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Abstract

The two-stage network DEA models based on the framework that the efficiency of the whole stage is equal to the product
of the efficiencies of two sub-stages can not only turn the ‘black box’ into the ‘glass box’ to identify the root causes of the
inefficiency of the network system, but also consider the relationship between the two sub-stages within the whole stage.
Nowadays, the two-stage network DEA models have been widely applied in the field of economy and management, such
as green supply chain and reverse supply chain. Due to the novelty of evaluation indexes, these emerging research objects
with network structure, such as green supply chain, involve not only traditional evaluation indexes such as cost and time, but
also some novel evaluation indexes such as customer satisfaction and flexibility. However, these new evaluation indexes are
difficult to quantify accurately, which will lead to the failure of the traditional two-stage network DEA models. Therefore,
this paper attempts to extend the traditional two-stage network DEA models to the uncertain two-stage network DEA models
with the application of uncertainty theory. In the new models, inputs, intermediates and outputs are considered to be uncertain
variables to deal with the problem of inaccurate data. Finally, a numerical example of the uncertain two-stage network DEA
models will be presented for illustration.

Keywords Two-stage network system - Data envelopment analysis - Uncertainty theory - Efficiency

1 Introduction

With the globalization of economy and the popularity of
supply chain, the traditional ‘black-box’ DEA models such
as CCR or BCC models Charnes et al. (1978) which can
only recognize DMU as a whole rather than break down
the whole system into sub-stages are no longer perfectly
suitable for evaluating a system with complex network struc-
ture Cook and Zhu (2010). This is because the ‘black-box’
models ignore the internal structure of the network system
and hence cannot provide enough information on identify-
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ing the root causes of the inefficiency of the network system
Esmaeilzadeh and Matin (2019). For decision makers, it is not
enough to evaluate whether the network system is efficient or
not from a holistic perspective. In order to improve the per-
formance of the network system comprehensively, decision
makers need to investigate the running states of sub-stages
to make the optimal decisions Chen (2009). Therefore, many
researchers have put forward that the traditional ‘black-box’
models should be converted into ‘glass-box’ models in which
the internal structure of the network system should be taken
into account in the efficiency evaluation Kao (2014).

In order to transform ‘black-box’ models into ‘glass-box’
models, many scholars have devoted great efforts to the study
of network DEA models. For example, Fare and Grosskopf
(2000) proved the usefulness of network DEA by analyzing
several network models with different structures. Seiford and
Zhu (1999) established the two-stage network DEA models
to assess sub-stages of 55 top banks in US. Cook et al. (2014)
summarized the latest researches of network DEA models.

Among all the network structures, the two-stage network
structure has been considered as the most fundamental and
straightforward structure because it can be expanded to some
more intricate structures and has been widely used in numer-
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ous practical studies Kao and Hwang (2008). For example,
Seiford and Zhu (1999) decomposed the entire operation
process of a commercial bank into two sub-stages: profitabil-
ity and marketability, and the efficiencies of two sub-stages
and the whole stage were calculated by CCR models respec-
tively. Some other examples contain the performance of bank
branch affected by information technology (Chen and Zhu
2004) and the performance of two-stage Major League Base-
ball (Sexton and Lewis 2003).

Some of the above studies are based on the two-stage net-
work DEA models in which two sub-stages are regarded
as independent individuals with their own inputs and out-
puts respectively. However, this research method does not
consider the influence of the relationship between the two
sub-stages within the whole stage on efficiency evaluation
of the two-stage network system. From the perspective of
supply chain, due to the close cooperation between upstream
and downstream enterprises, each individual does not exist
independently, whose inputs and outputs are affected by
neighboring enterprises. For instance, for the purpose of
reaching an efficient status, the downstream enterprise may
choose to cut down its inputs (intermediates). But this action
means that the outputs of the upstream enterprise will be
reduced, which may lead to the decrease of the efficiency of
the upstream enterprise. Thus, there will be potential conflict
among the two sub-stages, which is caused by their relation-
ship.

In order to solve this potential conflict caused by the
relationship between two sub-stages, a framework that the
efficiency of the whole stage is equal to the product of the effi-
ciencies of two sub-stages was proposed by Kao and Hwang
(2008). This reasonable relationship reflects the close con-
nection between the two sub-stages within the whole stage,
which can effectively cope with this potential conflict. More-
over, the two-stage network DEA models considering their
relationship are more reliable in identifying the efficiencies
of the network system and consequently are capable of more
accurately finding out the root causes of the inefficiency of
the network system (Kao and Hwang 2008). Therefore, it is
essential to establish the two-stage network DEA models that
conform to their relationship Kao (2016).

