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RESOURCE ALLOCATION FOR SUPPLY CHAINS BASED ON
PARETO-OPTIMAL TWO-STAGE CROSS-EFFICIENCY MODEL

YUANYUAN ZHAO AND LEI FANG*

Abstract. The contradiction between the scarcity of common resources and the infinity of human de-
mand for these resources has a significant impact on social development. Therefore, resource allocation
can make the best use of limited resources in economic activities. Taking the two-stage supply chain
where the outputs from the upstream supplier are taken as the inputs for the downstream manufacturer
as an example, this paper applies the cross-efficiency model to comprehensively evaluate the efficiency
scores of supply chains in the process of resource allocation and explores the relationship between the
cross-efficiency of the supply chain and that of two enterprises within this supply chain. Furthermore,
the self-interested behavior of enterprises is taken as the Pareto improvement principle to propose a
Pareto-optimal two-stage cross-efficiency model, and this model can be used to optimally allocate the
limited resources among two-stage supply chains. A common set of weights is determined to make
all supply chains DEA efficient. Finally, the proposed model is illustrated to be feasible and effective
through a practical application of 27 Iranian resin production companies.
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1. INTRODUCTION

In the increasingly competitive market environment, the supply chain has gradually become the mainstream
trend of enterprise development. Specifically, different enterprises are combined into a functional chain through
the strategy of complementary advantages to cope with the uncertainty of market demand and to obtain
more economic benefits for these enterprises. The supply chain, which is composed of multiple enterprises
cooperating with each other, can not only reduce unnecessary costs in the process of providing products or
services but also promote enterprises to improve their rapid response to changes in market demand through
information sharing, so as to maximize the benefits of the entire supply chain and to promote the efficient
development of the social economy. However, it is obvious that the scarcity of resources is becoming increasingly
serious with the development of human society, both in terms of natural and social resources. Therefore, the
optimal allocation of limited resources can not only maximize the utility of resources but also appropriately
alleviate the contradiction between the scarcity of common resources and the infinity of human demand for
these resources in social development, which can promote sustainable development of the world. Wu et al. [27]
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studied a resource allocation strategy in the supply chain of manufacturing resources by proposing a matrix-
based Bayesian approach and employing a genetic algorithm to determine an optimal and robust manufacturing
resource allocation scheme within the context specified by the user. In addition, Zhu et al. [33], with the support
of big data technology, proposed the SBM-DEA model to evaluate the utilization efficiency of natural resources
for 26 provincial regions in mainland China from 2005 to 2012, and a DEA-based approach was developed to
allocate a reduced total of natural resources among the 26 provincial regions. Sharahi and Khalili-Damghani
[21] developed a decision support system based on the concepts of the benchmark in DEA and the optimal
design in De-Novo programming, and the optimal allocation of resources and optimal values of the targets are
set in Iranian natural gas supply chains under a real-world scenario where the budget of resources and targets
are usually mixed with uncertainties. An et al. [1] proposed a fixed cost allocation approach for basic two-stage
systems based on the principle of efficiency invariance, and investigated the related allocation plans for two-
stage systems under cooperative and noncooperative scenarios. Li et al. [14] addressed the fixed cost allocation
problem among a set of DMUs considering undesired outputs based on the joint weak disposability assumption,
and developed a satisfaction degree bargaining game approach to determine the existence of a unique allocation
scheme such that all DMUs can be simultaneously efficient. Furthermore, Zhao et al. [32] distinguished four
patterns of resource allocation and applied simulation from evolutionary game theory to reveal the stability of
various resource allocations under different constraint situations, so as to explore the effects of different resource
allocations in the development of strategic alliances.

Whether resource allocation is reasonable or not has an obvious impact on the level of socioeconomic devel-
opment. Efficiency is one of the criteria to measure the development level of organization systems. Data envel-
opment analysis (DEA), which was originally introduced by [3], is driven by objective data to evaluate the
relative efficiency of a group of homogeneous decision making units (DMUs) with multiple inputs and multiple
outputs. This non-parametric method can not only determine the structure of the envelopment frontier without
artificially defining parameters in advance but also effectively avoid the unscientific weight schemes caused by
artificial assignment. However, the traditional DEA models measure the self-evaluated efficiency of DMUs. That
is, these DMUs choose a set of optimal input-output weights to maximize their own efficiency scores based on
the self-interested principle. As a result, there are multiple efficient DMUs with an efficiency score of 1, which
does not facilitate the ranking among efficient DMUs.

To improve the power of traditional DEA models in discriminating efficient DMUs, Sexton et al. [22] intro-
duced the concept of peer evaluation into traditional DEA models and proposed the cross-efficiency model to
measure the cross-efficiency scores of DMUs. This comprehensive evaluation method analyzes not only the self-
evaluated efficiency of DMUs, but also the peer-evaluated efficiency obtained by using the optimal input-output
weights of other DMUs. Since there are multiple optimal solutions for the input-output weights generated from
the traditional DEA models, the cross-efficiency results of DMUs calculated by the optimal input-output weights
are generally not unique. To avoid this problem, Doyle and Green [9] introduced some secondary objectives to
develop the benevolent (or aggressive) cross-efficiency model, which can maximize (or minimize) the aggregate
efficiency of all DMUs except the evaluated DMU. Furthermore, Liang et al. [16] considered that each DMU seeks
to maximize its own efficiency under the condition that the cross-efficiency scores of other DMUs do not deterio-
rate, and proposed a DEA game cross-efficiency model to obtain the optimal game cross-efficiency scores, which
are proved to constitute a Nash equilibrium point. Wang and Chin [25] proposed a neutral cross-efficiency model
to determine a set of input-output weights for each DMU from its own viewpoint, without involving benevolent
or aggressive attitudes toward the other DMUs, and this model can effectively reduce the number of zero weights
for the output indicators. On this basis, Wang et al. [26] proposed an extended neutral cross-efficiency model,
which can reduce the number of zero weights in terms of both input and output indicators. In addition, Lim
[17] proposed the new aggressive (or benevolent) cross-efficiency model to solve the non-uniqueness of optimal
weights by taking the minimization (or maximization) of the cross-efficiency of the best (or worst) peer DMUs
as the secondary goal. Wu et al. [29] incorporated a target identification model to determine the reachable tar-
gets for all DMUs, and proposed several secondary goal models to select a set of optimal input-output weights
by considering the DMUs willingness to get close to their desirable cross-efficiency targets and to avoid their
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undesirable cross-efficiency targets. However, Cook and Zhu [7] pointed out that meaningful secondary goal
models can develop nonlinear programming problems, which can increase the computational difficulty of these
models, and thus a unit-invariant multiplicative DEA model is proposed to calculate the cross-efficiency scores of
DMUs, so as to eliminate the need for imposing secondary goals to solve the non-uniqueness problem of optimal
weights. Moreover, Chen et al. [5] introduced meta-frontier technology into the cross-efficiency evaluation model
to explore the technology gap between different frontiers in the cross-efficiency environment and to solve the
overestimation problem of the self-evaluation method, and then chose the aggressive cross-evaluation strategy
to solve the non-uniqueness of optimal solutions. In addition, Xie et al. [30] proposed Shannons entropy DEA
model to provide a complete ranking for all DMUs, and the important input and output variables are selected
by using the Bayesian information criterion and the ordinary least squares regression technology.

