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Chapter 8
Inexact Discretionary Inputs in Data
Envelopment Analysis

Majid Zerafat Angiz Langroudi

Abstract In this chapter, the relationship between fuzzy concepts and the
efficiency score in Data envelopment analysis (DEA) is dealt with. A new DEA
model for handling crisp data using fuzzy concept is proposed. In addition, the
relationship between possibility sets and the efficiency score in the traditional crisp
CCR model is presented. The relationship provides an alternative perspective of
viewing efficiency. With the usage of the appropriate fuzzy and possibility sets to
represent certain characteristics of the input data, many DEA models involving
input data with various characteristics could be studied. Furthermore, based upon
the proposed models, two nondiscretionary models are introduced in which some
inputs or outputs, in a fuzzy sense, are inexact discretionary variables. For this
purpose, a two-stage algorithm will be presented to treat the DEA model in the
presence of an inexact discretionary variable. With this relationship, a new
perspective of viewing and exploring other DEA models is now made possible.

Keywords Data envelopment analysis - Fuzzy - Possibility distribution -
Efficiency - Non-discretionary variables

1 Introduction

Since its inception 48 years ago, the theory of fuzzy sets has advanced in a variety
of ways and in many disciplines. Applications of fuzzy technology can be found in
artificial intelligence, computer sciences, control engineering, decision theory,
expert systems, logic, management sciences, operations research, robotics and
others [1].
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Sugeno [2] defined a fuzzy measure. Banon [3] shows that very many measures
with finite universe, such as probability measures, belief functions, plausibility
measures and so on, are fuzzy measures in the sense of Sugeno. In recent years,
some specific interpretations of fuzzy set theory have been suggested. One of them
is possibility theory. In the framework of fuzzy set theory, Zadeh [4] introduced the
notion of a possibility distribution and the concept of a possibility measure, which is
a special type of fuzzy measure proposed by Sugeno [2]. Possibility theory focuses
primarily on imprecision. Possibility theory used to correspond, roughly speaking,
to the min—max version of fuzzy set theory, that is, to fuzzy set theory in which the
intersection is modeled by the min operator and the union by the max operator. This
interpretation of possibility theory, however, is no longer correct. Rather, it has
been developed into a well-founded and comprehensive theory.

DEA researchers have begun using fuzzy concept for measuring efficiency and
productivity of DMUs since 1992. Some existing approaches for solving fuzzy
DEA are the tolerance approaches; the fuzzy ranking approaches; the a-level based
approaches; the defuzzification approaches; and the possibility approach [5].

Guo et al. [6] were pioneers in using the fuzzy DEA models based on possibility
and necessity measures. Alp [7] further extended the concept of possibilistic DEA
by considering problems in handling real data such as fuzziness, impreciseness and
incompleteness. In such cases, the difficulty in model building can be overcome by
using fuzzy set theory and concepts. In his study, only situations of incomplete
data were considered and a new method for possibilistic DEA was introduced.
Saati et al. [8] introduced a mathematical programming approach for measuring
technical efficiency in a possibilistic environment.

Lertworasirikul et al. [9] further expanded the possibility approach to the Fuzzy
DEA model from an optimistic viewpoint. Lertworasirikul et al. [10] further
developed a fuzzy BCC model where the possibility and credibility approaches are
provided and compared with a TZ level based approach for solving the fuzzy
DEA models. Using the possibility approach, they revealed the relationship
between the primal and dual models of fuzzy BCC. Using the credibility approach
they showed how the efficiency value for each DMU can be obtained as a repre-
sentative of its possible range.

Liu and Chuang [11] developed a method to find the fuzzy efficiency measures
embedded with the assurance region (AR) concept when some observations are
fuzzy numbers. They utilized Zadeh’s extension principle to transform a fuzzy
DEA-AR model into a family of crisp DEA-AR models to calculate the lower and
upper bounds of efficiency scores at a specific level. From different possibility
levels, a membership function is derived accordingly.

This research, however, is not about fuzzy DEA. It does not deal with fuzzy
input or output data. It is about the use of the fuzzy concept to handle crisp data in
DEA. The usage of fuzzy concepts in handling certain crisp mathematical modeling
situations has resulted in the formulation of creative and efficient procedures. This
can be seen for example in the work of Zerafat Angiz et al. [12] and Emrouznejad
et al. [13]. Motivated by these results, in this research an alternative interpretation
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of the CCR model using the possibility set is presented. The interpretation opens a
window for viewing efficiency in a new perspective. This new perspective is very
useful in certain applications of the DEA models. An example application is shown
in the handling of non-discretionary data.