Recently, some burgeoning issues such as green supply
chain and reverse supply chain have received increasing
attention in many researches Dyckhoff and Allen (2001).
Due to the novelty of evaluation indexes, these emerging
research objects with network structure, such as green sup-
ply chain, involve not only traditional evaluation indexes such
as cost and time, but also some new evaluation indexes such
as customer satisfaction, social benefits and flexibility. How-
ever, these new evaluation indexes are difficult to quantify
accurately and hence considered as inaccurate data, which
will lead to the failure of the traditional two-stage network
DEA models (Sadjadi and Omrani 2008). Therefore, in order
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to accurately evaluate these emerging issues, it is urgent to
handle the problem of inaccurate data.

In order to solve the imprecise data, many stochastic DEA
models have been built up based on the probability theory by
Sengupta (1982), Banker (1993), Sueyoshi (2000) and Ole-
sen and Petersen (2016). Furthermore, fuzzy methods have
been used to deal with the inaccurate datain DEA. Kao (2011)
developed the fuzzy forms of the two-stage network DEA
models. Some other researchers also have been devoted to
the application of fuzzy method in two-stage network DEA,
including Tavana (2018), Hatami-Marbini and Saati (2018)
and Wanke et al. (2018).

Nowadays, there is a tendency to use uncertainty theory
established by Liu (2007) to cope with the problem of inaccu-
rate data. The core advantage of uncertainty theory lies in the
reasonable construction of belief degree to solve the problem
of inaccurate data on the basis of overcoming the limita-
tions of human beings Liu (2012). Moreover, uncertainty
theory has constantly been applied in many fields of science
and engineering. Liu (2009) put forward uncertain program-
ming in 2009. Many other scholars have also been devoted
to the application in the field of programming from uncertain
machine scheduling (Liu 2010) and uncertain multi-objective
programming (Liu and Chen 2015) to uncertain multilevel
programming model (Liu and Yao 2015).

In recent years, uncertainty theory has been also studied
and proved by many experts in the field of DEA. Wen et al.
(2014) proposed the first uncertain DEA model. Then, Lio
and Liu (2018) introduced an uncertain DEA model contain-
ing imprecise inputs and outputs. Jiang et al. (2019) further
established an uncertain DEA model to recognize the scale
efficiency in uncertain situation. In addition, Jiang et al.
(2020) developed two new uncertain DEA models capable
of further identifying specific scale efficiency. However, up
to now, there is no research on the uncertainty theory in the
two-stage network DEA models.

Thus, the purpose of this paper is to apply and extend the
uncertainty theory to the two-stage network DEA models. In
general, the contributions of this paper are as follows. Firstly,
this article expands the application of uncertainty theory in
the field of DEA. Secondly, this paper expands the evaluation
method of unobservable variables and the scope of applica-
tion of DEA models by establishing the uncertain two-stage
network DEA models. At last, for the contribution of prac-
tice, the new models can provide more constructive opinions
for decision makers to identify the root causes of the inef-
ficiency of the network system in complex and uncertain
environment and to further enhance the performance of the
network system.

The rest of this article is organized as follows. Section 2
will provide some basic theoretical knowledge of uncertainty
theory. The uncertain two-stage network DEA models and
their equivalent forms will be presented and proved in Sect. 3.
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In Sect. 4, a numerical example will be given for illustration.
The final section is the conclusion remarks.

2 Preliminaries

In order to better expand the application of uncertainty the-
ory in two-stage network DEA models, we will introduce
the basic knowledge and concepts of uncertainty theory. The
fundamental and essential definition of uncertainty theory is
uncertain measure. The uncertain measure M is defined as a
set function on a o -algebra L over a nonempty set I” by the
following three axioms Liu (2007):

Axiom 1. (Normality Axiom) M{I"} = 1 for the universal
set I'.

Axiom 2. (Duality Axiom) M{A} + M{A¢} = 1 for any
event A.

