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Abstract

Data Envelopment Analysis (DEA) based Malmquist productivity
index measures the productivity change over time. The current paper
defines Imprecise DEA (IDEA) based Malmquist productivity index in
order to measure the productivity change of DMU, with imprecise data.
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1. Introduction

Data Envelopment Analysis (DEA) provides a suitable way to estimate the
relative efficiency of Decision Making Units (DMUs). DEA assumes that the
value for all inputs and outputs be known exactly. This assumption may not
be true. For example, some outputs and inputs may be only known as in
forms of bounded data, ordinal data, and ratio bounded data. In this case,
the resulting DEA model is a non - linear program, and is called imprecise
DEA(IDEA). There are two different approaches in dealing with imprecise
outputs and inputs. Cooper et al. [4] and Kim et al. [7] show that by using
scale transformations and variable alternations, the non-linear IDEA can be
transformed into a linear program. In a recent study of Chen et al. [3] and
Zhu [10] the non-linear IDEA is solved in the standard linear CCR model [2]
via identifying a set of exact data from the imprecise data when only bounded
data and weak ordinal data are present. Zhu [11] extends the method of Chen
et al. [3] and Zhu [10] to deal with strong ordinal data and ratio bounded
data. The Malmquist index was introduced by Caves et al. [1], who dubbed
it the Malmquist productivity index after Sten Malmquist [8]. Fare et al.
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[5] construct the DEA-based Malmquist productivity index as the geometric
mean of two Malmquist productivity indexes of Caves et al. [1], which are
based on the Shepherd’s [9] distance functions. Fare et al. [6] decomposed
productivity change into efficiency change and technical change components
and used non-parametric linear programming models for its computation. In
this paper IDEA-based Malmquist productivity index is proposed. The rest
of the paper is organized as follows. Section 2 presents the imprecise data and
IDEA. IDEA-based Malmquist productivity is presented in section3. Section
4 concludes.

2. Imprecise Data and IDEA

Imprecise data are in the forms of bounded data, ordinal data, and ratio
bounded data.
i) Bounded data is defined by use of lower and upper bound as follows:

where Y., and z;; are the lower bounds and y,; and Z;; are the upper bounds,
and BO and BI represent the associated sets the containing bounded outputs
and bound inputs, respectively.

ii) Weak ordinal data are as follows:

yrjgyrkaj#kareDov xijgxikaj#kaieD[7 (2)
or, to simplify the presentation,

Yr1 < - Syrk < e SyrnareDoy Ti1 < e szk < e Sxinaie DIa
(3)
where DO and DI represent the associated sets containing weak ordinal out-
puts and inputs, respectively. Strong ordinal data are as follows:

Y1 < o <Y < 0 <Yy, 7 € SO0, Ty <o <Xy < - < Ty, 1 € ST
(4)
where SO and ST represent the associated sets containing strong ordinal out-
puts and inputs, respectively.
iii) Ratio bounded data are as follows:

Ly <22 < Upj j # Jouv € RO, Gy <

— Yrjo —

x:jjo S H’L]?] 7£ jmi € RI) (5)

T

where G;; and L,; represent the lower bounds, and U,; and H;; represent the
upper bounds, and RO and RI represent the associated sets containing ratio
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bounded outputs and inputs, respectively. If we incorporate (1)-(5) into CCR
model [2], we have:

Max >0 UYro
St > Uy — 2o Ui <0, j=1,...,n,

Z;nlvzxwzla
—(w) € D;, i=1....m, (6)
:( )€D+ r=1,...,s,
v; > 0,u, >0, 1=1,....mr=1,...,s,

where (z;;) € D; and (y,;) € D;f represent any of or all of (1)-(4). Obvi-
ously, model (6) is non-linear, because some of the outputs and inputs become
unknown decision variables. The following theorem provides the theoretical
foundation to the approach developed by Chen et al. [3] and Zhu [10].

Theorem 1.Suppose D) and D; are given by (1). Then for DMU, the op-
timal value to (6) can be achieved at y,, = ¥,, and x;, = z,, for DMU, and
Yrji =Y, and x;; = T;; for DMU;, 5 # o .

