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Abstract

Charnes and Cooper recently received the INFORMS Impact Prize for their development of data
envelopment analysis (DEA). This talk will demonstrate how DEA has become a widespread important
performance measurement tool, particularly in public and non-profit sectors that lack "marketplace"
mechanisms of cost minimization and profit maximization. DEA offers a new means for evaluating relative
performance of such organizations, based in mathematical programs that identify best-practice units and
inefficiency level of others. This is accomplished by focusing on "outlier" observations in contrast to
traditional central tendency analyses. The underlying methodology is a powerful tool for evaluating
performance and modeling operational processes that has proven itself in a host of successful applications.
This presentation will provide a basic introduction to DEA and describe its use in performance
measurement. Several applications will illustrate the modeling process including the identification of
input/output variables, the choice of an appropriate DEA model, and extensions to the methodology such
as categorical and non-discretionary variables.
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