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Foreword

In this paper, assuming noncooperative behavior of the decision makers, we consider so-
lution methods for decision making problems in hierarchical organizations under fuzzy
random environments. Taking into account vagueness of judgments of decision makers,
fuzzy goals are introduced into the formulated fuzzy random noncooperative two-level
linear programming problems. Considering the possibility and necessity measure that
each objective function fulfills the corresponding fuzzy goal, we transform the fuzzy ran-
dom two-level linear programming problems to minimize each objective function with
fuzzy random variables into stochastic two-level programming problems to maximize the
degree of possibility and necessity that each fuzzy goal is fulfilled. Through the use of
absolute deviation minimization in stochastic programming, the transformed stochastic
two-level programming problems can be reduced to deterministic two-level programming
problems. It should be emphasized here that the absolute deviation minimization model
is suitable for risk-averse decision makers and it is more tractable than the variance min-
imization model. For the transformed problems, extended concepts of Stackelberg solu-
tions are introduced and computational methods are also presented. Itis significant to note
that the extended Stackelberg solutions can be obtained through the combined use of the
variable transformation method and theh best algorithm for two-level linear program-
ming problems. A numerical example is provided to illustrate the proposed methods.
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Abstract

This paper considers fuzzy random two-level linear programming problems under non-
cooperative behavior of the decision makers. Having introduced fuzzy goals of decision
makers together with the possibility and necessity measure, following absolute deviation
minimization, fuzzy random two-level programming problems are transformed into deter-
ministic ones. Extended Stackelberg solutions are introduced and computational methods
are also presented.

Keywords: Two-level linear programming problem; fuzzy random variables; Stackelberg
solutions; possibility; necessity; absolute deviation minimization.
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Fuzzy Random Noncooperative Two-level Linear
Programming through Absolute Deviation Minimization
Using Possibility and Necessity

Masatoshi Sakawa (sakawa@hiroshima-u.ac.jp)
Kosuke Kato(kosuke-kato@hiroshima-u.ac.jp)

1 Introduction

In the real world, we often encounter situations where there are two or more decision
makers in an organization with a hierarchical structure, and they make decisions in turn
or at the same time so as to optimize their objective functions. Decision making problems
in decentralized organizations are often modeled as Stackelberg games [46], and they are
formulated as two-level mathematical programming problems [45, 44]. In the context
of two-level programming, the decision maker at the upper level first specifies a strat-
egy, and then the decision maker at the lower level specifies a strategy so as to optimize
the objective with full knowledge of the action of the decision maker at the upper level.
In conventional multi-level mathematical programming models employing the solution
concept of Stackelberg equilibrium, it is assumed that there is no communication among
decision makers, or they do not make any binding agreement even if there exists such
communication. Computational methods for obtaining Stackelberg solutions to two-level
linear programming problems are classified roughly into three categories: the vertex enu-
meration approach [5], the Kuhn-Tucker approach [3, 4, 5, 15], and the penalty function
approach [51]. The subsequent works on two-level programming problems under nonco-
operative behavior of the decision makers have been appearing [34, 35, 14, 36, 9, 11] in-
cluding some applications to aluminum production process [33], pollution control policy
determination [2], tax credits determination for biofuel producers [10], pricing in com-
petitive electricity markets [12], supply chain planning [39] and so forth.

However, to utilize two-level programming for resolution of conflict in decision mak-
ing problems in real-world decentralized organizations, it is important to realize that si-
multaneous considerations of both fuzziness [41, 42, 43] and randomness [48, 6, 47]
would be required. Fuzzy random variables, first introduced by Kwakernaak [25], have
been developing [24, 37, 29], and an overview of the developments of fuzzy random vari-
ables was found in [13]. Studies on linear programming problems with fuzzy random
variable coefficients, called fuzzy random linear programming problems, were initiated
by Wang and Qiao [50], Qaio, Zhang and Wang [38] as seeking the probability distribu-
tion of the optimal solution and optimal value. Optimization models for fuzzy random
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linear programming problems were first considered by Luhandjula et al. [30, 32] and fur-
ther developed by Liu [27, 28] and Rommelfanger [40]. A brief survey of major fuzzy
stochastic programming models was found in the paper by Luhandjula [31]. As we look
at recent developments in the fields of fuzzy random programming, we can see continuing
advances [16, 18, 20, 17, 19, 22, 40, 21, 1, 52].