Banker and Morey [14] initially introduced a DEA model in which the inputs
are divided into two non-discretionary and discretionary variables. A number of
approaches have been proposed for handling non-discretionary DEA models.
Among them are the works of Golany and Roll [15], Ruggiero [16, 17], Muniz
[18], Muniz et al. [19] and Cordero-Ferrera [20].

The remainder of this research is organized as follows. Section. 2 provides
some background information about the possibility sets. The relationship between
efficiency in DEA and the possibility sets together with some interpretations of
efficiency are presented in Sect. 3. An alternative view of efficiency based on fuzzy
concepts is presented in Sect. 4. A case study is illustrated in Sect. 5. In Sect. 6, a
new non-discretionary DEA model is introduced. Finally, the conclusion is pre-
sented in Sect. 7.

2 Fuzzy Events via Possibility Measures

In the framework of fuzzy set theory, Zadeh [21] proposed possibility theory which
is a special type of fuzzy measure for modeling and characterizing situations
involving uncertainty. The following definitions have been extracted from
Lertworasirikul et al. [9, 10]:
Let P(X;)(i =1,2,...,n) be the power set of a set X; (i = 1,2,...,n). A pos-

sibility measure is a function n : P(X;) — [0, 1] with the properties

. n(0)=0, =nX;)=1

2. ACB= =(A)<n(B)

iel

(1)
3. TC<UA,'> =supn(A;) A; C P(X;) with anindex set[;
icl

(X;, P(X;), m;) is called the possibility space.
Based on the possibility measure, Zadeh [21] defines a fuzzy variable ¢ as
follows:

pz(s) = n({xi € X,-|%(xi) = s})
= sup{n{xi}ﬁ(xi) = s}, Vs € R.

X, €X;

(2)

The Cartesian product of the possibility space (X,P(X),7) in which
X=X XX X ---X%xX,, is defined as follows:

7'[(A) = ;rlnzin {TC,(A,)|A :Al X A2 X oo X AnyAi S P(X,)}

1
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Consider a and b as fuzzy variables on the possibility spaces (X, P(X,), ;) and
(X2, P(X2), ™), respectively. On the product possibility space (X = X; x Xa,
P(X), ), the fuzzy event & <b is defined as

~sup {m{(x1,x0)a(x1) <b(x2) }}
n(a<b) = "<k

The possibility of fuzzy event a < b is obtained from Expression (2) as follows:
n(a< l;) = su%{min(u&(s), 1;(1)) s <t}
s,te

Furthermore, the possibility of the fuzzy event a < b in which a is a crisp value
is given as

n(a<b) =sup{;(t)|s<t}.
Lertworasirikul et al. [10] proved the following Lemma using the possibility of

fuzzy events concept.

Lemma 1 Let aj,a,...,a, be fuzzy variables with normal and convex mem-
bership functions. Then,

n(ay +ax+ -+ a, >b) > waif only if<a1>;’+(a2>;f+---+ (Zzn)fzb. (3)

where the symbol ()g denotes the upper bound of the a-level set of
ai=1,2,...n
- AL (= L (2 \U (=\UY - . .
If the fuzzy number 7; = ((7)g, (7))}, (7i){, (Fi)g ). i = 1,2,...,n is trapezoi-

dal, for any level of o such that 0 <« <1, the following is true:

n(Fy + 7+ -+ 7 >b) >o if only if
(1 _o‘)((;])(l)]+"'Jr (?n)(l)]) JFO‘((?l)?Jr"'(?n)?) >b

Figure 1 shows the trapezoidal fuzzy number 7 = ((7)g, (F)7, (F){, (¥)g ).

3 Interpretation of the CCR Model
Using the Possibility Set

In this section, we present an alternative interpretation of the efficiency concept in
data envelopment analysis. To begin with, we start with the CCR model and after a
few substitutions and changes a possibility form of the model is obtained.
A graphical illustration and explanation is given next and followed by some
discussion.
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Fig. 1 Trapezoidal fuzzy u(s)
~ ~\L /~\L N

number 7 = ((r)o, (7, 7

GG t

» 5
(P (P (7) (7
3.1 Derivation of the Possibility Model
Consider the following DEA Model introduced by Charnes et al. [22]:
min 0
s.t. 9x,',,—Zijxl-jZO i=1,2,...,m
=1
(5)

n
Zijy,ij,p r=12,...s
J=1

;>0 j=12,...n

In Model (5), x;(i = 1,2,...,m; j=1,2,...,n) represents the quantity of input
i consumed by DMU; and y,;(r =1,2,...,s; j=1,2,...,n) is the quantity of
output r produced by DMU;. The variable 0 measures the efficiency of DMU,,, and
2j(j =1,2,...,n) are the raw weights assigned to the peer DMUs when solving the
DEA model.