Axiom 3. (Subadditivity Axiom) For every countable
sequence of events A, Aj,..., we have

M[ Ai} SZM{A,’}.
i=1 i=1

Besides, Liu (2009) proposed the product axiom for the
product uncertain measure in 2009 as follows:
Axiom 4. (Product Axiom) Let (I}, Lk, My) be uncertainty
spaces for k = 1,2, .... The product uncertain measure M
is an uncertain measure satisfying

M {]‘[ Ak} = A\ MilAx)
k=1 k=1

where Ay are arbitrarily chosen events from L for k =
1,2, ..., respectively.

Definition 1 (Liu 2007) Uncertain variable is a measurable
function 7 from an uncertainty space (", £, M) to the set of
real numbers such that

{reBl={yel|t(y) e B}

is an event for any Borel set B of real numbers.

Definition 2 (Liu 2007) The uncertainty distribution ¥ of an
uncertain variable 7 is defined by

¥(x) =M{r <x}

for any real number x.

We will introduce some common uncertainty distributions
based on the definitions above. Firstly, we will introduce

the most common one called linear uncertainty distribution,
which is

0, ifx <a
x—a)/b—a), ifa<x<b
1, if x > b;

W(x) =

and the second common uncertainty distribution is called
zigzag uncertainty distribution, which is

0, ifx <a
(x —a)/[2(b — a)], ifa<x<b
(x +¢c—2b)/[2(c — b)], ifb<x<c
1, ifx > c.

W(x) =

An uncertainty distribution ¥ (x) is deemed to be regular
(Liu2010) if it is a continuous function and strictly increasing
with respect to x at which 0 < ¥ (x) < 1, and

Iim ¥(x)=0,

lim ¥(x)=1.
X—>—00 X—>00
If 7 is an uncertain variable with regular uncertainty dis-
tribution @ (x), the inverse function ¥ ~!(x) is called the
inverse uncertainty distribution of ¢ (Liu 2010).

Definition 3 (Liu2009) Uncertain variables 71, 12, . .
said to be independent provided that

., Ty are

k k
M{ﬂ(n € Bi)} = /\M{fi € B;}
i=1 i=1

for any Borel sets By, Ba, ..., By of real numbers.

The following theorem proposed by Liu (2010) can
calculate the inverse uncertainty distribution of a strictly
monotonous function of independent uncertain variables
with regular uncertainty distributions as below:

Theorem 1 (Liu 2010) Let 11, 12, ..., Tk be independent
uncertain variables with regular uncertainty distributions
U1, Wy, ..., W, respectively. If f is strictly increasing with
respectto Ty, T2, . . ., Tq (q < k) and strictly decreasing with
respect 10 Ty41, Ty+2, - - - » Ths thent = f(t1,70,...,Tk) IS
an uncertain variable with an inverse uncertainty distribu-
tion

o )= f@ @, ... ¥, (@), wq;ll(l —a),...,
v (1 - ).

Expected value can be used to represent the size of t,
which is the average value of uncertain variable in the sense
of uncertain measure. The formal definition is shown below.

@ Springer
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Definition 4 (Liu2007) The expected value of uncertain vari-
able 7 is defined by

+00

0
E[t] = Mt > x}dx —/ Mt < x}dx

0
provided that at least one of the two integrals is finite.

Suppose that 7 is defined as an uncertain variable with
uncertainty distribution ¥. Afterwards, Liu (2007) Liu
(2010) represented the formulas about the expected values
of T as below:

+00 0
Elt] =f (1 — ¥ (x))dx —/
0

—00

¥ (x)dx,
1
El[t] = / v (@)da.
0

Theorem 2 (Liu and Ha 2010) Assume 71, 72, ..., Ty are
independent uncertain variables with regular uncertainty
distributions W1, Vs, . .., W, respectively. If f(t1, To, ..., Tk)
is strictly increasing with respecttoty, T, ..., 74 (¢ < k) and
strictly decreasing with respect to Tyy1, T2, - - ., Tk, then
the expected value of T = f{t1, To, ..., Tx) IS

1
Elt] = /O f@ @, v @), tpq;‘l(l — ),

w1 - @)da.

3 The uncertain two-stage network DEA
models

In this part, we will introduce the uncertain two-stage net-
work DEA models considering the relationship between the
two sub-stages within the whole stage. Similar to the tradi-
tional two-stage network DEA models, the structure of the
uncertain two-stage network DEA models is also composed
of two sub-stages, which is shown in Fig. 1. The inputs are
transformed into intermediates through the first stage, and
then the intermediates are totally put into the second stage.
In the new models, inputs, intermediates and outputs are con-
sidered to be uncertain variables.

