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ABSTRACT
We will review the work on microfinance efficiency carried out by the research team of Zaragoza University, Spain.  This work has been supported by several grants from the Spanish Research Council under the programme “efficiency of socially responsible financial institutions”.

Although there are several ratios of efficiency that have been developed by rating agencies, these provide a limited view of performance.  The debate on how to measure efficiency has been very developed in the commercial banking system and there is an extensive literature on this subject.  There is today, much interest on the use of Data Envelopment Analysis (DEA) to assess the performance of a bank or the performance of a bank branch.  DEA has the advantage of combining multiple measures of inputs and multiple measures of outputs.  It is based on multiple comparisons, and these have been made possible by the existence of specialised data bases.  We start with a brief description of the philosophy of DEA and we apply this modelling approach to study the financial performance of microfinance institutions, in the form of both commercial banks and NGOs.   In this study we find that, although commercial banks and NGOs structure their approach to efficiency differently, financial efficiency does not depend on the kind of organisation we are talking about.  We also find that microfinance institutions operate differently in the various Latin-American countries.
In the second study, we broaden the methodology to microfinance institutions both from the point of view of outreach and from the point of view of sustainability.  Various models have been estimated.  We confirm the results of the previous study, although at a global (not only Latin American) level.  We will show that institutions tend to concentrate their efforts in obtaining efficiency in sustainability, although some institutions are inefficient at both outreach and sustainability.

Finally, we will end with a discussion of our present research work, aimed at overcoming the limitations of the techniques currently used.