The above extended cross-efficiency models only measure the production efficiency of the single-stage struc-
ture system and do not take into account the internal structure of that system. However, in the real-world
environment, as the supply chain mentioned above, it is an operational process in which multiple enterprises
cooperate with each other to provide products or services. As a result, the efficiency score of the supply chain
measured by these evaluation models that ignores the internal structure of the supply chain is not reasonable,
and there may be a phenomenon in which the supply chain is efficient but the enterprises within this supply chain
are inefficient. Therefore, Orkeii et al. [20] extended the research of [26] to basic two-stage network systems and
proposed a new neutral cross-efficiency model that can not only effectively reduce the number of zero weights
for inputs, intermediate products and outputs, but also have improved discrimination power to fully rank the
DMUs in both overall and substages of two-stage network systems. In addition, Kao and Liu [11] applied the
concept of cross evaluation to measure the cross-efficiency scores of two basic network systems, and the results
show that the cross-efficiency of a system can be decomposed into the product of those of the divisions for the
series structure and a weighted average of those of the divisions for the parallel structure. Moreover, Ma et al.
[18] revealed that the centralized model proposed by [15] from the perspective of cooperative game theory may
lead to multiple and unacceptable cross-efficiency scores, and developed a game cross-efficiency model based on
the non-cooperative game theory to obtain a unique cross-efficiency result for the overall systems and two sub-
systems. Moreover, Shao and Wang [23] introduced prospect theory into the two-stage cross-efficiency evaluation
method. In addition, Meng and Xiong [19] applied the concept of multiplicative hesitant fuzzy preference rela-
tions (MHFPRs) and acceptable consistency analysis to calculate the priority of DMUs, and the overall efficiency
of the general two-stage system can be decomposed from the self-evaluation and peer-evaluation perspective.

However, there is still another important issue in the cross-efficiency evaluation; that is, the generated cross-
efficiency scores are not Pareto optimal, which makes it difficult for the cross-efficiency evaluation results to
be accepted by all DMUs. In the process of cross-efficiency evaluation, the so-called Pareto-optimal means
that there is no situation in which the cross-efficiency score of any DMU is increased without allowing the
cross-efficiency score of at least one DMU to decrease. In other words, the improvement of the cross-efficiency
score of a DMU is achieved at the cost of decreasing the cross-efficiency of at least one DMU other than it. In
this case, all DMUs cannot further improve their cross-efficiency scores by Pareto improvement. Furthermore,
Wu et al. [28] proposed the Pareto optimality estimation model to determine whether the given set of cross-
efficiency scores are Pareto-optimal solutions, and the Pareto improvement model is developed to make the
cross-efficiency score of the evaluated DMU better off without making any DMUs cross-efficiency scores worse
off. Furthermore, Davtalab-Olyaie and Asgharian [8] proposed a multi-objective programming model based on
the self-prioritizing principle, and applied the weighted sum technique to develop a linear model, which can
determine an optimal weights profile to calculate the Pareto-optimal cross-efficiency scores of all DMUs. And
[24] used the cross-efficiency method based on a secondary goal model to allocate fixed costs, and it is also
verified that the performance results of all DMUs are Pareto cross-efficient after the allocation.

To eliminate unrealistic weighting schemes provided by DEA models with a self-evaluated method in the
process of resource allocation and to avoid unreasonable performance results of DMUs after the resource alloca-
tion, extended cross-efficiency models have also been widely used to explore the optimal allocation of common
resources. Du et al. [10] used the cross-efficiency concept in DEA to approach cost and resource allocation
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problems, and the cross-efficiency iterative method was proposed to maximize the aggregated output change by
allocating available resources. Subsequently, Yu et al. [31] combined a two-stage network DEA model and the
concept of cross-efficiency to solve the fixed cost allocation problem in the two-stage process, and the iterative
method of [10] was applied to determine the optimal cross-efficiency scores for two stages and to obtain the
optimal fixed cost allocation among all DMUs. Furthermore, Li et al. [13] proposed a DEA game cross-efficiency
approach to address the fixed cost allocation problem by explicitly considering both competition and cooperation
relationships among DMUs, and the Shapley value was used to generate a unique and fair allocation scheme.
Moreover, Chen et al. [6] introduced the preference for all individual DMUs into proposing a new centralized
resource allocation strategy based on the cross-efficiency iterative method. In addition, Davtalab-Olyaie and
Asgharian [8] applied the Pareto-optimal cross-efficiency model to the R&D project selection, and the total
budget was allocated among all projects based on the Pareto-optimal results, which can improve resource allo-
cation and fund more projects. In the existing research, however, there are few studies on the development of
the Pareto-optimal cross-efficiency model from the perspective of enterprises self-interested principle to explore
the optimal allocation strategy of common resources among two-stage structure systems, and the relationship
between the cross-efficiency of the overall system and that of subsystems in the resource allocation environment
also needs to be further studied.

Therefore, taking the basic two-stage supply chain as the research object, this paper introduces the advantages
of the cross-evaluated method and the concept of Pareto-optimality into the DEA-based method, and proposes
the Pareto-optimal two-stage cross-efficiency model to achieve the resource allocation among two-stage supply
chains by taking the self-interested motivation of DMUs who prefer to maximize their own interests as the
Pareto improvement principle. Then, the relationship between the cross-efficiency of the overall system and
that of subsystems is analyzed, and the cross-efficiency results of supply chains after the implementation of the
resource allocation strategy are explored. Finally, the feasibility and effectiveness of the proposed model are
illustrated by using an application example for coordinating sustainable supply chains. The contributions of this
paper are mainly reflected in three aspects. First of all, the optimal results of resource allocation obtained from
the perspective of maximizing enterprises interests are more easily accepted by the two-stage supply chains.
Secondly, in the resource allocation environment, the cross-efficiency of the system can be decomposed into the
weighted sum of those of subsystems for the two-stage supply chain. And thirdly, the proposed model can not
only achieve the optimal allocation of limited resources, but also make the Pareto-optimal cross-efficiency of all
two-stage supply chains achieve DEA efficient after the allocation.