DMUg
a N
P
Xk > L 21 > Yki
Xk2 > L %2 ) > Y2
sub-process 1 : sub-process 2
Xkn > —> ka —> > Yikh

Fig.1 Two-stage network system
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In order to build the whole stage model, the first stage
model and the second stage model of the uncertain two-stage
network DEA models, some basic symbols need to be defined
as below:

DMUy;: the kth DMU, k =1,2, ..., j
DMU,: the target DMU

Xt =(Xk1, Xk2, - --» Xkn): the uncertain inputs vector of DM Uy,
k=1,2,...,j

Xo=(Xo1, X025 ---» Xon): the uncertain inputs vector of DMU,,
Y& = Vk1» Yk2, ---» Ykh): the uncertain outputs vector of

DMUy, k=1,2,...,j
Yo =01, Yo2, ---» Yon): the uncertain outputs vector of DMU,

Zk =(Zk1, Zk2, ---» Zkp): the uncertain intermediates vector of
DMUg, k=1,2,...,j
Zo =(Zo1, Zo2s .-, Zop): the uncertain intermediates vector of

DMU,

u € N": the vector of input weights

v € R": the vector of output weights

w € NP: the vector of intermediate weights

3.1 The whole stage model

In order to establish the whole stage model more reason-
ably, we will take into account the proportional constraint
of each sub-stage based on the relationship between the two
sub-stages within the whole stage. Moreover, the multiplier
of the intermediate 7 we take in this model is always the
same regardless of whether it plays the role of input or out-
put throughout the process. Based on the above statement
and uncertainty theory, this model is formulated as below:

uy()
IEI,]U%)U()cw_EI:” io:l
T3
s.t. E[‘:T{z]gl, k=1,2,..., ]
w’z _
E[Mk]gl, k=1,2,..., 0
ul 5 _
E[szk]fl, k=1,2,..., ]
u>0
v=>0
w > 0.

Definition 5 (Uncertain DEA Efficiency) If and only if the
optimal solution ¢, of the model (1) can reach 1, DMU, can
be considered as efficient.

The efficiency of DMUj can be calculated by evaluating
the optimal value of the whole stage model. The equivalent
form of model (1) is proved as below:

Theorem 3 For each k, let inputs Xy, Xk2, ..., Xkn, OUt-
pUts i1, Y2, - - -, ykn and intermediates i1, Zk2, - . -, Zkp
be independent uncertain variables with regular uncer-
tainty distributions Wiy, k2, - .., Yen, Prt, Pr2, .. Prn
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and 21, S22, . . ., Qpp, respectively. Then the whole stage
model (1) is equal to the following form:

h -1
@ (a
max ¢, = fo L=t 4P @

v, w Y i, (1—a)
st %da k=1,2,...,]
=1V —
|wq (0() _
I —Zﬂvz% da sl k=12
(2)
Jif EEO gy <, k=12,
Zq 1wq-(2kq (I—a)
w=(u,uy,...,up) >0
v=(v1,02,...,0,) >0
w=(wy, wz,...,wp) >0
Where l1/()17 WOZ’ MR l1/()11’ ¢()1’ ®027 MR ®Oh andgo], 9025

, £,p are the regular uncertainty distributions of X,1, Xo2,
> Xons Yols Yo2» -+ > Yoh and Zol, Zo2s + - - » Zop, respec-
tively.

Proof Since the function u” J; /v” % is strictly increasing
with respect to y; and strictly decreasing with respect to x
for each k. According to Theorem 1, we can conclude that
the inverse uncertainty distribution of u” 3 /v” % is

iy U :1<a>

G, Na) =
“ Yo v, (l—a)

From Theorem 2, we obtain

EIEA
E — =
vTx; 0

Similarly, for each k, according to the above proof, it can be
drawn at once that the function

|:w Zki| / q 1 Wq k_ql(a) do
vl % Z v (1 o)

Y w ' (@)
vt (-

da, k=1,2,...,].

is strictly increasing with respect to Zx and strictly decreasing
with respect to xi. Identically, for each k, it can be inferred
very quickly that the function

@
|:” Yk:| / Zt LU Py (@) do
W% Sl w2 (=)
is strictly increasing with respect to y; and strictly decreasing

with respect to Zg.
The theorem has been proved. O

3.2 The first stage model

The first stage model is established based on the whole stage
model. Therefore, the first stage model is trying to find the
maximum efficiency of the first stage while maintaining the
efficiency of the whole stage. Then the first stage model is
formulated as follows:

T
moy = E [
s.t E_ZT;)ZT;]:CW
[ u” 5 _
E_mk]<1, k=1,2,....]
w!' 7 _ : 3
E[ﬁk]q, k=1,2,....] 3
[ u” 5% —
E_wTZk]gl, k=1,2,...,]
u=>0
v>0
w > 0.