By adding 0 ) Zix;; — 0 ) A;x;; to inequality (5), the following mathematical
=1 =1
programming model is obtained:
mln 6 n n n
s.t. Hx,'p — Hz/ljx,-j + QZ},J'X,']‘ — Z/L].XUZO i=1,2,....m
=1 =1 =1 (6)

DAYV > Y r=1,2,...,s
Jj=1
1120 j:1,2,...,n.
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After some rearrangement, Model (6) is written as follows:
min 0
S.t. (le Z}jx,,)—f—(l—@)(o Z}jx,,)ZO i= 1,2,...,7’)’!
=1
Zﬂjyeryrp r=1,2,...,s
j=1
;>0 j=12,...n

Assume that (xip) =0 and (x,p) = Xjp. In addition, consider the following
trapezoidal fuzzy number:

Xip = ((iip)é’ ()Ncip)fv (’Ncip)i]’ (itp)(l)]> = (_xipv —xip,O,x,-p).

Figure 2 illustrates such a fuzzy number.
Using the fuzzy number X;,, Model (7) is written as follows:

min 0
s.t. ( x,p Z;”fx’f ( x,p Z/ij,j i=1,2,....m
Z)ujy,jrp r=12,...,s
=1
4;j>0 j=12,...,n

(8)

By assuming that & = 1 — f3, Model (8) is converted to the following non-linear
programming problem:

1 — max f
s.t. (1— ( xlp ZA]xU —i—ﬂ( x,p Zi,x,j i=1,2,....m
Z;Ljy'jrp r=1,2,....s
=1
J;>0 i=1,2,...n.

©)

Based on Expression (4), the possibility programming formulation of the DEA
model is thus obtained as follows:
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Fig. 2 Membership function u(s)
of the fuzzy number X;, %,
T
e
~ \L ~ : L U ~ \U v
(xip)o = (xil’)l = _fo (xip)o = xil? (xip)o = xip
max f§
n
s.t. (n(fcip—z/ljx,'j)ZO)z,B i=1,2...m
=1
. (10)
Z/ljyeryrp r=12,....s
=1

>0 j=1,2,...n

Afterwards, the above model is called the Possibilistic CCR model. Obviously,
if equation 27:1 /; = 1 is added to Model (5), the BCC model is obtained. Since

the equation does not play any role in the inequalities associated with the possi-
bility sets of Model (10), the above derivation is also valid for the input oriented
BCC model.

4 A Traditional CCR Model Basis on the Fuzzy Concept

In this section an alternative interpretation of efficiency based on the fuzzy concept
is presented. For this end, a new DEA model for handling crisp data using the
fuzzy concept is proposed. Assume that all postulates to construct the production
possibility set corresponding to constant return to scale are satisfied. Therefore, the
production possibility set corresponding to the CCR model and the proposed
model are similar. To present the new model, we introduce a triangular fuzzy
number with the following membership function.

In Model (5) consider inputs x;, and outputs y,, related to the DMU under
evaluation, say DMU,. Then, the membership function of fuzzy number Xx;, is
considered as follows:
=t <F, i=1,2,...m (11)

'u)?ip ()_Cip) = Xip
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The following linear programming model is proposed:

max—min model

max{min{,u;c[p (%;p) }(l =1,2,.. ,m)}

s.t.

n
Z;ijijg)?ip i:1,2,...,m

(12)
n

S hvizye J=1.2. 0

j=1

)_Cipgxip i=1,2,....m

>0 j=12,...n

where X;, indicates the inputs that are necessary for the DMU, to be efficient.

Obviously, Model (12) is always feasible and the value of optimum objective
function in (12) is non-negative and less than or equal to 1.

Since the objective functions are the membership functions, the optimal value
in (12) does not exceed the maximum value of the membership values, i.e. a value
of 1. The values 4, = 1,4; = 0(j # p) and X;, = x;, are the feasible solutions in
Model (12); thus it is always feasible.

Assume that o = min{ Iz, (Sci,,) } then:

max o

s.t.

Cl Y Jxj<Xp i=12,...m
j=1

2 jzzlijyrjzyrp (13)
3 a<® "t 1o m
x,~p
C4  xjp <X i=12,....m
4i>0  j=12,...,n
>0

This problem is now solved for each DMU.