In addition, actual supply chains always take the most favorable decision behavior to maximize their own
interests. Then in the resource allocation process, all supply chains also want to obtain the optimal amount of
common resources and to determine the optimal input-output weights so as to maximize their own operational
efficiencies. However, the resource allocation strategy determined by the above self-evaluated approach based
on the self-interested principle is difficult to be accepted by all supply chains other than itself. Therefore, the
current paper introduces the peer-evaluated concept to carry out cross-evaluation among supply chains. And in
the cross-evaluation process that takes into account the self-interested behavior of supply chains, it is possible
to guarantee that the cross-efficiency scores of supply chains will not become worse by at least making the
self-evaluated efficiency scores of each supply chain not lower than its peer-evaluated efficiency scores generated
from the other supply chains. As a result, this paper takes the above self-interested behavior as the Pareto
improvement conditions and allows all supply chains to choose the same weights, so that all supply chains can
not only determine an optimal allocation strategy of common resources but also obtain Pareto-optimal cross-
efficiency scores under this strategy. This approach is consistent with the self-interested motivation of supply
chains, which can facilitate the implementation of resource allocation strategy.

The remainder of this paper is organized as follows. Section 2 applies a cross-efficiency model to measure the
cross-efficiency for the overall system and two enterprises within that system in the process of resource allocation,
and then explores the relationship between the cross-efficiency of the supply chain and that of two enterprises
within this supply chain. Section 3 proposes the two-stage cross-efficiency model based on Pareto-optimality in
the resource allocation environment. Section 4 explores the optimal allocation strategy of common resources
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among the sustainable supply chains of 27 Iranian resin production companies, and determines the Pareto-
optimal cross-efficiency results of supply chains after the allocation. Finally, Section 5 offers the conclusion and
research prospect.

2. CROSS-EFFICIENCY OF SUPPLY CHAINS UNDER RESOURCE ALLOCATION

In this section, we approach the allocation scheme of common resources among two-stage supply chains
based on the self-evaluated and peer-evaluated methods. Suppose that there are n homogeneous two-stage
supply chains, where the outputs from the upstream supplier are called intermediate products and they are also
taken as the inputs for the downstream manufacturer having no other additional inputs. It should be noted that
the two-stage supply chains studied in the paper can be called DMUs in the research scope of DEA. In supply

chain DMU; (j = 1,2,...,n), the upstream supplier consumes m initial inputs X; = (215, zaj, . . . ,xmj)T € R
to produce D intermediate products Z; = (21, 225, - - -, sz)T € RP, and the downstream manufacturer uses
these D intermediate products to generate s ultimate outputs Y; = (ylj,y2j7...,y5j)T € R%. In addition,

there are common resources R, which need to be appropriately allocated among n two-stage supply chains,
and these common resources are materials, funds, human resources and information resources required for the
operation of supply chains. Furthermore, the amount of common resources allocated to DMU; (j = 1,2,...,n) is
Ej (j =1,2,...,n). Where, the amount of resources allocated to the upstream supplier is le, and the amount
of resources allocated to the downstream manufacturer is ]:22]-. As a result, the operation process of the two-stage
supply chain in the resource allocation environment is shown in Figure 1.

This paper applies the multiplier form of the DEA model to determine a set of optimal weights with the
objective of maximizing the operational performance of the entire supply chain, thereby identifying the amount
of resources allocated to each supply chain and measuring the efficiency scores of two-stage supply chains after
the resource allocation. In this paper, since the system efficiency of a two-stage supply chain is the weighted sum
of the stage efficiency of the upstream supplier and that of the downstream manufacturer, the system efficiency
of the supply chain can be measured by model (2.1). And noted that we define DMUy (k =1,2,...,n) as an
evaluated supply chain.

S 1 1 2 2
max Elgk) = wl(ck) 'El(ck) + wl(ck) 'El(ck)
1 o7, .
s.t. E]E:]) = m S 17 i :1,27...,774;
2 Ulr'y; .
Elij):m§17]:1,2,...7n; (2.1)

> (B + Boy) = B

Jj=1

DMU (j =1,2,....m)

—_— —
Supplier Manufacturer
S —— — >
i Zg Y
i=12,...m d=12,.,D r=12,.,s
A 1j 2
R

FIGURE 1. The basic two-stage supply chain in the process of resource allocation.
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Rij>0,Ry; >0, j=1,2,...,m;
Vi >0,U,>0,®,>0W,>0 k=1,2,...,n;

Where E,(C}C) and El(jc) represent the efficiency of the upstream supplier and that of the downstream manu-

facturer after the resource allocation, respectively. Furthermore, Vi, = (vig, vak, . . . ,vmk)T € R represents the
weight vector of the initial inputs for the upstream supplier, Uy = (u1k, uak, - . - ,usk)T € RY represents the
weight vector of the ultimate outputs for the downstream manufacturer, ®; = (p1x, P2k, ---, ¢ Dk)T € Rf is

the weight vector of the intermediate products, and O is a zero vector. Here, this paper sets the same weight
vector of intermediate products for both enterprises, which can avoid the potential conflict about intermediate
products within the two-stage supply chain. Furthermore, since the type of a common resource is the same for
both the upstream supplier and the downstream manufacturer, the indicator weight of common resources is
denoted by Wi for both the upstream supplier and the downstream manufacturer.

In the objective function of model (2.1), w,i? and w,(i) correspond to the stage weight of the upstream supplier
and that of the downstream manufacturer in the evaluated supply chain DMUy. With reference to the weight
expression proposed by [4], the ratio of the weighted inputs of an enterprise to those of the whole supply chain

is applied as the stage weight of this enterprise, and the specific expression is shown below.

1 _ VEXy + Wi - Rig _

kk VIXy, + Wy - Ry + L2 + Wy, - Roy’ (2.2)
@ (I)ka + Wy - Rzk

Wik =

VIX) + Wy - Rig + T Z), + Wy - Ry

Based on this, expression (2.2) is introduced into the objective function of model (2.1), and then model (2.1)
can be further transformed into the following fractional programming model (2.3).

s) _ @{Zk + Ung
max Ep,’ = = - T =
Vie Xp + Wi - Rip + @ Zy, + Wi - Ry,
T 7, 4+ ULY;
s.t. 25t 2 — <1, j=1,2,...,n;
VkTXj + Wi - Ry + (I?’{Zj + Wi - Ry
o7,
o <1,j=12...,n;
VIX; 4+ Wy, - Ry
UTY, (2.3)

Viie>20,Up, 20,9, >0, Wi, >0, k=1,2,...,n;

By solving model (2.3), the optimal weights profile (Vk*T,U,;kT,(I>,*€T7W,j) for DMUy (k=1,2,...,n) can be
obtained. Then, the cross-efficiency of DMU; relative to DMUy, in terms of the whole system and two stages
can be calculated as in expression (2.4).