Definition 6 (Uncertain DEA Efficiency) If and only if the
optimal solution ¢ of the model (3) can reach 1, DMU, can
be considered as efficient.

The efficiency of DMUj can be calculated by evaluating
the optimal value of the first stage model. The equivalent
form of model (3) is proved as below:

Theorem 4 For each k, let inputs Xii, Xk2, ..., Xkn, oOut-
puts Vi1, k2, - - ., ykn and intermediates Zx1, Zx2, - - . Zkp
be independent uncertain variables with regular uncer-
tainty distributions Wi1, Yo, ..., Yin, Pr1, Pr2, ..., Prn
and $2i1, §2k2, . . ., $2kp, respectively. Then the first stage
model (3) is equal to the following form:

@ Springer
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1 qu 1 Wq r;1 (o) . . . . . ~ . .
;nvaﬁ 1= fo S v () d is strictly increasing with respect to Z; and strictly decreasing

1 Zi’ 1 u P ot (O{) —

fO n = Ut (1 _ ) da Cw
1 Y wer @

/‘0 t=1 ® kt do

v, i )

12 w2 (@)
0

v (1)
1
/O%da L k=12,
u= Wy, uy,...,up) >0
v=(,v2,...,0,) >0
w = (wy, w2,...,wp) >0
where Wy, Woa, ..., Yon, Pot, Poa, - .., Ponand 2,1, 22,

, 2,p are the regular uncertainty distributions of X1, Xo2,
° i()n? 5/017 5]027 cer yoh and 2017 2021 cet ZOP? respec'
tively.

Proof Since the function u” 3 /vT % is strictly increasing
with respect to y and strictly decreasing with respect to xj
for each k. According to Theorem 1, we can conclude that
the inverse uncertainty distribution of u” 3 /vT %y is

Y ur @y, (@)
i vt (- a)

I @) =

From Theorem 2, we obtain

T= 1 h uq§7]ot
E[” )’kj|: it UPu @ g

vl 5 (N ST Zst ¢ )

Similarly, for each k, according to the above proof, it can be
drawn at once that the function

-1
|:w Zk] / q 1wq-qu (o) do
vl 5 DRHIRRUT 2o G )
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with respect to xi. Identically, for each k, it can be inferred
very quickly that the function

@
|:” Yk:| / Zt LU Py (@) do
W% Sl w2 (=)
is strictly increasing with respect to y; and strictly decreasing

with respect to Zg.
The theorem has been proved. O

3.3 The second stage model

Similarly, the efficiency of the second stage model is based
on the efficiencies of the first stage and the whole stage.
While maintaining the efficiencies of the whole stage and
the first stage, the efficiency of the second stage reaches the
maximum. The second stage model is presented as follows:

— U Yo
linva)lf) =E I:wTZ,,]
-
sit. E [ZT;S] =Cy
T
E _]:})T;g_ =C]
[ u” 3 _
E_ﬁk]gl, k=1,2,..., ] s
[w’z ] _
E T | <1, k=1,2,...,j
[u” 5 ] —
E_wTZk <1, k=1,2,...,j
u=>0
v=>0
w>0

Definition 7 (Uncertain DEA Efficiency) If and only if the
optimal solution ¢; of the model (5) can reach 1, DMU,, is
considered as efficient.

The efficiency of DMUj can be calculated by evaluating
the optimal value of the second stage model. The equivalent
form of model (5) is proved as below:

Theorem 5 For each k, let inputs Xy, Xk2, ..., Xkn, OUt-
puts i1, Y2, - - -, Ykh and intermediates Zx1, Zk2, - . ., Zkp
be independent uncertain variables with regular uncer-
tainty distributions Y1, k2, - ..y Yen, Pr1, Pr2, ..., Prn
and §2x1, 242, . . ., $2kp, respectively. Then the second stage
model (5) is equal to the following form:
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1 lut ot (Ol)

max ¢y = =
1wq oq( —a)

u,v,w

fO Zl)
1 4P m (@) —

b STy (1w 0% T W

1 Zq 1wl] uql( ) _

/() anl Uz (l a)da - C]