The main idea of our proposal is that there exists a relationship between the
efficiency scores in Model (5) and the membership values of the fuzzy numbers X;,.
The lesser the membership values the higher the efficiency score of the DMU
under evaluation.
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The following theorem indicates equivalency between the efficiency scores of
Models (5) and (13).

Theorem 1 Assume that 0° = min0 and o* = maxo are the optimal values of (5)
and (13), respectively. Then, 0" = 1 — o, In other words, the treatment of Model
(13) and the CCR model are similar.

In Model (6), consider o < x’x;,}” implying that ax;, <x;, — X;,, and
)_Cip S)C,'p — ocx,-p = (1 — OC))C,'P (14)

There is a one-to-one correspondence between the values X;, and (1 — oc)xip, and
therefore we can consider Eq. (14). Replacing the last inequality (14) in C1 in
Model (13), the following linear programming problem is obtained:

max o

s.t.

n
oY g <Ep<(l-ax, i=12,...m
j=1

Cc2 AiVri > Yy
jzl j¥rj = Yrp (15)

Xip — Xj .
C’3 a< TP i=1,2,....m
Xip

Cl4 Xi,,gxip i:l,27...,m
>0 j=1,2,...,n
>0

Assume 0 = 1 — o. Then Model (15) is converted to the following:

max 1—0

s.t.

n
C”l Zl,-x,;,-g)’ci,,gexip = 1,2,...,]11
Jj=1

7 N .
c2 jzlljyr] Zyrp (16)

c3 1—0< "M 12 o m
Xip

C”4 Xipgx,-p i:1,2,...,m
4>0 j=1,2,...,n
0>0
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InC"3,1-6< X’x;j” implies that 0x;, < X;,, thus, C"3 is implied by C"1. Since
0< x”x;’?” <1, 0<6<1 is obtained from C”3. On the other hand, considering
max (1 — 0) = 1 — minf, Model (16) is written as follows:

1 —min 6

n
sit. C'1Y  Aixi<Oxp, i=12,....m
=1

C"2> 4yij 2 Yy
=1

>0 j=1,2,...n
0>0

This means that 6* = 1 — o*.

By some substitutions, Model (5) implies Model (13). Simply put, Model (13)
demonstrates a fuzzy interpretation of the CCR model. The efficiency score in this
model is the membership value of the point located at the intersection of the fuzzy
interval and the efficiency frontier.

4.1 Graphical Illustration

For a better understanding of the relationship between 6 and 1 — « and also the
relationship between the efficiency in the CCR model and the possibility set, we
refer to Fig. 3a and b which provide two two-dimensional diagrams of a simple
efficiency case study in which only a single input (x) is used to produce a single
output (y). There are a number of DMUs in this case study, however, only the data

(a) Output L (b) Outpur
R Efficient frontier A Efficient frontier

F .

Clxy.y))
Clxy.y)) 3

» [nput

Fig. 3 a A fuzzy number related to efficiency. b An alternative fuzzy number related to
efficiency
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for DMUy is plotted on the diagrams. Triangles CAE and CAF are the membership
functions of the fuzzy numbers which correspond to the input of DMUy,. In
Fig. 3a, the membership function is in the form of the possibility aspect, whereas
in Fig. 3b, it is in the impossibility aspect. These membership functions are
superimposed onto the graphs. Notice that, the shape of the membership functions
reflects the characteristic of the input variables in the DEA (i.e., the smaller the
level of the input the more efficient is the DMU).

In referring to Fig. 3a, BD is parallel to AE; therefore the two triangles CEA and
CDB are similar. So, we have

CB BD
CA~AE (18)

It is well known that the value % is equivalent to the technical efficiency of

DMUy. Thus, since AE = 1, % = 0" is the technical efficiency of DMU, which is
also the membership value corresponding to point B, the reference point of DMU 4
on the efficient frontier.

Furthermore, we consider Fig. 3b in which triangle CAF is similar to triangle
BAH. Therefore, based on Thales theorem or the Basic Proportionality theorem
which states that the line drawn parallel to one side of a triangle divides the other
two sides in the same ratio, we have

BA BH
—=— (CF =1 19
ca-cr | ) (19)
And thus,
BA CA—-BA CB
T 7 (19.1)
CA CA CA

Obviously, the following expressions are obtained from expressions (18), (19),

and (20):

BD=1—BH or 0" =1—-0o (20)

In fact, the above equations illustrate the relationship between the efficiency in
DEA and the optimal o- level of the new fuzzy number.

