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Résumé

L’incertitude est une propriété naturelle des systemes complexes. Les parametres
de certains modeles peuvent étre imprécis ; la présence de perturbations aléatoires
est une source majeure d’incertitude pouvant avoir un impact important sur les
performances du systeme. L’optimisation sous contraintes en probabilités est une
approche naturelle et largement utilisée pour fournir des décisions robustes dans
des conditions d’incertitude. Dans cette these, nous étudierons systématiquement
les probléemes d’optimisation avec contraintes en probabilités dans les cas suivants

En tant que base des problemes stochastiques, nous passons d’abord en revue
les principaux résultats de recherche relatifs aux contraintes en probabilités selon
trois perspectives: les problemes liés a la convexité en présence de contraintes
probabilistes, les reformulations et les approximations de ces contraintes, et les
contraintes en probabilités dans le cadre de 'optimisation distributionnellement
robuste.

Pour les problemes d’optimisation géométriques stochastiques, nous étudions
les programmes avec contraintes en probabilités géométriques rectangulaires joint-
es. A l'aide d’hypotheses d’indépendance des variables aléatoires elliptiquement
distribuées, nous déduisons une reformulation des programmes a contraintes géom-
étriques rectangulaires jointes. Comme la reformulation n’est pas convexe, nous
proposons de nouvelles approximations convexes basées sur la transformation des
variables ainsi que des méthodes d’approximation linéaire par morceaux. Nos
résultats numériques montrent que nos approximations sont asymptotiquement
serrées.

Lorsque les distributions de probabilité ne sont pas connues a I’avance ou que
la reformulation des contraintes probabilistes est difficile a obtenir, des bornes
obtenues a partir des contraintes en probabilités peuvent étre tres utiles. Par
conséquent, nous développons quatre bornes supérieures pour les contraintes
probabilistes individuelles, et jointes dont les vecteur-lignes de la matrice des con-
traintes sont indépendantes. Sur la base de I'inégalité unilatérale de Chebyshev,
de I'inégalité de Chernoff, de I'inégalité de Bernstein et de I'inégalité de Hoeffding,
nous proposons des approximations déterministes des contraintes probabilistes.
En outre, quelques conditions suffisantes dans lesquelles les approximations sus-
mentionnées sont convexes et solvables de maniere efficace sont déduites. Pour
réduire davantage la complexité des calculs, nous reformulons les approxima-
tions sous forme de problemes d’optimisation convexes solvables basés sur des
approximations linéaires et tangentielles par morceaux. Enfin, des expériences
numériques sont menées afin de montrer la qualité des approximations déterminis-
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tes étudiées sur des données générées aléatoirement.

Dans certains systemes complexes, la distribution des parametres aléatoires
n’est que partiellement connue. Pour traiter les incertitudes complexes en ter-
mes de distribution et de données d’échantillonnage, nous proposons un ensem-
ble d’incertitude basé sur des données obtenues a partir de distributions mixtes.
L’ensemble d’incertitude basé sur les distributions mixtes est construit dans la
perspective d’estimer simultanément des moments d’ordre supérieur. Ensuite,
a partir de cet ensemble d’incertitude, nous proposons une reformulation du
probleme robuste avec contraintes en probabilités en utilisant des données issues
d’échantillonnage. Comme la reformulation n’est pas un programme convexe,
nous proposons des approximations nouvelles et convexes serrées basées sur la
méthode d’approximation linéaire par morceaux sous certaines conditions. Pour
le cas général, nous proposons une approximation DC pour dériver une borne
supérieure et une approximation convexe relaxée pour dériver une borne inférieure
pour la valeur de la solution optimale du probleme initial. Nous établissons
également le fondement théorique de ces approximations. Enfin, des expériences
numériques sont effectuées pour montrer que les approximations proposées sont
pratiques et efficaces.

Nous considérons enfin un jeu stochastique a n joueurs non-coopératif. Lorsque
I’ensemble de stratégies de chaque joueur contient un ensemble de contraintes
linéaires stochastiques, nous modélisons les contraintes linéaires stochastiques de
chaque joueur sous la forme de contraintes en probabilité jointes. Pour chaque
joueur, nous supposons que les vecteurs lignes de la matrice définissant les con-
traintes stochastiques sont indépendants les unes des autres. Ensuite, nous for-
mulons les contraintes en probabilité dont les variables aléatoires sont soit nor-
malement distribuées, soit elliptiquement distribuées, soit encore définies dans le
cadre de 'optimisation distributionnellement robuste. Sous certaines conditions,
nous montrons l’existence d’un équilibre de Nash pour ces jeux stochastiques.
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Abstract

Uncertainty is a natural property of complex systems. Imprecise model parame-
ters and random disturbances are major sources of uncertainties which may have
a severe impact on the performance of the system. The target of optimization
under uncertainty is to provide profitable and reliable decisions for systems with
such uncertainties. Ensuring reliability means satisfying specific constraints of
such systems. An appropriate treatment of inequality constraints of a system
influenced by uncertain variables is required for the formulation of optimization
problems under uncertainty. Therefore, chance constrained optimization is a nat-
ural and widely used approaches for this purpose. Moreover, the topics around
the theory and applications of chance constrained problems are interesting and
attractive.

Chance constrained problems have been developed for more than four decades.
However, there are still some important issues requiring non-trivial efforts to
solve. In view of this, we will systematically investigate chance constrained prob-
lems from the following perspectives.

(1) As the basis for chance constrained problems, we first review some main re-
search results about chance constraints in three perspectives: convexity of chance
constraints, reformulations and approximations for chance constraints and distri-
butionally robust chance constraints. Since convexity is fundamental for chance
constrained problems, we introduce some basic mathematical definitions and the-
ories about the convexity of large classes of chance constrained problems. Then,
we state some tractable convex reformulations and approximations for chance
constrained problems. For distributionally robust optimization, we illustrate mo-
ments based uncertainty set, and distance based uncertainty set and show their
applications in distributionally robust chance constrained problems, respectively.

(2) For stochastic geometric programs, we first review a research work about
joint chance constrained geometric programs with normal distribution and in-
dependent assumptions. As an extension, when the stochastic geometric pro-
gram has rectangular constraints, we formulate it as a joint rectangular geometric
chance constrained program. With elliptically distributed and pairwise indepen-
dent assumptions for stochastic parameters, we derive a reformulation of the joint
rectangular geometric chance constrained programs. As the reformulation is not
convex, we propose new convex approximations based on the variable transfor-
mation together with piecewise linear approximation methods. Our numerical
results show that our approximations are asymptotically tight.

(3) When the probability distributions are not known in advance or the refor-
mulation for chance constraints is hard to obtain, bounds on chance constraints

v



can be very useful. Therefore, we develop four upper bounds for individual and
joint chance constraints with independent matrix vector rows. Based on the one-
side Chebyshev inequality, Chernoff inequality, Bernstein inequality and Hoeffd-
ing inequality, we propose deterministic approximations for chance constraints.
In addition, various sufficient conditions under which the aforementioned ap-
proximations are convex and tractable are derived. Therefore, to reduce further
computational complexity, we reformulate the approximations as tractable con-
vex optimization problems based on piecewise linear and tangent approximations.
Finally, based on randomly generated data, numerical experiments are discussed
in order to identify the tight deterministic approximations.

(4) In some complex systems, the distribution of the random parameters is
only known partially. To deal with the complex uncertainties in terms of the dis-
tribution and sample data, we propose a data-driven mixture distribution based
uncertainty set. The data-driven mixture distribution based uncertainty set is
constructed from the perspective of simultaneously estimating higher order mo-
ments. Then, with the mixture distribution based uncertainty set, we derive
a reformulation of the data-driven robust chance constrained problem. As the
reformulation is not a convex program, we propose new and tight convex ap-
proximations based on the piecewise linear approximation method under certain
conditions. For the general case, we propose a DC approximation to derive an
upper bound and a relaxed convex approximation to derive a lower bound for the
optimal value of the original problem, respectively. We also establish the theo-
retical foundation for these approximations. Finally, simulation experiments are
carried out to show that the proposed approximations are practical and efficient.

(5) We consider a stochastic n-player non-cooperative game. When the strat-
egy set of each player contains a set of stochastic linear constraints, we model
the stochastic linear constraints of each player as a joint chance constraint. For
each player, we assume that the row vectors of the matrix defining the stochastic
constraints are pairwise independent. Then, we formulate the chance constraints
with the viewpoints of normal distribution, elliptical distribution and distribu-
tionally robustness, respectively. Under certain conditions, we show the existence
of a Nash equilibrium for the stochastic game.
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Chapter 1

Introduction

Consider the following constrained optimization problem:

mmin g(x)
s.t. cl($>£) <0,--- >Cd<x7£) < 07 (11)
x e X,

where X € R™ is a deterministic set, * € X is the decision vector, & is
a k-dimensional parameter vector, g(z) : R* — R and ¢;(x,€) : R*™* —
R,i = 1,---,d, are real value functions. Furthermore, we assume that ¢ (x)
and ¢; (x,&),i = 1,--- ,d are convex in & and X is a compact and convex set.
Then, problem is a constrained convex optimization problem. This kind of
problem has broad applications in communications and networks, product design,
system control, statistics, and finance, and it can be solved efficiently.

However, in many practical problems, the parameter £ of problem might
be uncertain. If we ignore the uncertainty, such as using the expectation of &,
the obtained optimal solution might be infeasible with high probability.

To take the uncertainty into consideration, we can formulate the problem as
a chance constrained optimization problem:

mmin g(x)
s.t. PF {Cl(wvé) < 07 e 7Cd(x7€) < O} > €, (12)
x e X,

where £ is a random vector defined on some probability space (Q2, F,P), F is the
joint probability distribution function of the random vector € and € € (0, 1) is the
tolerance probability, say, 0.95 or 0.99. Therefore, the solution to problem
is guaranteed to be a feasible solution to the original problem (|1.1f) with a proba-
bility at least e. Problem is called a joint chance constrained problem, and
the chance constraint is called a joint chance constraint. When d = 1, problem
(1.2) is called an individual chance constrained problem because it requires only
a single constraint to be satisfied with probability e.

Chance (probabilistic) constrained optimization problems were firstly pro-
posed by Charnes et al.[I7] and Miller and Wagner [75]. In the paper of Charnes
et al. [I7], chance constraints are imposed individually on each constraint involv-
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ing random variables. The paper by Miller and Wagner [75] takes the chance
constraint jointly on the stochastic constraints but handles only independent
random variables appearing on the right hand sides of the stochastic constraints.
Prékopa [87] initiated the research on this topic, where the chance constraint is
taken jointly for the stochastic constraints and the random variables involved are
stochastically dependent, in general. Applications of probabilistic constraints are
substantial in engineering and finance. For an overview on the theory, solution
and applications of chance constrained optimization problems, one can refer to
the monographs [13], [89] and [96].

1.1 Convexity

A fundamental issue for chance constrained problems is the convexity of chance
constraints, which is widely considered as a considerable difficulty. Both from
theoretical and computational perspectives, it was recognized that chance con-
strained problems are hard to treat. Van de Panne and Popp [79] proposed a
solution method for a linear chance constrained problem with one-row normally
distributed constraint, transformed to a nonlinear convex constraint. Kataoka
[59] studied an individual chance constrained problem with random right-hand
side following a normal distribution.

Apart from the above simple problems, chance constrained problems often
lead to a non-convex feasible solution set. Various conditions and techniques were
developed to handle this issue. Miller and Wagner [75] considered a joint chance
constrained model with independent random right-hand side. The convexity of
their problem is ensured when the probability distribution possesses a property
of decreasing reversed hazard function. Jagannathan [56] extended this result to
the dependent case, and also considered a linear joint chance constrained problem
with normally distributed independent rows.

Prékopa [88] made an essential step by proving the convexity of the feasi-
ble solution set of linear chance constrained problems with dependent random
right-hand sides in the chance constraint when the probability distribution is
logarithmically concave. This kind of distributions include normal, Wishart and
Dirichlet distributions. Borell [9] and Brascamp and Lieb [11] generalized loga-
rithmical concavity to a concept called r-concave measures. A generalized defini-
tion of r-concave function on set, which is also suitable for discrete distributions,
was proposed by Dentcheva et al. [28]. Concretely, Calafiore and El Ghaoui [15]
reformulated an individual chance constraint as a second order cone constraint
by using a similar notion of ()-radial distribution.

Despite this progress, the problem of convexity remains to be a big challenge
for chance constrained problems, especially for joint chance constrained prob-
lems. However, there are still some extensions about the convexity. Prékopa et
al. [90] asserted that a joint linear chance constrained problem is convex if the
rows are independently normally distributed and the covariances matrices of the
rows are constant multiples of each other. Henrion [49] gave a completely struc-
tural description of the feasible solution set defined by individual linear chance
constraints, which can be seen as a more promising direction. Following this



direction, by using the r-concavity and introducing a notion of r-decreasing func-
tion, Henrion and Strugarek [50] further proved the convexity of joint chance
constraints with independent random variables separated from decision vectors.
For the dependent case with random right-hand side, Henrion and Strugarek [51]
and Ackooij [1] extended the result by using the theory of copulas, respectively,
while Houda [54] considered the dependent case by using a variation to the mixing
coefficient. In addition, handling the dependence of the random vectors by copu-
las, Cheng et al. [23] proposed a mixed integer linear reformulation and provide
an efficient semidefinite relaxation of 0—-1 quadratic programs with joint prob-
abilistic constraints. Lagoa et al. [62] proved the convexity when the random
vector have a log-concave symmetric distribution. Recently, Lubin et al. [60]
showed the convexity of two-sided chance constrained program when ¢ follows
normal (or log-concave) distribution.

1.2 Reformulations and approximations for Chance
Constraints

Generally, the probability associated with chance constraints is difficult to com-
pute due to the multiple integrals. For this reason, many equivalent reformula-
tions for chance constraints or their approximations have been proposed. When
the random vector & in individual linear chance constraints follows normal dis-
tribution, elliptical distribution or radial distribution, the chance constraint in
the individual linear chance constrained problem can be reformulated as a sec-
ond order conic programming (SOCP) constraint ([15] [49] 56] 88]). For the joint
linear chance constrained problem with normally distributed coefficients and in-
dependent matrix rows, Cheng and Lisser [24] proposed SOCP approximations
by using piecewise linear and piecewise tangent approximations. And for the joint
chance constrained geometric programming problem with independent normally
distributed parameters, Liu et al [65] derived asymptotically tight geometric pro-
gramming approximations based on variable transformation and piecewise linear
approximations. Using Archimedean copula, Cheng et al. [22] considered ellipti-
cally distributed joint linear chance constraints with dependent rows and derived
SOCP approximation schemes. Luedtke and Ahmed [68] constructed a mixed in-
teger linear programming reformulation for joint linear chance constrained prob-
lems when the random vector has finite support.

In order to solve chance constrained problems efficiently, we need both the
convexity of the corresponding feasible set and efficient computability of the con-
sidered probability [76]. This combination is rare, and very few are the cases in
which a chance constraint can be processed efficiently (see [28, [62), 91]). When-
ever this is the case, tractable approximations of chance constraints can be very
useful in practice.

A computationally tractable approximation of chance constrained problems
is given by the scenario approach, based on Monte Carlo sampling techniques.
With this kind of techniques, one can recur to approximate solutions based on
constraint sampling. And the constraint consists in taking into account only



a finite set of constraints, chosen at random among the possible continuum of
constraint instances of the uncertainty. The attractive feature of this method
is to provide explicit bounds on the measure of the original constraints that are
possibly violated by the randomized solution. The properties of the solutions pro-
vided by this approach, called scenario approach, have been studied in [12, [16], 40],
where it has been shown that most of the constraints of the original problem are
satisfied provided that the number of samples is sufficiently large. The constraint
sampling method has been extensively studied within the chance constraint ap-
proach through different directions by [36] and [78]. More concretely, Nemirovski
and Shapiro [77] solved joint linear chance constrained problems through sce-
nario approximation and studied the conditions under which the solution of the
approximation problem is feasible for the original problem with high probability.
By using the sample approximation method, Luedtke and Ahmed [67] derived
the minimal sample size and the probability requirement such that a solution
of the approximate problem is feasible for the original joint chance constrained
problem. Based on Monte Carlo sampling techniques, Hong, Yang and Zhang
[53] proposed a difference of convex (DC) functions approximation for the joint
nonlinear chance constrained problem, and solved it by a sequence of convex
approximations.

Besides the scenario approximation approach, Ben-Tal and Nemirovski [0]
proposed a conservative convex approximation, which includes the quadratic ap-
proximation for individual linear chance constraints. Nemirovski and Shapiro [76]
provided the CVaR approximation and Bernstein approximation for individual
chance constraints.

An alternative to the above approximated approaches consists in providing
bounds based on using deterministic analytical approximations of chance con-
straints. For the case of individual chance constraint, the bounds are mainly
based on extensions of Chebyshev inequality together with the first two moments
[8, 52, [85]. For joint chance constraints, deterministic equivalent approximations
have been widely studied in [23], 24}, 25, [65] ©9].

In the literature, several bounding techniques have been proposed for two-
stage and multistage stochastic programs with expectation (see for instance [8]
84]). This class of problems brings computational complexity which increases
exponentially with the size of the scenario tree, representing a discretization of
the underlying random process. Even if a large discrete tree model is constructed,
the problem might be untractable due to the curse of dimensionality. In this
situation, easy-to-compute bounds have been proposed in the literature (see for
instance [2, 37, [70} [7T], [72]) by solving small size problems.

1.3 Distributionally Robust Chance Constrained
Problems
In many practical situations, one can only obtain the partial information about

the probability distribution of &. If we replace the real distribution by an esti-
mated one, the obtained optimal solution may be infeasible in practice with high
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probability [L08]. For this reason, the distributionally robust chance constrained
problems are proposed in [15], 36} [108].

min g (x)
s.t. blreljfj Pr{ci(x,&) <0,--- ,cq(z,&) <0} > ¢, (1.3)
xeX,

where D is an uncertainty set of the joint probability distribution F.

Early uncertainty sets of distribution are based on exact moments information
of the random parameter. With this kind of uncertainty sets, El Ghaoui et al. [35],
Popescu [86] and Chen et al. [I8] studied the distributionally robust counterparts
of many risk measures and expected value functions. Calafiore and El Ghaoui
[15] reformulated a distributionally robust individual linear chance constrained
problem as a SOCP problem with known mean and covariance. Zymler et al.|[108§]
approximated the distributionally robust joint chance constrained problem as a
tractable semidefinite programming (SDP) problem, and the authors prove that
the proposed SDP is a reformulation when the chance constraint is individual.
Li et al. [63] studied a single chance constraint with known first and second
moments and unimodality of the distributions.

Considering the uncertainties in terms of the distribution and of the first two
order moments, Delage and Ye [27] introduced the uncertainty set characterized
by an elliptical constraint and a linear matrix inequality. Based on that, they
transformed expected utility problems into optimization problems with linear ma-
trix inequality constraints. Cheng et al.[21] established a distributionlly robust
chance constrained knapsack problem where the first order moment is fixed and
the second order moment in the uncertainty set is contained in an elliptical set.
Yang and Xu [I03] showed that the distributionally robust chance constrained
optimization is tractable if the uncertainty set is characterized by its mean and
variance in a given set, and the constraint function is concave with respect to the
decision variables and quasi-convex with respect to the uncertain parameters. In
addition, Zhang et al. [I04] developed a SOCP reformulation for a distributional
family subject to an elliptical constraint and a linear matrix inequality. More-
over, Xie and Ahmed [102] showed that a distributionally robust joint chance
constrained optimization problem is convex when the uncertainty set is specified
by convex moment constraints.

Except for the above two kinds of uncertainty sets, Hanasusanto et al. [48]
studied distributionally robust chance constraints where the distribution of un-
certain parameters belongs to an uncertainty set characterized by the mean, the
support and the dispersion information instead of the second order moment.

It is well known that the distributions of financial security returns are often
skewed with high leptokurtic ([29]). This suggests to consider higher moments
(especially skewness and kurtosis) in some realistic models. A tractable way to
take higher order moments into consideration is to adopt the mixture distribution
framework. Simply speaking, a mixture distribution is a convex combination of
some component distributions. In this aspect, Hanasusanto et al.[46] considered a
risk-averse newsvendor model where the demand distribution is supposed to be a



mixture distribution with known weights and unknown component distributions.
Zhu and Fukushima [I07] considered a robust portfolio selection problem with
the finite normal mixture distribution, where the unknown mixture weights are
restricted in linear or elliptical uncertainty sets.

However, for quite a few complex decision making problems under uncertainty;,
the precise knowledge about the necessary partial information is rarely available
in reality. Hence, a strategy based on erroneous inputs might be infeasible or
exhibit poor performance when implemented. To deal with such complex decision
problems, a new framework called ’data-driven’ robust optimization is proposed.
This new scheme directly uses the observations of random variables as the inputs
to the mathematical programming model and is now receiving particular attention
in operations research community.

Basically, there are two kinds of data-driven approaches for distributionally
robust optimizations. The first one estimates the parameters in an uncertainty set
through statistical methods. For example, from the parametric estimation per-
spective, Delage and Ye [27] showed that the uncertainty set characterizing the
uncertainties of first and second order moments can be estimated through statisti-
cal confidence regions, which can be calculated directly from the data. Bertsimas
et al. [7] proposed a systematic scheme for estimating uncertainty sets from data
by using statistical hypothesis tests. And they proved that robust optimization
problems over each of their uncertainty sets are generally tractable. However, as
far as we know, the tractable data-driven uncertainty sets can only characterize
the first and the second moments. From the non-parametric perspective, Zhu
et al.[I06] showed that the data-driven uncertainty sets of mixture distribution
weights can be estimated through Bayesian learning. Recently, Gupta [43] pro-
posed a near-optimal Bayesian uncertainty set, which is smaller than uncertainty
sets based on statistical confidence regions.

