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Identifying the variables and ratios affecting the efficiency of banks is
important because it can improve the measurement of the efficiency of
operations in banks. In Islamic and conventional banks, there may always be
differences in efficiency, cost gap ratio and credit risk; Therefore, the purpose
of this study in the first step, was to use stochastic metafrontier efficiency
function to investigate the ratio of cost gap and the efficiency of banks in
selected Islamic and conventional countries. In second step, the relationship
between credit risk, cost gap ratio and efficiency in Islamic and conventional
banks has been investigated. For this purpose, credit risk, efficiency and the
cost gap ratio for 50 Islamic banks and 50 non-Islamic (conventional) banks
have been calculated and investigated during the years 2013-2019.and based
on the SFA and PVAR method,the variables were investigated and
relationships between them were analyzed.

In this regard, the results showed that the inefficiency and cost gap ratio in
Islamic banks are more than conventional banks; Also, by examining the
efficiency of different banks, it was observed that Iran has a weak position
among different countries in terms of efficiency. The reason for Iran's weak
efficiency can be the lack of competition between Islamic and conventional
banks due to the existence of only Islamic banks in Iran. the results of the t-test
showed that the credit risk, inefficiency and cost gap ratio are higher in Islamic
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banks than conventional banks. Also, the results of the Granger causality test
showed that there is a bidirectional causality relationship between inefficiency
and credit risk. But this relationship is a little weak. There is no causal
relationship between credit risk and cost gap ratio, and there is a strong two-
way causality relationship between inefficiency and cost gap ratio. The results
in Islamic banks are almost similar to all banks. However, in Islamic banks,
credit risk is not the Grangerian cause of inefficiency. Also, the significance
level of other causal relationships is much higher. For conventional banks, there
is no causal relationship between inefficiency and credit risk. There is no causal
relationship between credit risk and cost gap ratio, and there is a two-way
causality relationship between inefficiency and cost gap ratio.
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