RESOURCE ALLOCATION FOR SUPPLY CHAINS 897

B 77, + UTY,
VETX, + Wi Ry + 77 + Wy - RQJ
®.77;
B = ~ (2.4)
VITX; + Wy Ry
@ _ ULy,

T Z; + Wy - Ry;

Subsequently, the relationship between the cross-efficiency of the overall system and that of two enterprises

within that system is further explored. Similar to the objective function of the self-evaluated model (2.1), the

(S)

peer-evaluated efficiency E}; g of the supply chain can be further decomposed as a weighted sum of the peer-

evaluated efficiency E,S) of the upstream supplier and the peer-evaluated efficiency Eg)

manufacturer, as follows:

of the downstream

© - P25+ ULY; ]
VIX; + Wi - Ry + 0L Z; + Wy - Ry,
B VIX; + Wi - Ry, o7 7;
CVIX 4 Wi Ry + 9T 7+ Wy - sz VIX; + Wy - Ry (2.5)
ST Z; + Wy - R2j Uly;

X A
V X+ Wi Rij+0TZ; + Wy - Ry ®FZ; + Wy, - Ry
1 1 2 2
=wy) B +wl - B
In model (2.5), w ( ) represents the peer-evaluated stage weight of DMU; relative to DMUy, in terms of the

upstream supplier, and w,(C j) represents the peer-evaluated stage weight of DMU; relative to DMUj, in terms of

the downstream manufacturer.

The above processes determine self-efficiency and peer-efficiency for both supply chains and two enterprises
within the supply chain. And then, the cross-efficiency scores of supply chains and those of enterprises are
further measured. Specifically, this paper identifies the cross-efficiency results for two enterprises prior to solv-

ing for the cross-efficiency scores of supply chains. Therefore, the cross-efficiency EJ(.U of the upstream sup-

plier is determined by the weighted sum of the self-evaluated efﬁciency E(l) and the peer-evaluated efficiency
E,g) (k=1,2,...,n;k # j), and the weight is denoted as ﬁkj = wkj)/ Z wkj , which satisfies Z ﬁk =1 and

ﬁlg) >0(k=1,2,...,n). As a result, the cross-efficiency E]( ) of the upstream supplier is expressed as:

: 1 I O N> wiy - By
~ =1
EM § B BY =3 = EY | =t m (2.6)

(2)

Similarly, the cross-efficiency Ej of the downstream manufacturer can be expressed as:

2) ) | 2 = Wl(cz') 2) kZ1 w,(é) Eg)
Ef Zﬂ =>. Ee Ey S — (2.7)
k=1 Z w](cj) Z wl(éj)
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Next, we determine the cross-efficiency E ) of the supply chain DMU;. Specifically, the cross-efficiency E; ()

of supply chain is the arithmetic average of the self-evaluated efficiency Ej( j)

E), that is, B\ Z EY.
" k=
From the objective functlon of model (2.1), we can determine that the self-evaluated efficiency of the overall

system can be decomposed into the weighted sum of the self-evaluated efficiency of two enterprises for the
two-stage supply chain. And as expressed in expression (2.5), this weighted sum technique is also applicable in
the peer-evaluated method. Therefore, this paper sets the cross-evaluated stage weight of the upstream supplier

and the peer-evaluated efficiency

n
and that of the downstream manufacturer as w( )= 1 Z w( ) and @ ‘(2) L = w,?) respectively, so that the
n g J

cross-efficiency of the supply chain also satisfies this welghted sum techmque; that is, the cross-efficiency of the
supply chain is the weighted sum of the cross-efficiency of the upstream supplier and that of the downstream
manufacturer. The details are shown as follows.

1 1 n 2 2
W A0, @ 22 _ L~ ) kzlw'(“j)'E’(”) 1~ (@ k;wl(“j) B
@j 'Ej +('Dj 'Ej zﬁzwkj.*ni_kf wkj'ii
k=1 (,d(l) n k=1 W(Q)
kj kj
k=1 k=1
1 5~ o ~ @ @ L N~ a0 @ (s)
= > iy By n-Zwkj~Ekj—;Z(wkj-Ek T Wiy ) ZEkJ = E
k=1 k=1 k=1

As a result, the cross-efficiency of one enterprise can be decomposed into the weighted sum of its self-
evaluated efficiency and its peer-evaluated efficiency. And the cross-efficiency of a two-stage supply chain can
be decomposed into the weighted sum of the cross-efficiency of the upstream supplier and the cross-efficiency
of the downstream manufacturer, where the stage weight of each enterprise is the cross-weight obtained by the
arithmetic average of the self-evaluated weight and the peer-evaluated weight.

3. TWO-STAGE CROSS-EFFICIENCY MODEL BASED ON PARETO-OPTIMALITY IN THE
RESOURCE ALLOCATION ENVIRONMENT

In this section, we develop a new two-stage cross-efficiency model with Pareto-optimality to address the
problem of resource allocation among two-stage supply chains. The proposed model not only determines a set
of optimal weights to obtain Pareto-optimal cross-efficiency scores for all supply chains, but also provides an
optimal strategy of resource allocation to make all supply chains DEA efficient after the allocation.

Each supply chain and the two enterprises in the supply chain aim to maximize their own interests in the
resource allocation process. And since the upstream supplier and the downstream manufacturer are important
components of a two-stage supply chain studied in this paper, decision makers in both enterprises make the
decisions that are most beneficial to them in the process of efficiency evaluation. Therefore, it is possible to
ensure that the cross-efficiency scores of the supply chain do not deteriorate by satisfying the situation where at
least the self-evaluated efficiency of this supply chain is not lower than its peer-evaluated efficiency. The same
is true for the upstream supplier and the downstream manufacturer. As a result, the following three Pareto-
optimal conditions need to be satisfied in the process of determining the optimal weights vector of the supply
chain.