The second kind of data-driven approaches directly characterizes the uncer-
tainty of a distribution through a probabilistic distance, and thus forms a new
type of data-driven uncertainty sets. One of the most frequently used data-driven
uncertainty sets is characterized by the distance function based on probability
density, such as ¢-divergence and Wasserstein distance. By utilizing sophisti-
cated probabilistic measures, Ben-Tal et al.[4] proposed a class of data-driven
uncertainty sets based on ¢-divergences. Hu and Hong [55] studied distribu-
tionally robust individual chance constrained optimization problems where the
uncertainty set of the probability distribution is defined by the Kullback-Leibler
divergence, which is a special case of ¢-divergences, the authors showed that the
distributionally robust chance-constrained problem can be reformulated as the
chance constrained problem with an adjusted confidence level. Jiang and Guan
[57] considered a family of density-based uncertainty sets based on ¢-divergence
and proved that a distributionally robust joint linear chance constraint is equiv-
alent to a chance constraint with a perturbed risk level. Recently, Esfahani and
Kuhn [38] and Zhao and Guan [105] showed that under certain conditions, the
distributionally robust expected utility optimization problem with Wasserstein
distance is tractable. On the other hand, Hanasusanto et al. [47] showed that
the distributionally robust joint linear chance constrained program with the un-
certainty set characterized by Wasserstein distance is strongly NP-hard.
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1.4 Contribution and Outline of the Disserta-
tion

Motivated by the literature review, we conduct a systematic research in this
dissertation on chance constrained problem and its applications. The main work
of this dissertation is stated as following:

(1) First of all, as the basic knowledge of chance constrained problems, we
review some standard work about chance constraints in Chapter 2. We firstly
state some mathematical theories about convexity of large classes of chance con-
strained problems. Then, we review some standard research results about convex
reformulations and solvable approximations for chance constraints. These results
are fundamental for solving chance constrained problems. At last, we introduce
moments based uncertainty set and distance based uncertainty set, which are
important and popular uncertainty sets in research about distributionally robust
chance constrained problems.

(2) Chance constrained geometric programs play an important role in many
practical problems. Therefore, as a first step, we first review the recent results
about geometric programs with joint chance constraints, where the stochastic
parameters are normally distributed and independent of each other. To extend
this work, we discuss joint rectangular geometric chance constrained programs
under elliptical distribution with independent components. With standard vari-
able transformation, a convex reformulation of rectangular geometric chance con-
strained programs can be derived. As for the quantile function of elliptical dis-
tribution in the reformulation, we propose convex approximations with piecewise
linear approximation method, which are asymptotically tight approximations.
This result is discussed in Chapter 3.

(3) As equivalent reformulations of chance constrained problems are hard to
obtained in most cases, finding bounds of chance constraints is a tractable and fea-
sible approach for solving chance constrained problems. From this viewpoint, we
develop bounds for individual and joint chance constrained problems with inde-
pendent matrix vector rows. The deterministic bounds of chance constraints are
based on the one-side Chebyshev inequality, Chernoff inequality, Bernstein and
Hoeftding inequalities, respectively. Under various sufficient conditions related to
the confidence parameter value, we show that the aforementioned approximations
are convex and tractable. To obtain the approximations by applying probability
inequalities, Chebyshev inequality requires the knowledge of the first and second
moments of the random variables while Bernstein and Hoeffding ones require their
mean and their support. On the contrary, Chernoff inequality requires only the
moment generating function of the random variables. In order to reduce further
the computational complexity of the problem, we propose approximations based
on piecewise linear and tangent. This work is illustrated precisely in Chapter 4.

(4) For data-driven robust optimization problems, to catch the fat-tailness,
skewness and high leptokurticness properties of the random variables, we con-
struct a data-driven mixture distribution based uncertainty set, which can char-
acterize higher order moments information from data. Such a data-driven un-
certainty set can more efficiently match non-Guassian characters of real random

7



variables. Then, with the data-driven mixture distribution based uncertainty set,
we study a distributionally robust individual linear chance constrained problem.
Under certain conditions of parameters, the distributionally robust chance con-
strained problem can be reformulated as a convex programming problem. As the
convex equivalent reformulation contains a quantile function, we further propose
two approximations leading to tight upper and lower bounds. Moreover, under
much weaker conditions, the distributionally robust chance constrained problem
can be reformulated as a DC programming problem. In this case, we propose
a sequence convex approximation method to find a tight upper bound, and use
relaxed convex approximation method to find a lower bound. This work is shown
in Chapter 5.

(5) As an application of chance constrained problems, we consider an n-player
non-cooperative game with stochastic strategy sets, which is constructed by a set
of stochastic linear constraints. For each player, the stochastic linear constraint
is formulated as a joint chance constraint. In addition, we further assume that
each random vector of the matrix defining stochastic linear constraints is pairwise
independent. Under certain conditions, we propose new convex reformulations
for the joint chance constraints, following normally, elliptically distributed and
distributionally robust framework, respectively. We show that there exists a Nash
equilibrium of such a chance constrained game if the payoff function of each player
satisfies certain assumptions. This part of work is stated in Chapter 6.

In Chapter 7, we conclude the main work of this dissertation and develop a
discussion on open issues and questions and future work.



Chapter 2

Chance Constraints

In this chapter, we summarize some standard work about chance constraints.
We first introduce some mathematical theories which can be used to prove the
convexity of large classes of chance constrained problems. Then, we state some
convex reformulations and approximations for chance constraints which lead to
chance constrained problems tractable. Finally, we discuss distributionally robust
chance constrained problems with moments based uncertainty set and distance
based uncertainty set.

2.1 «a-concave measures and convexity of chance
constraints

Logconcave measure was introduced by Prékopa [88] in the stochastic program-
ming framework but they became widely used also in statistics, convex geometry,
mathematical analysis, economics, etc.

Definition 2.1. A function f(z) > 0,z € R", is said to be logarithmically concave
(logconcave), if for any z1, 25 and 0 < A < 1 we have the inequality

FOzr+ (1= Nz) = [f )] [f(z2)]) " (2.1)

If f(2) > 0 for z € R™, then this means that log f(z) is a convex function in R™.

Definition 2.2. A probability measure defined on the Borel sets of R is said to
be logarithmically concave (logconcave) if for any convexr subsets of R": A, B and
0 < XA <1 we have the inequality

PO+ (1= X)B) = P [P(B)]" (2:2)

where \A+ (1 —AN)B={z=X X+ (1—-Ny|lr € A,y € B}.

Theorem 2.1. If the probability measure P is absolutely continuous with respect
to Lebesgue measure and is generated by a logconcave probability density function
then the measure P is logconcave.

In [88], Prékopa also proved the following simple consequences of Theorem
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Theorem 2.2. If P is a logconcave probability distribution and A € R™ is a
convezx set, then P(A+ x), x € R", is a logconcave function.

Theorem 2.3. If £ € R" is a random variable, whose probability distribution
is logconcave, then the probability distribution function F(x) = P(§ < z) is a
logconcave function in R™.

Theorem 2.4. If n = 1 in Theorem then also 1 — F(z) = P({ > x) is a
logconcave function in RY.

With these fundamental theorems, some convexity results of chance con-
straints can be derived. Consider the following minimization problems:

min  f(z)

st. P{gi(z) > B, -, gm(®) > B} > ¢, (2.3)
where 1, -+, 5, are random variables, € € (0,1) is a prescribed probability and
g1(x), -+, gm(x) are convex functions in the whole space R".

With Theorem Theorem , Prékopa proved that the function h(z) =
P{g1(x) > b1, , gm(x) > B} is logarithmic concave in the whole space R". By
taking the logarithm of both sides of the constraint , we can obtain a convex
problem.

As generalizations of logconcave measures, Borell [9] and Brascamp and Lieb
[T1] introduced the a-concave measure.

Definition 2.3. A nonnegative function f(x) defined on a convex set @ C R™ is
said to be a-concave, where o € [—o0, +00], if for all z,y € Q and all X € [0, 1]
the following inequality holds true:

fQz+ (1= Ay) = malf(2), f(y), N,
where mg, - Ry X Ry % [0,1] — R is defined as follows:
me(a,b,\) =0 if ab =0,

and ifa>0,b>0,0< <1, then

arbt = if e =0,
) max{a,b} if a = 00,
ma(a, b, A) = min{a, b} if o = —o0,

(Aa® + (1 — \)b)Y>  otherwise.

In the case of a = 0, the function f is called logarithmically concave or log-
concave because In f(+) is a concave function. In the case of a = 1, the function
f is simply concave. In the case of @« = —o0, the function f is quasi-concave.

By the definition of the a-concave function, we have the following theorems.

Theorem 2.5. Let f be a concave function defined on a conver set C' C R® and
g : R = R be a nonnegative nondecreasing a-concave function, o € [—00, 00].
Then the function g o [ is a-concave.
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Theorem 2.6. If the functions f; : R® — R ,i =1,--- ,m, are a;-concave and
«; are such that > ", a; ' > 0, then the function g : R™ — R, defined as

g(z) =TI, filz:) is y-concave with v = (31, a;l)‘l_

We point out that for two Borel measurable sets A, B in R®, the Minkowski
sum A+ B={x+y:x € Ay € B} is Lebesgue measurable in R®.

Definition 2.4. A probability measure P defined on the Lebesque measurable
subsets of a convex set 2 C R® is said to be a-concave if for any Borel measurable
sets A, B C Q and for all X € [0,1], we have the inequality

PAA+ (1= MN)B) > mq(P(A),P(B),\),

where \A+ (1 —AN)B={ x+(1—-Ny:2 € A,y € B}.

Then, as shown [96], we have the following theorems about convexity of chance
constraints.

Theorem 2.7. Let the functions g; : R™ — R*,i = 1,--- ,m, be quasi-concave.
If Z € R® is a random vector that has an a-concave probability distribution, then
the function

G(z) =P{gi(x,Z2) >0, i=1,--- ,m}

1s a-concave on the set
D ={x € R": 3z € R® such that g;(x,2) >0, i1 =1,--- ,m}.

As a consequence, we obtain convexity statements for sets described by prob-
abilistic constraints.

Theorem 2.8. Assume that the functions g;(-,-), i = 1,-+- ,m, are quasi-concave
jointly in both arguments and that Z € R® is a random vector that has an «-
concave probability distribution. Then the following set is convex and closed:

Xo={xeR":P{gi(z,2) >0, i=1,--- ,m} > ¢€}.

We consider the case of a separable mapping g when the random quantities
appear only on the right-hand side of the inequalities.

Theorem 2.9. Let the mapping g : R* — R™ be such that each component
g; 18 a concave function. Furthermore, assume that the random vector Z has
independent components and the one-dimensional marginal distribution functions
Fy.i=1,---,m, are a;-concave. Furthermore, let Zle 04;1 > 0. Then the set

Xo={x eR":P{g(x) > Z} > ¢}

1S convex.

For elliptical distributions, Henrion [49] gave a convexity result of the feasible
solution set defined by individual linear chance constraints.

A multivariate distribution is said to be elliptical if its characteristic function
¢(t) is of the form ¢(t) = et iy (tTEt) for a specified p, positive-definite matrix
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Y, and the characteristic generator function . For an s-dimensional random
vector &, we denote £ ~ Ellip (u, 3; ¢) if € has an elliptical distribution.
When the density functions exist, they have the following structure:

C

£ @) = g (V= p5 1 =), (2.4)

where function g : R, — R, is the so-called radial density, x is an n-dimensional
random vector with median vector p (which is also the mean vector if exists),
Y is a positive definite matrix which is proportional to the covariance matrix if
exists, and ¢ > 0 is a normalization factor ensuring that f integrates to one.

Law Characteristic generator Radial density
normal  exp {— %t} exp {—%tQ}

t * (14 2¢2) ()72
Cauchy exp {—v/t} (14 2)~(n+1)/2
Laplace (1 + %t)_l exp {—v2[t|}
logistic % ﬁ

Table 2.1: Table of selected elliptical distributions.

Remark 2.1. Table provides a short selection of prominent multivariate el-
liptical distributions, together with their characteristic generators and radial den-
sities. Note that Cauchy distribution is a special case of the t distribution with
v=1.

Consider the following linear chance constraint sets
My =A{z e R"P({¢(z),£) < p) > €}

Here, £ is an s-dimensional random vector defined on a probability space (2, F, P)
and ¢ : R” — R?® is a mapping from the space of decision vectors to the space of
realizations of the random vector. p € R, € € (0,1).

In the following, the norm induced by a positive definite matrix C' is ||z||¢ =
\/{x,Cz). Moreover, for a one-dimensional distribution function F', we define
its e-quantile as F~!(e) = inf{t|F(t) > ¢}. Among many properties of elliptical
distributions, we notice that the class of elliptical distributions is closed under

affine transformation. Then, we have the following lemma (Proposition 2.1 in
[49]).

Lemma 2.1 ([49]). Let q be an arbitrary mapping and let & have an elliptically
symmetric distribution with parameters X3, u, where 3 is positive definite. Denote
by 1 its characteristic generator. Then,

M? = {z € R"|(p, q(2)) + ¥V () la(@)]s < p}

where U 1s one-dimensional distribution function induced by the characteristic

function ¢(t) = (t?).
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Theorem 2.10 ([49]). In addition to the setting of Lemma let one of the
following assumptions hold true.

e ¢ is affine linear

e ¢ has nonnegative, convexr components, j; fori=1,--- s and all elements
of ¥ are nonnegative.

Then, M is convex for all p € R and all € > 0.5. If moreover, the random vector
¢ in Lemma has a strictly positive density, then MP is convex for all p € R
and all € > 0.5.

As generalization, Henrion and Strugarek [50] further proved the convexity of
joint chance constraints, where random vectors appear separated from decision
vectors. More precisely,

M(e) = {x € R"|P(¢ < q(2)) = €}, (2.5)

where g : R — R™ is some vector-valued mapping. With F': R™ — R denoting
the distribution function of &, the same set can be rewritten as

M(e) = {x € R*"|F(q(x)) > €}.

We focus on conditions on F' and ¢ such that M (e) becomes a convex set for all
€ > €*, where €* < 1.

Definition 2.5. We call a function f : R — R r-decreasing for some r € R, if
it is continuous on (0,00) and if there exists some t* > 0 such that the function
t" f(t) is strictly decreasing for all t > t*.

Lemma 2.2. Let F': R — [0, 1] be a distribution function with (r + 1)-decreasing
density f for some r > 0. Then, the function z — F(z7Y") is concave on

(0, (t*)™"), where t* refers to Definition [2.5. Moreover, F(t) <1 for all t € R.

Theorem 2.11 ([50]). For (2.5), we make the following assumptions for i =
1o, m:

1. There exists r; > 0 such that the components g; are (—r;)-concave.

2. The components & of & are independently distributed with (r;+1)-decreasing
densities f;.

Then, M (€) is convex for all € > €* := max{F;(t})|1 <i < m}, where F; denotes
the distribution function of & and the t; refers to Definition[2.9 in the context of
fi being (r; + 1)-decreasing.
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2.2 Reformulations and approximations for chance
constraints

2.2.1 Individual chance constraints

As shown in [49], for elliptically distributed random vector & ~ Ellip (i, ¥; ¢),
consider the following chance constraint:

S(a) == {z ¢ R*"|P(T2 < h) > ¢} (2.6)
From Lemma [2.1] we have
S(a) = {x e R p z + ¥ (VaTSz < h} ,
where W is the one-dimensional distribution function induced by the characteristic
function ¢(t) = ¢ (t?).

For some elliptical distributions, the inverse function ¥(~Y(¢) can be written in
a closed form. Thus, the set S(«) can be reformulated as the following examples.

Example 2.1. (Cauchy distribution) Suppose that & follows a Cauchy dis-
tribution with parameters w,>. The inverse function of cumulative distribution
function of Cauchy distribution is as follows:

1
U o) = tan [w (a — 5)} , ae (0,1).
The set S(«), defined in (2.6)), can be rewritten as

sty {r e x|ure e (o 2)] Ve <0}

. While

N —

1 1
Since tan |:7T (oc — 5)} >0 when o > 5 the set S(a) is convex if a >
the set S(a) is concave if o < 7

Example 2.2. (Laplace distribution) Suppose that & follows a Laplace dis-
tribution with parameters p,>. The inverse function of cumulative distribution
function of Laplace distribution is as follows:

1y In(20), ae(0,1],
¥ o) = { “2(1— o)), ae (b1

The set S(«), defined in (2.6)), can be rewritten as

—_

reX ,uTx—i-ln(Zoz)\/xTEa:gh}, a € [0, 5],

Sla) = reX ,uTx—ln[Q(l—Oé)]VxTExSh}’ o€z 1)

N[

It is easy to see that when a € [5,1], the set S(a) is convex since —In[2(1 —a)] >
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0. Otherwise, the set S(«) is concave.

Example 2.3. (Logistic distribution) Suppose that & follows a Logistic dis-
tribution with parameters p,>. The inverse function of cumulative distribution
function of Logistic distribution is as follows:

U () =In (ﬁ) , ac(0,1).

The set S(«a), defined in (2.6)), can be rewritten as

S(@):{xeX’uTx—i—ln(la )\/mgh}.

—

Since In

> 0 when o > 3, the set S(a) is convex if o« > 5. While the
-«

set S(a) is concave if a < 1.

Besides elliptical distributions, Calafiore and El Ghaoui [15] reformulated in-
dividual chance constraints under ()-radial distribution.

Definition 2.6. A random vector d € R™ has a Q-radial distribution with defining
function g(-) if d— E{d} = Qw where Q € R™*", v < n, is a fized, full-rank matriz
and w € R is a random vector with probability density f., that depends only on
the norm of w; i.e., f,(w) = g(||w|). The function g(-) that defines the radial
shape of the distribution is named the defining function of d.

The family of @-radial distributions includes all probability densities whose
level sets are ellipsoids with shape matrix () > 0 and may have any radial behav-
ior. Another notable example is the uniform density over an ellipsoidal set.

Theorem 2.12 ([I5]). For any a € [0.5,1), the chance constraint
P{’z <0} >

where & has a Q-radial distribution with defining function g(-) and covariance T,
1s equivalent to the convex second-order cone constraint

KarVaTlz + 2 <0, (2.7)

where ke, = 00 a), with v = (V, [;° r”*lg(r)dr)_lﬂ, V., denotes the volume

of the Fuclidean ball of unit radius in R, U the cumulative probability function

of density f(§) = S,_1 fooog(\/p2 +&2)p*~2dp, S, denotes the surface measure of
the Euclidean ball of unit radius in R™.

In the case where £ follows a normal distribution with mean [ and covariance
I, which is Q-radial withv =1, Q =T, ' = FfFij, the function g(r) is

V)

1 r

2

g(?") = (27‘(’)1/2 e 2.
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Therefore, for € € (0, 0.5], the parameter &, is given by ., = ¥' (1 — €), where
U is the standard normal cumulative distribution function. Hence, (2.7) can be
rewritten as

Vo (@)VaTlTz + ' < 0,

which is convex.

2.2.2 Normally distributed joint linear chance constraints

For joint chance constrained problems, Cheng and Lisser [24] considered the fol-
lowing normally distributed linear program with joint chance constraint:

min 'z
€T
st. P{Tx < D} > ¢, (2.8)
xe X,

where X C R? is polyhedron, c € R", D = (Dy,--- ,Dg) € RX €1is a prespecified
confidence parameter, T' = [T}, - - - , Tk]" is a K xn random matrix, where Ty, k =
1,---, K, is a normally distributed random vector in R" with mean vector u; =
(1, -+ 5 pen)T and covariance matrix Y. Moreover, the multivariate normally

distributed vectors Ty, k = 1,--- , K, are independent.
Then, a deterministic reformulation of (2.8) can be derived as follows:

min 'z

st pfw+ P (e[Sl < Dok =1, K (2.9)
Zszl Ye=Lyx 20
ze X

Because of the nonelementary function F~!(e¥%), two piecewise linear approx-
imations are applied to F~!(e¥).
Piecewise tangent approximation of F~!(¢?)

The authors of [24] use the linear tangents asz + bs, s = 1,--- , .S, between
21,29, , 25 € (0,1] to form a piecewise linear function

I(z) = max {asz+bs},
where
as = (F7 1 (e*)e* Ine, by = F () — a,zs.

Then, (2.9) can be approximated by the following second order cone program-
ming;:

min 'z

€T

st. Tz + |55 <Dupk=1,-- K
2k2asxi+bsyki78:071a"'>Sai:17"'7n <210>
Zf:lyki:-riayki ZOaZ: 17 y 1
xecX,

where ap = 0,by = 0. Additionally, the optimal value of problem (2.10)) is a lower
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bound of problem ([2.9)).

Piecewise segment approximation of F~!(¢*)

To get the piecewise segment approximation of [ ~1(¢%), the linear segments
asz+bs, s=1,---,5, between z1, 29, - -+ , zg € (0, 1] are used to form a piecewise
linear function

l_ = Qs l_)s
(2) max {G,z+b,},

S

where o1 .
- Zs+1) — F'— Zs _
as = () (€ >, by = F7He*) — @,z
Zs+1 — Zg

Then, (2.9) can be approximated by the following second order cone program-
ming;:

min 'z

st pfe+ |55 < Dpk=1,--- K
gkza/sxi‘i_bsyki’g;:o’l’---7572':1’.--’” (2]_1)
Z?:1yki:l'i,yki >0,i=1,---.,n
relX,

where @y = 0, by = 0. In addition, the optimal value of problem (2.11]) is an upper
bound of problem (2.9).

2.2.3 Integer programming approaches for joint linear chance
constraints

When a random vector in chance constraints has a finite distribution, Luedtke
et. al. [68] considered a joint chance constrained linear programming problem
with random right-hand side given by

min 'z
st. P{Tx>¢>1—¢, (2.12)
xe X,

where X C Ri is polyhedron, T is an m X d matrix, £ is a random vector in
R™ ¢ € (0,1) and ¢ € R%. Assume that £ has finite support, that is, there exists
vectors, § € R™,i = 1,---  n such that P{¢ = ¢} = m; for each ¢ where m; > 0
and >"  m = 1. Without loss of generality, they assume that & > 0. In the
following, we assume 7; < € for each .