Under these circumstances, in this paper, assuming noncooperative behavior of the
decision makers, we consider solution methods for decision making problems in hierar-
chical organizations under fuzzy random environments. Taking into account vagueness
of judgments of decision makers, fuzzy goals are introduced into the formulated non-
cooperative two-level linear programming problems involving fuzzy random variables.
Considering the possibility and necessity measure that each objective function fulfills the
corresponding fuzzy goal, we transform the fuzzy random two-level linear programming
problems to minimize each objective function with fuzzy random variables into stochastic
two-level programming problems to maximize the degree of possibility and necessity that
each fuzzy goal is fulfilled. Through the use of absolute deviation minimization [23] in
stochastic programming, the transformed stochastic two-level programming problems can
be reduced to deterministic two-level programming problems. It is significant to note that
the absolute deviation minimization model is suitable for risk-averse decision makers and
it is more tractable than the variance minimization model. For the transformed problems,
extended concepts of Stackelberg solutions are introduced and computational methods are
also presented. It is shown that extended Stackelberg solutions can be obtained through
the combined use of the variable transformation method by Charnes et al. [8] aiiththe
best algorithm by Bialas et al. [5].

2 Fuzzy random two-level linear programming problems

Fuzzy random variables, first introduced by Kwakernaak [25], have been defined in vari-
ous ways [25, 37, 24, 29]. For example, as a special case of fuzzy random variables given
by Kwakernaak, Kruse and Meyer [24] defined a fuzzy random variable as follows.

Definition 1 (Fuzzy random variable) Let (2, B, P) be a probability spacef’'(R) the
set of fuzzy numbers with compact supports And measurable mappinG — F(R).

ThenX is a fuzzy random variable if and only if givene 2, X, (w) is a random interval
for anya € (0, 1], where X, (w) is ana-level set of the fuzzy sat(w).

Although there exist some minor differences in several definitions of fuzzy random vari-
ables, fuzzy random variables could be roughly understood to be a random variable whose
observed values are fuzzy sets.

In this paper, we deal with fuzzy random noncooperative two-level linear program-
ming problems formulated as:

mirg)imize z1(x1, 2) = Crizy + Crazs
minimiz ~C C
limize za(x1, 2) = Cnxy + Copxy | 1)

SUbjeCt toAjxy + Asxs < b
1 Z 0 , L2 Z 0
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It is significant to note here that randomness and fuzziness of the coefficients are
denoted by the “dash above” and “wave above” i‘e.] and “~”, respectively. In this
formulation, z; is ann; dimensional decision variable column vector for the decision
maker at the upper level (DM, - is ann, dimensional decision variable column vector
for the decision maker at the lower level (@M z1(x1, ) is the objective function for

DM1 andz(z:, z2) is the objective function for DI ElementsCyjp,, k = 1,2,...,n;
of coefficient vector€;;, | = 1,2, j = 1,2 are fuzzy random variables characterized by

the membership function:
diji — L
aX{O,l— Lik T} L if T < i
Buji

—dy; .
ax {0, 1-— Tiljk} , otherwise
Yijk

whered,;;, is a random variable that takes an observed vajie under a scenarig, €
{1,2,..., S} whose probability ig;s,, and parameters;;;, and~,;, representing left and
right spreads Opéz]-k(')’ are positive numbers. This definition of fuzzy random variables
was first appeared in the literature by Katagiri et al. [20]. Figure 1 illustrates an example
of the membership function of a fuzzy random variablg, .

“5/,1»(1) A

1

aY

1
Bljk d Y]jk

ljk

Figure 1: An example of a membership function of a fuzzy random variable.

Fuzzy random two-level linear programming problems formulated as (1) are often
seen in actual decision making situations. For example, consider a supply chain planning
[39] where the distribution center (DM and the production part (D®) hope to mini-
mize the distribution cost and the production cost respectively. Since coefficients of these
objective functions are often affected by the economic conditions varying at random, they
can be regarded as random variables. In addition, since observed values of them are often
ambiguous and estimated by fuzzy numbers, they are expressed by fuzzy random vari-
ables. Hence, the supply chain planning problem can be formulated as a two-level linear
programming problem involving fuzzy random variable coefficients.

Observing that each coefficie@t;;, is a fuzzy random variable defined as a random
variable whose observed values drd? fuzzy numbers, each objective functldha: =

C’ua:l + Clm is also a fuzzy random variable whose observed values are fuzzy numbers
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characterized by the membership function

dix — . -
maX{O,l— d U} , fuv<dwx
Bz
fé, (V) = .
—d .
max {0, 1-2 lw} , otherwise
YL

An example of a membership function of an objective function for/iddhown in Figure
2.

Max(u)l\

1

Figure 2: An example of a membership function of an objective function fof.DM

It should be emphasized here that problem (1) is not a well-defined problem due to
both fuzziness and randomness of the coefficients, and it cannot be minimized in the sense
of deterministic two-level linear programming. Therefore, it is necessary to interpret the
problem from some point of view and to transform the problem into the deterministic
equivalent one. Realizing this difficulty, in this paper, we assume that decision makers
prefer to maximize the degree of possibility or necessity that objective function values
satisfy fuzzy goals.