Md <1 ;
fO anvlk (I—a) s (6)
Iw‘I‘qu (@)

— <
fO anullllk (l —a) “=

rl“l‘ kt (ot) d
5 ——da , k=1,2,...,
fO Zq | Wy kq(l ) .]
u=(ur,uz,...,up) =0
v=(v1,v2,...,0,) =0
w=(wy, w2,...,wp) >0
Where lI/ol, WOZ! LR lpﬂl’l’ 45017 ¢029 cee (pah andgols 9029

., 820p are the regular uncertainty distributions of X1, X2,

L] x~0n» 5701’ 5/027 MR 5}()1’! and 2017 202’ T Zl)p» respec_
tively.

Proof Since the function u” J; /vT %; is strictly increasing
with respect to yy and strictly decreasing with respect to X
for each k. According to Theorem 1, we can conclude that
the inverse uncertainty distribution of u” 3 /v %y is

Zt 1”f¢kt ()
i vt (1 —a)

Qk (01 ) =
From Theorem 2, we obtain

h —1
=1 WPy, (@)

U Vi / = .
do, k=1,2,...,].
[ Txk] PIIRRIT Zeay ¢ Iye))

Similarly, for each &, according to the above proof, it can be
drawn at once that the function

|:w Zki| / 1wq kq (Ol)
da
vl X Z, i (1= a)

is strictly increasing with respect to zx and strictly decreasing
with respect to xx. Identically, for each k, it can be inferred
very quickly that the function

[H yk} / S ud I Ha) dor
Wi ] T o S w2, (-

is strictly increasing with respect to y; and strictly decreasing
with respect to Z.
The theorem has been verified. O

4 A numerical example

In this section, the expected results of the uncertain two-
stage network DEA models we have established are shown
as follows. We will use a set of data to test the uncertain
two-stage network DEA models. The original data which is
shown in Table 1 is composed of three uncertain inputs, three
uncertain intermediates and three uncertain outputs of five
DMUs. The results of the efficiency evaluation are shown in
Table 2, including the efficiency values for the whole stage,
the first stage and the second stage.

The efficiency of the whole stage is the chief observation
object for decision makers, which enables them to understand
the network system from a holistic perspective. As is shown
in Table 2, we can observe the efficiencies (c}) of the whole
stage of five DMUs by the uncertain two-stage network DEA
models. It can be clearly seen that the optimal value (c},) of
DMU; reaches 1.0000 which means that DMU] is efficient
at the whole stage. By comparison, the efficiency (c) of
the whole stage of the DMU> is 0.2549 which is lower than
1.0000 and considered to be inefficient at the whole stage.
The analyses of the DMU3, DMU,4 and DMU s can be shown
in the same way.

After identifying the efficiency of the whole stage, the
efficiencies of the internal sub-stages also need to be analyzed
in order to find out the root causes of the inefficiency of the
network system. As shown in Table 2, the efficiencies (cT,
c’zk) of two sub-stages of DMU are both 1.0000, which is the
real reason why DMU] is efficient at the whole stage. That is
because only when the efficiency of each sub-stage reaches
1.0000, the whole stage can be efficient as a whole. In other
words, the efficiencies of the two sub-stages of DMU; can
correspond to the relationship between the two sub-stages
that the efficiency of the whole stage is equal to the product
of the efficiencies of the two sub-stages. For decision makers,
efficient DMU; can be viewed as a benchmark to further
improve other inefficient DMUs.

Different from DMU]j, the efficiency (c}) of the first stage
of DMUj is 1.0000 while the efficiency (c3) of the second
stage is 0.2545. It is easy to draw the conclusion that the inef-
ficiency of the whole stage of DMUj is due to the inefficiency
of the second stage. Similarly, the efficiency (c3) of the sec-
ond stage of DMU3 is 1.0000, whereas the efficiency (c}) of
the first stage is 0.1779, which can be regarded as the root
cause of the inefficiency of DMUj3. Through the comparison
of the above two DMUs, we can easily find out that DMU,
and DMUj; are similarly inefficient at the whole stage. But the
reasons for the inefficiency are quite different, which are due
to the different internal inefficient stages. Since the reasons
for each DMU being inefficient are different, it is very impor-
tant to be able to identify the inefficient sub-stages, which can
prevent decision makers from allocating finite resources to
efficient stages and neglecting inefficient stages.
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foputs, thre memmediaes ang. DM 1 2 3 4 5