To formulate as a mixed-integer program, we introduce for each ¢ a
binary variable z;, where z; = 0 guarantees that T'r > &;. Observe that because
€ < 1 we must have T'x > &; for at least one 7. Since & > 0 for all 4, this implies
Tx > 0 in every feasible solution of . Then, let v = Tz , we obtain the
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MIP formulation of (2.12)):

min 'z
x
st. xe X, Tr—v=0
v &z > &i=1, 0 (2.13)
Z?:l Tz <€
z € {0,1}"

The assumption of finite distribution may seem restrictive. However, if the
possible values for £ are generated through Monte Carlo sampling from a general
distribution, the resulting problem can be viewed as an approximation of a prob-
lem with general distribution. There is theoretical and empirical evidence which
demonstrates that such a sample approximation can indeed be used to approx-
imately solve problems with continuous distribution. A standard result will be
introduced in subsection 2.2.5

2.2.4 Convex approximations for chance constraints

An alternative to the above approaches consists in providing tractable convex
approximations for chance constraints. Nemirovski and Shapiro [76] studied the
following optimization problem:

min f(z) subject to P{F(z,{) <0} >1—e. (2.14)

zeX

Here ¢ is a random vector with probability distribution P supported on a set
Z C R?, X C R"is a nonempty convex set, € € (0,1), f: R* — R is a real valued
convex function, F' = (f1, -+, fm) : R” X 2 — R™, and P(A) denotes probability
of an event A.

The chance constraint of problem (2.14]) is equivalent to the constraint

p(z) = P{F(x,§) >0} <e.

Let 14 denotes the indicator function of a set A, i.e., 14(z) = 1if 2 € A and
La(2) =01if z ¢ A.
Let ¥ : R — R be a nonnegative valued, nondecreasing, convex function
satisfying the following property:
¥(z) > ¥(0) =1 for any z > 0.

We refer to function f(z) which satisfies the above properties as a (one-dimensional)
generating function. It follows from the property that for ¢ > 0 and random vari-
able Z,

E[0(t2)] 2 E[Lp+o0)(t2)] = P{tZ = 0} = P{Z > 0}.

By taking Z = F(z,£) and changing ¢ to t~!, we have

p(x) < E[(t F(a,6))] (2.15)
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for all z and ¢t > 0. Let

U(z,t) = tE[(t7 F(x,€))].
Then, we have

glg[\lf(% t) —te] <0 implies p(z) <e€

Therefore, we obtain, under the assumption that X, f(-) and F(-, ) are convex,
that

min f(z) subject to %I;g[\lf(.%,t) —te] <0 (2.16)

zeX

gives a convex conservative approximation of the chance constrained problem
(2.14)).

Since ¥(0) = 1 and () is convex and nonnegative, we conclude that 1 (z) >
max{1 + az,0} for all z, so that the upper bounds can be only improved
when replacing (z) with the function ¢ (z) := max{1 + az,0}, which is also a
generating function. But the bounds produced by the latter function are, up to
scaling z < z/a, the same as those produced by the function

v (z) =1+ 2]y, (2.17)

where [a]; := max{a,0}. That is, from the point of view of the most accurate
approximation, the best choice of the generating function ¢ is the piecewise linear

function ¢* defined in (2.17)). For the generating function ¢* defined in (2.17)),
the approximate constraint in problem ({2.16|) takes the form

inf [E [[F(x,&) + 1], ] —te] <0. (2.18)

>0
Replacing in the left-hand side %ng with irtlf , we clearly do not affect the validity
>
of the relation; thus, we can equivalently rewrite (2.18)) as

inf [E [~te + [F(z,&) +1],]] <0.

teR

In that form, the constraint is related to the definition of conditional value at
risk (CVaR) Then, the constraint

CVaRy_[F(z,£)] <0.

defines a convex conservative approximation of the chance constraint in problem
(2.14]).

2.2.5 Sample average approximations for chance constraints

Besides the above approaches for chance constraints, the sample average approx-
imation (SAA) method is also a computationally tractable approximation for
chance constrained problems.
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In [96], the authors considered a chance constrained problem of the form

min f(z) st p(x) <g (2.19)
zeX
where X C R™ is a closed set, f : R” — R is a continuous function, € € (0,1)
is a given tolerance level, and p(x) = P{C(z,£) > 0}. We assume that ¢ is a
random vector, whose probability distribution P is supported on set = € R?, and
the function C': R* — R is a Carathéodory function.
For the sake of simplicity, we assume that the objective function f(z) is given
explicitly and only the chance constraints should be approximated. We can write
the probability p(z) with the expectation form,

p(z) = E[L(0,00)(C(2,€))],

and estimate this probability by the corresponding SAA function
| N
=5 Z C(z,€)).
=1

Consequently we can write the corresponding SAA problem as

gél)f(l f(x) st py(x) <e (2.20)

Denote ¢* and S the optimal value and the optimal solution set of problem
([2.19), respectively, and ¥~ and S the optimal value and the optimal solution set
of problem ([2.20), respectively Then, we have the following consistency properties
of the optlmal value Uy and the set Sy of optimal solutions of the SAA problem
(2-20).

Theorem 2.13 ([96]). Suppose that X is a compact set, the function f(x) is
continuous, C(x,§) is a Carathéodory function, the samples are iid, and the fol-
lowing condition holds: (a) there exists an optimal solution T to the true problem
such that for any § > 0, there exists an x € X with ||z — Z|| < § and p(x) < e.

Then 1§N — 9% and D <SN,S) — 0 w.p.1 as N — oo.

2.3 Distributionally robust chance constraints

Since in many practical situations, one can only obtain the partial information
about probability distributions. Replacing the real distribution by an estimated
one, we may obtain an infeasible solution in practice with high probability. There-
fore, the distributionally robust chance constrained approaches are proposed.

2.3.1 Distributionally robust individual chance constraints
with known mean and covariance

With given mean and covariance, Calafiore and El Ghaoui [I5] studied a distri-
butionally robust individual chance constrained problem where the family P of
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probability distributions on the random vector is composed of all distributions
with given mean p and covariance Y. The distribution family is denoted by
P = (w,%). Then, the authors of [I5] proved the following theorem.

Theorem 2.14 ([15]). For any ¢ € (0,0.5], the distributionally robust chance
constraint
'(nf )P{ng <0} >1—c¢ (2.21)

E~(p,2

1s equivalent to the convex second-order cone constraint

keVaTSo +pu's <0, ke =+/(1—¢)/e (2.22)

2.3.2 Distributionally robust joint chance constraints with
known mean and covariance

As a generalization of distributionally robust individual chance constrained prob-
lem, Zymler et al. [I08] studied a distributionally robust problem with joint
chance constraint.

Let u € R* be the mean vector and X € S¥ be the covariance matrix of a ran-
dom vector £. Here, S* denotes the space of symmetric matrices of dimension k.
Furthermore, let P denote the set of all probability distributions on R¥ that have
the same first- and second-order moments g and . For notational simplicity, we
let

A { S+ pu’ op }
= - .
) 1
be the second-order moment matrix of &.
Then, the following theorem is obtained.

Theorem 2.15 ([108]). Let L : R* — R be a continuous loss function that is
either

(i) concave in &, or
(i) (possibly nonconcave) quadratic in &.
Then, the following equivalence holds:

supP — CVaR, (L(€)) <0< inf P(L(§) <0) > 1—ce. (2.23)
PeP Pep

Define the feasible set X7¢C of the distributionally robust joint chance con-
straint as

JCC R” - inf P (/° Te =1 >1— .
{we inf P (y)(@) +y; { <OVi=1,-- m) > 1—e
The joint chance constraint in X7¢“ can be reformulated as

Anf P <i:1f“?fm {a: (V) (@) +9i€)} < 0) >1—¢
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for any vector of strictly positive scaling parameters a € A = {a € R™ : a > 0}.
Thus, for any a € A, the requirement

x € 2/C(a) = {a: € R" : sup CVaR,, ( max {a; (y)(z) + yf&)}) < O}
PP =1, ,m
implies € X7¢¢.
Then, it can be shown that Z7°¢(a) provide a convex approximation for X7/¢¢
with an exact tractable representation in terms of linear matrix inequalities.

Theorem 2.16 ([108]). For any fized x € R™ and a € A, we have
3(8, M) € R x SF1,
B+ (A M) <0,M =0,

0 ta;y;(x) ,
=0,Vi=1,---,m
sy (®) ay)(x)—p |~

27%a)={ zeR":

2.3.3 Distributionally robust joint chance constraints with
uncertain mean and covariance

In practice, the models’ parameters, such as mean and covariance, themselves are
unknown and can only be estimated from data. For this case, distributionally ro-
bust optimization problem with uncertain mean and covariance was first proposed
and studied by Delage and Ye [27], and was also investigated for distributionally
robust chance constrained problem by Cheng et al. [21].

In [21], the authors’ interest lies in solving a distributionally robust knapsack
problem with chance constraint:

(DRSKP) max inf Epfu(z” Rx)]
FeD

x

st. inf Pp(wje <d; Vje{1,2,---,M}) > 1—¢ (2.24)

FeD

z; € {0,1} Vie {1,2,--- ,n}, (2.25)

where u(+) is some concave utility function that captures risk aversion with respect
to the total achieved reward. « is a vector of binary values indicating whether
each item is included in the knapsack. R € R™" is a random matrix whose
(4, 7)th term describes the linear contribution to reward of holding both items i
and j. w; € R" is a random vector of attributes whose total amount must satisty
some capacity constraint d;.

Distributionally robust one-dimensional knapsack problem

In this case, we have M = 1. To ensure that the approximation model obtained
can be solved efficiently, a few assumptions are made.

Definition 2.7. Let & be a random vector in R™ on which R and W depend
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linearly:
R=>" AR w= A"
i=1

Assumption 2.1. The utility function u(-) is piecewise linear, increasing and
concave. In other words, it can be represented in the form

_ ' b
u(y) ke{%}P,K}aky—i_ k>

where a € RE and a > 0.

Assumption 2.2. The distributional uncertainty set accounts for information
about the convex support §, mean p in the strict interior of §, and an upper
bound 3 > 0 on the covariance matriz of the random vector &:

Peg=1

Er[(€—m(E—m)'] 2%
Theorem 2.17 ([21]). Under Assumptions(2.1 and[2.9, M =1 and given that the
support of F is ellipsoidal, § = {&](§ — &)TO(& — &) < 1}, problem (DRSKP)

reduces to the following problem

max  t—p'qg— (S+pp")eQ
m7t7q7Q7v787t7q7Q78
Q g 6 -0

’Uj = A‘?. (.’.C:ET) VJ € {1727 te 7m}7

E4+2u"q+ (S +pup") e Q <esy,
Qal,_ 5| © ~ 9%
q—T i - 2 —fg@ Eg@&)—l ’

Q g-A"z | { C] —6¢ }
(@— A 2)" t4+2d—5 |~ | -6 651
Q=0,Qx=0,5>0,5>0,

r; € {0,1} Vi € {1,2,--- ,n}.

Alternatively, if the support of F' is polyhedral, i.e., § = {£{|C& < ¢} with C €
RP*™ and ¢ € RP, then problem (DRSK P) reduces to

max t—pulq— (E—i—M,uT) ()
w7t7q7Q7U7S7t7q_7Q
A1,A2, 0 AK 2

Q q+akv+CT)\k

2
qT-l—aki;T-f—)\fC bk—t—CT)\k = 0VEk e {1727 7K}7

s.t.
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Uj:Aﬁ.(.’I;wT) Vj€{1,2;"' 7m}7
t+2u7g+ (Z+ ) e Q <s,

Q q+ 5C " ki “ 0
g"+INELC Ak | T
Q q_ — AwTCL' + %CT/\K+2 “ 0
(Gg— A" 2)T + N C ot 2d—s—cT Ay |

QEO, Qioa 5207 )\k207Vk€{1727 7K+2}a
z; € {0,1} Vi € {1,2,--- ,n},
where A\, € RP for all k are the dual variables associated with the linear inequal-

ities CE < ¢ for each infinite set of constraints. Finally, if the support of F s
unbounded (i.e., § = R™), then problem (DRSK P) reduces to

T T
—uTq— (2
w,tﬂ%%ﬁ&z# t s ( o ).Q
Q q+aiv
s.t. { AT ] =0Vk={1,2- K},
e et

v = Ao (aa”) Vj € {12, m}.
Q= 0, 7 >0Vk={L2- K}

1/2
[ 0 X z]i_ (s AT

STx1/2 0 1.
z = AwTa:,

z; €{0,1} Vie {1,2,-- ,n}.

Distributionally robust multidimensional knapsack problem

In this case, we consider problem (DRSK P) with M > 1, where F now describes
the joint distribution of all types of “weights” of all items, {'(bj}j]\il ~ F, and D
now describes a set of such joint distributions.

Definition 2.8. Without loss of generality, for all j = 1,--- M, let & be a
random vector in R™ on which the w; depend linearly and let R depend linearly

on {&; Jle
~ M m - B
j=1 i=1

Assumption 2.3. The distributional uncertainty set accounts for information
about the mean pi;, and an upper bound 3; on the covariance matriz of the random
vector &;, for each j =1,--- , M:

EFj [fj] = My }
Er, [(& — )& — )] =55 |
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Furthermore, the random vectors ; and &; are independent when ¢ # j. Note
that the support of Fj is unbounded, i.e., § = R™.

Theorem 2.18 ([21]). Under Assumptions[2.9 and[2.3, the following problem is
a conservative approximation of problem (DRSKP):

max t—pulqg— (4 uu’) e
e prg—(S+pp’")eQ
“+arv
|: Q q 2k

T T
q_ tagv
a0l g

s.t. ]50%:{1,2,---,}(},

Voo = AR e (za) Vi€ {1,2,--- \ M}Vi € {1,2,--- ,m},
Q=0

T 40 pYi 1/2 a9, T

i A 4 [T AT e < d,
M

Zyj - ]-7 Y; 2 07

=1

xz; € {0,1} Vi € {1,2,--- ,n},

where p=1—¢, q,v € R™™ | and Q € R™>*™M " and with

E1 Om,m Om,m T Om,m

Zl Om,m Z:2 Om,m e Om,m

= .2 and Y = Om,m Om,m 23 e Om,m
Hat Om,m Om,m Om,m T EM

Furthermore, this approximation is exact when u(-) is linear, i.e. the attitude is
risk neutral.

2.3.4 Distributionally robust chance constrained problem
based on ¢-divergence

An alternative to moments based uncertainty set of probability distributions is
the distance based uncertainty set. Jiang and Guan [57] applied ¢-divergence to
construct the uncertainty set of probability distributions. Then, they considered
the following distributionally robust chance constrained problem:

min (z)
s.t. Pi€nl£¢ P{C(z,£)} > 1—¢, (2.26)
r e X,

where 1 : R® — R represents a convex function, X C R" represents a tractable
bounded convex set, & € RX is a random vector defined on a probability space
(Q,F,P), e € (0,1). Dy is the uncertainty set based on ¢-divergence, which is
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defined as follows:
Dy, ={P € My : Dy(f|[fo) < d, f =dP/d&}.

Here, M represents the set of all probability distributions and the divergence
tolerance d can be chosen by the decision makers to represent their risk-aversion
level or can be obtained from statistical inference. Dy(f]|fo) is the ¢-divergence

defned as putri = [ o (29 prcy
R A TV A

where f and fy denote the true density function and its estimate respectively,
and ¢ : R — R is a convex function on R such that

1. 6(1) =0,

2. 06(2/0) == { ol 60)fp 2> .

3. ¢(x) = +o0 for x < 0.

Definition 2.9. Let ¢ : R — R be a convex function such that ¢(1) = 0 and
(b(x) = +OO fOT T < 0 Deﬁn@ m(¢*) = Sup{m c R . (b* Z'S aﬁn'l.te Constant on
(—oo,m]} and m(¢*) := inf{m € R : ¢*(m) = +00}.

Theorem 2.19 ([57]). Let Py represent the probability distribution defined by fo.
Then the

P1€I1Df¢ P{C(z,{)} >1—c¢ (2.27)
15 equivalent to
Po{C(z,8)} >1—€,, (2.28)

where
€ =1-— inf
2>0,20+m2<lgy,
m(¢*)<zo+z<m(¢*)

(")

e+ = max{e, 0} fore € R, ¢* is the conjugate function of ¢, ly = lim,_,  ¢(x)/z,
and

—oo if Leb{[fo = 0]} = 0,
=< 0 if Leb{[fo = 0]} > 0 and Leb{[fo = 0]\ C(x,&)} =0,
1 otherwise,

Leb{-} represents the Lebesque measure and [fo = 0] :=={£ € Q: fo(§) = 0}.

By applying different ¢-divergences in Theorem the following proposition
can be obtained.

Proposition 2.1 ([57]). 1. Suppose that Dy is constructed by using the x di-
vergence of order 2 with ¢(x) = (x — 1)? and € < 1/2. Then

g VA& 4 4de(1 —€) — (1 — 2¢)d

2d + 2
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2. Suppose that Dy is constructed by using the variation distance with ¢(x) =
|z — 1|. Then

| Q.

3. Suppose that Dy is constructed by using the KL divergence with ¢(z) =
rlogx —x+ 1. Then

—d 176_1
¢ 1 inf {—}
z€(0,1) r—1

2.3.5 Distributionally robust chance constrained problem
based on Wasserstein distance

Besides ¢-divergence based uncertainty set, Wasserstein distance based uncer-
tainty set is another popular distance based uncertainty set. Wasserstein distance
is a natural way of comparing two distributions when one is obtained from the
other by perturbations.

The type-1 Wasserstein distance dy (P, P2) between two distributions P, and
P, on RX| equipped with a general norm || - ||, is defined as the minimal trans-
portation cost of redistributing mass from P; to Py in terms that the cost of
moving a Dirac point mass from &; to & is ||&; — &2||. Mathematically,

dw (P, Pz) = Pe(iF{lfPQ) EP[Hél - 52‘“7

1,

where él ~ Py, 52 ~ Py, and (Py,P3) represents the set of all distributions on
RE x RE with marginals P; and P,. The Wasserstein ambiguity set F'(6) is then
defined as a ball of radius € > 0 with respect to the Wasserstein distance, centered
at a prescribed reference distribution P:

F(0) = {P € P(R)|dw(P,P) < 6}.

If only a finite training dataset {éi}iem is available, a natural choice for P is the
empirical distribution P= % Zf\il (5&_, which represents the uniform distribution
on the training samples.
Assume that P is the empirical distribution as above, Chen et al. [19] study
distributionally robust chance constrained programs of the form
(DRCCW) gg\{l c'x

st. Pl€eS(x)]>1—€ YPeF(),

where the goal is to find a decision & from within a compact polyhedron X €
R% that minimizes a linear cost function ¢’x and ensures that the exogenous
random vector £ falls within a decision-dependent safety set S(z) C R with
high probability 1 — e under every distribution P € F(6).
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Theorem 2.20 ([19]). The chance constrained program (DRCCW) is equivalent
to

min ¢’z

s,t,x

st. eNt—els>0ON
dist(€;,S(x)) >t —s; Vi€ [N]
§>0, xe X,

where 0 and e respectively correspond to the zero vector and the vector of all
ones, [N] = {1,2,--- , N} represents the set of all integers up to N, dist(&;, S(x))
denotes the distance of &; to the set S(x), and S(x) denotes the closed complement
of S(x).

With Theorem the following corollaries can be obtained.

Corollary 2.1 ([19]). Given A € RE*E a € RE)b € RE b € R. Assume that
ATz £ b for all x € X. For the safety set S(z) = {€ € RE|(A€ + a)Tx <
b"¢ + b}, problem (DRCCW) is equivalent to the mized integer conic program

min ¢’z

q,s,t,x

st. eNt—els>0N|b— ATx|.
(b—ATw)Téi+b—aTa:+Mq,- >t—s; Vie][N]
M(l—q)>t—s; Vie][N]
qgc{0,1}V, s>0, x € X,

where || - ||« denotes the dual norm of a general norm || - || and M is a suitably
large (but finite) positive constant.

Corollary 2.2 ([19])). Given a,, € R, b,, € RE b, € R,m € [M]. For the
safety set S(x) = {€ € RE|alx < bl & +b,, Ym € [M]}, where b # 0 for all
m € [M], the chance constrained problem (DRCCW) is equivalent to the mized
nteger conic program,

min ¢’z
P.g;s,t,x

st. eNt—els>0N
pi+ Mg >t—s; Viée|[N]
M(1—-gqg)>t—s; Viel[N]
bl € + by —alx
1B [«
qc{0,1}¥, s>0 xzc X,

>p;, VYm e [M], Vie[N]

where M is a suitably large (but finite) positive constant.
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2.4 Conclusion

In this chapter, we introduce some standard results of chance constrained prob-
lems covering convexity, reformulation /approximation approaches for chance con-
straints and distributionally robust chance constraints. These results have impor-
tant influences on development of chance constrained problems. As this kind of
problems are widely applied in many practical areas, such as finance, energy prob-
lems, water resources, telecommunication, production and inventory, the theory
and application of chance constrained problems are still important issues which
attract a lot of attentions from different researchers.
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Chapter 3

Geometric Chance Constrained
Programs

In this chapter, we first review a work of Liu et al. [65] about geometric programs
with joint chance constraints, where the stochastic parameters are normally dis-
tributed and independent of each other. Then, we extend the work in [65] and
discuss joint rectangular geometric chance constrained programs with elliptical
distribution.

3.1 Stochastic geometric optimization with joint
chance constraints

In this section, we review the work of Liu et al. [65] about geometric programs
with joint chance constraints. When the stochastic parameters are normally
distributed and independent of each other, the problem is approximated by using
piecewise linear functions, and the approximation problem is transformed into a
convex geometric program. The authors proved that this approximation method
provides a lower bound and designed an algorithm under the sequential convex
optimization scheme to find an upper bound. Finally, numerical tests are carried
out with a stochastic shape optimization problem.