4.2 Discussion

We refer to Fig. 3a and b again which provide two two-dimensional diagrams
illustrating the possibility interpretation of the efficiency of DMU,. For this pur-
pose, two antonym keywords, production possibility and production impossibility,
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are utilized. It is clear that if we consider 0 < § < 1 as a measure of the production
possibility, then 1 — f§ is the measure of the production impossibility. In Fig. 3b,
since point A is an observed value for DMU,, the value of the production
impossibility corresponding to point A is considered zero. In other words, output
y, can certainly be produced by input x;. If the input level is decreased to x3 = 0,
producing y, is impossible. Therefore, the production impossibility of C(x3,y;) is
1. The production impossibility for producing output y, using inputs between
x3 = 0 and x; is a fuzzy concept which is illustrated by a triangular fuzzy number
demonstrated by the dotted lines. At point B, which is on the efficient frontier, the
production impossibility value is BH = «*. This value is related to the efficiency
score of DMUy.

In Fig. 3a an alternative interpretation is presented based on the production
possibility aspect. By reducing the input from the observed value at point A, we
reached point B, which is on the efficient frontier. The production possibility value
at this point is BD = 0", which indicates the efficiency score of DMUj,.

S An Illustration Example

The following example demonstrates the correspondence between the proposed
fuzzy and the possibilistic methodologies and the CCR model.

Assume that a major organization consists of six branches called DMUs. Due to
the recession, adjusting the budget is the organization’s agenda. Since the man-
agement is interested in maintaining the current level of production, DEA as a
powerful tool is chosen to determine the decrease in inputs by maintaining the
current level of production. In this case, the budget allocated to each branch is
divided into sub budgets, the budget related to the employee’s salary and the
allocated budget associated with other affairs. In Table 1 a list of 6 DMUs with
two inputs and two outputs measurements is given. Inputs 7; (in $100,000) and I,
(in $1,000,000) are the allocated budget associated with other affairs and the
budget regarding the employee’s salary, respectively. Outputs O, (in 10,000 tons)

Table 1 The list of DMUs with two inputs and two outputs

DMUs [1 12 01 02

1 1.50 1.50 1.40 0.35
2 4.00 0.70 1.40 2.10
3 3.20 1.20 4.20 1.05
4 5.20 2.00 2.80 4.20
5 3.50 1.20 1.90 2.50
6 3.20 0.70 1.40 1.50
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Table 2 Efficiency scores for CCR and proposed models

DMUs CCR The result of possibilistic and
fuzzy models (9) and (15)
0" o and f*
1 0.711111 0.288889
2 1 0
3 1 0
4 1 0
5 0.988488 0.011512
6 0.893962 0.106038

and O, (in 10,000 tons) indicate the amount of the two products produced in the
branches. A ranking of these DMUs based on their efficiency scores is necessary.
In this section, the data listed in Table 1 are ranked in order so that the proposed
methodology can be compared with the CCR model.

The efficiency of CCR and the proposed models are given in Table 2.

Since 0" =1 — o* = 1 — f* the results of the new proposed methods presented
in Sects. 3 and 4, and the CCR model are the same. After evaluation, management
is suggested to decrease the inputs of inefficient DMUs 1, 5 and 4 as follows:

DMU; should decrease I; and I, from 1.50 and 1.50 to 1.07 and 1.07, respectively.
DMUj5 should decrease I; and I, from 3.50 and 1.20 to 3.46 and 1.19, respectively.
DMUg should decrease I; and I, from 3.20 and 0.70 to 2.86 and 0.63, respectively.

6 Inexact Discretionary Variables

The uses of fuzzy concepts in handling certain crisp mathematical modelling
situations have resulted in the formulation of creative and efficient procedures.
This section describes another use of the fuzzy concept and the possibility in a
crisp situation. To this end, an alternative application of the new fuzzy approaches
in handling non-discretionary data is presented. For the newly proposed non-
discretionary models, the usage of membership function replaces the need to
determine the discretionary index of a non-discretionary variable. The discre-
tionary index concepts are used in some of the existing non-discretionary models.
In real life applications, discretionary indexes are usually not known and are
arbitrarily determined by decision makers.
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6.1 A Non-discretionary DEA Model Using the Fuzzy
Concept

In this section, an application of the possibility set concept that has been discussed
in the previous section is presented. The context of the application is in the
handling of non-discretionary variables.