ES <ES vkj & k+j;

3130

E(” <EW Vkj & k+#7; (3.1)

737

E(2> <EB® Vk,j & k#j;

337
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Therefore, based on the above Pareto-optimal principle, a multi-objective programming model (3.2) is devel-
oped to calculate the Pareto-optimal cross-efficiency scores of all supply chains, and the optimal allocation of
common resources can also be determined.

max {E§S>, BE® .., E,<§>}
ol Z;+ Ur'Y;

s.t. E,(ﬁ): - =
J VkTXj + Wy Ry + @{Zj + Wy - Ry
o1z, +UTY;

<ES = L = Vk,j & k# i
T

W _ uZi g R NV AN

TOVIX AW Ryy T VEXG+ W Ry
T

@) _ UpY; B L) L R T A

= — < E =
ki q)ng+Wk-R2j 3 q)?Zj‘i‘Wj'RQj

M-

(RU + RQJ') =& (3.2)

<
I
—

le ZOaRQJ 207 j:1a27an7

2 L= s .
Ej —EZEM,]—LZ...,TL,

k=1

() — ®£?j+Ug)? <1, k=1,2,...,n,j=1,2,...,n
MO VIX 4 Wi Ry + 9T Z, + Wy - Ry

T 7,
() K29 <1, k=1,2,...,n,j=1,2,...,n;
7 VIX; + Wy Ry

Ury;
(2) _ kJ <1, k=1,2,...,nj=12,...,n;

YT Z + Wi Ry
Vii>0,U,>0,9, >0,Wr >0, k=1,2,...,n;

The purpose of model (3.2) is to maximize the cross-efficiency scores of all supply chains. Therein, the first
three constraints about Pareto-optimality ensure that the self-evaluated efficiency scores are not less than the
peer-evaluated efficiency scores for supply chains and two enterprises within the supply chain. The fourth and
fifth constraints ensure that the total amount of common resources is R. And in the sixth constraint, EJ(S) denotes
the cross-efficiency score of the supply chain DMUj. In addition, the seventh to ninth constraints require that
the peer-evaluated efficiency score of the supply chain and the peer-evaluated efficiency scores of two enterprises
within this supply chain are not greater than 1, which ensures that the peer-evaluated process is consistent with

the realistic situation. As a result, the Pareto-optimal weights profile (Vk’T, U,;T, <I>§€T, Wi k=1,2,..., n) can

— li
be measured, and thus the Pareto-optimal cross-efficiency scores E;S) can be obtained.

To solve this multi-objective programming model, this paper takes the preferred degree «; of the supply
chain DMUj into account, and coverts the model (3.2) into a single-objective programming model by applying
the weighted sum technique.
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n n 1
max Z Z ;- EE’S)

j=1k=1
st B <BED k=12 nj=12..nk+#j
E](Ci)SE;;)’ k:1727,_,)’[17.]':172’_..77’[,’]{;#].;
E£§)§E§§)7 k:1727"'7n7j:1723-"7n7k7éj;
Z (le + .ézj) = R; (33)
j=1

Ri;j>0,Ry; >0, j=1,2,....n;

B <1, k=12,...nj=12...n

EY <1, k=12 nj=12..n

ED <1, k=12..nj=12..n

Vi >20,Up,>0,0, >0, W, >0, k=1,2,...,n;

However, model (3.3) is still a nonlinear programming model, and this model needs to be further transformed
into a linear programming model that is convenient to calculate. Therefore, there are two theorems about model
(3.3) that need to be illustrated in advance.

Theorem 3.1. In model (3.3), all supply chains choose a Pareto-optimal weights vector, which makes all supply
chains obtain the Pareto-optimal cross-efficiency scores.

Proof. Assume that (VkT, U,CT, @g, Wi k=1,2,... ,n) is an optimal solution of model (3.3), and we have

n

07y, + o 2, {z”: Ul'Yy + @7 2y, }

— — = — — = = max — — = — — =
; VEX,+ W, - Rig+ ®FZy + W, - Ry, J 1 VjTXk +W; - Ry + ‘I’ka + W, - Roy,

Let (VkT, UE, i’f, Wk) = (VZT, ur,er, Wl) for all supply chain DMUy (k= 1,2,...,n). Since we have

ULY; + o Z; B Ury; + oF z;
VkTXj+Wk 'éljJr(i)ng +Wk'R2j ‘%TX]' JrWl 'le +<i)lTZj+Wl 'jo Vi i
01, + 2, ULy, + 812, o

< — — — — — — = — — - — — =
o V]»TXJ' + Wj . le + @ij + Wj . jo VETX]' + Wy - R1j + (I)lTZj + Wi - sz

the first constraint in model (3.3) also holds for (VkT, Ug,éz,Wk,k =1,2,... 7n). And it also satisfies the

second and third constraints of model (3.3), since we have - iz W N R
’ VT X;+Wi-Raj VI Xj+WieRy; = VIX;4+W; Ry,
sT T 7T 7Ty, 7T
¥4 g jand YUY o Ui U g
V'lTX]’+W],-R1j ’ ’ ‘I‘ZZ]‘Jer-RQj ‘I>’lTZj+Wl-jo - @?Zj*‘rW]"RQj @?Zj+Wl-R2j ’ ’

Furthermore, (VkT, Ug, é{, Wi k=1,2,... ,n) also satisfies the fifth to seventh constraints of model (3.3),
as reflected in the following three expressions.
Ug}/j + ‘i)gZ] — VkTXj — Wk . le — éfZJ — Wk . jo
=UlY;+ 82, —VIX; =W, - Ryj — ] Z; — W, - Ry; <0,k j;
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o7, —VIX; — Wy - Ryy =07 Z; — V" X; — W, - Ry <0,Vk, j;
ULY; — 0 Z; — Wy - Ry = U'Y; — ®[ Z; — W, - Ry < 0,VE, j;

Therefore, (VkT, U',?7 @f, Wi k=1,2,... ,n) is a feasible solution of model (3.3). Then, the objective function

of model (3.3) based on this feasible solution can be expressed as

% 0t LY, + 1 2; S 07y, + 972,
S VX Wi Ry + 072+ Wi Ry T VX + Wi Ry + @ Z; + Wi - Ry
—~ 1 UrY; + o727,
=1 k=1 no Vi X+ Wi Ry + @3 Z; + Wi - Ry
As a result, (VkT, ('_A],CT, @g, Wk, k=1,2,...,n]) is also an optimal solution of model (3.3). Hence, there is a

common set of weights in model (3.3) that makes all supply chains obtain Pareto-optimal cross-efficiency scores.

On the basis of Theorem 3.1, this paper marks the common weights profile determined by model (3.3) as
(VT,UT,QT,W). Furthermore, model (3.3) can be further adjusted to be model (3.4) under the common
weights profile.

- UrY; + @7 Z;
maXZOZj . = =
VTXj+W-R1j+<I)TZj+W'R2j

ury; + o'z,
VTXj +W'R1j +(I)TZ]' +W'R2j

T 7.

L <1,5=1,2,...,n
VTX;+W - Ry

T
YA
U—MSL i=1,2,....n

Jj=1

s.t.