3.1.1 Introduction

Geometric programming is an important topic in operations research where the
objective function and the constraints of the corresponding optimization prob-
lems have a special form. Geometric optimization has been studied for several
decades, it was introduced by Duffin et al. in the late 1960s [30]. Applications
of geometric programming can be found in several surveys papers, namely Boyds
et al. [10], Ecker [33] and Peterson [83]. A numerous practical problems can be
formulated as geometric programs, e.g., electrical circuit design problems [10], in-
formation theory [26], queue proportional scheduling in fading broadcast channels
[95], mechanical engineering problems [I01], economic and managerial problems
[69], nonlinear network problems [60]. A geometric program can be formulated
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as
(GP)  mingo(t) st g(t) <1, k=1, K, t€ RY. (3.1)

with

M
gk(t):Zcth?”, k=0,---, K. (3.2)
i€l j=1
Usually, ¢ Hj\il t;" is called a monomial, ¢; needs to be non-negative and gx(t)
is called a posynomial. We denote by @ the number of monomials in (3.1)), and
{Ix, k=0,---, K} is the disjoint index sets of {1, -, Q}.

Geometric programs are not convex with respect to t whilst they are convex
with respect to {z : z; =log t;, j = 1,---,M}. Hence, interior point method
can be efficiently used to solve geometric programs.

In real world applications, some of the coefficients in (3.1)) may not be known
precisely. Hence, the stochastic geometric programming is proposed to model
geometric problem with random parameters. For instance, in [31, 2], individual
probabilistic constraints have been used to control the uncertainty level of the
constraints in (|3.1)):

M
P(Zcint?’”'gl)Zl—ek,k:zl,m,K, (3.3)

icl, j=1

where ¢ is the tolerance probability for the k-th constraint in (3.2)).

In this section, we furthermore consider the following joint probabilistic con-
strained stochastic geometric programs

(SGP) min E [Z a]] t;.“‘j] (3.4)

teRYy ielp j=1
M

st. P (Zcthj“ <1, k=1, ,K) >1—c  (35)
i€l 7=1

Unlike [31],92], we require that the overall probability of meeting the K geometric
constraints is above a certain probability level 1 — ¢, where € € (0,0.5].

3.1.2 Stochastic geometric optimization under Gaussian
distribution

We suppose that the coefficients a;;,7 € I, Vk,j = 1,..., M, are deterministic
and the parameters c¢;,7 € [, Vk are normally distributed and independent of
each other, i.e., ¢; ~ N(E,,,0?) [31]. Moreover, we assume that F. > 0. As ¢;
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are independent of each other, constraint (3.5) is equivalent to

HP(ZCZHZf”<1>>1—E (3.6)

i€l j=1

By introducing auxiliary variables y, € Ry, k= 1,--- K, (3.6) can be equiva-
lently transformed into

P( ey oIl 7 <) >y, k=1, K, (3.7)

Jj=1"j

and

=

ype>1—€, 1>y, >0, k=1,--- K. (3.8)

k=1

It is easy to see that for independent normally distributed ¢; ~ N(E,,,0?)
[31], constraint (3.7) is equivalent to

M

M
> ier, Eei Hlt?” + & (yk \/Zm [[t <1 k=1, ,K (3.9
]:

j=1

Here, ®~!(y;) is the quantile of the standard normal distribution N(0,1). How-
ever, biconvex inequalities (3.9) are still very hard to solve within an optimization
problem [41].

Standard variable transformation

The standard variable transformation r; = log(t;), j = 1,--- , M and 23 =
log(yx), k=1,---, K applied to (3.8]) and (3.9) leads to the following constraints:

Z E., exp {Z a”rj} + Zaf exp {Z 2a;;m; + log(® (exk)Q))}

1€l i€}, =1

<1, k=1,---,K, (3.10)

K
d ap>log(l—e), o <0, k=1, K. (3.11)
k=1

®~1(-) is also called the probit function and can be expressed in terms of the
inverse error function:

O Hyp) = V2erf 12y, — 1), wi € (0,1).

The inverse error function is a nonelementary function which can be repre-
sented by the Maclaurin series:

o0

A v\
f_l _ 'Y v
erf ™" (z) ;;2p+1( 5 z> ,
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where A\g = 1 and \, = Zﬁ:& (:Fff(—;jrl) >0, p=1,2,---. Thus, we know that

O~ !(yz) is convex for 1 > gy > 0.5, and concave for 0 > y; < 0.5. Moreover,
®~!(y,) is always monotonic increasing.

Under constraint , we have 0.5 < 1 —¢€ < yp = e < 1. Hence, we
can only focus on the right tail part of ®~!(e®). This means the feasible set
constrained by both and is convex. However, as ®~!(-) is nonele-
mentary, we still need to approximate it for practical use. Unlike the approxi-
mation method in [21], we approximate log(®~!(e**)?) rather than ®~*(y;) by a
piecewise linear function.

Approximation of log(®~!(e®*)?)
We choose S different linear functions:
Fy(zy) = dsxy, + bs, s=1,--- .5,
such that
Fy(z) < log(® (e™)?), Vay € [log(1l —¢€),0), s=1,---,5. (3.12)
log(®~1(e")?) is then approximated by a piecewise linear function

F(xy) = max_Fy(xy). (3.13)

s=1,--,8

Constraints and guarantee that F(xj) provides a lower bound of
log(®~1(e™*)?).

For a practical use, we can choose the tangent lines of log(®~!(e*)?) at dif-
ferent points in [log(1 — €),0), say &,&a, -+ ,&s. Then, we have

Q- 2655(<I>*1)(1)(655)
T (et

(3.14)

and
by = —dy&, + log(@(e5)?), s=1,---,S. (3.15)

Remark 3.1. By changing the variables into vy, we can see that the piecewise
linear approzimation of log(® 1 (e*)?) with respect to xy, is equivalent to the piece-

. . . . bs =2 _
wise power function approrimation max e 2y for @7 (yg).

RIEN

Convex geometric approximation

After obtaining the piecewise linear approximation of log(®~1(e®*)?), we can re-
place log(®~!(e)?) by F(x) in (3.13).

Theorem 3.1. Using the piecewise linear function F(xy), we have the following
convex approrimation of the stochastic geometric program with a joint probabilistic
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constraint (SGP):

(SGPy) relegfnmréRK Z E., exp {Z awrj}

i€lp

(3.16)

M
Z E., exp Zawr] Z o3 exp Z (2a;5r; + dszp + b )}
=1

GIk GIk j
<1, s=1,---,8 k= K,

K

> ap>log(l—e), 2, <0, k=1,--- K.

k=1

The optimal value of the approximation problem — 18 a lower bound
of problem (GP). Moreover, when S goes to infinity, (SGPa) is a reformulation
of problem (SGP).

We call this approximation a piecewise linear approximation. As problem
(SGP,) is convex, it can be solved efficiently by interior point methods.

Proof. From and (| ., we know that 0 < y, < 1. Moreover, we have
from that for any k, yp > Hk 1 Yx > 1—¢€> 0.5 and hence z;;, > log(1l —
€) > log(O 5). Then, from the convexity of log(®~!(e**)?) with respect to z; in
[log(1 —€),0), we have

log(® ! (e")?) > dyxy, + bs, Yy, € [log(l —€),0), s=1,---,8. (3.19)

where d, and by are defined in - and - As yp = €, (3.19) is equivalent

to

by ds

) ey, Vel —el), s=1,--- 8. (3.20)

Furthermore, constraint (3.17)) is equivalent to

M
ZEclHta” ( maXSeb2 y:S) ZJ?HIS?GU <1, k=1,---,K. (3.21)

1€y i€l 7j=1

ds

As e%sy,? < & (yg), Vs, any feasible solution for is feasible for (3.17
or . From the equivalence between ([3.5) and (3.9) under the Guassian
distribution assumption, the optimal solution of (SGP) is feasible for (SGPy).
This means that the approximation problem (SGP,4) provides a lower bound for
the original problem (SGP).

Moreover, the S tangent functions in are chosen differently and for
rp € {&, -+, &), log(®@71(e™)?) = dyxy, + bs. Hence, when S goes to infinity,
inequality becomes tight. Furthermore, from the biconvexity of and
(13.21), we know the distance between the sets constrained by and is
small enough when S goes to infinity. As the objective functions of (SGP) and

35

(3.17)



(SGP,) are the same, i.e., (SGP,) is a reformulation of (SGP) when S goes to
infinity. [

Sequential convex approximation

In order to come up with an upper bound of the joint probabilistic constrained
problem (SGP), which is equivalent to minimize (3.4]) subject to the constraints
and , we use the popular sequential convex approximation. The basic
idea of the sequential convex approximation consists in decomposing the original
problem into subproblems where a subset of variables is fixed alternatively. For
our problem, we first fix y = y" and update ¢ by solving

(SQ1) min Z E., H £ (3.22)

teRM, e
. Y E, Ht“” +O7 (Y)Y o Hﬁ“” <lk=1,--,K (323
1€l 1€y, j=1

and then fix ¢t = " and update y by solving

K
(SQ2) mé% Z¢k Yk (3.24)
YERY =1

M rinyag;
1-— Z’L'le Eci H]:l(tj) !

st. y <O — , k=1,--- K. (3.25)
V2 ier, o2 TLL ()2
K
[[n=t-¢w>0 k=1 K (3.26)
k=1

Here, ¢;, is a chosen searching direction. The sequential approximation is given
by the following algorithm:

Algorithm 1 Sequential convex approximation

Initialization:
Choose an initial point y° of y feasible for (3.8)). Set n = 0.
Iteration:

while n > 1 and |[y"! — y"|| is small enough do
e Solve problem (SQ); let t*, 0™ and v™ denote an optimal solution of ¢, an
optimal solution of the Lagrangian dual variable 6 and the optimal value,
respectively.

e Solve problem (SQ2) with ¢ = 6 - (27)'(yp) \/Zzelk 2 HJ L (7)%955; let
y denote an optimal solution.
oy« y" + 7(y—y"), n < n+1. Here, 7 € (0,1) is the step length.
end while
Output: ", o™
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Theorem 3.2. Algorithm [1] converges in a finite number of iterations and the
returned value v™ is a upper bound for the optimal value of problem (SGP).

Proof. For given feasible y™, problem (S@);) is bounded from below because of
the positivity of ¢ and E,. Moreover, it has at least a feasible solution ¢; =

1
. 1 M maxi{aiyj} 1 o
min<g (s————=— . Hence, the op-
{ <2Qmaxi{Eci}> ! (2{)1(y")\/Qmaxi{0i2}) } ’ P

timal value sequence {v"} is bounded.

Both ¢"~! and ¢" are feasible for problem (SQ;) with y = y". Hence, we know
{v"} is non-increasing. Together with the boundness, this means the sequential
convex approximation algorithm converges.

Moreover, at each iteration, y” and t" give a feasible solution for problem
subject to constraints and . As is equivalent to and
(13.9), the optimal values of the approximation problems with fixed y" is an upper
bound for the original problem (SGP). O

Problems (S@Q1) and (SQ2) are both geometric programs, hence they can be
transformed into a convex programming problem, and solved by interior point
methods.

3.1.3 Numerical experiments

We test the performance of our approximations by considering a joint probabilistic
constrained stochastic shape optimization problem.

The shape optimization problem is widely applied in the design and construc-
tion of structural mechanics and in the optimal control of distributed parameter
systems [97]. The shape optimization problem consists in finding a geometry of
the structure which minimizes a cost functional w.r.t. given constraints [10]. In
this subsection, we consider a shape optimization problem in which we maximize
the volume of a box-shaped structure with height h, width w and depth (. We
have a joint probabilistic constraint on the total wall area 2(hw + h¢), and the
floor area w(. Here the limits on the total wall area and the floor area are con-
sidered as random variables. Moreover, there are some lower and upper bounds
on the aspect ratios h/w and w/(. This example is a generalization of the shape
optimization problem with random parameters [I0]. It can be formulated in the
standard form of a geometric program as follows:

(SCP) miré htw™ ¢! (3.27)
st P((2/Awan)hw + (2/Apan)h¢ < 1, (1/Ap)wC < 1) > 1 —¢, (3.28)

ah™w <1, (1/8)hw™* <1, (3.29)

yw¢™t <1, (1/0)w ¢ < 1. (3.30)

We set a = v = 0.5, =0 =2, ¢ = 5%, and assume 1/A,; ~ N(0.005,0.01)
and 1/Ap, ~ N(0.01,0.01).

We use Algorithm [1] to compute an upper bound for problem (SCP), the nu-
merical results are given in Table 1. We solve five piecewise linear approximation
problems to compute five lower bounds for problem (SCP).
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The first column in Table 1 gives the number of segments S used in the piece-
wise linear approximation for solving (SGP4). The second and third columns
give the number of variables and the number of constraints of the five problems,
respectively. Notice that the number of variables is composed by the number of
decision variables and the slack variables. Similarly, the number of constraints
concerns both the original constraints and the added constraints. The forth and
the fifth columns give the lower bounds and the CPU time for the five approxi-
mation problems, respectively. Algorithm [1| converges within 7 outer iterations,
the corresponding upper bound and the CPU time are given by columns 6 and
7 respectively. We use Sedumi solver from CVX package [42] to solve the ap-
proximation problems with Matlab R2012b, on a PC with a 2.6 Ghz Intel Core
i7-5600U CPU and 12.0 GB RAM. For better illustration, we compute gaps of
the piecewise linear approximation bounds, which are the percentage differences
between these lower bounds and the upper bound, and show them in the last
column.

Table 3.1: Computational results of piecewise linear approximations and Algo-

rithm

S Var. Num. Con. Num. Lower bound CPU(s) Upper bound CPU(s) Gap(%)
1 133 60 0.232 0.5955 0.256 5.5274 9.655
2 184 91 0.234 0.6272 0.256 5.5274 8.789
5 283 153 0.241 0.9480 0.256 5.5274 6.044
10 513 273 0.252 1.3554 0.256 5.5274 1.713
20 973 513 0.256 1.9986 0.256 5.5274 0

From Table 3.1, we can see that as the number of segments S increases, the
gap of the corresponding piecewise linear approximation becomes smaller. When
the number of segments is equal to 20, the gap is tight.

Although the problem size is increasing with the number of segments, the CPU
time does not increase proportionally. This means our approximation approaches
together with an increasing number of segments keeps a good structure of the
problem to be solved.

3.2 Joint rectangular geometric chance constrained
programs

In this section, we extend the results in section to joint rectangular geometric
chance constrained programs. When the stochastic parameters are elliptically
distributed and pairwise independent, we present a reformulation of the joint
rectangular geometric chance constrained programs. As the reformulation is not
convex, we propose new convex approximations based on the variable transfor-
mation together with piecewise linear approximation method. Numerical results
show that our approximations are tight.
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3.2.1 Introduction

A rectangular geometric program can be formulated as

(GP)  min  go(t)

teRM,
s.t. akSgk’(t)Sﬁka kzlv"'7K7

where o, O, € R, k=1,..., K and
In Mo
=> FI[t" k=0,....K. (3.31)
=1 j=1

ak.
Usually, cf H]Ail t;7 is called a monomial where i=1,.... I, k=0,... K,
are nonnegative and g(t), k =0,..., K, are called posynomials.

We require that 0 < o, < B, k=1,..., K. When o, <0, k=1,..., K, the
rectangular geometric program is equivalent to the geometric program discussed
in [30], 83, 10].

Both geometric programs and rectangular geometric programs are not convex
with respect to [ti,ts,...,ty]". However, geometric programs are convex with
respect to [log(t1),log(ts),...,log(ta)]". Hence, interior point methods can be
used to efficiently solve geometric programs. To the best of our knowledge, there
is no variable transformation method to derive a convex equivalent reformulation
for a rectangular geometric program.

Stochastic geometric programming is used to model geometric problems when
some of the parameters are not known precisely. Stochastic geometric programs
with individual chance constraints are discussed in [31] and [92] where the authors
showed that an individual chance constraint is equivalent to several determinis-
tic constraints involving posynomials and common additional slack variables. In
their work, the parameters aw,Vk, i,, are deterministic and c¥, Vk, i, are uncor-
related normally distributed random variables. When akj € {0, 1},‘v’k,z, j and
> ; afj = 1,Vk, i, stochastic geometric programs are equivalent to stochastic lin-

ear programs.

In the rest of this chapter, we consider the following joint rectangular geomet-
ric chance constrained programming problem

(SGP) min [Z Ht”] (3.32)

teRM,

ak
st. P (ak < Zcfntj” < By, k= 1,...,K> >1—¢.(3.33)
i=1 =1
k
k

Here 1 — ¢ is a prespec1ﬁed probability with ¢ < 0.5, alj,
3

0,1,..., K,
0,1,...,K

v =1,...,I, 7 = 1,..., M, are given parameters and c;
1=1,..., ] K, are random parameters with non-negative mean values.
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3.2.2 Elliptically distributed stochastic geometric prob-
lems

In this section, we consider the joint rectangular geometric chance constrained
programs under the elliptical distribution assumption.

Assumption 3.1. ¢ = [}, 5, ..., ¢} ] follows a multivariate elliptical distribu-
tion Ellipr, (u*,T%, pr) with a mean vector (location parameter) pu* = [u¥, ub, . .. ,u’}k]T >

0, and a scale matriz T*. The element in the ith row and the pth column of T'*
S Ugfp, i,p=1,....0:; k=0,1,..., K. We require that p¥ > 0, i = 1,..., I,
and Jf’p >0,4,p=1,....0; k=0,1,..., K. Moreover, we assume that c*,

k=1,..., K are pairwise independent.

Definition 3.1. A L-dimensional random vector & follows an elliptical distribu-
tion Ellipy(, T, ) if its characteristic function is given by Eeiz' € = eizT“go(zTFz)
where @ 1s the characteristic generator function, u is the location parameter, and
I' is the scale matrix.

Elliptical distributions include normal distribution with ¢(t) = exp{—3it},
student’s t distribution with ¢(t) varying with its degree of freedom [61], Cauchy
distribution with ¢(t) = exp{—+/t}, Laplace distribution with o (t) = (1+ 1¢)7%,

and logistic distribution with ¢(t) = % The mean value of an elliptical

distribution Ellipy (i, ', ¢) is u, and its covariance matrix is rE(Tz)

anT(F)F’ Where T 1S

the random radius [39].

Proposition 3.1 (Embrechts et al., 2005). If a L-dimensional random vector
¢ follows an elliptical distribution Ellipr(u, T, ), then for any (N x L)-matrix
A and any N-vector b, A + b follows an N-dimensional elliptical distribution
Ellipy(Ap + b, ATAT ).

Moreover, we have some restrictions on € as follows.
Assumption 3.2. We assume that

¥ Yoo (12 oy 0y B B
“5%(‘1’5;(1*6))@%(1 e)<-1,k=1,...,K,

(O, (=€) of, —piuy >0, 4p=1,... ., k=1,... K,

Py (54 (2) = _ _
" 2t (1= S ) ) (051020, — i) = (2,051 > 0,

forze[l—¢el],i,p=1,..., I, k=1,... K.

Here, ®,(-) is the distribution function of an univariate standard elliptical dis-
tribution Ellip;(0, 1, p). We assume that the elliptical distribution Ellip;(0,1, ¢)
associated with ¢ has a density function ¢,(-), and ®,(-) is continuous and in-
creasing. We denote that, ®_'(-) is the inverse function of ®,(-), i.e., the quantile
of the standard elliptical distribution. We assume ®_'(-) to be continuous and
¢, () is positive a.s., and denote the first order derivative of ¢,(-) by ¢,,(-).

For some distributions in elliptical distribution group, such as a normal dis-
tribution, Assumption has some simpler equivalent formulation.
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Proposition 3.2. For an univariate standard normal distribution N(0,1), € <

B @) g
1 —®,, (1) implies %k(%;(l_e))@%(l €) < —1.

Proof. We denote ®_!(1 — ¢€) by ¢ for short. The left hand side of the conclusion

can be rewritten as gi z We have

O S N
S ==
gb‘Pk (g) \/—2?677
Moreover, € <1 — &, (1) implies ¢ > 1, which furthermore implies gj:’“ 8 <
k

—1.