2.1 Fuzzygoals

Considering vague natures of decision makers’ judgments, it is natural to assume that
decision makers may have vague or fuzzy goals for each of the objective functions. In a
minimization problem, a goal stated by decision makers may be to achieve “substantially
less than or equal to some value.” This type of statement can be quantified by eliciting a
corresponding membership function. In this paper, in view of the linearity of the formu-
lated problems, the fuzzy goai% such as %(x1, x2) should be substantially less than or
equal to a certain value” are assumed to be quantified by the linear membership functions:

1 , iy <zl
0
y—z .
pe, (y) = 7211_;? , iy <y <2 (2)
0 , ify > 2.

Figure 3 illustrates a possible shape of the membership function for the fuzzy goal.
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Y
Figure 3: An example of a membership functieg (-) of a fuzzy goalG,.

2.2 Possibility and necessity

Having determined the fuzzy goals of the decision makers, if we regglrg() as a
possibility distribution on the basis of the concept of possibility measure, the degree of
possibilityﬂélw(Gl) that the fuzzy goa(7, is fulfilled under the possibility distribution

Ié, () is given by:

Mg, (Gi) = supmin{pe (1), pe(y)}, 1=1,2. (3)

Y

Figure 4 illustrates the degree of possibility that the fuzzy g¢abk fulfilled under the
possibility distributiory, (-).

A

1s o) M)

<Y

Figure 4: The degree of possibilify, , (G1)

Using the degree of possibility, problem (1) to minimize each objective funé‘;’m
can be transformed into the following stochastic two-level programming problem to max-
imize the degree of possibility for each objective funcﬂbglw(Gl):

magrjﬂrpizeﬂélm(?l)

mag)(gﬂrplzeﬂén(Gg)

SUbjeCt toAixy +Asxs < b
1 2 07 T2 2 0

(4)
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On the other hand, if decision makers are more risk-averse or wish to avoid a risk, de-
cision making using possibility may be inappropriate since the obtained solution becomes
too optimistic. In such a situation, decision making using necessity seems to be suitable
for pessimistic decision makers. To be more specific, the degree of ned@%sl,iwty@)

that the fuzzy goafs; is fulfilled under the possibility distributionélw(J is given by:

Ngo(Gr) = infmax {1 - g (v), ng, W)}, 1=1,2. (5)

Figure 5 illustrates the degree of necessity that the fuzzy Goas fulfilled under the
possibility distributionVg _ (Gi).

A

Figure 5: The degree of necesslwélw(él)

Quite similar to the possibility case, using the degree of necessity, problem (1) can be
transformed into the following stochastic two-level programming problem to maximize
the degree of necessity for each objective funcﬁbglw(Gl):

magrjﬂrpizeNélw(Cfl)
mag)(gﬂrplzeN@m(GQ)

(6)
SUbjeCt toAixy +Asx < b
1 2 07 T2 2 0
For each of the objective functions in (4) and (6), if we set
2 ny
0 — d ks ; 7
2] el | e lekzl Ljks, L jk (7)
2 MmNy
1 _ . . d - ) 8
2 sle{r1{l21,?.,sl} glel)l(l lekzl 1jks; Lk, (8)
the degree of possibility (3) and the degree of necessity (5) can be rewritten as:
2 ny B
> {ﬁzg‘k - dljk} Tk + 2]
Mg, () = = ©

2 MmNy
Do Bkt — 2 + 2

j=1k=1



2 Ny
=2 D diry + 2
Ng o (Gr) = 5= (10)

DD Wikik — 2 + 2]

j=1k=1
where denominators in (9) and (10) are assumed to be positive since eagh of, and
zig, l=1,2,5=1,2,k=1,2,...,n; is nonnegative and' < z}.

In this way, it follows that both of the problems (4) and (6) are stochastic two-level

programming problems whose objective functidilg _(Gi) and N, (Gi) are linear

fractional and vary randomly depending on random variaflgs

3 Stackelberg solutions through absolute deviation mini-
mization

In this section, assuming the decision makers are risk-averse, we reduce the transformed
stochastic two-level programming problems (4) and (6) to deterministic two-level pro-
gramming problems through the absolute deviation minimization model [23]. It is sig-
nificant to note that the absolute deviation minimization model is suitable for risk-averse
decision makers and more tractable than the variance minimization model.

3.1 Possibility case

Following the absolute deviation minimization model, the maX|m|zat|ngf (Gy) is
G

replaced with the minimization of its absolute deviatiofE, _(G1) — E [Tl (G1)] ]
as follows:

minimize Z3AP (g, @) = E HH
m|n|m|ze Z3 AP (xy, @) = E HH

SUbjeCt toAjxy + Asxs < b
1 2 07 ) 2 0

LG —E[mg (@]
o(Ge) —E [Tz (G)]]] | (11)

Qr

Qr

Since eacld,;; is arandom variable that takes an observed valyg under a scenario

st € {1,2,..., S} whose probability is,,, E[[Tlg ,(Gi) — E[MT5 . (G)]|] in (12) are
rewritten as:

E [|Mg, (1) — E g, (G

j

2 2 n
> {ﬁzg‘k — dljk} T, + 2} S {ﬁzﬂc - dljk} Tjk + 2]
=1 k=1 =1 k=1
= E|| —-E
2 ny 2
S Bigkak — 7+ 2 > Z Bujetie — 24 + 2
= P

=1k=1 j=1

2

2 ny i
s D> Bk — dijrs,  zp + 27 s o> ABuk — dijrs, } ik + 27

B =1 k=1 =1 k=1
= Z Dis; 2 - Z Dis; 2 ny
1

1 =1
= BiixTix — 2 + 27 o D> Bukin — 2 + 2

=1 k=1 =1k=1
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U]

2
S > { Z Pusy i — dijhs, } Tk + 2
Zl o, |2
s1=1 * 1 0

Z Z Biikxix — 21 + 2

j=1k=1

If we introduce the auxiliary variables

1 2 Ny Sl
7’21 = 5 [ Z Z {Z plsldljk - dljksl } Tk + 210
:1 Sl:1
2 Ny
+ Z > Z Do ik — dijrs, ¢ Tjk + 27
_] 1 k=1 S1= 1
1||& 0
Tls, 3 > Z Dis, Ak — dijis, ¢ Tjk + 2
j=1k=1 | ;=1

Y

2 Ny S
(Z > { > usydije — dijis, } Tk + 2] )
=1

s1=1

r, > 0,7, > 0and the following relations hold:

2 ny
+ — _ ) ) 0
T = LY { Z Pusy i — dijis, } Tk + 2
7j=1k=1
2 1y S
- s 0
T =T = D28 Y sk — dijks, ¢ Tk + 2
=1k=1 | s=1
+ o=
Tlsl * Tlsl — 0

In this way, through absolute deviation minimization using possibility, (11) can be
reduced to the following deterministic two-level programming problem:

S1

> pia (1, + 714,

s1=1

J
DD Buktik — 2z + 2

j=1k=1

So
Z D2s, (7’;:92 + TQ_SQ)

so=1

minimize ZP (x1, 20) = —

DD Bojuie — 24 + 2 - (12)
=1 k=1
SUbjeCt to Ala:l + Ay < b

U] S
Z Z {Z plsldl]k leksl} Tjk — /rlSz + /rlSz = _ZZO7
J=1k=1 \ si=1
l:1,2, 8121,2,...,51
rf;l~7’l_81:0,l:1,2, 8121,2,...,51
a:120, a:220, 7’1—:[20, 7’1_8120,1:1,2, 8121,2,...,51

minimize Z;" T, Toy) =
DM1 1 (2, @)
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It should be noted here that for noncooperative two-level programming problems,
DM1 first specifies a decision and then RMetermines a decision so as to optimize the
objective function of self with full knowledge of the decision of DMAccording to this
rule, DM1 also makes a decision so as to optimize the objective function of self. The
solution defined as the procedure is called a Stackelberg solution.

Realizing that (12) is a deterministic two-level programming problem, we are now
ready to introduce the extended concepts of Stackelberg solution for the original fuzzy
random two-level linear programming problem (1).

Definition 2 (AD-P-Stackelberg solution) A feasible solutionz}, ;) € X is called

an AD-P-Stackelberg solution, meaning a Stackelberg solution through absolute deviation
minimization using possibility, {tc], %) is an optimal solution to the following two-level
linear fractional programming problem:

m|n|m|zeZ1 D@y, xs)

wherea:2 solves
minimize Zy"*? (x4, x»)
T2

SUbjeCt to Ala:l + Ay < b

nj
+ ~ 0
Z > {Z Dus, dijk — dljk‘sl} Tjk — Ty, T Tisy = — 215

j=1k=1

l:1,2, 8121,2,...,‘31
7’1—:['7’1_8120, l:1,2, 8121,2,...,‘31
a:120, a:220, 7’1—:[20, 7’1_8120,1:1,2, 8121,2,...,‘31

(13)

Observing that (13) is a two-level linear fractional programming problem when com-
plementary conditions are relaxed, it is now appropriate to consider some effective com-
putational methods for obtaining AD-P-Stackelberg solutions.

Following the definition of Stackelberg solutions, for any feasible decigiogiven
by DM1, DM2 is assumed to select a decisies(; ) which is an optimal solution to the
following problem:

So

Z D2s, (7’;:92 + r2_82)

so=1

minimize —;

ni
Z Bookor — 23 + 25 + Y Borr@ik
k=1
SUbjeCt to AQZEQ <b-— A2

no S
+ —_
S s diok — dizks, | T2k — s, + Tis,

k=1 \s;=1

n1 S
= —Zzo - Z (Z Dis; Ak — dllksl> T, =12, =1,2,...,5

k=1 \s;=1
rl*;l.rl_slzo, [=1,2, s=1,2,...,5
@y >0, 75 >0,1r,>0,1=12 s=12...,5

(14)
The optimal solutiore, () to (14) is called a rational reaction fex. Let us denote the
set of rational reactions fak; by RR(z,). Then, DML should select a solutiofx;, x-)
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to optimizeZ,"*” (x,, x,) from among the inducible regiah? = {(x1, z,) | (z1, x2) €
X, x2 € RR(x1)}. To be more explicit, DM selects an optimal solution to the following
problem:

minimize Z{"P (xy, x,)