<1, j=12....n

)

(3.4)

- - bl

Z(R1j+}?2j) —RiRiy>0,Ry; >0, j=1,2,...
J

1
V>0,U>00>0W >0.

Since there is a common set of weights in model (3.4), w,g) = wﬁ) = w® and wg) = w](?) = w® hold. And

then, w() . E,S) +w® . E,(ci) < w®. EJ(JD +w® . E](f) is also satisfied in the peer evaluation for the supply
chain. Therefore, ES) < EJ(jS) also holds when the upstream supplier and the downstream manufacturer satisfy
B < B and B < B

Jjo
It should be emphasized that model (3.4) remains a nonlinear programming model even with the common
weights profile. Therefore, based on the weight expression proposed by [8], this paper reflects the preferred
degree of DMUj relative to all supply chains by defining the portion of the total resources devoted to DMUj.
n N N
Specifically, let > (VTXd +W -Rig+0TZ;+W - Rgd) as the total size consumed by all two-stage supply
d=1
chains, and let VT X; + W - Ry; + ®7Z; + W - Ry; as the size of DMUj. Then the current paper defines a; as
VIX;4+W-Ry;+0T Z;+W Ry,
3 (VIXgtW-Rag + 07 Zy+ W-Ray)
d=1

respectively.

, which represents the proportion of the weighted inputs of DMU; among those
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of all DMUs. Therefore, the objective function of model (3.4) can be converted as shown below.

J; (UTY; + @7 7))

z”: Ury; + o7 z;
Q- B 5 n . N
= VIX;+W - -Rij+®TZ; + W - Ry; Z(VTXd+W'R1d+(I>TZd+W'R2d)

d=1
T (f} Yj> + o7 (i zj>

VT <21Xj> + @7 . (leJ) +W- R
Jj= Jj=

Moreover, we convert the above model (3.4) into model (3.5) by using the Charnes-Cooper transformation (2).
Model (3.5) can obtain an optimal weights profile for all supply chains to generate a set of the Pareto-optimal
cross-efficiency scores and to determine the optimal strategy of resource allocation.

n n
T T
max U~ - E Y| +@° - E Z;
=1 =1

st. VT zn:Xj + o7 izj +W-R=1;
j=1

j=1
UTY; —VIX; =W Ry =W - Ry <0, j=1,2,...,n;
q)TZj_VTXj—W'leSO, i=1,2,...,m
UTY; —®TZ; —W - Ry; <0, j=1,2,...,m;
> <é1j+sz) = R
j=1
Ri;>0,Ry; >0, j=1,2,....,n;
V>0U2>0,®>0W >0.

(3.5)

Since W - Ry; and W - Ry; in model (3.5) are still nonlinear, they are transformed into linear forms by
variable alternation. SpeAciﬁcally, model (3.5) is readjusted to the following linear programming model by defining
W'le :flj and W'jo :fgj (] = 1,2,...,77,).

max UurT. RE + o7 . Z;
j=1 =1

J= Jj=

UTY; —VTX; —F15 — 9 <0, j=1,2,...,m;
UTYJ'_(I)TZ]‘—@]' <0, 5=12,...,n;

(Frj +725) = W - R;

(A4 TLM:

’Flj OanjZOaj:1725"'7n;
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V>0U2>0,o>0,W >0.

By solving model (3.6), all supply chains will get an optimal solution
(VT*,UT*,QT*,W*%L-,@]-) (j=1,2,...,n). Based on this solution, the Pareto-optimal cross-efficiency
scores of all supply chains under the optimal strategy of resource allocation can be determined. Therefore,
model (3.6) indicates that in order to generate a set of Pareto-optimal cross-efficiency scores, it strives to
maximize the efficiency of all supply chains under the allocation of common resources. This then allows the
proposed method to provide overall and better cross-efficiency scores for all supply chains. In other words,
the set of cross-efficiency scores is non-dominated and does not need to be further improved. As a result,
the optimal strategy of resource allocation identified through model (3.6) is more acceptable to all supply

chains. 0
Theorem 3.2. The optimal value of the objective function for model (3.6) is always 1.
Proof. (i) First, it is clarified that the objective function of model (3.6) is not greater than 1.

The second constraint in model (3.6) can be adjusted to UTY; + ®1Z; — (VI X, + ®TZ; + 71 + 7o) <
0(j=1,2,...,n), and we have UTYj +<I>TZJ~ < VTXj +¢TZj +71;+79; (j =1,2,...,n). Furthermore, we can

obtain Zl (UTY; +@7Z;) < Zl (VTX; +®TZ; + f1; + f2;) by summing these n inequalities, and we have
j= j=
Ur-S v +oT - >z, <vT - S X;+07- 3 Z; +W-R=1.
j=1 j=1 j=1 j=1
(ii) Next, we demonstrate that it is possible to achieve an objective function of 1. Let V' = (v, ve, ... ,Um)T €

R, U = (u1,us,.. .,us)T € RS and ® = (p1, 2, .. .,ch)T € RP. And then, model (3.6) can be expressed as
the following linear programming model.

n

n D
max 3w | D yn |+ ear | Dz
j=1 d=1

r=1 j=1

m n D n n

s.t. Z’Ui . Z.Iij + Z(pd . szj =+ Z (’I‘Alj + fgj) = 1,

i=1 j=1 d=1 j=1 j=1

s m
Zur'yrj —sz"ﬂ?ij—ﬁj —79; <0, j=1,2,...,m;
r=1 =1

D m
ngd'zdj _szxu_fl] Soa .]: 1a27"'an;
d=1 =1
3.7

. . (3.7)
S Up Y=Y arzap— 2y <0, j=1,2,..m;

r=1 d=1

QOdZOa d:1a27aD7
W > 0.
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~ n n A
Let zp = max (¢2pj)s f=R-zp- Y, ysj + Z zp;, and consider v's = R-zp/f , v/, = 0(Vr,r # s),
j=1,2,..,n = ‘

(P/D:1/f><p/d:0(Vd7d7éD),U/iZO(Vi)aW =2ZD" Zysj/f T’U*ZDj/f 7“2] (R Ysj * ZD*ZDJ)/f

Then ¢'= (v/3,u/y, @' g, W', 7, 7;) is a feasible solutlon to model (3.7) that satisfies all of the constraints in
model (3.7), such that

m n D n n n n

STwic Y @i | 4D par | Doz | Y (i) =D zpi/f + |20 usi/f | R=1;
i=1 j=1 d=1 j=1 j=1 j=1 j=1

ZUT “Yrj —Zvi'xij — T —Toj = (RZD/f) “Ysj — zpj/ [ — (RZD "Ysj _ZDj>/f <0

r=1 i=1

D

Z@d sz Lij —T1;=ZDj * 1/f)_ZD]/f <0

d=1

Zur “Yrj *Z@d'zdj — o= (RZD/f) “Ysj —zpj - (1/f) — (RZD “Ysj *ZDj)/f <0;
r=1

D (1) + 7a5) Z(sz/f +(RZD'ysj_ZDj>/f): Rep-Y ys |/f =W-R.
j=1

j=1 j=1

And it is also easy to prove that this feasible solution satisfies v, u'y, ' ;, W', 71, 75; > 0,.