One of the significant concepts in data envelopment analysis is the use of non-
discretionary variables. An input or output is called a non-discretionary variable if
it cannot be varied at the discretion of management or other users. Banker and
Morey [14] were pioneers in this study by including non-discretionary variables in
the input-oriented DEA model. The Banker and Morey model, considering con-
stant return to scale, is given by the following mathematical programming model:

min @
n
s.t. Z /lix,;,- + S; = QXp ieD
=
n
Z/le,’j‘FS? = Xip i € ND (21)
=

S Ay —si =y J=1,2,..0s
=1

4;i>0  j=1,2,...,n
In Model (19.1), s; and s; are the slack variables for the i-th input and r-th
output, respectively, and the symbols D and ND refer to the discretionary and
non-discretionary variables, respectively.

6.2 Inexact Discretionary Variables Using Possibility Sets

Golany and Roll [15] pointed out that in many real-life efficiency studies, a factor
is neither fully controllable nor totally uncontrollable. For example, managers can
make marginal alterations in personnel scheduling. However they have to comply
with general guidelines of their organisation in many other aspects involving the
use of their human resources. In other words, the factor is partially controllable.
To incorporate this factor into a DEA model, an index taking on the values
between 0 and 1 is used to represent the degree of discretion that the DMU has
with respect to the factor. In this research, such a factor will be called an inexact
discretionary variable and since a membership function (a fuzzy number concept)
will be used to describe the factor instead of the discretionary index, the term fuzzy
non-discretionary (FND) variable will also be used.
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(a) (b)
Output Oﬁttput
b

A

Efficient frontier Efficient frontier

I ,
Ax s yp) B(x,, ¥,)
X, , DMU,
DMU (> 32) B
- —» Input
» [nput P

Fig. 4 a Discretionary input. b Inexact discretionary input

Figure 4a and b illustrate two separate DEA studies with a single input and a
single output, in which the input variable corresponding to A is discretionary and
the input variable corresponding to B is inexact discretionary. The appropriate
membership functions are superimposed onto the graphs. Notice that, for the
membership function of the discretionary variable, more weight is given for the
smaller values, reflecting a characteristic of the input variable in a traditional DEA
model, which is, that the smaller the level of input the more efficient is the DMU.
However, for the membership function of the inexact discretionary variable, more
weight is given for the observed/current value to reflect the reluctance on the part
of the DMU to reduce the value.

The value xj is the input level at point C, which is the projection of point B onto
the efficient frontier. In fact, x; = 0" x, where 0 is the optimal solution of the CCR
model related to DMUpg (i.e., Model (1) where all the inputs are treated as dis-
cretionary variables). The inclusion of the inexact discretionary variables or the
Jfuzzy non-discretionary (FND) variables into Model (19.1) resulted in the fol-
lowing non-linear programming models:

1 — max¢ (22)

s.(0= ) ((v)g Z}x,, +o( ()} lexl] iclp (22.1)

Z lpc,;,- Sxip i €lvp (222)
=1

(1 — ( le Zijxl, + (P<( ) - zn:/ljxlj) 20 i € IFND (223)
j=1
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Z)ngjZer

= (22.4)
>0 j=12..n
¢>0

min 0 (23)

s.t.C1 5(()6,‘1))([)]—2)7‘)6,7) +(1—5)((x,-p)?—2/ljxij)20 i € ID
j=1 ‘

J=1

(23.1)
C2 ) i <xip i € Iyp (23.2)
j=1
n U n
C3 5(()(?,’,,)([)/ — Z;L/XU) + (1 - 5) <()C:;))l — lex,;,-) ZO i€ IFND
= =
(23.3)
c4 Zijyrj Zyrﬁ
= (23.4)
;>0 i=1,2,...n

0>0

The above models are obtained from Models (8) and (9) and can be solved using
a two-stage method. In the first stage, all variables are treated as discretionary
variables and the traditional CCR model (5) or the newly proposed possibility
programming model (10) is used to find the efficiency score of each DMU (i.e. 0%).

*

U
These efficiency scores are then used to determine variables (xip) of Equations
1

U
(22.3) and (23.3). Variables (xj;) | are the projections of the inexact discretionary

variables x;, onto the efficient frontier. They are determined using
(x;) i/: 0"xjp = x},. An example of such a variable is the value x5 in Fig. 4b. In the
second stage, the non-linear programming model (23) is transformed into a linear
programming model and solved.