Theorem 3.3. Given Assumption the joint rectangular geometric chance
constrained programs (SGP) can be equivalently reformulated as

(SGP,)
I M
m SO 3.34
min - > w4 (3:34)
R e
I, Iy Iy, M X
-1 1] k a‘ij
.. (I)w(zlj)\zzgmnt _Z'uthj S —Q,
i=1 p=1 i=1 j=1
k=1,..., K, (3.35)
I I o
-1/ - z] pJ ij
%@k)\ZZUJDHt +ZMth < B
i=1 p=1 J=1 =
k=1,...,K, (3.36)
itz 1>y, 0< 20,2, <1, k=1,...,K, (3.37)
K
[[n=1-c0<u<1 k=1 K (3.38)
k=1

Proof. As cF are pairwise independent, constraint (3.33)) is equivalent to

HP(ak<i: Ht”<6k>>1—e (3.39)

k=1

By introducing auxiliary variables y, € Ry, k= 1,..., K, (3.39)) can be equiva-
lently written as

Iy, Mo
P(akgchntjugﬁk)zyka k:177K7 (340)
i=1 j=1
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and

K
knlykzl—e,OSykgl,k:L...,K. (3.41)

(3.40) is also equivalent to

[k Mo i Mo
P <Zc§Htj” > ak> +P ( dIIt" < ﬂk> — 1>y, k=1,...,K.
=1 )
(3.42)

Let 27,2, €Ry, k=1,..., K, be two additional auxiliary variables. Constraint
(3.42) can be equivalently expressed by

oM
P (Zcfntj” Zak) >z k=1,... K, (3.43)

=1 j=1
I Mo

P(Zcth?” gﬁk> >z, k=1,...,K, (3.44)
=1 j=1

iz 1>y 0< 20,2, <1,k=1,...,K. (3.45)

From Proposition , we know that Zl 1 G M follows an elliptical

Jlj
k t+ak

distribution Ellip, (325, p) HJ 1 1 ,Z Zp vor, T 1tjj i o). By using
the quantile function ®_!(z]), we can equivalently rewrite constraint (3.43) as

I M
_iufnt;5j+¢;;(z,j) zk:zko'Vth” W< o k=1.... K
=1 j=1

i=1 p=1

and rewrite constraint (3.44)) as

Iy Iy

I M
i#th?Z—l—@;:(zg) ZZJZthU P] <6k7 k?—]_ K
=1 j=1

i=1 p=1

This gives the equivalent reformulation of the joint chance constrained problem.
As * ~ Ellipy, (u*, T, ¢r), its expected value is p*. Hence, from the additivity
property of the expectation operator, we can get the equivalent reformulation of
the objective function. O

n (SGP,), both constraints (3.35)) and ([3.36]) are nonconvex constraints. In
the next section, we propose inner and outer convex approximations of the feasible
solution set.
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3.2.3 Convex approximations of constraints (3.35)) and (|3.36))
Convex approximations of constraint (3.35|)
We first denote

Mo Mo
— [Htj“,...,ntj’“] eR™ k=1,...,K.
j=1 j=1
Constraint (3.35]) can be reformulated as

—(pF)Twk + () /(wh) TThwk < —ai, k=1,... K. (3.46)

As we assume that ¢ < 0.5 and ¢* follows a symmetric distribution, it is casy
to see that (u*)Twk — ap > 0. Hence, (3.46)) is equivalent to

(51 () (w*) TTrw?) < ((pF)Tw* —op)?, k=1,... K,
which can be reformulated as

(W) T (@51 ()T — pF (1F) D) wh + 200 (1F) Tk < of, k=1,..., K. (3.47)

ak. ak
As wk = {Hﬂf v TIE I’“] k=1,...,K, constraint (3.47) is equiv-

j=1"7 j=1%j
alent to
I, I
QQkZMZHt”+ZZ uz,up Ht mﬁ&i,
i=1 p=1
= 1, ...K. (3.48)

From (3.37) and (3.38)), we know that z;” > 1 — e > 0.5. Moreover, we know
from Assumption [3.2] that

(P ()20, — wihy > (P51 (1 = €)af, — uipy > 0,
forall 7 € [1—¢,1),4,p=1,...,I;, k=1,..., K. Hence, given Assumption,

we can apply the standard variable transformation r; = log(¢;), j=1,..., M, to
(3.48). Therefore, we have an equivalent formulation of (3.48)

zakzm exp{za m}ﬁz“z’“exp{z by + abr

i=1 p=1 =1
+log (@7 (51))%%, W,»} <ol k=1, K  (349)
Proposition 3.3. Given Assumptzonn 3.2, fipk(z) = log( <I>; 2 )) — pf k)
is monotone increasing and convex for z € [1 —¢€,1), i,p = 1,. ]k, k =

..., K.
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Proof. From the continuity and monotonicity of ®,, (-) and the positiveness of
by, (+), we know @, (+) is strictly monotone a.s.. Hence, from the formula for
the derivative of the inverse function, we have that ®_!(z) is differential and its

7, Where x = ®_!(z). Furthermore, we have that

. . . 1 o 1
derivative is T3, @ — $n®
fipk(z) is dlfferentlal and its first and second order derivatives are

\ory = i) ol (@R 200,20, () (B ()
R dz (@ (D)ol —uinp (@5 (D)ol — ubu
QUfp@%l( 5
T 0@ %(z;j))((@ga&(z?))% - ping)
vy = Pl (@ G
B dz)?  (fe(® sak(zk)))((@ (5070t — i)

207,05, (2 )(%k(%,f(zlj))(( %(Z;j))Q Fp = i)
((bsok( sak(zk)) 2((®Wk(zk)) ,p Niﬂp)

k (@5, (=) “L(z0))20k k 2
2ok, (1= SRR ) ) (1), — ) — (208,952 )

(g (@ @k(zlj)))Q((‘I);i(Z;?))Q b = 1)

dfi,p,k(zlj)
dz,j
increasing for z;7 € [1 —¢,1), 4,p=1,...,Ix, k = 1,..., K. From Assumption
—— :
, we know that % > 0 and fi,x(27) is convex for z; € [1 — ¢, 1),
p=1.. L, k=1, K. 0

From Assumption , we know that > 0 and fi,x(2) is monotone

Thanks to the convexity and the monotonicity of fi, (2 ), we use the piece-
wise linear approximation method to find a lower approximation of f;, (z;) [65].
Then, we propose a piecewise linear approximation method to find an lower ap-
proximation of f;,r(z;}).

We choose S different linear functions:

L +\ + _
Fs,i,p,k(zk ) - d51i1p7kzk2 + b&iap,kv s=1,..., S?

which are the tangent segments of f;, (/) at given points in [1 — ¢, 1), e.g.,
&1,69,...,&s. Here, we choose £ = 1 — 9, where 0 is a very small positive real
number. We have

dsipt = fipi(&s)
and
bsiph = fipk(&s) = fipn(€s)és, s=1,....5.
Then, we use the piecewise linear function

F7Pk( ): max FSL,z,pk(ZI—:)

to approximate f;, (2} ).
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Proposition 3.4. Given Assumption Fl(50) < fipn(z), Vi € [1—¢€,1).

Proof. The proof can be drawn from the convexity of f;,x(z) shown in Propo-
sition [3.3] O

We use the piecewise linear function 7 , () to replace log((Q);j(z;))zaﬁp —

") in (3.49). Hence, we have the following convex approximation of constraint

k
63

(3.50)
—i—w{jp’k <oi, k=1,... K,

+ L _ ; _ —
(Dsipkzy Tbsipk SWipp s=1,...,5 ,p=1,... . I, k=1,..., K.

As log((®(#))0F, — i up) is convex, , together with ( - , pro-

vides an outer approximation of the fea81ble Set of (SGP).
To get an upper approximation of the function f; , 4 (2 ), we sort 1—e, &1, &, ..,
&5 in the increasing order and denote the sorted array by &, &, ... ,{NSH. The
segments N R
ngm,k(z,j) = d&@p’kz; + bs,i,p,k; S = 1, ey S,

form a piecewise linear function

EY (%)) = maXSFU- (z).

Z7p7k 8:1 . S7Z7p7k
Here,
7 = f%P, (55“1‘1) fl,l%k (55)
8,15, ng
€S+1 - 55
and

bs,i,p,k - _Js,i,p,kés + fz',p,k (és); S = 17 R 75‘

Using the piecewise linear function F ,(zF) leads to the following convex
approximation of constraint (3.35)):

QQkZuzexp{Zawrj}+ZZexp{Z alirj + axr;)

i=1 p=1 j=1

(3.51)
"’ng,k Sai, k=1,..., K,

7 + 7 U _ ; _ _
(dsipkzy Tbsipk SWipp, s=1,...,5 ,p=1,... . I, k=1,..., K.

As log((®; Nz ,':))20'C — 1 ,up) is convex, 1. together with 1)1) pro-
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vides an inner approximation of the feasible set of (SGP).

Convex approximation of constraint (/3.36))

k
£
Jj=177

In constraint (3.36|), the terms \/Z M " and S T

p 1 Ulp J=1 J
are convex with respect to r; = log(t ) j=1,...,

From [50], we know that CD;kl(zk_) is convex with respect to z;; on [1 — ¢, 1),
if ¢,, is O-decreasing with some threshold ¢*(0) > 0, and € < 1 — &, (£*(0)).
The definition of r-decreasing and ¢*(0) can be found in [50]. Hence, given some
conditions, constraint is a biconvex constraint on [1 — ¢, 1). One can use
the sequential convex approach to solve this problem. However, @;:(z,;) cannot
be expressed explicitly, it is still not easy to compute the optimal z, with fixed
t;. In this section, we use the piecewise linear approximation method proposed
n [65], and its modified approximation method to find tight lower and upper

i
bounds of (3.36]).

We first make the standard variable transformation r; = log(t;), j=1,..., M
to (3.36)) in order to get an equivalent formulation of (3.36))

e { S (alyry + alyry) + 21og(@51(:5)) + log(aifp)}

i=1 p=1 j=1

I M
—i—Zufexp{ afjrj}gﬁk, k=1,..., K. (3.52)
i=1 j=1

Lemma 3.1. Given Assumption log(® (2, )) is monotone increasing and
convez on [1 —€,1).

Proof. The first order and second order derivatives of log(®_ (2 )) are

d(log(®;1 (=) _ 1
&z O ()0 (O (7))

and (@51 (21))
_ _ —1(~— ¢ZP1€ q);k Zl;
Plog(@;) (%)) 10w G

d(z, )? (5 (20 (D51 ()
From Assumption (3.2, we know that

: (@;,3(1—6))
Pei (D5,

1+, H1—e)=2

el (@)
As 1@, () 325 <Z>)

we can find that the second order derivative of log(®; ! (2,)) is larger than or
equal to zero on z, € [1 —¢,1), which implies the convex1ty of log(®,!(2;)) on
l1—el1),k=1,... K. 0

is monotone decreasing with respect to z, in [1—¢, 1),
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From the convexity and monotonicity, we can use the piecewise linear ap-
proximation methods introduced in the last section to find tight piecewise linear
approximations for log(®_!(z;)). We choose S different linear functions:

Gh(zp) =Lz, + Qs s=1,..., 5,

which are the tangent segments of log(®_ (2, )) at £1,&, . .., &s, respectively. We
have

1
lo = —
P 9 (D1(E)) P,

and

v =log (05,(8)) ~ TG oy

Then, we use the piecewise linear function

GL(zk)— max GLu(z)

77777

to approximate log(®; !(2,)), and derive the following convex approximation of
(13.52):

( Ik M Ik Ik
S st Sats 33 e { 3ot 4+ 25t 4ty |
i=1 j=1 i=1 p=1

Sﬁk? k:L"'aKa
skzy +qx <Of, s=1,...,8, k=1,... K.

(3.53)
As log(®_!(z,)) is convex, (3.53) together with (3.35)), (3.37)-(3.38) provides an
outer approximation of the feasible set of (SGP).

Moreover, we use the segments
Gsk(zk ) =lskzp +qsk, s=1,....,5,
between &1, &, ..., &1 to form a piecewise linear function

GU(zk)— max GYr(z)-

Here,
P log(@,1(E) — log(@(€)

sk = = = )

ferl - fs

and

Gogo = —lops +1og(@1 (&), s=1,.... 8.
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Using the piecewise linear function GY(z;) to replace log(®_!(z;)) in (3.52)
gives the following convex approximation of the constraint (3.52)):

I Iy

,
I M M
S it { et 3 | S ) 2+ oty |
i=1 j=1 J=1

i=1 p=1
S/Bka k:17"'7K7
\Zs,kZ];—i-(js’kS(T)g, 8:1,...,5, kzl,,K

(3.54)
As log(®,!(2,)) is convex, (3.54) provides an inner approximation.

Main result

Theorem 3.4. Given Assumptions and we have the following convex
approximations for the joint rectangular geometric chance constrained programs

(SGP):

(SGPrp) min Z H; €XP {Z @57 }

rzt 2™ E
xwL

s.t. ds%p,kzk -+ bs,i,p,k S Wipk, S= 1, Ce ,S,
ip=1,....0, k=1,... K,

ZQkZuzexp{Zawm}—I—Zkzkexp{z T]+a ;)

i=1 p=1 j=1

+whk}§cﬁ,k:1,“,K,

I, I
zzexp{z >1<>}

i=1 p=1 j=1

I M
—i—Zufexp{Za?jrj} <Bp, k=1,....K,
i=1 j=1

ls,kzk_—l-q&kgo?,f, s=1,....8 k=1,... K,
iz —1>e™ 0< 25,2, <1, k=1,....K

?

K
ZkaIOg(l—e), <0, k=1,...,K.
k=1

Io M
(SGPy) min E 1 exp E agr;
r,z+,z7, X X J
z,w¥ oV =1 J=1
7 + 7 U _
st dsiprzp tbsipk Swipp =1, .S,

ip=1,....0, k=1,... K,
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M L, I M
2ak2ulexp{2afj7’3}+ZZexp{z 7’]—1—(1 ;)

i=1 p=1 7j=1

+w2l7]p’k} Saz, k:177K,

k k
Z Z exp { Z afry 4 akors) + 207 + log(aﬁp)}
=1 p=1

M

+ZNZGXP{Z }<5k,k_1 , K,

lNS,kz,;—i—qs,kgwk, s=1,....8 k=1,... K,
4z —1>e™, 0< 2,2, <1, k=1,...,K,
K

> ap>log(l—e), 7, <0, k=1,..., K.

k=1

The optimal value of the approzimation problem (SGPp) is a lower bound
of problem (SGP). The optimal value of the approzimation problem (SGPy) is
an upper bound of problem (SGP). Moreover, if the feasible set of (SGP) is
nonempty, both (SGPp) and (SGPy) are reformulations of (SGP) when S goes

to infinity, .

Proof. (SGPp) is obtained from the reformulation (SGP,) of (SGP) and the
two outer approximations (3.50)) and (3.53)). Besides, we transform the variable
y into z, = log(yx), k = 1,..., K. The outer approximations guarantee that
the feasible region of (SGPp) contains the feasible region of (SGP). Hence the
optimal value of (SGPy) is a lower bound of problem (SGP).

Meanwhile, (SGPr) is obtained from the reformulation (SGP,) of (SGP),
the two inner approximations and and the variable transformation
x =log(yr), k =1,..., K. The inner approximations guarantee that the feasible
region of (SGPy) is contained in the feasible region of (SGP). Hence the optimal
value of (SGPy) is an upper bound of problem (SGP).

Finally, when S goes to infinity, G"(z, ) uniformly converges to log(®_!(z;))
for 2z, € [1 —¢,1) due to the convexity of the two terms given in Assumptmn
and the property of the piece-wise linear approximation. Hence, the left
hand side term of E[) converges to the left hand side term of uniformly.
Given Assumption , left hand side terms of both and are convex.
Moreover, both feasible sets are closed and the feasible set constrained by
are nonempty. Hence, the convex feasible set constrained by converges to
the convex feasible set constrained by when S is large enough. Similarly,
when S goes to infinity, GY(z;) uniformly converges to log(®!(z;)) for z; €
[1—¢,1), and the feasible set constrained by converges to the feasible set
constrained by (3.52] . Moreover, both FL(z}) and FY(z) uniformly converge
to log((®) (2 )) — p¥p). From the convexity of the feasible sets constrained
by (3.49 (|3 50)) and - we know the feasible sets constrained by (3.50) and
by (3.51]) both converge to the feasible set constrained by (3.49 - By taklng the
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intersection of the feasible sets constrained by and by , we can find
that the distance between the feasible sets of (SGPp) and (SGP) converges to
zero when S goes to infinity. Similarly, by taking the intersection of the feasible
sets constrained by and by , we can find that the distance between
the feasible sets of (SGPy) and (SGP) converges to zero when S goes to infinity.
This means both (SGPp) and (SGPy) are reformulations of (SGP) when S goes
to infinity. O]

Both (SGPL) and (SGPy) are convex programming problems. Interior point
methods can be used to solve them efficiently.

3.2.4 Numerical experiments

We test the performances of our approximation methods by considering the fol-
lowing stochastic rectangular shape optimization problem with a joint chance
constraints:

m
-1
min x;
o [T
m—1 m—1 m 1 m
s.t. P Qyall < ( A T1 H xz) < 6wall7 Aflr > A_ H:Cj < Bflr
=1 T =2 I =
>1—k¢,
zir;t < iy, Vi # .
Here, 1/Af, and 1/A;, j =1,...,m — 1, are considered as random variables.

We assume 1/Ay; to be independent of 1/A;, 7 =1,...,m — 1. This example is
a generalization of the shape optimization problem with random parameters in
[65]. In all following experiments, we set v;; = 2,Vi # j, qwau = 1, Buwar = 2,
apr =1, Bpr =2 and € = 5%.

In order to test the tightness of the piecewise linear approximation, we first
consider three different examples in the elliptical distribution group.

Example 3.1. We set m = 10. We let 1/Ap, follow a normal distribution
N(0.02,0.02), and the random vector [1/Ay,1/As, ..., 1/ Ap_1] follow a (m —1)-
dimensional normal distribution, such that E[1/A;] = 0.01, j = 1,....,m — 1,
and cov[l/A;,1/A;] =0.01, 4,5 = 1,...,m — 1. Moreover, 1/A; and 1/Ay, are
independent, 7 =1,...,m — 1.

Example 3.2. We set m = 15. We let 1/ Ay, follow a logistic distribution
with location parameter 0.02 and scale parameter 0.078, i.e., E[1/Ap,| = 0.02
and Var[l/Ap,] = 0.02. We let [1/A1,1/As,...,1/Ap_4] follow a (m — 1)-
dimensional logistic distribution, such that E[1/A;] = 0.01, j = 1,...,m — 1,
and cov[l/A;,1/A;] =001, 4,5 = 1,...,m — 1. Moreover, 1/A; and 1/Ay, are
independent, j =1,...,m — 1.

Example 3.3. We set m = 20. We let 1/Ag, follow a Student’s t distribution,
with location parameter 0.02, scale parameter 0.02 and degree of freedom 4. We
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let[1/A1,1/ Ay, ..., 1) Ap_1] follow a (m—1)-dimensional Student’s t distribution
with location vector u, scale matriz I' and degree of freedom 4, where pu; = 0.01,
j=1,....m—1,andl';; =0.01,4,5=1,...,m—1. Moreover, 1/A; and 1/Ay,
are independent, 7 =1,...,m — 1.

We should verify the satisfaction of the three conditions in Assumption
before we make the upper and lower approximations. We set three indexes:
¢y, (25 (1—6))

Index 1 = max —£&

o ek T H—101
ax o i) S (L — €

Index 2 = min(®_ (1 — €))?0f, — b,

ipk Pk
Index 3 = min  20F 1_W@—1(2) (((I)_l(Z))QUk — k)
ipkeelloel] P G, (D5 () P on ip — i by
k d—1 2
- <20-i7p®50k (2)) .

We compute the three indexes for the three examples, shown in Table 3.2.

Table 3.2: Verification on the satisfaction of Assumption

Index 1 Index 2 Index 3
Example -2.7055 0.027 0.0009
Example -2.6500 0.0263 0.0009
Example -2.6594 0.0453 0.0015

From the negativeness of Index 1 and the positiveness of Index 2 and Index
3, we can verify that Assumption holds for all the three examples.

Then we use the proposed convex approximations, (SGFPy) and (SGPL), to
obtain lower and upper bounds for the stochastic rectangular shape optimization
problem. For each example, we let the number of segments S go from 1 to 2000
and solve 10 groups of (SGPy) and (SGPp). Computation results of Example
are shown in Table 3.3, computation results of Example |3.2| are shown in Table
3.4, and computation results of Example 3.3 are shown in Table 3.5,

The first column in the three Tables gives the number of segments S used in
(SGPy) and (SGPp). The second and third columns give the numbers of variables
and the numbers of constraints of (SGPy), respectively. The sixth and seventh
columns give the numbers of variables and the numbers of constraints of (SGPy,),
respectively. The forth and the fifth columns give the upper bounds and the
CPU times of (SGPy), respectively. The eighth and the ninth columns give the
lower bounds and the CPU times of (SGPp), respectively. We use SDPT3 solver
from CVX package to solve the approximation problems with Matlab R2012b,
on a PC with a 2.6 Ghz Intel Core i7-5600U CPU and 12.0 GB RAM. For bet-
ter illustration, we compute the gaps of the two piecewise linear approximation
bounds, which are the percentage differences between the lower bound and the
corresponding upper bound, and show them in the last column.
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Table 3.3: Computational results of approximations for normal distribution in

Example

S Var. Con. UB CPU(s) Var. Con. LB CPU(s) Gap(%)
1 681 216 8.1507 13.3390 681 216 6.6180 10.6090 23.1583
2 685 216 8.1368 13.8255 685 216 7.4902 10.7009 8.6325
5 697 216 8.1311 14.7254 697 216 8.0253 13.4361 1.3186
10 717 216 8.1311 15.5340 717 216 8.1116 14.6222 0.2403
20 757 216 8.1303 15.7734 757 216 8.1279 14.9508 0.0300
100 1077 216 8.1303 17.9095 1077 216 8.1303 17.8283 0.0000
200 1477 216 8.1303 18.0155 1477 216 8.1303 18.3668 0.0000
500 2677 216 8.1303 20.4507 2677 216 8.1303 20.2324 0.0000
1000 4677 216 8.1303 24.5032 4677 216 8.1303 24.3255 0.0000

2000 8677 216 8.1303 33.3699 8677 216 8.1303 33.8009 0.0000

Table 3.4: Computational results of approximations for Logistic distribution in

Example

S Var. Con. UB CPU(s) Var. Con. LB CPU(s) Gap(%)
1 1526 466 20.3036 27.0223 1526 466 17.0253 25.1127 19.2557
2 1530 466 19.8479 32.8251 1530 466 18.7557 25.9661 5.8232
5 1542 466 19.6918 35.1827 1542 466 19.5681 32.7463 0.6320
10 1562 466 19.6740 36.5728 1562 466 19.6583 35.3287 0.0800
20 1602 466 19.6701 39.4038 1602 466 19.6681 42.9635 0.0100
100 1922 466 19.6701 39.2123 1922 466 19.6701 41.7810 0.0000
200 2322 466 19.6701 39.2405 2322 466 19.6701 40.4707 0.0000
500 3522 466 19.6701 41.2078 3522 466 19.6701 40.4667 0.0000
1000 5522 466 19.6701 46.4123 5522 466 19.6701 46.5576 0.0000
2000 9522 466 19.6701 54.0321 9522 466 19.6701 53.9358 0.0000

Table 3.5: Computational results of approximations for Student’s ¢ distribution

in Example

S Var. Con. UB CPU(s) Var. Con. LB CPU(s) Gap(%)
2721 816 57.2656 73.8665 2721 816 43.3974 51.5729 31.9562

2 2725 816 49.5113 74.7218 2725 816 46.5860 57.3962 6.2793
5 2737 816 47.4843 91.6425 2737 816 47.2853 79.1193 0.4209
10 2757 816 47.3326 80.6797 2757 816 47.2853 82.1539 0.1001
20 2797 816 47.3042 94.3056 2797 816 47.2853 85.8753 0.0400
100 3117 816 47.2901 87.8563 3117 816 47.2901 91.1235 0.0000
200 3517 816 47.2901 86.2648 3517 816 47.2901 84.5257 0.0000
500 4717 816 47.2901 89.6698 4717 816 47.2901 87.5018 0.0000
1000 6717 816 47.2901 95.3347 6717 816 47.2901 92.2044 0.0000
2000 10717 816 47.2901 106.3244 10717 816 47.2901 104.3638 0.0000
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From the three tables, we can see that as the number of segments S increases,
the gap of the corresponding piecewise linear approximation bounds for the prob-
lem becomes smaller. For all the three examples, the gap is tight when the number
of segments is equal to or larger than 100. Notice that the CPU time does not
increase proportionally with the increase of S. When S = 2000, the CPU time is
less than twice of the CPU time when S = 2.