Therefore, the optimal objective function of model (3.7) with the optimal solution
(Uf,ujf,go;,W*,ffj,f;j) (j=1,2,...,n) is no less than the value of the objective function of model (3.7)
with the feasible solution ¢'= (v/;, vy, ¢’ g, W, 157950 = 1,2, ,n), as shown below.

s n D n
ZU:' Zyrj +Z<P§' szj
r=1 j=1 d=1 j=1
s n D n n n
2 | Y | D | Yoz | = (Bl )Y v+ (1/F) Y 2py = 1
r=1 j=1 d=1 Jj=1 Jj=1 Jj=1

As a result, the optimal objective function of model (3.7) is 1. Furthermore, since the subscript s of the output
weight is chosen randomly, there is at least one optimal solution that will allow the optimal objective function
to be 1. And it does not imply that there is only one case where the s-th output weight satisfies u', = R-2p /f-
That is, there is at least one optimal solution such that the optimal objective function of model (3.6) is 1. O

Theorem 3.3. There is at least one optimal strategy of resource allocation, which makes DEA efficient for all
supply chains as well as both enterprises within the supply chain by using model (3.6) with common weights.

Proof. Based on the optimal allocation strategy R’lj =71;/W’ and R’Qj =74;/W’, the feasible solution (' = (v';,
e g, WF 79,5 = 1,2, ,n) in Theorem 3.2 can be written as (v i W g, W’ R 1j,R 2, =1,2,... ,n).

And this feasible solution allows all supply chains, as well as the upstream suppliers and the downstream
manufacturers, to have Pareto-optimal cross-efficiency scores of 1, such that
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s D
1 2 Uy + 20 ¢ azaj (RZD/f) “Ysj +2pj - (1/f)
S _ r=1 d=1 _ J J 1
J m D R R ~ ) )
;U’z‘ﬂfij +dZ_:1 Oz + W R+ W Ry, 05t (/T ) 20/ ] + (RZD “Ysj — ZDj)/f
i )
P q%dj
E(1)’_ d=1 e _ZDj'(l/f) — 1.V
T ’ Y] B ZDj/f o
Z:lvil‘ij + W 'le
S , )
o T; W Yrj (RzD/f ) s |
By =5 — = - = 1,¥j;
S oty 4 W Ry, 705 (UF)+ (Rep sy = 2y ) [ f
d=1
Z (A/1j+]:?“,2j) = Z ZDj/ (ZD' Zysj> +(RZD'ij—ZDj)/<ZD- Zysj> ‘|
j=1 j=1 j=1 j=1
= (RZD ' ysj) / (ZD Y y5j> = R;
j=1 j=1

[l

Furthermore, as described in the proof of Theorem 3.2, the subscript “s” of the output weight is chosen
randomly. Therefore, there is at least one optimal solution such that the Pareto-optimal cross-efficiency scores
of all supply chains are 1. O

4. APPLICATION EXAMPLE

4.1. Resource allocation among sustainable supply chains

With the rapid development of economic globalization, environmental protection is facing a huge challenge.
To cope with irreversible problems such as resource shortage, environmental pollution and climate warming,
sustainable development problem has gradually become a focus topic in the world. The relevant government
departments strive to achieve sustainable development goals by formulating policies and regulations related
to environmental protection, developing the awareness of environmental protection, and promoting the idea of
green development. Therefore, the relevant departments provide materials or funds to encourage enterprises with
sustainable development ability to engage in sustainable operation activities. These financial subsidies can not
only appropriately alleviate the financial shortage faced by enterprises in insisting on sustainable operation, but
also promote more enterprises to adopt the idea of green development and to drive the sustainable development
of the global economy. Therefore, this paper explores how to improve the operational efficiency of sustainable
supply chains for 27 Iranian resin production companies, and develops an optimal strategy of resource allocation
to ensure the efficient operation of sustainable supply chains.

There are 27 sustainable supply chains, each of which is a two-stage structure system consisting of an upstream
supplier and a downstream manufacturer. Therein, the upstream supplier uses production costs x1, employee
annual turnover rates xo, and environmental costs x3 to obtain products z; and to provide cooperative costs zo
for the green production plan. It is noted that x3 invested in the upstream supplier is the cost of green efforts to
deal with environmental pollution in the production process, which is completely different from cooperative costs
zo provided by the upstream supplier to the downstream manufacturer for the joint scheme of green production.
And then, for the downstream manufacturer, the intermediate products z; and zo provided by the upstream
supplier are used as inputs to produce trained personnel y, green products y, and revenue y3. And the relevant
data is derived from [12]. In addition, with the existing technology and operation scale of the supply chain, it is
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assumed that the relevant government departments will provide 100,000 (10%$) in financial to encourage supply
chains with environmental protection technologies to implement sustainable development schemes.

First of all, model (3.6) is used to evaluate the operational efficiency of 27 sustainable supply chains without
involving common resource allocation. As a result, the parameters with respect to common resources in model
(3.6) are set to zero, and the Pareto-optimal cross-efficiency scores of 27 sustainable supply chains and those
of two enterprises within the supply chain are determined by applying this model, as shown in the second to
fourth columns of Table 1. From the optimal results of the performance evaluation, it can be found that (1)
the Pareto-optimal cross-efficiency scores of 27 sustainable supply chains before implementing the allocation
strategy of common resource are less than 1, which indicates that all supply chains fail to achieve DEA efficient.
(2) The two-stage sustainable supply chain achieves DEA efficient if and only if the efficiency scores of both the
upstream supplier and the downstream manufacturer within this supply chain are 1. Even if there is an efficient
enterprise, the operational efficiency of the whole supply chain still fails to achieve DEA efficient because the
other enterprise is still inefficient.

The next study explores the performance evaluation of 27 sustainable supply chains after the resource allo-
cation. Therefore, assuming that the existing common resource is R = 100000(103$), model (3.6) is applied to
measure the Pareto-optimal cross-efficiency scores of 27 two-stage supply chains and those of two enterprises
within the supply chain after the implementation of resource allocation, as shown in the fifth to seventh columns
of Table 1. And the corresponding optimal allocation results of common resource are shown in the eighth to
tenth columns of Table 1.