three outputs, in which L(a, b) Inputl L4, 6) £(10, 11) £.(28, 30) £(30,31) £(14, 16)

represents linear uncertain

variable and Z(a. b, ¢) Input2 L(5,6) L9, 11) £(29, 30) £(30,32) L(15, 16)

represents zigzag uncertain Input3 L4,5) £L(10, 12) L£(30,31) £(28, 30) L(14, 15)

variable Intermediates] ~ 2(28,29,30)  Z(59,60,62)  2(27,28,30)  2(30,31,32)  2(38,39,40)
Intermediates2  2(28,29,30)  2(59,60,61)  2(28,29,31)  2(28,30,31)  Z(38,40,42)
Intermediates3  2(30,31,32)  2(60,61,62)  2(30,31,32)  2(27,28,30)  Z(40,41,42)
Output] £(400, 402) £(199, 200) £(398, 400) £(298, 300) £(199, 200)
Output2 £(399, 400) £(200, 202) L£(400, 401) £(300, 302) £(200, 201)
Output3 £(403, 404) £(199, 200) L£(396, 398) £(300, 301) £(198, 200)

Z:z':llsafin;}tlﬁerzsfgl(:tiseﬁiies by the DMUk ! 2 3 4 >

E‘Ef\rfgd?ff'mge network Optimal value ¢, for the whole stage 1.0000 0.2549 0.1778 0.0509 0.0410
Optimal value c] for the first stage 1.0000 1.0000 0.1779 0.1331 0.4439
Optimal value c; for the second stage 1.0000 0.2545 1.0000 0.3828 0.0924

By further observation, we can find out more things wor-
thy of our attention from DMU,4 and DMUs. The efficiency
(c7) of the first stage of DMUy is 0.1331 while the efficiency
(c3) of the second stage is 0.2545. The result for DMUs
can be interpreted in a similar way. Different from DMU,
and DMUj3, the DMUy and DMUs are not only inefficient
at the whole stage, but also at all the sub-stages. It is a com-
mon situation faced by most policy makers. However, due to
the limited resources, it is impossible for policy makers to
invest resources in all the inefficient sub-stages to improve
performance. Therefore, decision makers can firstly choose
to improve the inefficient sub-stages with lower efficiency.
This is because the inefficient sub-stage with lower efficiency
is more likely to be improved when the same resources are
invested. Moreover, a slight improvement in the relatively
low efficiency of the sub-stage will result in a higher improve-
ment of the overall performance. This fully demonstrates the
importance of identifying efficiencies of sub-stages for deci-
sion makers.

5 Conclusions

In the research of the economics, the key element to improve
the performance of network system is to identify the internal
root causes of the inefficiency. Moreover, due to the novelty
of evaluation indexes, the traditional DEA models cannot
deal with the emerging indexes such as social welfare, which
cannot be quantified accurately. Thus, based on uncertainty
theory, this paper establishes the uncertain two-stage network
DEA models, which have the most basic structure that can

@ Springer

be extended to other more complex network models. The
new models can accurately identify the root causes of the
inefficiency of the network system and deal with the problem
of inaccurate data in uncertain environments.

In addition to theoretical expansion, the models can also
be used in empirical application. In reality, there are many
systems with complex network structure, such as maritime
supply chain. Generally speaking, the maritime supply chain
consists of two sub-stages: ports and shipping companies.
For decision makers, in addition to identifying the overall
efficiency of the maritime supply chain, it is also important
to explore its internal structure and hence identify the inter-
nal root causes of the inefficiency. By the uncertain two-stage
network DEA models, decision makers can identify the inef-
ficient supply chain members and make the right resource
allocation decisions in uncertain environment.

In general, the contributions of this paper are as follows.
Firstly, this article expands the application of uncertainty the-
ory in the field of DEA. Secondly, this paper expands the
evaluation method of unobservable variables and the scope of
application of DEA models by establishing the uncertain two-
stage network DEA models. Despite some theoretical and
practical contributions, this research concentrates on only a
simple two-stage network structure. In practice, the paral-
lel structure is also common, especially for enterprises with
multiple homogenous sub factories. Therefore, in the future,
our research will focus on the efficiency evaluation of parallel
structure systems with inaccurate data.
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