We further study the effect on the approximation precision and CPU time of
mean value, increasing variance and m.

We use Example [3.1] as the basic setting. We set E[1/A,| = sy, E[1/A;] =
ta, 3 =1,...,m —1, and let them vary from 0.02 to 0.2 and from 0.01 to 0.1,
respectively. All other parameters are fixed at the same values as Example [3.1]
We should verify the satisfaction of the conditions in Assumption Like what
we do in Table 3.2, we compute three indexes for each group of the distributions
with different mean values, and show them in Table 3.6. From the table, we
can easily see that Assumption holds for all the groups of distributions with
different mean values.

Table 3.6: Verification on the satisfaction of Assumption|3.2|with increasing mean
value.

1A 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09 0.1
sy 0.02 0.04 0.06 0.08 0.1 0.12 0.14 0.16 0.18 0.2
Index 1 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055
Index 2 0.0270 0.0267 0.0262 0.0255 0.0246 0.0235 0.0222 0.0207 0.0190 0.0171
Index 3 0.0009 0.0009 0.0009 0.0008 0.0007 0.0007 0.0006 0.0004 0.0003 0.0002

Then we use the proposed convex approximations, (SGFPy) and (SGPL), to
obtain lower and upper bounds for the stochastic rectangular shape optimization
problem. We set the number of segments S to be 200. Computation results,
including sizes of programming problems, lower /upper bounds and CPU times,
and bound gaps, are shown in Table 3.7. From Table 3.7, we can obverse that
upper bound and lower bound are tight under all the settings with different mean
values. The CPU times are almost the same when we let the mean values vary.

Table 3.7: Computational results with increasing mean value.

1A oty Var. Con. UB CPU(s) Var. Con. LB CPU(s) Gap(%)
0.01 0.02 1477 216 8.1303 18.3817 1477 216 8.1303 19.5148 0
0.02 0.04 1477 216 8.6504 18.7815 1477 216 8.6504 19.2838 0
0.03 0.06 1477 216 9.1724 21.7914 1477 216 9.1724 22.3960 0
0.04 0.08 1477 216 9.6978 22.3719 1477 216 9.6978 22.5001 0
0.05 0.1 1477 216 10.3026 18.5951 1477 216 10.3026 21.5380 0
0.06 0.12 1477 216 11.9317 18.6117 1477 216 11.9317 22.3053 0
0.07 0.14 1477 216 13.9698 18.1727 1477 216 13.9698 21.3361 0
0.08 0.16 1477 216 16.1110 18.1408 1477 216 16.1110 21.4588 0
0.09 0.18 1477 216 18.3055 18.3133 1477 216 18.3055 21.5131 0
0.1 0.2 1477 216 20.5385 18.2731 1477 216 20.5385 18.7971 0

Nextly, we let the variance and covariance vary. In detail, we use Example
as the basic setting, set Var[l1/Agp,] = o%,, Cov[l/A;,1/A)] = 03, i,j =
1,....,m —1, and let O'chlT and 02 vary from 0.02 to 0.2 and from 0.01 to 0.1,
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respectively. We verify the satisfaction of the conditions in Assumption by
computing the three indexes shown in Table 3.8. Then we set S = 200 and
use (SGPy) and (SGPL), to obtain lower and upper bounds for the stochastic
rectangular shape optimization problem. Computation results, including sizes of
programming problems, lower /upper bounds and CPU times, and bound gaps, are
shown in Table 3.9. From Table 3.9, we can obverse that upper bound and lower
bound are tight under all the settings with different variances and covariances.
The CPU times are almost the same when we let variances and covariances vary.

Table 3.8: Verification on the satisfaction of Assumption with increasing
variance.

o 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09 0.1
o'fc,, 0.02 0.04 0.06 0.08 0.1 0.12 0.14 0.16 0.18 0.2
Index 1 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055 -2.7055
Index 2 0.0270 0.054 0.0811 0.1081 0.1352 0.1622 0.1893 0.2163 0.2434 0.2705
Index 3 0.0009 0.0037 0.0083 0.0147 0.023 0.0332 0.0452 0.0590 0.0747 0.0922

Table 3.9: Computational results with increasing variance.

o O Var. Con. UB CPU(s) Var. Con. LB CPU(s) Gap(%)
0.01 0.02 1477 216 8.1303 18.4132 1477 216 8.1303 19.2847 0
0.02 0.04 1477 216 11.7271 18.8420 1477 216 11.7271 19.8981 0
0.03 0.06 1477 216 14.5661 18.7148 1477 216 14.5661 19.2016 0
0.04 0.08 1477 216 17.0083 18.6797 1477 216 17.0083 19.3238 0
0.05 0.1 1477 216 19.2036 18.5938 1477 216 19.2036 22.4753 0
0.06 0.12 1477 216 21.2424 18.7255 1477 216 21.2424 22.0337 0
0.07 0.14 1477 216 23.1872 18.1202 1477 216 23.1872 21.7534 0
0.08 0.16 1477 216 25.0757 18.5851 1477 216 25.0757 21.698 0
0.09 0.18 1477 216 26.9343 18.5935 1477 216 26.9343 18.8600 0
0.1 0.2 1477 216 28.7719 18.3161 1477 216 28.7719 19.0957 0

Table 3.10: Computational results for increasing m.

m Var. Con. UB CPU(s) Var. Con. LB CPU(s) Gap(%)

3 880 32 1.4430 4.5124 880 32 1.4430 5.9128 0
982 66 1.6864 7.4550 982 66 1.6864 7.9741 0
1138 114 3.5648 10.7008 1138 114 3.5648 11.1916 0

10 1477 216 8.1303 19.1872 1477 216 8.1303 20.4025 0

20 3517 816 36.4121 86.0015 3517 816 36.4121 95.0357 0

Finally, we test the effect of m. In detail, we use Example with different
m. For each group, we let 1/A, follow a normal distribution N (0.02,0.02), and
the random vector [1/A;,1/As, ..., 1/A,,_1] follow a (m — 1)-dimensional normal
distribution, with E[1/A;] = 0.01, j =1,...,m — 1, and Cov[1/A;,1/A;] = 0.01,
i,7=1,...,m — 1. As the parameters of each component are set the same, the
satisfaction of the conditions in Assumption [3.2| can be observed from Example
3.1l Then we set S = 200 and use (SGPy) and (SGPy,), to obtain lower and upper
bounds for the stochastic rectangular shape optimization problem. Computation
results, including sizes of programming problems, lower/upper bounds and CPU
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times, and bound gaps, are shown in Table 3.10. From Table 3.10, we can again
obverse that the upper bound and the lower bound are both tight for all the
examples with different sizes. However, the CPU time increases faster than a
linear way with respect to m. It increases even faster when m is larger.

3.3 Conclusion

In this chapter, we first review a work of Liu et al. [65] about geometric programs
with joint chance constraints. As an extension, we then discuss joint rectangular
geometric chance constrained programs. We propose tight convex approximations
for them under elliptical distributions and some conditions on the parameters.

This chapter corresponds to a paper submitted to Engineering and Optimiza-
tion.
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Chapter 4

Bounds for Chance Constrained
Problems

In this chapter, we develop four upper bounds for individual and joint chance con-
straints with independent matrix vector rows. The deterministic approximations
of the probability constraints are based on the one-side Chebyshev inequality,
Chernoff inequality, Bernstein in-equality and Hoeffding inequality, respectively.
Various sufficient conditions under which the aforementioned approximations are
convex and tractable are derived. Therefore, we approximate the chance con-
strained problems as tractable convex optimization problems based on piecewise
linear and tangent approximations allowing to reduce further the computational
complexity. Finally, numerical results on randomly generated data are discussed
allowing to identify the tight deterministic approximations.

4.1 Introduction

In this chapter, we consider the following chance constrained linear program:

min ¢z
st. P{Ex < H} > q,
reX, (4.1)
where H = (hy,...,hg) € RE, 2 = [&,...,&k]T is a K x n random matrix,
where &, k= 1,..., K is a random vector in R™. P is a probability measure, x

is a decision vector, set X C R, c € R" and 0 < o < 1 a prespecified confidence
parameter.
An individual chance constrained problem can be written as

min 'z

st. P{"z <h}>aq,
xr e X. (4.2)
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One of the main goals in problems with an individual chance constraint is
to come up with a deterministic equivalent problem such that the feasible set
S(a) ={z € X : P{¢"2 < h} > a} of problem (4.2) is convex.

For instance, if we consider the case of a multivariate normally distributed
vectors ¢ with mean & = E(£) and positive definite variance-covariance matrix ¥,
the following relations hold true:

P(¢"x < h) a, (4.3)

IN < IV

e+ F Y a) ||Zl/2xH h, (4.4)
where F~!(-) is the inverse of F, the standard normal cumulative distribution
function. The same scheme can be applied to elliptical distributions, e.g., Laplace
distribution, t-Student distribution, Cauchy distribution, Logistic distribution.
[24. [65].

When the probability distributions are not elliptical or not known in advance,
lower and upper bounds on P {éTx < h} > «, can be very useful.

4.2 Chebyshev and Chernoff Bounds

In the following, we provide bounds based on deterministic approximations of
probabilistic inequalities such as the one side Chebyshev and Chernoff inequali-
ties.

4.2.1 Chebychev bounds

We consider the one-side Chebyshev inequality [64, B5]. We assume that & has
finite second moments and denote by ¢ = Var(¢) the variance of £, and £ = E(¢)
the mean of £&. The one-side Chebyshev inequality is given by

2

P<£—£2h>sag+h2.

(4.5)
For the individual chance constrained problem, we have the following results:
Theorem 4.1. Assume that & has finite first and second moments. Under one-

sided Chebyshev inequality , we have an inner approximation of problem
as follows

min

L
st. &+ \ /% Hzl/zzH < h,

re X, (4.6)

Moreover, problem @ s a convex problem.
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Proof. First, we note that

P("z<h) > q, (4.7)
(i
P(z>h) < 1-a, (4.8)
T
Pz—&s>h—-E2) < 1-a (4.9)
Then, we apply (4.5) to (4.9):
2
T T T T T T O¢
P(f x—&x>h—-¢ x) gP(g r—&x>h—¢ x) < Jg—i—(h—gTa:)Q’
(4.10)
0.2
where 0? = 2T'Yx with variance-covariance matrix ¥. If m < 1—a, then
¢

(4.7) will be satisfied. Therefore,

'Yz <1 TS, < (h &7 )2
— -, <= x' Xx —&
2TYx 4+ (h—&Tx)? — ’ -« - ’
which is equivalent to
5| < h - €, (4.11)
l—« -

]

In the following, we extend our results to the case of independent joint chance
constraints.

Remark 4.1. For the sake of clarity, we replace the constraints v € X by x € R}
for the joint chance constraints case in the remainder of this chapter. Notice
that additional constraints could be considered if their logarithm transformation
preserves the convexity. See [82] for examples preserving the conveity.

If we assume that &, £ = 1,..., K are multivariate normally distributed inde-
pendent row vectors with mean vector py = (ukl, R ,u;m), and covariance matrix
Yk, we can derive a deterministic reformulation of problem . P{Ezx < H} >
« is equivalent to

K K
[[P{ge<h}za=]]a", (4.12)
k=1 k=1

with ZkK:lyk =1L, y>0,k=1,....,Kand y = (y1, - ,ux)".

We provide now an upper bound to problem based on the one-side Cheby-
shev inequality. We assume that &, k = 1,..., K, has finite second moments.
Let ¥, denote the covariance matrix of &, and Ek = E(&) denote its mean, we
have
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Theorem 4.2. Based on one-side Chebyshev inequality, an upper bound for prob-
lem can be obtained by solving the following deterministic equivalent problem

T

min c x
z,y
cT Qvk 1/2
st Go+ ’zzk x’ﬁhk, k=1 K
—
K
=1 p>0k=1,... K ze€X. (4.13)
k=1

Proof. From the reformulation (4.12)) and the proof of Theorem , we can im-
mediately obtain the conclusion. O]

Assumption 4.1. X = R} NL, L is selected such that Z = {z € R" : z; =
In(z;),j=1---,n,x € L} is convex.

Problem is not convex but biconvex ([41]) because of the first group of
constraints. To come-up with a tractable convex reformulation, with Assumption
4.1} we use the following logarithmic transformation z = In x.

In this case, problem can be reformulated as follows

min c’e?
z,Y

ok _Y.e, 4z
st Ele” + HE,fPeln( T ) ent <h k=1, K,

K
=1 m=0 k=1, K z€Z (4.14)
k=1

where e,, is an n X 1 vector of ones

We now prove that problem (4.14]) is convex for all « € [0, 1].

Lemma 4.1. Given sets X,Y,Z where X,Y are convex. Let f : X — Y be a
convex function, g : Y — Z be a nonincreasing concave function. Then, we have
gof: X — Z s a concave function.

Proof. Since f is convex, we have that for A € [0,1] and 1,29 € X, f(Ax; +
(1= Nx2) < Af(z1) + (1 — A)f(xg). Therefore, as g : Y — Z be a nonincreasing
concave function, we have

go f(Az1+ (1= A)z2) = g(Af(21) + (1 = A) f(z2)) = Ago f(z1) + (1= A)go f(z2).
This conclude this lemma. O

Assumption 4.2. For each k = 1,..., K, all the components of & and ¥ are
non-negative.

Theorem 4.3. If Assumption holds, then problem (4.14) is convex for all
a € [0,1].
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Proof. To show the convexity of problem (4.14), we firstly need to show the
convexity of In ( ot > As 111( atk ) = L (yyIna —In(1 — o)), we can

1—a¥%k 1—a¥k

ok
1—a¥k

Since log (1 — p) is decreasing and concave with respect to p and a¥* is convex
with respect to yx. we have that In (1 — a¥) is concave with respect to vy as

shown by Lemma [1.1]

Since the norm is a convex function and it is also a nondecreasing function
Yk
Zi/Qeln(,/lj‘W>+z

function. The term E,{ e” is a convex function because & > 0. Hence, the problem

(4.14) is convex for all « € [0, 1]. O

deduce the convexity of function In ( ) if In (1 — a¥*) is concave.

on nonnegative space, the composition function is a convex

4.2.2 Chernoff bounds

We consider now the Chernoff bound:

E(e'®)

oth

P(€>h) < (4.15)

where I_E(etf) is the moment generating function of the random variable £ and
t > 0. ¢ is the mean of £ and 0 = Var(€) is the variance.
First, we proof the convexity of E(e"*).

Lemma 4.2. For anyt > 0, E(ethx) 1s a conver function with respect to x.
Proof. Since €' is convex with respect to z € X, we have that for \ € 0, 1]
and z1, 25 € X, €€ Qo (1=N22) < \ete"a1 (1 — \)e€" 72 Therefore,

E(eth(/\a:1+(1—/\)x2)) § E()\ethzl + (1 o )\)ethxg) _ )\E(ethxl) + (1 o )\)E(@tész).
]

Theorem 4.4. If¢ follows a normal distribution with mean vector € and variance-
covariance matrix X, under Chernoff bound, problem can be formulated as
follows

min
/ 1
S.t. §T$+ QIHW“El/QxH Sha
reX (4.16)

Moreover, problem 18 a convexr problem.
Proof. First, we have from (4.8)

Pz <h)>a<=P("z>h)<1-oa
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This implies
E (ethx)

P> h) < =

(4.17)

TZL‘
Given t > 0, if we choose E(eetfh ) < 1—a, then we get an upper bound to problem

(4.2) with feasible region

S(a) = {x € X CRUE(e™) < (1— a)eth} , (4.18)

which is convex as E(e¢"®) is convex with respect to z, as shown by Lemma .

If £ is a normal distribution with mean ¢ and variance-covariance %, i.e.
£ ~ N(£, %) then in (4.18) we have E(ef7) = €' . 2720 The feasible

region S(a) can be written as:

1
S(a) = {xeXgR’}rElt>O:éxTExﬁ—i—tffx—thgln(l—a)} . (4.19)

The set (4.19) is equivalent to:

1
inf {ﬁxTZxﬂ + el — th} <In(l — a). (4.20)

£>0
The first derivative of $27Sxt? + t&7a — th equal to zero with respect to t at
h&x qpp ¢z < 0, the constraint (4.20)) is equivalent to 0 < In(1 — «), which

'Y

is impossible. Hence, let h — ¢z > 0. Therefore (#.19) is equivalent to

Sa)={zr e X CRY| = (h—¢"2)* <2In(l — a)2" Sz}, (4.21)

which is equivalent to the following convex set:
_ 1
S(a) = {xeXngh—gfxz QIHﬁHZl/%H}. (4.22)
—«

]

We extend our results to the case of independent joint chance constraints.

If we assume that &, & = 1,..., K are multivariate normally distributed
independent row vectors with mean vector & = (&1, ..,&m)T and covariance
matrix ¥, we can derive a deterministic reformulation of problem (4.1]) based on
(4.12).

We consider now an upper bound to problem (4.1)) based on Chernoff bound.

Theorem 4.5. [f &, k=1,..., K are independent with each other and normally
distributed with mean vector & and covariance matrix Xy, based on Chernoff
bound, an upper bound for problem can be obtained by solving the following
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problem

min ¢’z

Z’y

1 1/2
s.t. g,zx—i—\/an(l_ayk)sz/ x| <hg, k=1,...,K,

K
due=1 >0 k=1... K z€X. (4.23)
k=1

Proof. First, we note that
P(&lz < hy) > a¥% <= Pz > hy) <1 — a¥.

Chernoff bound leads to

E(etfkT“")

T
P(& x> hy) < i

L k=1,....K, (4.24)

with ¢ > 0. An upper bound to problem (4.1)) is then obtained by solving the
following problem with ¢t > 0:

min ¢’z
Z7y
TCL’
s.t. E[getfk )< (1—a¥ et k=1,... K, (4.25)
Zyk:L >0 k=1,... K, e X .
k=1

However, if the probability distributions of &, k = 1,..., K are not known,
the main difficulty of the model is given by the computation of E(etfg 7).
On the other hand, if we assume &, k = 1,..., K are normal distributions with
mean §, and variance-covariance Y, i.e. & ~ N(&,Yy), then we have that
E(eféi®) = etéie . e3® Zhet’ o — 1 K. Consequently problem (4.25) can be
written as

min Tz

2,y _
st sl Spat? + 6w — thy <In(l —a¥), k=1,...

K
Su=1, y >0, k=1,... K, z€ X .
k=1

=

(4.26)

Similarly to the individual chance constraint case, we have:

min ¢’z

Z7y

st. hy—& x> QIH(;)HE,:E/%H,kzl,...,K,

1—a¥k
K

=1 y>0 k=1... K, xe X .
k=1

63



Similarly, problem (4.23)) is not a convex optimization problem. Therefore,
with Assumption 4.1], we apply the transformation z = Inx and get:

min c¢!e?
2y
In 21n L z
st &e” + Z,lcﬂe ( (I*ka>)+ <hk=1,... K,
K
=1 m=0k=1,.. K z€Z, (4.27)
k=1

Moreover, if & > 0, k= 1,2,---, K, and the function In (, /21n(ﬁ)> is
convex, then problem (4.27) is convex. The following lemma shows the convexity
of In (1/2n(5)).

Lemma 4.3. If a > 1 —e ! & 0.6321, then ln( 21n(ﬁ)> is convex with
respect to yy,.

Proof. By the convexity theorem of composite function, we only need to prove
the convexity of In (, /2 ln(l%p)> with respect to p, since the convexity of compos-

ite function In ( 2 1n(%)> is implied when In ( 2 ln(l%p)> is nondecreasing
1

a¥k

and convex. As In (1 /2111(1Tp)) is monotone, we need to show the convexity of

1
In ( 21n(1%p)). We can notice that In < 2111(1%]))) =3 In (2 ln(fp)). There-

fore, we only need to focus on the convexity of In (2 ln(l%p)).

The second order derivative of In (2 ln(fp)) can be written as

—[A=p) (1 —p) "+ (1 —p)*(n(l—p) 77,
= —(1-p?(Wl-p) *(nl-p)+1).

Then, In (2 ln(l%p)> is convex if and only if

In(1—p)+1<0.

Therefore, we have p > 1 — e L.

As a¥ is convex with respect to y, and a¥* > « for any 0 < y, < 1, if
1

o >1—e', then the function In |/2In(;—) is convex. O

Therefore, when ¢ > 0, a > 1 —e1, & >0, k=1,2,---, K, problem (4.27)

1S convex.
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4.3 Bernstein and Hoeffding Bounds

Bernstein and Hoeffding bounds are considered as exponential type estimates of
probabilities. These inequalities are frequently used for investigating the law of
large numbers for instance. They are also often used in statistics and probability
theory. In this section, we investigate these bounds for the case of individual and
joint chance constraints.