Proof: See Zhu [11]. O

Chen et al. [3] and Zhu [10] identify a set of exact data from bounded
data and weak ordinal data, and then use the linear CCR model [2] to solve
the non-linear IDEA model (6). Theorem 1 shows that when DMU, is under
evaluation, we can have a set of exact data via setting v, = ¥,, and z;, = z;

for DMU, and y,; = Y,; and z;; = T;; for DMUj;,j # o, while model (6)
maintains the efficiency rating for DMU, . Note that in this case, model (6)
is no longer a non-linear program, but a (linear) CCR model [2] and its dual

is as follows:

Min 6,

s.t. Z?:L#O NiTij + Moo < Ooy,, 1 € BI,
Z?:l )\jl'ij S 9033'”, 7 ¢ B[, 7
Z?:l,j;éo )\jgrj + )\Ogro 2 gra’ re BO? ( )
Z?:l )\jyrj > Yros r ¢ BO
)\jzo, jzl,...,n,

where,y,;, (r ¢ BO) and x;;, (i ¢ BI) are exact data . Model (7) is used for
calculating Malmquist productivity index as is described in next section.

3.IDEA-Based Malmquist Productivity Index

IDEA-based Malmquist productivity index measures the productivity change
of decision making units with imprecise data to define the IDEA-based Malmquist
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index of productivity change. Suppose the following panel of ¢ = (1,...,])
production processes observed in ¢ = (1,...,7T) periods in transformation
a series of input vectors =} = (z};,...,2},) € R} into output vector y! =
(Y, ---,vls) € R% . Note that some outputs and input may be imprecise.
Production technology can be representing as can produce . Thus it is possi-
ble to express the benchmark technology through the graph:

T'x,y) = {(2',y") : ' can produce y'} = {(z%,¢y") : y* < VIN &t > 2PN 2t €
RL}.

where Y and X" are the observed output and input matrices in period ¢ while
A'is a vector of intensity variable. Following Shephard [9] the input distance
function is defined at ¢ as:

Di(xt,y") = sup{\ : (z'/\,y") € T*}. Here we make use of the fact that the
output distance function is reciprocal to the output-based Farrell measure of
technical efficiency and compute for DMU,,0 € @ = {1, ..., n}.

(Dj = (x5, 95)) "' = Min 0]

s.t. Ogrt, > D5 Ny, i=1,...,m, s)
t noNt ot _
Yro < Zj:l )\jyrja r= 17---75,
)\zzO, j=1...,n.

According to Chen et al. [3] and Zhu [11], we change model (8) into the
following model:

(Di(xl,yb) ™" = Min 6

> Ay < 0t i ¢ BI ;
> jmtgro Nl F AoUre 2 Upor T € BO, (9)
2 =1 AjYrj Z Yron r ¢ BO

A >0, ji=1,....n.

In order to calculate the productivity of DMU, between t and t + 1, we
need to solve four different linear programming problems for determining:
Di(xy,yb), Di* (), yb), Dy yit") and DI (2™, ygt!). The computation

o o

of DI (x8+! yi+1) is exactly like (9), where ¢ + 1 is substituted for ¢. This is

provided in the following equivalent specification:

(DI (o, )™ = Min 657"

o

s.t. > it NI L NDPL gt < 9ttt i e B
> Nzl < giHlait, i ¢ BI,
S AT NS >, r e BO,
S N =t r ¢ BO,
A >0, j=1,...,n.

(10)
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Two of the distance functions used to construct the Malmquist index re-
quires information from two periods. The first of these is computed for DMU,
as:

(Dt( t+1 yt+1>>—1 — Min 6"

s.t. S i AT + Mol < bt i e BI,
S Nty < 04ty i¢ BI. .
Jj= 1]#0)\5 ! +)\Z iozyi—g17 TEBO, ( )
D AjYps > yﬁil, r & BO,
)\tzO j=1,...,n

The last linear-programming problem we need to solve is also a mixed-
period problem. It is specified as in (11), but the ¢ and ¢ + 1 superscripts are
transposed, as

(D (2, y2)) ™" = Min 6+

s.t. S AT A < gt i e B
Zn )\t+1 t+1 0t+1 t i ¢ B[
Zn s )\H-Jl t+1 + )\t+1yt+1 > gt r & BO
J=L37F0 "] —Tj o T0 r0’ )
1 1
o N o ¢ 5O,
AT >0 j=1,....n

(12)
Following Fare et al. [5], we can calculate IDEA-based Malmquist produc-
tivity index as,
Di(xe ™ yst) |, Dt (et e
Di(abut) . DI (sbwh)

M, =] 12, (13)

According to Zhu [11], we can change imprecise data of strong ordinal and
ratio bounded into precise data and then calculate Malmquist index of such
imprecise data.

4. Conclusion

The current paper calculates the Malmquist productivity index with data
which some of them are imprecise. It is based upon the standard CCR model.
It uses the standard linear DEA to perform IDEA-based productivity change
analysis.
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