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Abstract

There is an increasing concern with measuring and
comparing the efficiency of organizational units such
as schools, hospitals, bank branches, transportation

and similar instances where there is a peer(comparison)
set of units.

The usual measure of efficiency, i.e.:
nutput

efficiency =
input

is often inadequate due to the existence of multiple
inputs and outputs related to different resources,

activities and environmental factors.

Farrell(1957) proposed the single-input/
single-output technical efficiency measure.
DEA(Data Envelopment Analysis) is the optimization
method of mathematical programming to generalize to
the  multiple-input/  multiple-output case by
constructing a relative efficiency score as the ratio of
a single virtual output to a single virtual input. Thus
DEA become a new tool in operational research for
measuring technical efficiency. It originally was
developed by Charnes, Cooper, Rhodes(1978) with
constant returns to scale (CRS) and was extended by
Banker, Charnes, Cooper(1984) to include variable
returns to scale(VRS). So the basic DEA models are
known as CCR and BCC. Since 1978 over 1000
articles, books and dissertation have been published.
Up to now the DEA measure has been used to
evaluate and compare educational departments
(schools, colleges and universities), health care
(hospitals, clinics) prisons, agricultural production,
banking, sports, market research, transportation
(highway maintenance), courts and many other
applications. DEA is a nonparametric approach.
Using the technical of linear programming, DEA can
find out the efficiency frontier of all decision making
units(DMUs) to evaluate the relative efficiency
among DMUs.

In this study, we will use DEA to measure the relative
efficiency of hospital by the financial data in Taiwan
and try to give some suggestions for improvement
among DMUs.

Keywords: Data Envelopment Analysis, efficiency
frontier, financial index of hospital
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