4.3.1 Bernstein bounds

In this section, we consider Berstein bound [85]. We assume that the mean and
the range parameters for all independent components &; of the random vector §
are known, i.e. [; <& < wu;, and E(§;) = &;, for i = 1,...,n. Then, the respective
values for the random variable &x; are I = l;z;, u, = w;x;, and & = &ux;. From
Bernstein-type exponential estimate, we have that

T i =& e Gi— b s,
e 9 H {_u 3 ed livi 4 —5 ed q“”} < (4.28)
with arbitrary constant ¢g* > 0 implies P(} "1 & > a) < o

Theorem 4.6. An upper bound for problem can be obtained by solving the
following problem

min ¢’z

n _ _
Sy i — b gruzs
s.t. Eln{—u ?eglm—i——é leg“m}gln(l—a)—l—g*h,
Ui — b Ui — b
i=1

reX (4.29)

with arbitrary g* > 0.

Proof. Applying Bernstein inequality to the chance constraint in (4.2)), and pass-
ing to the logarithm both sides, we obtain the conclusion. O]

We provide now an upper bound to problem based on the Berstein
bound. We assume that the mean and the range parameters for all independent
components ({); of the random vectors & are known, i.e. (lx); < (&)i < (ug)i,
and E[(&)s] = (&)i, for k = 1,...,K and i = 1,...,n. Then, the respective
values for the random variable (&);z; are ({}.); = (l)ixi, (uy)i = (ug)iz;, and

(f_fc)z' = (&)z’fﬁi-

Theorem 4.7. With the assumption of & mentioned above, an upper bound to

65



problem can be obtained by solving the following problem

min ¢’
.y
- (ur)i = ()i _gra ()i — (In)s "
s.t. In d SR8 SR pgp(lie L JSR)E T VRDE g (u)iws U < orp
izl { (Uk) (lk i (uk)z (lk % Tkt
In(l —a%), k=1,... K,
K
D=1 y>0k=1,... K, ze€X. (4.30)
k=1

with arbitrary g* > 0.

Proof. According to Berstein-type exponential estimate, we have

e Ikak H {Megi(lk)ﬂi + (gk)’ — (lk)’ egi(uk)iri} <ao¥, k=1,....K ,
- Uu)i = () (ur)i — (lk)i
(4.31)
with arbitrary g; > 0 which implies P(3°0 ((§e)izi > ax) < a¥, k=1,..., K.
We note that

P(le<hy) > a% k=1,...,K, (4.32)
i
<

l—a%, k=1,...,K. (4.33)

P (Z(fk»:ci > hk>

i=1

Constraints (4.33) can be approximated by

- 2L = )i g (&r)i — (In)i 9o 11— o) 4 gt
Zl {—( N +—( ) }gl (1 )+ gl hu

(uk)z i (uk) — (Ik)s
(4.34)

[]

From Proposition 4.1 in [85] and the concavity of function In(1—a¥*), problem

(4.30]) is convex.

4.3.2 Hoeftfding bounds

We consider now an approximation based on Hoeffding inequality ([85]):

T T LW
5 €n . 5 €n Z h) S 62?:1(%‘*%‘)2’ (435)

P(

n n

with the range parameters for all independent components &; of the random vector
e [ <& <y, fori=1,...,n, & =E() and e, € R" is a vector with all
elements equal to 1.
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Theorem 4.8. With the assumption of & mentioned above, an upper bound for
problem can be obtained by solving the following convex programming prob-
lem

min 'z
- 2

st. a+ g*ln(l —a)||Mz|| < h, (4.36)
reX

where M = diag(u — 1), u= (ug,...,u,)", 1= (ly,...,01,)"

Proof. We note that

P('z<h) > a, (4.37)
)
Pz—-&z>h—-¢2) < 1—a. (4.38)
Then, we apply (4.35)) to (4.38]) and get:
72(}L7€T"L‘>2
P (§Tx — x> h— fo) < eXimi(wit)?s] (4.39)
If
—2(h—&L 2)?
eXimni-®l <1 — (4.40)
then (4.37)) will be satisfied. Logarithmic transformation of (4.40)) leads to
—2(h — &7
h=&0 i —a, (4.41)

Z? (i = ;)2

which can be written as

h — x>—\/—ln 1—a)[|Mz|, (4.42)
where M = diag(u — [) and then (4.42) is a convex inequality. O

Theorem 4.9. Assume that the mean and the range parameters for all indepen-
dent components (§); of the random vectors &, are known, i.e. (Ix); < (&) <
(ug)i, fork =1,...,K and i = 1,...,n. An approzimation of problem
based on Hoeffding’s inequality can be given by

min ¢’z
w?y
- 2
s.t. gg‘x+§ In (L) |Mya|| < Ry, K=1,... K, (4.43)

SE =1y >0, k=1,....K, z € X,

where My, = diag(ux — l), up = ((up)1, -, (ur)n)®, e = ()1, -, (le)n)t, k=
1. K.
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Proof. With almost the same proof method of Theorem [4.8] the conclusion can
be obtained. O

Additionally, with Assumption [4.1, an equivalent upper bound for problem
(4.1) based on Hoeffding inequality can be obtained by applying the following
transformation z = In x:

min c’e?
Z7y
= 1 In(/2In{ —tp z
s.t. §,€Tez+§\|Mke ( (17“k>)+ | <h, k=1,...,K, (4.44)

Zf:lyk:la >0 k=1,....K, z€ Z.

From Lemma , function In (« /21n(ﬁ)> is convex, when o > 1 — e~ 1.
Hence, if ¢ > 0, « > 1 — e~ !, problem (4.44)) is convex.

4.4 Computational Results

Although the problems which give upper bounds obtained by Chebyshev inequal-
ity, Chernoff inequality, Bernstein inequality and Hoeffding inequality, respec-
tively, for problem (4.1)) are convex under some conditions, they are still hard to

solve directly by current tools because of the following terms: In < o’k > and

In (, /21n(ﬁ)>. _

In the following, we denote these functions by Y(yx). We propose piecewise
linear approximations for T (y,) based on tangent and segment approximations.

Tangent approximation

We choose S different linear functions:
ls(yr) = asyr, + bs, s=1,...,85,
such that
ls(yk) S T(yk)v V’yk € [pa 1)7 k= 17 .- ‘7K‘
Here p > 0 is a constant such that Y(yx) is convex on [p, 1). Then, Y (yx) can be

approximated by the following piecewise linear function

Uye) = max Li(ye),
which provides a lower approximation for Y(y).
In order to achieve the expected precision, we set [5(yx) as the tangent line of
T(yx) at S points 7,...,7s with 75 € [p,1), s = 1,...,S. Then, we have

g = dY ()
dyy,

, by =Y (75) — asTs.

Yk=Ts
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Thanks to these piecewise linear approximations for Y (yx), we have the fol-
lowing results:

Theorem 4.10. Under the aforementioned convexity conditions, if we replace in
problems (4.14)), (4.27)), (4.44) Y(yx) by l(yx), we obtain their conver approrima-
tions. The optimum values of the approximation problems are lower bounds for
problems (4.14)), (4.27), (4.44), respectively. Moreover, the approximation prob-
lems become an equivalent reformulation of problems (4.14), (4.27), (4.44) when
S goes to infinity.

Proof. As the approximation problems are obtained by relaxing some constraints
in problems (4.14), (4.27)), (4.44), it is easy to see that the optimal values of
the approximation problems are lower bounds for problems (4.14)), (4.27)), (4.44)),
respectively.

We know under convexity conditions for problems (4.14)), (4.27), (4.44), Y (yx)
is convex for each problem. As the S tangent functions are selected differently,
when S goes to infinity, the constraints in the approximation problems are equiv-
alent to the constraints in problems (4.14)), (4.27), (4.44), respectively. As the
original problems and the corresponding approximation problems are all convex
programs, the approximation problems become an equivalent reformulation of
problems (4.14)), (4.27)), (4.44)), respectively, when S goes to infinity. O

Segment approximation

In order to come up with conservative bounds for the optimum values of problems
(4.14), (4.27), (4.44), we use the linear segments asyi +bs, s =1,...,5, between

T1, T2y -, Ts+1 € [p, 1) to construct a piecewise linear function
l_(yk) = ErllaXS {dsyk + Es} ) (445)
where - -
. — (Tog1) — (Ts)’ by = T(7) — @7y, s=1,...,5.
Ts+1 — Ts

Using the piecewise linear function I(y;) to replace T (yx) in problems (4.14)),
([.27), (4.44), gives the corresponding approximation problems.

Similar to Theorem [4.10, we can derive the following result for the linear
approximation:

Theorem 4.11. Under the aforementioned convexity conditions, if we replace in
problems ([4.14), (4.27), (4.44) Y(yx) by [(yx), we obtain the convex approzima-
tions of these problems. The optimum values of the approximation problems are
an upper bound for problems (4.14)), (4.27)), (4.44)), respectively. Moreover, the

approximation problems become an equivalent reformulation of problems (4.14)),

(4.27), (4.44), respectively, when S goes to infinity.

The proof of this theorem follows the same pattern as the proof of Theorem

E10
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Numerical experiments

The four bounds have been implemented and compared under Matlab environ-
ment using CVX software, a modeling system for constructing and solving convex
programs. We run the bounds for 100 instances randomly generated with the fol-
lowing characteristics: in the individual chance constraint we set n = 10,
h = 0.5, a = 0.95, the constraint € X € R" is given by > | z; = 1, cis a
random vector from a uniform distribution in the interval [0, 1]", £7 is uniformly
generated in the interval [0,10]" and ¢ is uniformly generated in the interval
[0, 1]"™. In the following, we assume that the random variable £ is distributed
according to a normal distribution with mean ¢ and variance crg generated as
described above. This will allow us to make a fair comparison of the bounds with
the exact SOCP reformulation. For joint chance constrained problem, we
set n =10, K =5 and h; = 0.5, ¢ = 1,--- | K. The other parameters are the
same as those in the individual case.

As upper and lower bounds for random vector £ are needed in Bernstein and
Hoeffding bounds, 5000 samples following a normal distribution with mean & and
variance ag described above are generated. And the maximal value of these 5000
samples is selected as upper bound while the minimal value is selected as lower
bound

Numerical results for the individual chance constraint case are reported in
Figure : Figure shows a comparison of the objective function values of
the four bounds (Chebyshev, Chernoff, Bernstein and Hoeffding) with the exact
SOCP reformulation for 100 different randomly generated instances, while Fig-
ure shows the corresponding box-and-whisker plots where the extrema of
the box represents the 1/4 and 3/4 quartiles, the band inside the box is the me-
dian and the whiskers the minimum and maximum obtained from 100 randomly
generated instances.

04 socp vs bound SOCP vs bounds
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(a) (b)
Figure 4.1: (a) Comparison of SOCP versus bounds for individual chance con-

straint. (b) box-and-whisker plots from the same 100 randomly generated in-
stances of (a).

The average CPU times and gaps for different bounds and SOCP are shown
in Table .1] in second and third rows, respectively. Results from Figure [4.1] and
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Table show that the best upper bound is obtained by Chernoff inequality,
followed by Bernstein which in all the instances outperfoms one-side Chebyshev
and Hoeffding ones. The worst bound is in all the cases obtained by Hoeffding
approximation. Notice that the CPU times for Chebyshev, Chernoff, Bernstein,
Hoeffding and SOCP are relatively comparable. The reason for the good perfor-
mance of Chernoff bound compared to the others, could be due to the explicit
assumption that the moment generating function of the random variable & fol-
lows a normal distribution, information not taken into account in all the other
approaches. Very good is the performance of the Bernstein bound, considering
that only the mean and the range of the random variable are known.

Table 4.1: Average results over 100 instances of different bounds and SOCP for
individual chance constrained problem.

Bound Chebyshev Chernoff Bernstein Hoeftding SOCP
CPU time(s) 0.9815 0.9727 1.2761 1.0850 0.9932
Gap (%) 7.55 1.58 2.8 13.64 -

Numerical results for the joint chance constraints case are reported in Figure
m: Figure shows a comparison of the objective function values of the four
bounds (Chebyshev, Chernoff, Bernstein and Hoeffding) with the SOCP refor-
mulation for 100 different randomly generated instances, where SOCP, Hoeffding
and Chernoff are obtained both with tangent and segment approximations with
S = 50. Figure shows the corresponding box-and-whisker plots where the
extrema of the box represents the 1/4 and 3/4 quartiles, the band inside the box
is the median and the whiskers the minimum and maximum obtained from 100
randomly generated instances.

Optimal value socp vs Bounds

—
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= ““D:‘N“““
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|:|:‘,““4“
LT F
LT}
1 F

Figure 4.2: (a) Comparison of SOCP versus bounds for the joint chance con-
strained problem. (b) Box-and-whisker plots from the same 100 randomly gener-
ated instances of (a).

Table 4.2 shows the average CPU time (second row) for different bounds and
SOCP and the average gap (third row) between different bounds and SOCP for
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the joint chance constraints case. Results from Figure and Table show
that Chebyshev bound always provide the worst bound, while there are not much
differences among other bounds. As in the individual chance constraint case,
the best bound is the Chernoff one followed by the Bernstein’s bound. Notice
that the CPU times for Chebyshev, Chernoff, Bernstein, Hoeffding and SOCP
are relatively comparable.

Table 4.2: Average results of different bounds and SOCP for the joint chance
constrained problem.

Bound Chebyshev Chernoff Bernstein Hoeffding SOCP
CPU time(s) 2.9932 2.8255 3.2030 2.2845 2.2551
Gap (%) 12.30 3.69 3.91 4.01 -

Notice that in the upper bound problems obtained by Chernoff and Hoeffd-

ing inequalities for problem (1), we use tangent and segment approximations,

as described above, to approximate the complex terms: In < 21In (ﬁ)) and

In ( 21n (ﬁ)), respectively.

A sensitivity analysis of the segment and tangent approximations on the num-
ber of segments S = 3,10, 20,50 is reported in Figure with corresponding
box-and-whisker plots in Figure 4, for 100 instances randomly generated. Results
show that when S = 50, there’s almost no gap between the results obtained by
tangent and segment approximations, respectively. And for each S, Chernoff in-
equality and Hoeffding inequality always provide an upper bound for the result
obtained by SOCP.

4.5 Conclusion

In this chapter, we propose deterministic approximations for individual and joint
chance constraints with independent matrix vector rows. The bounds are based
on classical inequalities from probability theory such as the one-side Chebyshev
inequality, Bernstein inequality, Chernoff inequality and Hoeffding inequality and
allow to reformulate the problem in in a tractable convex way. Approximations
based on piecewise linear and tangent are also provided in case of Chernoff and
Hoeffding inequalities allowing to reduce the computational complexity of the
problem. Finally numerical results on randomly generated data are provided al-
lowing to identify that the Chernoff bound provides the tighter deterministic ap-
proximation while the Chebyshev bound, requiring the knowledge of the first and
second moments, is very loose both for individual and joint chance constrained
problems. Remarkable is also the performance of Bernstein’s bound, considering
that only the mean and the range of the random variables are assumed to be
known. In terms of CPU times all the considered bounds are relatively compa-
rable.
This chapter correrponds to the reference [81].
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Figure 4.3: Comparison of SOCP versus bounds for the joint chance constrained
problem with different values of S for segment and tangent approximations.
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Figure 4.4: Box-and-whisker plots corresponding to Figure for different values
of S = 3, 10, 20, 50 with segment and tangent approximations.
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Chapter 5

Data-Driven Robust Chance
Constrained Problems: A
Mixture Model Approach

This chapter discusses the mixture distribution based data-driven robust chance
constrained problem. We construct a data-driven mixture distribution based
uncertainty set from the perspective of simultaneously estimating higher order
moments. Then, we derive a reformulation of the data-driven robust chance con-
strained problem. As the reformulation is not a convex programming, we propose
new and tight convex approximations based on the piecewise linear approxima-
tion method under certain conditions. For the general case, we propose a DC
approximation to derive an upper bound and a relaxed convex approximation
to derive a lower bound for the optimal value of the original problem, respec-
tively. We establish the theoretical foundation for these approximations. Finally,
the results of simulation experiments show that the proposed approximations are
practical and efficient.

5.1 Mixture Distribution Based Uncertainty Set

As a preparation for our later construction of the data-driven robust chance
constrained problem, we first define the uncertainty set under the mixture distri-
bution framework, and then consider the moments estimation from sample data
to determine the parameters of the data-driven uncertainty set.

We assume that the n-dimensional random vector € has a continuous proba-
bility density function. For notational clarity, we use f to denote the distribution
of € and f(-) to denote the probability density function of &.

To ensure a reliable estimation of the real distribution, we assume that &

follows a finite normal mixture distribution. This means that f(-) can be explicitly
defined by

M
m=1
here f,,(-) is the probability density function of the m-th component. In this
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chapter, we assume that the m-th component follows a n-dimensional normal

distribution with the mean vector being ft,, = (fm1, - - - ,pmn)T and the covari-
ance matrix being »,, = {a%? , which is positive semidefinite, m = 1,---, M.
w, € Ry is the weight assigned to the m-th component, m = 1,---, M, with
Z%:l Wn, = 1.

As the exact distribution of the random vector is never completely known in
practice, it is reasonable to assume certain kind of uncertainties when modeling
the distribution. One advantage of the normal mixture distribution is that it
can fairly represent different types of distributions with respective means and
variances. Many popular distributions, such as elliptical distribution, skew-t dis-
tribution and generalized hyperbolic distribution, can be viewed as (infinite) nor-
mal mixture distributions (see McNeil et al.[74]). Considering both the descrip-
tion accuracy and the tractability, we assume in the rest of this chapter that all
the component distributions of the assumed mixture distribution are completely
specified. Therefore, establishing a confidence region of the original distribution
is equivalent to constructing a confidence region of the mixture weights. For this
reason, we introduce the following data-driven uncertainty set:

Definition 5.1. A mizture distribution based uncertainty set is expressed as

D= {Zwmfm(-):wGW},

where W = {'w NUw|| <y, k=1, 1, Z%lem =1lw> O} .1 is an pos-
itwe integer. For k = 1,--- 1, the constraint ||Uyw| < i corresponds to the

k-th order moment constraint, v, € Ryy is a given reference scalar parameter,
Up € R™M s the reference matriz given as

— k — k n

where :l*l’?(?”f) = (Mg:,)p e 7“%?H>T7 Mgi,)g = ff]kfm(g)dgaj =l nm=1-- 7M7
and B denotes the empirical estimation of Z%:l wmugf).

Mixture distribution has already been studied in robust statistics and used in
modeling the distribution of financial data, see, for example, Hall et al. [45], Peel
and McLachlan [80] and Zhu and Fukushima [107].

The above uncertainty set is based on the moment estimation. It can incor-
porate the information of the arbitrary order moments of &, which is different
from the uncertainty set in Zhu et al.[I06] and Gupta [43], where the uncertainty
sets were defined with only first two order moments constraints, or specified from
the viewpoint of Bayesian learning. And our uncertainty set focuses on the mo-
ments and includes higher order moments, which are often concerned in practical
problems, like financial management.

Mixture distribution can efficiently describe the shape of a distribution. Eisen-
berger [34] showed that the density of a mixture of two univariate normal compo-
nents with means and variances being yy, 07 and s, 03, respectively, is unimodal
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if (1 — po)? < 4?(:?}2%) For the case that (u; — pa)? > %, there exist
values of the weights for which the density function is bimodal. For the unimodal
case, first two order moments can describe the location and dispersion, while the
density shape can be described through concepts like skewness and kurtosis [93].
For the multimodal case, a probability distribution can be characterized by its
enough moments [73]. Then, the multimodality can be described efficiently with
enough moments. For the above reasons, we use the mixture distribution with
uncertain weights to construct the uncertainty set and use moments to estimate
the size of uncertainty set. Our approach is a complementary to the existing
uncertainty sets which focus on the unimodal case [63].

We will show that the parameters Uy, vi, k = 1,--- , I, of the uncertainty set D
can be determined by a set of independently observed samples from the underlying
distribution of &, and the confidence region defined by U, v,k = 1,--- 1, is
assured with high probability to contain the first four componentwise moments
of &.

5.1.1 Data-Driven Confidence Region for Moments

In order to get the confidence region for moments of £, we use a measurable
function w(&) to denote a vector valued or matrix valued mapping of &, while
the norm || - | with respect to 7(&) is the Euclidean norm when () is vector
valued, and is the Frobenius norm when 7(£) is matrix valued. Suppose that we
have a sample set S of & with N observations £ 1 =1,.-- ,N. Then we denote
g =+ SN r(e®)
TS = N 2a=1T :

To derive the basic conclusion of this subsection, we utilize an inequality

known as the “independent bounded differences inequality”, which is estabilshed
by McDiarmid in [44].

Lemma 5.1. Let X = (X, -+, X,,) be a family of independent random variables
with Xy taking values in a set Ap for each k, 1 < k < n. Suppose that the
real-valued function T' defined on []i_, Ax satisfies

|F<$> - F<$/)| < Ckak = ]-7 1,

whenever the vectors @ and x’ differ only in the k-th coordinate. Then for any
720,

PI(X) — E[N(X)] > r} < exp (%) .

With this lemma, we have the following theorem for chosen € € |0, 1].

Theorem 5.1. Let S be a sample set with N observations which are generated
independently at random according to the distribution of & whose density function
is defined by (5.1), and suppose that there exists an R < oo such that P{||7(&)| <
R} > 1 — €. Then with probability at least 1 — A, we have

1—c¢

s — Eelr(&))ll < J—lﬁ <2pM + Ry/2In A—_) , (5.2)
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where e < A < 1, p3, = _max {[I7(&)|*fn(€)dE} and pr > 0.