SUbjeCt to Az +Asxo < b

2 Ny S;
ZZ {ZPZSzdljk _dljksl}l’jk —Tf;l —i—r[sz = —zlo7
j=1k=1 | s=1
l:1,2, 8121,2,...751
e =0,1=125=1,2,...,85
1 >0, @2 € RR(w1), 1, 2 0,7, 20, 1=1,2, 51 = 1,2,..., 5

(15)
It should be emphasized here that the optimal solution to (15) is an AD-P-Stackelberg
solution.

For two-level linear fractional programming problems with linear fractional objec-
tive functions and linear constraints, it is shown that Stackelberg solutions exist at some
extreme point of the feasible region [7]. Although (13) is not a two-level linear frac-
tional programming problem, if complementary conditioﬁg 1, = 0,0 = 1,2,
si = 1,2,...,5in (13) are relaxed, it should be emphasized here that the resulting re-
laxed problem becomes a two-level linear fractional programming one. Hence, from the
property of Stackelberg solutions to two-level linear fractional programming problems,
we can omit complementary conditions from (13) since these conditions automatically
hold at any extreme point of the feasible region. In this way, we can consider the follow-
ing relaxed problem:

S1

> pia (1, + 714,

s1=1
2 Ny

DD Buktik — 2z + 2

j=1k=1

minimize Z;"P (1, z,) =
1

wherex, solves
So

Z D2s, (7’;92 + r2_82)

minimize 2,7 (@1, ) = 25 . (16)
2
Z Z ngkxjk — Z; + Zg
=1 k=1

SUbjeCt toAjxy +Asxs < b

2 nj S
v — dis I - _ _,0
Dis, Qi — ks, ¢ Tjk — Tis, + g, = =275

J=1k=1 | si=1
l:1,2, 8121,2,...,‘31
a:120, a:220, 7’1—:[ 20, rl_sl 20, l:1,2, 8121,2,...,‘31

Observing that (16) is a two-level linear fractional programming problem, we can
construct the following computational method for obtaining AD-P-Stackelberg solutions
through the combined use of the variable transformation method by Charnes and Cooper
[8] and theK'th best algorithm for two-level linear programming problems by Bialas et
al. [5].
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The computational method for obtaining AD-P-Stackelberg solutions
Step 1. Leti := 1. Removing the objective function of DMfrom (16), solve the
following problem:

S1

> pia (7, + 70

minimize Z;""" (z1, x2) = 25
Yo Burwir — 21 + 2
=1 k=1

SUbjeCt toAjxy + Asxs < b

2 Ny S
+ ~ 0
S Dus, ik — dijrs, ¢ Tjk — T, + T, = — 2
1

j=1k=1 | s1=
l:1,2, 8121,2,...,‘31
a:120, a:220, 7’1—:[20, Tl_31207 l:1,2, 8121,2,...,‘31

(17)
Observing that (17) is a linear fractional programming problem and the denomina-
tor of the objective function is positive as discussed in (9), it can be transformed into
an equivalent linear programming problem by the variable transformation method
by Charnes and Cooper [8]. To be more specific, introducing the variable transfor-
mation

B 1
S
Do Bukmik — 21 + 27

j=1k=1

t

and lettingy, =t-x1,y, =t-x2,q" =t-r",q~ =t-r, (17) is transformed
into the following linear programming problem:

S1
minimize Y pi, (ersl + ql_sl)
s1=1
subjectto A1y, + Ay, — bt <0

2 Ny S

SRS pisdije — dijrs, ¢ ik — a4, + @, + 2t =0,

j=1k=1 | s;=1 o ’ l} ’ ! ! . (18)
l:1,2, 8121,2,...,‘31

2 ny

DD By — (=)t =1

j=1k=1
¥y >0,y,>0,g">0,qg >0,t>0

Observing that (18) is a linear programming problem, we can obtain an optimal
solution by the simplex method. Using the optimal solution to (18) denoted by
(Y1) Yoy ()", (@), t)”, we can obtain

(351T[1]> 332T[1])T = (?J1T[1]/t[1]> sz[1]/t[1])T

which is an extreme point of the feasible region of (17) as shown in [49]./ et
be a set of feasible extreme points to be searched/aadet of feasible extreme
points that had been searched. Bét:= {(z1,, z5)" } andU := . Go to step
2.
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Step 2: In order to check whether the present extreme pgiri,, z3;,)" exists in the
inducible region/ R, i.e., x,); is a rational reaction fox,}; or not, we solve the
following problem:

So
Z D2s, (7’;:92 + TQ_SQ)

minimize —; s2=1 -

1
Z Bookak — 2y + 25 + Z B216T 1k
k=1 k=1

subject to A;IBQ <b-— Az

no S
_ ) 19
> (Z Dis, di2k — dzzksl) Top — 175, + 75, (19)

k=1 \s;=1

ny S

= —zlo — Z (Z pzsldzw - dllksl) T1k[4],

k=1 \s;=1
l:1,2, S| = 1,2,...,5[
Lo 20, 7’1—:[ 20, rl_sl 20, [ = 1,2, S| = 1,2,...,5[
Observing that (19) is also a linear fractional programming problem and the denom-

inator of the objective function is positive, we can apply the variable transformation
method by Charnes and Cooper [8] to (19). Namely, introducing the variable trans-

formation
1
u =

n9 L 0 n1

> Boowor — 23 + 25 + Y Park kg

k=1 k=1
and lettingw, := u - 2, 0" :=u-r*, 07 ;= u-r~, (19) is transformed into the
following linear programming problem:

So
minimize " pos, (0522 + 02‘82)

so=1

subject to Aywy — (b — Ajxy)u < 0

no S
+ —
S DS pisdize — diaks, | war — of, + oy,
k=1 \s;=1

& [ . (20)
+ ZZO + Z Z plsldllk - dllksl Tk | U = 0,
k=1

=1
l:1,2, S] = 1,2,...,5[
n2 ni
Z Pazkwar — (25 — 2y — Z ﬁmkxm[i]) u=1
k=1 k=1

wy >0, 0">0 0 >0, u>0
Observing that (20) is a linear programming problem, we can obtain an optimal
solution(ws, (o))", (o))", up)”™ by the simplex method. lvs; /uy; is equal to
), then the current extreme poifit|;, z5,)" exists inIR, i.e., it is an AD-P-
Stackelberg solution and the algorithm is terminated. Otherwise, go to step 3.

Step 3: Let W}; be a set of feasible extreme points which is adjacerfteig, z3;,)"
and satisfiesZ,"'” (x1, z2) > 2,7 (@13, Topy). LetU = U U {(x, zk;)7}
andW := (W U W;))\U, and go to step 4.
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Step 4: Leti =1+ 1. Choose an extreme poifit{;, z3;)" such that

AD(

ZP’AD(wl[i])wQ[i]) - min 7" 21, 23),

(xT xH)Tew
and return to step 2.

It should be noted here that the proposed computational method uses nothing but the
variable transformation method, the simplex method and the pivot operation for obtaining
an AD-P-Stackelberg solution.

3.2 Necessity case

Quite similar to the possibility case, following the absolute deviation minimization model,
the maximization ofNélw(Gl) in (6) is replaced with the minimization of its absolute

deviation EHNélm(él) ~E [Nélm(él)} H as follows:

minimize 24" (@1, ) = E[|Ng, ,(G1) —E [Ng,,(Gy)] P

minimize Z,"” (@1, ) = E [ Ng,.(G2) = E[Ng,_(Go)][] ’ (21)
SUbjeCt toAjxy + Asxs < b
1 >0, 22 >0
where E[|N, _(Gi) — E[Ng _(Gy)]|] is rewritten as:
E[|Ne,o(Gi) —E[Ng (G
2 n; 2 "
— Z Z dljkxjk + ZZO — Z Z dljkl’jk + ZZO
_ e j=1k=1 E j=1k=1
2 ny 2 ny
DD vk — 2 + 7 DD WkTik — 2 2]
j=1k=1 j=1k=1
2 ny 2
5 3N dijrsi e + 2 s, =3 dijrs,wi + 2
=1 k=1 =1 k=1
— Slzlplsl B) Jn]- } . _Slzlplé’z 2 Jn]' ) o
Z Z YTk — 2 T 2 Z Z VijkTik — 2 T 2
j=lk=1 j=1k=1
2 ny S
s S { > pisdijie — dljksl} Tig + 2)
L j=1k=1 | s=1
= Dis, 7 T .
st DD Rt — 2+ 2]
j=1k=1
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Introducing the auxiliary variables*;l andr,;, as defined in the possibility case, (21) can

be reduced to the following deterministic two-level programming problem:

S1

Z DPis; (7’1:1 + /rl_sl)

s1=1

2 MmNy
1 0
Z Z VijkTik — 21 + 2
j=1k=1

So
Z D2s, (7’;92 + r2_82)

__so=1
L1, IBQ) - 2

U]
DD Meikik — 2y + 25
=1 k=1
SUbjeCt toAjxy + Asxs < b

2 Ny S;
ZZ {ZPZSzdljk _dljksl}l’jk —Tf;l —i—r[sz = —zlo7
j=1k=1 | si=1

l:1,2, 8121,2,...751
rgl.rgl::O,lzzl,Q,sl::1,2w..,53
@1 >0, 2>0,7} >0,7,>0,1=12 5=12,...,5

minimize Z;" T, Ty) =
DM1 1 (@, @)

minimize Z5 " (
DM2

(22)

Observing that (22) is a deterministic two-level programming problem, we can intro-
duce the extended concepts of Stackelberg solution for the original fuzzy random two-

level linear programming problem (1).

