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Efficiency Evaluation in Healthcare System — An Application
of Data Envelopment Analysis ( DEA )
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The objectives of this study are to understand the current state of healthcare systems’
operation in Taiwan, and to find out the approach to measure hospital efficiency
objectively. We explored the relationship between implementation of strategy and
efficiency among healthcare systems of hospitals above 100 beds, and inquired the
strategies which enhance hospitals’ performance.

This is a cross-sectional study combing primary and secondary data. A structured
questionnaire was developed and mailed to chief executive officers of 88 hospitals of
6 healthcare systems. The questionnaire includes three sections: the healthcare
systems’ operational situations, those executives’ viewpoints of franchise, and the
strategies which they have been implementing more than one year. The response rate
is 59 percent. Secondary data came from the Department of Health in Taiwan

( Service Volume and Current Status of Health Care Organizations in Taiwan Area
2000 ). Data envelopment analysis was used to measure efficiency score. Finally,
multi-tobit analysis was employed to explore the relationships between strategies and



efficiency scores.

The results indicate that the operating efficiency scores of private healthcare systems
are significantly higher than those of veteran, nonprofit proprietary, Department of
Health affiliated, military, and municipal healthcare systems. Adjusted for the
confounding variables of ownership, accreditation status, and scale, the following
operation strategies are found significantly related to efficiency: (1) “contract
management of specific specialty” and “increasing the responsibilities of hospitals’
chief” in directional strategy category; (2) “integrate education activities of
employee” in human resource strategy category; (3) “establish long-term quality
improvement objectives” in quality strategy category. The study suggests that
implements the above operating strategies could significantly improve the healthcare
systems’ efficiency.