Once again, consider the case study in Sect. 5. The result of the model rec-
ommends the management to adjust the inputs to gain an efficient status. After
getting this feedback from the DEA evaluation, the decision maker realized that
such a decrease in the employees’ salary may make trouble for organization
(period). The management is aware that reducing the employee’s salary (/) can
lead to dangerous consequences. For instance, such adjustment can cause the
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#(s)

Xa5

A

(x,5), =1.186 (%)) =1.20

Fig. 5 Membership function of the fuzzy number X;s

employee’s dissatisfaction which in turn influences the efficiency of organization.
So, there is an inverse relationship between salary and employee’s satisfaction
which can be described by a fuzzy number. Thus, they decide to gradually adjust
the reduction in the employee’s salary.

So we assume that the second input is an inexact discretionary variable.

In the first stage of the proposed method where all variables are treated as
discretionary variables and the traditional CCR model or the newly proposed
possibility set equivalent model is used to find the efficiency score of each DMU,
the result has been shown in Table 2. From the result, the values for variables

U
(x;fp)l of Equation (23.3) are determined. As an example, for DMUs, (x%s)i]:

0%x>5 = 0.988488 x 1.2 = 1.186. Based on the result, the management is suggested
to decrease the salary budget from $1,200,000 to $1,186,000. But management is
aware that in these circumstances, such a reduction is not possible. Thus, the
following fuzzy number, based on the relationship between salary deduction and
staff satisfaction, is designed (Fig. 5):

Then, the following linear programming model for finding the efficiency of
DMUs in stage 2 is solved:

ming
s.t.
1.504; 4+ 4.004; + 3.2043 + 5.2044 + 3.5045 + 3.2046 < 3.50¢
1.504; + 0.704; + 1.2043 4+ 2.0024 + 1.2045 + 0.7046 < 1.20¢ + 1.186185(1 — ¢)
1.404; 4+ 1.404; + 4.2023 + 2.8044 4+ 1.9045 + 1.4046 > 1.90
0.3541 +2.104, + 1.0523 + 4.2044 4+ 2.5045 + 1.504¢ > 2.50
(24)

The overall result of the efficiency analysis when input 2 is inexact discre-
tionary is shown in Table 3. Note that there are some suggestions for improvement
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Table 3 Result of the CCR model in the presence of inexact discretionary variable

DMU; Inexact non-discretionary
Xj; % @

1 1.067 1.375 0.711

2 - - 1

3 - - 1

4 - - 1

5 3.397 1.199 0.971

6 2.581 0.686 0.807

of both the input variables. As an example, for DM Us, reducing the input variable
1 from 3.50 to xj5 = 3.397 and the input variable 2 from 1.20 to X35 = 1.199 is
suggested. This means, the reduction in salary budget is adjusted to $1,199,000
instead of $1,186,000. As is seen in Table 3, the most adjusted salary reduction is
applied to DMU, that is, x5, = 1.375. This means that the salary budget associated
with DMU,; will be reduced from $1,500,000 to $1,375,000.

Efficiency scores corresponding to DMU, in Tables 2 and 3, have not changed,
because the efficient DMU associated with it, lies on the weak efficiency frontier.
We can see this by solving the following dual form:

MaxZ = 1.40u; + 0.35u,
S.t.
1.50v1 + 1.50v, = 1

1.40u; + 0.35u; — (1.50v; + 1.50v,) <0
140uy + 2.10u; — (4.00v; + 0.70v,) <0
4.20u; + 1.05u; — (3.20v; + 1.20v,) <0
2.80u; + 4.20u; — (5.20v +2.00v,) <0
1.90u; + 2.50u; — (3.50v; + 1.20v,) <0
1.40u; + 1.50u; — (3.20v; +0.70v,) <0

Vi, Vo, up,uy >0

The optimal solution (u#; = 0.004,u; = 0.006,v; = 0.007,v, = 0.000) con-
firms such a claim.

6.3 Inexact Discretionary Variables the Using Fuzzy
Concept

In this sub section another approach based on the fuzzy concept is presented to
analyze an inexact discretionary variable. The Fig. 6a and b illustrate two DMUs
A and B with a single input and a single output, in which the input variable
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(a) (b)

Ouput

A

Ouput
b

—> Input = Input

Fig. 6 a Efficiency in Fuzzy view of CCR. b Inexact discretionary input

corresponding to A is discretionary and the input variable corresponding to B is
inexact discretionary.