Definition 3 (AD-N-Stackelberg solution) A feasible solutioifz;, ;) € X is called an
AD-N-Stackelberg solution, meaning a Stackelberg solution through absolute deviation
minimization using necessity,(it], ) is an optimal solution to the following two-level

linear fractional programming problem:

minimize Z," " (x4, ,)
1
wherex, solves
minimize Zy " (1, ,)
T2
SUbjeCt toAjxy + Asxs < b

2 ny S
+ ~ 0
SN s dije — dijins, Tjk — T, T Tisy, = — 215

j=1k=1 | s;=1

l:1,2, 8121,2,...,‘31
7’1—:['7’1_8120, l:1,2, 8121,2,...,‘31
a:120, a:220, 7’1—:[20, 7’1_8120, l:1,2, 8121,2,...,‘31

(23)

Similarly to the possibility case, for any feasible decisiargiven by DML, the ratio-
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nal reactiorz, () of DM2 can be obtained by solving the following problem:

So
Z D2s, (7’;:92 + TQ_SQ)

minimize ———2= -
1., .0 .
Z Vo2kTok — 29 + 29 + Z V21kT1k
k=1 k=1

SUbjeCt to Asxo < b— A2y

no S
+ — )
> Dus,izk — diggs; | Tak — 175, + Ty,
1

k=1 \s;=

n1 S
=2 — Z (Z Dis,dink — dllksl> Tk, 1=1,2, s =1,2,...,5

k=1 \s;=1
rltl.rl_slzo, 1=1,2, s=1,2,...,5
T2 > 0, 7’2120, T >0, 1=1,2, 5=1,2,...,5

(24)
and DML should select an optimal soluti@®,, x-) to the following problem:
minimize Z"P (a1, ,)
SUbjeCt toAixy +Asxs < b
2 ny S
S { Dis, Ak — dijks, } T — T, T, = —2z),
j=1k=1 | s;=1
= 1,2, S| = 1,2,...,5[
7’1—:[ 'Tl_sl :0, l:1,2, S :1,2,...,51
T > 0, Ty € RR(IEl), 7’1—:[ > 0, rl_sl > 0, [ = 1,2, S = 1,2,...,5[
(25)

Observe that the optimal solution to (25) is an AD-N-Stackelberg solution.
As discussed in the possibility case, we can consider the following relaxed problem:

S1
Z DPisy (7’1:1 + /rl_sl)

s1=1

2 mny
1 0
Z Z VijkTik — 21 + 2
j=1k=1

minimize Z"*P (@, x5) =
T

wherex, solves
So

Z D2s, (7’;:92 + TQ_SQ)

=1 . (26)

2 MmNy
DD Meikik — 2y + 25
=1 k=1
SUbjeCt toAjxy + Asxs < b

2 Ny S
- 0
Z Z Z plszdljk — dljksl Tk — rl—:z + Tlsl = —z,
j=1k=1 | s;=1
l:1’2’ 8121)2,---,51
:13120,113220,7’1—:120,7’1_8120,1:1,2,31:1’2’“.’51

(

minimize Z, P (xy, x;) =
T

The computational method for obtaining AD-N-Stackelberg solutions follows very much
in the same fashion as that for obtaining AD-P-Stackelberg solutions and will, therefore,

be omitted.
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4 Numerical example

In order to demonstrate the feasibility and efficiency of the proposed computational meth-
ods, consider the following two-level linear programming problem involving fuzzy ran-
dom variable coefficients:

migimize z1(x1, @) = Cuz, + Crozs

mirtl)i’\;gize zo(x1, @) = Coxy + Cooa

SUbjeCt toa;1®1 + axo by
a1 + ATs
az 1 + azaks
as; 11 + AsTs
T = (1'11,1'12,1'13)
Ty = (1'21,1'22,1'23)

(27)

SN A A IA
VIV S S S

o O

whereC,;, 1 = 1,2, j = 1,2 are vectors whose elemertts;;, k = 1,2, ..., n; are fuzzy
random variables.

Values of coefficients in constraints, valuesipt.,, for eachs;, 8, andyx, | = 1,2
are shown in Tables 1, 2 and 3, respectively.

Table 1: Values of coefficients in constraints

Ti1 Ti12 T13 T21 T2 T23 b
a, 2 3 1 2 3 3 65
a, 4 4 2 3 2 1 80
as 2 4 3 3 2 2 105
ags -3 —2 -2 —4 -1 —4 -70

Table 2: Values ofly x5, for eachs; € {1, 2,3}, (1jx andyy .