From the evaluation results, it can be found that the Pareto-optimal cross-efficiency scores of all two-stage
supply chains after the allocation of common resources are 1. This indicates that the financial subsidies, pro-
vided by government departments to support the green development of supply chains, have a positive effect
on improving the operational efficiency of supply chains under reasonable resource allocation, which is mainly
reflected in two aspects. On the one hand, since sustainable supply chains require additional investment in
green development technologies, environmental protection costs and pollution control costs, financial subsidies
provided by the relevant government departments can appropriately alleviate the financial difficulties faced by
supply chains in striving to green development. Therefore, the rational allocation of financial subsidies will
play a significant role in improving the operation performance of sustainable supply chains. On the other hand,
financial subsidies are limited and cannot meet the financial demands of all sustainable supply chains. Therefore,
the reasonable allocation strategy can maximize the utility of financial resources. As a result, this paper uses
a two-stage cross-efficiency model based on Pareto optimality to evaluate the operational efficiency scores of
sustainable supply chains and to explore the optimal allocation strategy of common resources. The model not
only achieves optimal allocation of common resources, but also ensures that all sustainable supply chains as
well as both the upstream supplier and the downstream manufacturer within the supply chain achieve DEA
efficient in the resource allocation process. Therefore, this optimal allocation strategy is more easily accepted
by all sustainable supply chains, which promotes the implementation of this strategy, so as to achieve a win-win
result in terms of optimal resource allocation and efficient business operation.

4.2. Management implications of the proposed model

The common resources provided by the relevant government departments are always relatively scarce com-
pared to the demand of sustainable supply chains, and how to reasonably allocate the limited resources and
to improve the efficiency scores of all supply chains are the concerns of both the relevant government depart-
ments and all supply chains. Specifically, from the perspective of the relevant government departments, a given
quantity of common resources is provided to encourage all sustainable supply chains to optimize their opera-
tional processes and to improve the sustainability of the relevant industrial sectors. In other words, the relevant
government departments regard these sustainable supply chains as a whole unit and strive to maximize the
overall efficiency of this unit. From the perspective of sustainable supply chains, each sustainable supply chain
strives to maximize its cross-efficiency. And in order to ensure that the cross-efficiency of sustainable supply
chains is not worse during the cross-evaluation process, each self-interested supply chain must guarantee that the
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self-evaluated efficiency is at least not smaller than its peer-evaluated efficiencies generated from the other sup-
ply chains. Therefore, the proposed model tries to maximize the cross-efficiency scores of all sustainable supply
chains, and allows all supply chains to choose a performance evaluation mechanism and an optimal allocation of
common resources together, so that all supply chains that obtain the optimal amount of common resources can
obtain overall and better Pareto-optimal cross-efficiency scores through this evaluation mechanism. Moreover,
the results of practical application show that 27 Iranian resin production companies have made full use of the
common resources provided by government departments, and all of them have achieved DEA efficient after
the implementation of the optimal allocation strategy. This is consistent with the motivation of government
departments that want to promote sustainable supply chains to optimize their operational efficiencies and to
improve the sustainable operation of the relevant industrial sectors. Moreover, the proposed model maximizes
the weighted average of the cross-efficiency scores of the 27 sustainable supply chains, not the cross-efficiency
score of every single supply chain. This is consistent with the motivation of all supply chains striving to maximize
their own interests.

5. CONCLUSION

This paper focuses on the allocation strategy of common resources among two-stage structure supply chains.
With the rapid development of social economy, the contradiction between the scarcity of common resources and
the ever-growing demands of social entities for these resources is also becoming increasingly obvious. Therefore,
it is especially important to develop a reasonable and efficient strategy of resource allocation to achieve the opti-
mal allocation of common resources. In addition, most of the production or service systems in the real-world
environment are composed of multiple subdivisions coordinating with each other to cope with the pressure
of market competition. As a result, it is clear that exploring the internal processes of an organization system
contributes to the analysis of the factors that influence organizational development. Since efficiency is one of
the most important criteria to measure the level of organizational development, this paper objectively evaluates
the operational efficiency of production or service systems by using a non-parametric DEA method. To further
improve the discrimination power of DEA models and achieve the Pareto optimality of the efficiency evaluation
results, this paper takes the self-interested behavior of enterprises as the Pareto improvement principle in the
cross-evaluated situation. Taking the two-stage supply chain in which the upstream supplier provides interme-
diate products to the downstream manufacturer for production as the research object, this paper proposes a
two-stage cross-efficiency model based on Pareto optimality to determine the Pareto-optimal weights profile,
and the Pareto-optimal cross-efficiency scores of all supply chains after the resource allocation are calculated.
The following three conclusions can be drawn from the proposed model.

First of all, in the situation involving the allocation of common resources, the cross-efficiency of a two-stage
supply chain can be decomposed into the weighted sum of the cross-efficiency of the upstream supplier and the
cross-efficiency of the downstream manufacturer, where the stage weight of each enterprise is the cross-weight
obtained by the arithmetic average of the self-evaluated weight and the peer-evaluated weight. Secondly, the
proposed model allows all supply chains to choose a common set of weights that result in Pareto-optimal cross-
efficiency scores for all supply chains as well as the upstream suppliers and the downstream manufacturers.
Thirdly, the proposed model not only identifies an optimal allocation strategy of common resources, but also
enables all supply chains as well as the upstream supplier and the downstream manufacturer within the supply
chain to achieve DEA efficient after implementing that strategy.

Finally, the effectiveness of the proposed model is illustrated by applying the practical application with
respect to the sustainable supply chains of 27 Iranian resin production companies. In addition, it is assumed
that the relevant government departments provide financial subsidies to encourage supply chains to implement
green production and sustainable operation, but these subsidies cannot fully meet the financial demands of
all supply chains. Therefore, it is necessary to provide an optimal resource allocation strategy. As a result,
the Pareto-optimal two-stage cross-efficiency model proposed in this paper to solve the resource allocation
problem can achieve a win-win result. Specifically, compared to the Pareto-optimal cross-efficiency results of
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supply chains without considering resource allocation, the proposed model can identify an optimal allocation
strategy of common resources to make all sustainable supply chains DEA efficient. Moreover, the same goal of
all sustainable supply chains is to allow them to have an efficiency score of 1. Therefore, this Pareto-optimal
allocation result of common resources is more easily adopted by all sustainable supply chains, which facilitates
the implementation of that strategy.

In future research, we can extend the proposed model to the case of variable returns to scale. And note that
this paper explores two-stage supply chains with the most basic structure, but it does not consider generalized
two-stage structure systems. For example, only partial outputs from the upstream supplier become the inputs in
the downstream manufacturer and the downstream manufacturer has other external inputs in addition to those
produced by the upstream supplier. In addition, most of the actual supply chains may have multiple stages,
and the problem of resource allocation among multi-stage supply chains is quite common in reality. Therefore,
we can further extend the proposed model to the resource allocation among generalized two-stage systems or
the resource allocation among multi-stage systems in future research.
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