The membership functions concerned with the input variables of the discre-
tionary A and the inexact discretionary B are defined as follows:

X1 — X X2 — X3

x1 <X and g, (%) = 7
x| Xy — xh

I, (%1) = X > %) (25)

The value x5 shows the input associated with the input variable of DMUc.
DMU¢ is the decision-making unit corresponding to DMUpg on the efficiency
frontier. In fact, x5 = 0"x, in which 0" is the optimal solution of the CCR model
related to DMUp. Furthermore, assume that FND is the set of inexact discre-
tionary. By adding the constraints related to FDN in Model (23), the following
multi-objective linear programming problem is proposed:

max ﬁi i€lpnp
max o
S.t.
n
C1 Z ;ijij S )_Cip i€ ID
=
n
Cc2 Z /’ijij < Xip i €lnp
j=1
n 26
C3 Z /’ijij S )_Cip i€ IFND ( )
J=1
n
Cc4 Z] ;Ljyrjrp
J=
C5 oa< e ielp
ip
Co6 Bi< ;’%ﬁ:p i € Ipnp

ip ip

OCZO, ﬁiZOiGIFNDa }120]: 1727"'7’1
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The above model is solved in a two-stage algorithm. At first, to the find
membership function related to C6, the point corresponding with the inexact
discretionary input in the efficiency frontier should be recognized. xﬁp, in C6,
shows such a point and is obtained as xfp = Ox;, = x;,. In Fig. 6a, the input x; is
representative of such a point over efficiency frontier that is corresponding to the
inexact discretionary input x;. To convert the above multi-objective programming
to a linear programming problem, the following mathematical programming
problem is proposed:

max p

S.t.

n
Cl }"jxf]‘ S)_Cip ielp
j=1

J

n
Cc2 Z }vjx,-j S)C,'p i €lIvp
=1

n
Cc3 ﬂ,jxl-j S)_Cip i € lpnp
j=1

n (27)
4 Z )”jyrj Zyrp
j=1

C5 p<a<®ie ey,

ip

C6 p<p; < i”:i/ i € Irnp
@201j;L2,Wn
>0
p=0

p;=>0 i €lpnp

We refer again to the case study given in Sect. 5. Assume again that the second
input in the case study is an inexact discretionary variable. The fuzzy number
associated with this variable is defined according to C6. The fuzzy numbers

associated with the second input is defined as y;, (Xs52) = 1_2(1)'_2?% and the linear

programming problem related to DMU s is written as follows:
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Table 4 Result of the CCR model in the presence of inexact discretionary variable

X1 X1, o 1 —o
DMU Inexact non-discretionary
1 1.066667 1.163793 0.2241378 0.7758622
2 - - 0 1
3 - - 0 1
4 - - 0 1
5 3.460165 1.186342 0.01138147 0.9886185
6 2.839548 0.632889 0.0958722 0.9041278
maxp
s.t.

1.504; +4.004; + 3.2043 4+ 5.2044 + 3.504s + 3.204¢ <Xs;

1.504; 4+ 0.704; + 1.2043 + 2.0044 + 1.2045 + 0.704¢ < Xs2
1.404; 4+ 1.404, + 4.20/3 + 2.8044 + 1.9045 + 1.4046 < 1.90
0.354; +2.104; + 1.0543 + 4.2044 + 2.5045 + 1.504¢ < 2.50 (28)
3.50 — X5

<
P="350
pg 1.20 — X572
1.20 — 1.186185
0<xs5; <3.50
0<x5<1.20

In the above model, the amount 1.186185 comes from xl2 = Ox, = 0.988488 x*
1.2 that indicates the point corresponding to the number 1.2 located in the effi-
ciency frontier. Table 4 indicates the efficiency scores, considering the input
variable 2, as an inexact discretionary variable. It is noteworthy that there are
suggestions for improvement for both the input variables. In this case, reducing the
input variable 1 from 3.50 to 3.397 and the input variable 2 from 1.20 to 1.1996 is
suggested. The efficiency score in the above mentioned problem is 0.9706094 and
it is lower than the efficiency score of the CCR model which is 0.9884877.

7 Conclusion

The relationship between possibility sets and efficiency score in the traditional
crisp CCR model has thus been presented. The relationship provides a new per-
spective of viewing efficiency. With the usage of the appropriate possibility sets to
represent certain characteristics of the input data, many DEA models involving
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input data with various characteristics could be studied. This paper described a
case involving non-discretionary input data. The usage of the possibility sets
replaces the need to determine the discretionary index of a non-discretionary
variable. The discretionary index concepts are used in some of the existing non-
discretionary models. In real life applications, discretionary indexes are usually not
known and are arbitrarily determined by decision makers.
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