T11 T12 Z13 T21 T22 T23

Scenarios; = 1 (p;; =0.25) 23 —-1.0 1.3 -1.3 -1.8 2.0
Scenarios; = 2 (p12 =0.40) 2.0 —-13 20 1.1 —-2.1 24
Scenarios; =3 (p13=0.35) 1.9 —-24 27 —-15 —-12 3.8
Bijk 0.8 1.2 0.7 09 1.3 0.6

Vijk 0.8 1.1 0.5 0.6 09 1.0

Calculatingz? andz} from (7) and (8) yields:? = 121, 2{ = —48, 2§ = 76 and
21 = —81. Considering these values, membership functions of fuzzy goals for objective
functions are determined as shown in Figure 6.

For illustrative purposes, we first derive an AD-P-Stackelberg solution to (27). For
this numerical example, in step 1, after transforming (17) into (18) by the variable trans-
formation method, (18) is solved by the simplex method. For the obtained value of
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Table 3: Values ofly;is, for eachs, € {1,2,3}, Bajx andysjy.

11 T12 Z13 T21 T22 T23

Scenarios; = 1 (po; = 0.45) 3.0 1.7 —-1.6 —-14 —-1.6 1.7
Scenarios; = 2 (p2 = 0.15) 1.7 1.3 -23 —-08 —-1.9 26
Scenarios; = 3 (pe3 = 0.40) 2.3 09 —-1.0 —-2.0 —-1.2 35
Bajk 0.7 1.2 0.8 0.5 09 1.1

Yojk 0.7 09 0.6 1.0 0.8 0.9

HGZ(Y) A

1

<Y

—48 121 :y —él 76
Figure 6: Membership functions; (-), I = 1, 2.

(@), 23T = (14.58,0.00,0.83,3.88,9.08,0.00)7, let W := {(x],, x1,)T}, U == 0.

In step 2, after transforming (19) into (20) by the variable transformation method, we
solve (20) by the simplex method in order to obtain the rational reactiomfor Since
the optimal solution to (20jvop)/up; = (3.23,11.70,0.00)" is not equal tox,n; =
(3.88,9.08,0.00)", the current extreme poirftey,;, z5,;)" is not an AD-P-Stackelberg
solution. In step 3, we enumerate feasible extreme pgirftsz2 )™ which are adjacent
to (@1, 2%, and satisfyZ,""” (@1, @) > 2,7 (2111}, 1)), and makdVyy). Then,
let U := U U (x{y), z5)" andW = (W U W) \U. In step 4, we find a feasible
extreme point(xz?, 22)7 in W whoseZ;"*? (x1, ) is the least and let it be the next
extreme pointxy;, ), x3;,,,)" . Then, leti := i + 1 and return to step 2. By repeating
the procedures, we can obtain an AD-P-Stackelberg solution

(‘131T,ADP> ngDP)T = (0.00, 12.67, 10.30, 1.36, 0.00, 4.66)T
where
Zy P (@1, app, ®2,app) = 0.0163, 2" (21 app, @2 app) = 0.0745.

On the other hand, using the computational method quite similar to that for obtaining
an AD-P-Stackelberg solution, we can obtain an AD-N-Stackelberg solution

(m{ADN, %T,ADN)T = (4.92,11.34,0.47, 3.05, 0.00,4.85)T
where

ZfV’AD(IBLADN, wQ’ADN) = 00287, ZéV’AD(IBLADN, wQ’ADN) = 0.0338.
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5 Conclusions

In this paper, assuming noncooperative behavior of the decision makers, computational
methods for obtaining Stackelberg solutions to two-level linear programming problems
involving fuzzy random variable coefficients have been presented. Considering vague
natures of decision makers’ judgments, fuzzy goals were introduced into the formulated
fuzzy random noncooperative two-level linear programming problems. On the basis of the
possibility and necessity measure that each objective function fulfills the corresponding
fuzzy goal, the fuzzy random two-level linear programming problems to minimize each
objective function with fuzzy random variables were transformed into stochastic two-
level programming problems to maximize the degree of possibility and necessity that each
fuzzy goal is fulfilled. Through the use of absolute deviation minimization in stochastic
programming, the transformed stochastic two-level programming problems were reduced
to deterministic two-level programming problems. For the transformed problems, AD-
P- and AD-N-Stackelberg solutions were introduced and computational methods were
also presented. It is significant to note here that AD-P- and AD-N-Stackelberg solu-
tions can be obtained through the combined use of the variable transformation method
and theKth best algorithm for two-level linear programming problems. To illustrate the
proposed computational methods, a numerical example for obtaining AD-P- and AD-N-
Stackelberg solutions was provided. Extensions to other stochastic programming models
will be considered elsewhere. Further considerations from the view point of fuzzy random
cooperative two-level programming will be required in the near future.
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