Proof. Let g(S) = ||7s —E¢[m(€)]|| denote the measure of the estimation accuracy
based on the sample S.
By Lemma 2.3.1 in [I00], we have

Eslg(S)] = EsllITs — Ee[r (] < 2Er,s[||% > (€O,

where 7 = (ry,--- ,7y)" and r;,l = 1,--- , N, are Rademacher variables which
have 50% chance of being +1 or —1 and are independent of S. It is then known
from the Jensen’s inequality that

1 & 1 N
Er,s[l\ﬁzrm(ﬁ‘”)ll] = NEr,s[HZW(&(”)H]
=1 =1

N 1/2
= s <Zm<s<”>,2m<s@>>
=1 =1
1/2
1 = A
< ¥ [Ers | X {ne®) )| |
l,i=1

where (-, -) denotes the inner product with respect to 7(£). When 7 (§) is a vec-
tor, <7T(£(l))777'(€(i))> = (W(E(l)))TW(ﬁ(i)). Otherwise, (-,-) denotes the Frobenius

inner product. Thus, by utilizing the fact that r;r;, | # [, takes the two possible
values {41, —1} with equal probabilities, we have

1/2

N ) N 1/2
Ers | o rury {m(€®), 7(60)) :(ES [ZHW(E(”)HQD .

l,i=1

Therefore,
: N 1/2
Eslo(9)] < N(ES [Z”W(E(WD
= % VB[RO = 2 (Ee i@,

= > wn [ 15O n€dE = > st
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Here, p2, = [ ||7(&)||? fin(€)d€ and p,, > 0. Let p3; = ,,Jnax {pm} Then, we

have Eg [||7(€)]%] < % and Eslg(S)] < 224

VN

On the other hand, we can obtain a sample S by replacing the €® of the
sample S with €Y for some I € {1,2,---, N}. Then we have

9(5) — 9(8)

= |7 = Be[m(&Ill — |75 — B[ ()]

1 . 5.3)
< l7s = 7gll = FlIw(€") = =€)
We get from (5.3)) the following inequality with probability at least 1 — €,

A 2R

9(9) - 9(8)] = =
since P{||7(&)|| < R} > 1 —e.
Consequently, we have for any 7 > 0 that
P {g(S) <7+ ﬂ}

. 2R A 2R
> p <_‘ S—-P‘S—S—
> p{as) <7+ 2] b { o) - o) < 5

A 2R
> P {o(s) - Esla(s)) < 7| |o(5) — o) < 3¢ b0

> (1— exp (_Qﬁ;))u—e).

2R
The last inequality is deduced from Lemma with ¢, = N k=1,---,N. Let

2N T2 1—
A=1—(1—exp|— 4R7; )(1 — €), from which we have 7 = \/% 21In A _66,
and thus the inequality ([5.2) holds with probability at least 1 — A. O]

With respect to the sample S, we denote, for k =1,--- 1,
_(k
7®(€) = (&, )T, u = Eeln®(€)], pg’ = § 3L, 7N (W),
(k) _ no 2k
Pyv = mirllfl}fM {f <Zj:1 &; ) fm(ﬁ)dﬁ} (5.4)
= max {Z}Ll J & m(€)dE } :

Then, we can derive the following corollary from Theorem [5.1]

Corollary 5.1. Under the same assumptions as those in Theorem [5.1], for k =
1,---, 1, the following inequality holds with probability at least 1 — A:

) 1 1—ce€
155 — 1™ < 7= <2p<;;> +R’“\/K) : (5.5)
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where pg\?, 1 <k <1, are defined in (5.4) and A is the same as that in Theorem
(51

Proof. For k =1,---, I, consider the mapping 7 : & ~— 7*)(€). Then we have

(Z£2> (llgn*

Therefore, by applying Theoremto the mapping 7, the inequality ([5.5]) follows
since P{[|7(§)[| < R*} = P{|l¢[| < R} > 1 —e. O

The determination of parameters pg\’?, 1 <k < I, in Theorem u amounts

to calculating [ & f,(§)d¢, j=1,--- ,n, m =1,---, M, which are actually the
2k-th order origin moments of the j-th random variable whose density function is
fm(:). Form =1,--- M, as f,,(-) is the density function of a given n-dimensional
normal distribution with the mean vector being u,, and the covariance matrix
being X, [ &5 fr(€)dE,j = 1,--- ,n, can be easily computed with the help of
the moment generation function of normal distribution.

All the above derivations assume that one can pre-specify a ball which contains
the support with probability at least 1 — e¢. To make the results more tractable,
we need to estimate the radius R from the samples. Concretely, we have the
following conclusion.

Corollary 5.2. Let S be an N sample set, with observations €V, 1 =1,--- N,
generated independently at random according to the distribution of & whose density
function is defined by (5.1] . and the support of £ 15 contained in a ball with

probability at least 1 — €. Let /,LS =% Z ®) (£ and
R= maX{HS(l)H, l=1,---,N}

be a sample-based estimation for the radius R of the ball. If

2 1 2 2
N > —1n—+2n+—nln—,
e A € €

then with probability at least (1 — A)?, the inequality (5.5) holds with R replaced
with R.

Proof. Consider the following optimization problem:

mI%nR st. P{|l€]| <R} >1—ce.

We use the scenario approach to bound the above chance constraint such that
it holds with probability 1 — A. Specifically, the scenario approach replaces the
chance constraint with the following deterministic constraints:
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This means that we have E = max {||[€V|, I=1,--- ,N} to be the optimum
Value under constramts We know from Corollary 1 in [I4] that, if N >

2
ln — +2n+ — e , the orlglnal chance constraint will hold with probability

no smaller than 1 — A, or more formally,
P{P{IlE|<R}>1—€}>1—-A.

Here, the inner probability is with respect to §, while the outer probability is
with respect to R, since R is also random due to the randomness of the sample
S from a statistical point of view.

Given that the event Ag: P{||€]] < R} > 1 — € occurs, we conclude from
Corollary that with probability at least 1 — A, the inequality holds.
The probability of the event & that constraint holds is necessarily at least
(1—A)2

P{&} > P{&]Ao}P{Ao} > (1 - A) (1 - A) = (1 - A),

which completes the proof. O

5.1.2 Data-Driven Confidence Region for Mixture Weights

With the above results, we can concretely specify the uncertainty set D in Defini-
tion by using historical samples. To this end, we denote p,l,’i) = (u,(fb?l, R ,ugf)n) ,
here ,um] fﬁkfm £d¢,j=1,---,n,m=1,--- M, and denote the empirical
estimation of p® by @™, k=1,--- 1.

As & follows the mixture distribution whose density function is defined by
(5.1), we have pu® = 2%21 wmugf), and the support of £ can be contained in a

ball with any specified probability 1 — e. Therefore, by applying Corollary [5.2]
we have

hold with probability at least (1 — A)?. Here

1 —k 1—e€

(k)
e =—=|2py + R {/2In yk=1,--- 1. (5.8)
\/N( A—c

To derive a proper presentation for the uncertainty set, we now show that
the confidence region for mixture weights can be described as the intersection of

some ellipsoidal sets. Concretely, for k =1,--- , I, we have
M
Y = " wnpu® || < we )| < w e U] < e, (5.9)
where
_ k — k n
U = (u(’“) — o E® - ulw)) e R (5.10)
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By now, we have obtained an easily implemented representation for the mix-
ture distribution based uncertainty set D given in Definition [5.1 with ~; and

Ug,k=1,--- I, being defined in and , respectively.

From 1-) and the first 1nequahty in (5.9), we see that when N increases, the
distance between the estimated moments and true moments becomes smaller.
This means that the estimated moments become more accurate and the uncer-
tainty set D becomes smaller when NV increases, which is consistent with intuition.
Moreover, as IV increases, the estimated values of moments tend to their true val-
ues. All these observations tell us that when N becomes large, the true values
of weights w are contained in the uncertainty set, which implies the feasibility of
our obtained uncertainty set.

5.2 Data-Driven Robust Chance Constrained Prob-
lems

With the data-driven uncertainty set specified in Definition we now consider
the correspondingly data-driven robust chance constrained problem:

P i 4. inf Py {€'z<d} >1— zZ
() lelng(Z),S ]}QD f{fZ_ }_ o, z € 4,

where & € R" is a random vector defined on some probability space (€2, F,P),
Z C R"™ is a deterministic closed and convex set, g (z) : R® — R is a continuous
function, d € R is a constant. [ is the joint probability distribution function
of €& D, defined in Definition [5.1] is an uncertainty set of the joint probability
distribution f and a €]0, 1] is the tolerance probability, say, 0.01 or 0.05.

5.2.1 Reformulation of Problem (P)

As & follows a mixture distribution f in the uncertainty set D, we have that

P {eTz < d) = /TZdZme )dg = Zwm/T €)d¢ = p(z)'w

z<d

where p(z) = (p1(2), -+ ,par(2)) ' p(2) = fy oy Fn(€)€. Therefore,

inf Py {¢"2 <d} = inf p(z) w (5.11)

feb weW

To derive the reformulation of problem (P), we need the following assumption.

Assumption 5.1. Assume that for any z € Z, the Slater’s conditions hold for

problem (5.11)).

According to the definition of W, we have from the duality theory in [5] that
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the dual problem of problem ({5.11]) is:

(D) sup B—~'m
ana‘tok
I
st. pe-+ Z U/l o < p(z), (5.12)
k=1

where e = (1,1,--- , )T € RM, ~v = (y1,---,m) , B € R, n € R, ¢, € R",
k=1,---,1.

For notational brevity, we denote the m-th row of Uy, by wj, m =1,--- , M.
Then, constraint can be rewritten as

1
B+ pr < pulz), m=1,-- M. (5.14)
k=1

In addition,
d—uTz)
m(2) = m(§)dE = | —== |,
pule) = [ fuleag - (=E22

here ®(-) is the cumulative distribution function of the standard normal distri-
bution N(0,1). Consequently, ([5.14)) is equivalent to

I
d—plz— 07! (ﬂ—i—Zulm(pk) Vz'l,z>0, m=1.--- M,
k=1

where 7! (+) is the inverse function of ®(-). As the strong duality holds for the
dual representation of 1}1111)1 Py {éTz < d} under Assumption , problem (P) can
S

be equivalently reformulated as the following optimization problem by introducing

auxiliary variables 8 = (6y,--- ,0y)" € RM:
P min z
(P) _min g(z)
st. B—v'n>1-—aq, (5.15)
I
k=1
d—plz—0 ' (0,)V2 8,2>0, m=1,---, M, (5.17)
ol < k=1,---,1, (5.18)
ze€ 4.

To be more precise, we have the following theorem:

Theorem 5.2. Suppose that Assumption holds. Then if (z*, *,n*, 5, 0%)

is an optimal solution to problem (P), z* is an optimal solution to problem (P);
conversely, if z* is an optimal solution to problem (P), (z*,8*,n* ¢, 0%) is
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an optimal solution to problem (P), here (B*,m*, ;) is an optimal solution to

problem (D) and 6* = ® (%
Proof. Let (z*,8*,m*, ¢}, 0%) be an optimal solution to problem (15) By the
weak duality theorem, we have

inf P, {¢"2 <d} = inf Tw>p -y >1-—
fPr{€ z<dj=inf p(z)w=pf-y'n21-a
where the last inequality follows from (5.15). This implies that z* is feasible for
problem (P). In the following, we prove that it is also optimal to problem (P).
Suppose that, on the contrary, 2* is not optimal to problem (P), i.e., there ex-
ists an optimal solution Z* such that g (2*) < g (2*). Let (8%, 7%, ¢r*) be the cor-

responding optimal solution to problem (D) and 8* = p(z*) = ® (d)”—:’";>
From Assumption and the strong conic duality theory in [5], we have

Q% T =% : Al
— f w>1-—a.
Fr =y = inf p(z") w2

This and other constraints in problems (P) and (D) mean that (2*, 8*, n*, ¢,
6*) is feasible for problem (P). This contradicts the fact that (z*, 8, ", pr, 0%)
is an optimal solution to problem (P) since g (2*) < g (z*). Therefore, z* is an
optimal solution to problem (P).

On the other hand, let z* be an optimal solution to problem (P), (8*,n*, %)

be an optimal solution to problem (D) and 8* = M). Then, (z*, 5%,

NG
n*, ¢, ) must constitute an optimal solution to problem (13) Otherwise, there
would exist an optimal solution (2*, 3%, 7%, @x*,0*) to problem (15) such that
g(z*) < g(z*). And we know from the first part of the proof that Z* must be an
optimal solution to problem (P), which contradicts the fact that z* is an optimal
solution to problem (P) since g (2*) < g (2*). O

Problem (f’) is a non-convex programming problem due to the third group of
constraints (5.17). We will derive its convex approximations in subsection :
and its DC programming approximations in subsection [5.2.3|

5.2.2 Convex Approximation

In this part, we will show that, under certain conditions, problem (f’) can be
reformulated as a convex programming problem. Liu et al [65] proposed tight
convex approximations to a kind of joint geometric chance constrained problems.
We extend their method and propose tight convex approximations to problem
(P) under some conditions. To this end, we need the following assumption:

Assumption 5.2. Denote ¢t = (e'',-- e fort = (t1,--- ,t,)". Assume
that
1) a<1-a(),
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2) the function h(t) = g (e*) is convexr with respect to t,
3) tmj >0, 0‘]7.7‘20’ j=1,---,n, l=1,---.n, m=1,--- , M,

4) Z = R} NL, L is selected such that L=1{ecR: Z; = log(z;),7 =
1---,n,z € L} is closed and convez.

To illustrate the possible selections of L, we consider the following two exam-
ples.

Example 5.1. Let L= {z €R% : ¢z < h}, herec = (c1, -+ ,¢,)" € R} and
h € Ry are constants. Then, L = {2 €R": Z;;l cje’ < h} is a closed and
convex set.

Example 5.2. Define L = {z €eRY, : f(2) < h} here f : R% by = R is a non-

decreasing convex function and h € R is a constant. Then, L = {Z € R":
f(€*) < h} is a closed and convex set. Here € = (e, -+ e™).

Then, we have the following lemma.

Lemma 5.2. Constraints (5.15)), (5.16) and (5.18)) imply that

(a) zfoz<1 o 10,)>0,m=1,--- , M,

(b) if a <1 — ®(1), the function log (®1(0,,)) is convex with respect to O,,,
m=1,--- M.

Proof. (a) Firstly, we determine the range of ,,,, m = 1,--- , M. We have from
(5.15) and (5.16) that

1

L—a+y "+ ) wl,er <0, m=1-- M
k=1

Hence,

Ly, = min 1—-a+ + u; m
.9k 7+ Dy Wi P (5.19)
s.t. ||¢k”§nk7 kzly 717

is smaller than or equal to 6,,, m = 1,--- M. Problem 1) can be

decomposed into I subproblems, and correspondmgly Zk 1 L e
where
Lk = min i +w) ¢
Mk Pk & (5.20)

st okl <

Since 7, > 0, k= 1,---,1, it is easy to deduce that L, = 0, and L, =
1 —a. Hence, 0,, > 1—a, m=1,---, M. Therefore, if « < 3, we have
OO, >d ! (1—a)>0,m=1,--- ,M.
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(b) The second order derivative function of log (®~1(6,,)) is —%, where

y = ®1(0,,), #(-) is the probability density function of the standard normal
distribution N(0,1) and ¢'(+) is its first order derivate.

— 2wt W) > ) if and only if log (®1(0,,)) is convex. Moreover, we have

(o (y)) o(y)
e o) + 99/ )
y) +yo y
- 2 20 ¢(y) +yd'(y) <0
o o)

& Lef4yLet(—y) <0

& 1-y*<0& 0, > (1) or b, <d(-1)
As 0, >1—a,m=1,--- M, we can conclude that if & <1 — ®(1), the
function log (#71(6,,,)) is convex with respect to 0,,, m =1,--- M.

]

From Lemma we have that ®71(6,,) > 0 holds for a < % Hence, the
inequality constraint ((5.17) can be rewritten as

Tz - ZZ Mz (71(0,,))° >0, m=1,---, M. (5.21)

=1 I1=1

By introducing t,, = log(z,,),m = 1,--- , M, we have that (5.21]) is equivalent to

ZZU otitti+2log(@1 9m)+2/~bm;6]—d<0 m=1,--- M.

7j=1 [=1

By now, problem (f’) can be reformulated as

P€ - t
() LA 9 (<)
n n
s.t. Z Z UﬁethrtlJrQ log(®—1(61m))
=1 =1

3 e —d <0, m=1, M,
j=1

(.18), (5.16), (5.18), ¢ < L.

From Lemma [5.2] we have that log (®~1(6,,)) is convex with respect to 6,,,m =
1,---, M, when o < 1—®(1). From Assumption 5.2, we have that a <1 — ®(1)

and,um]ZO O'Jl >07j:1’...7n7l:l’...7n7m:17...’M‘ I—Ience7

\/ijl Doy opetittit2log(@7H0m) s convex with respect to (t,6,,) under As-

sumption . This means that, under Assumption , problem (P€) is a convex
programming problem.

However, it is still difficult to directly solve problem (P€) because of the
nonelementary function log (®71(6,,)). We thus propose two piecewise linear
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approximations to log (#7%(6,,)), and then derive two approximations to problem
(P€), which provide lower and upper bounds to the optimum value of problem
(P€), respectively.

Lower Approximation

We choose K different linear functions:
Li(0m) = aibym +b;, i=1,--- K,
such that
li(0m) <log (27 (0)) . V0 e[l —a, 1], i=1,--- K.

Then log (®71(6,,)) can be approximated by the following piecewise linear func-
tion

l(@m) = Z‘:L?{(K lz<0m)7
which provides a lower approximation to log (®~1(6,,)).

In order to achieve a satisfactory accuracy, we set ;(6,,) as the tangent line
of log (®71(6,,)) at K points 7y,--- ,7x with 7; € [1 —,1[,i=1,--- , K. Then,
we have .

a; = (@7 (7)o (27H(m)))
Remark 5.1. In general, we can choose the K tangent points uniformly dis-
tributed in the interval [1 — a, 1] .

s bz = log ((I)_l(’l'i)) — Q;T;.

To demonstrate the reasonability of the above piecewise linear approxima-
tion to log (®71(6,,)), we first introduce some notations. For sets A, B C R", let
dist(z, A) = infeq ||z — 2/||, and D(A, B) = sup,c4 dist(x, B) denote the devia-
tion of the set A from the set B (see Shapiro et al. [96]). We denote the feasible
solution set, the optimal solution set and the optimal value to problem (P€) by
VA , O and v, respectively. Then for the above piecewise linear approximation to
log (271(6,,)), we have the following theorem.

Theorem 5.3. Under Assumption[5.3, replacing log (®~1(6,,)) in problem (PC)
by 1(0,,) generates the following convex approxzimation to problem (PC):

(PE) min g (ef)
t.8.m,¢k,0
n n
st Unlzetj+tl+2(ai9m+bi)
t. g E i
j=1 1=1

+ Y g€ —d <0, m=1,-- Mji=1,- K,

=1

(5.15), (5.16), (5.18), t € L.

The optimum value of problem (PE) is a lower bound to that of problem (P).

What’s more, we have Z = lim ZE, lim D(O%,0) =0 and v = lim v%, here
K—o0 K—o0 K—oo
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ZE, OL and vE are the feasible solution set, the optimal solution set and the
optimal value to problem (PE), respectively.

Proof. As problem (P{) is deduced by relaxing constraints (5.17) in problem
(P©), it is obvious that the optimal value of problem (PY) is a lower bound to
that of problem (P€), which is equivalent to problem (P).

Let

T* = {(t7 0) : \/27:1 Z’ln:l U‘;?l’bet‘j+tl+210g(q>71(9m))
3 g —d <0, m=1, - 7M}7

+Z?:1Hmj€tj—dS07 m:17 ,Ma’L.:].,-.- ,K}a

and Z, = VA \ T*. Because Z = ZoUT™ and Z]L( = ZyU TIL(, we just need to

verify T* = | clTE to establish the rest conclusions.
K=1
Since for any K, TE D Tk, by Exercise 4.3 in [94], we have [}im TE =
—00

N clTE. Tt is obvious that 7% C () clT%. Then we will show that T* DO
K=1 K=1
N Tk
K=1
For any 7 € () clTE, we have T € cITE VK. If 7 ¢ T*, since T* is closed and

K=1
convex, T can be separated strictly from the set T by a hyperplane. This implies

that there must be a K such that ¢ ¢ clT I%, which is contrary with ¢ € cITE, VK.

Thus we get T* = Kﬁl cITL. Therefore, we have Z = I(l'l—I>I<1>o ZEt.

Denote = (£, 5,7, . 0). Let g(x) = g(e") + Iz(x) and gh(x) = g (") +
]Zﬁ(m)’ where I4(x) =0 if ¢ € A, otherwise I4(x) = +00. As Z = I;linoo ZE by
Proposition 7.4(f) in [94], we have that IZI%() epi-converges to /5(-) as K — 4o0.
Since g (e’) is continuous, we then have that g& () epi-converges to g(-). As
Z and ZL are closed and convex sets, we have that gk(-) and g(-) are lower

semi-continuous. Then, by Theorem 7.33 in [94], we have v = lim o% and

K—oo

limsup O% C O. It can thus be deduced from the discussions in Example 4.13

K—oco

in [94] that lim D(Of, 0) = 0. O

Upper Approximation

In order to come up with an upper bound to the optimum value of problem (P©),
we use the linear segments a;0,, +b;, it = 1,--- , K, between 7,79, -+ ,Tky1 €
[1 — a, 1] to form a piecewise linear function

(Om) = max, {@ibn +bi},
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where

log (&~ 1(7; —log (®~(m; - ,
a = 8 ) 208 ) 5oy (1(r)) — aimy i =1, LK

Ti+1 — T

Using the piecewise linear function [(6,,) to replace log ($!(6,,)) in problem
(PC) gives the following approximation problem:

(PS) min g (e*)
t,8,m,¢k,0
n n
st Jrrlzetj+tl+2(a¢9m+6i)
t. E E ;
j=1 I=1

+ > e —d <0, m=1,- ,Mji=1, K,

Jj=1

(.15), (5.16), (5.18), ¢ € L.

Similar to the proof of Theorem [5.3] we can establish the following conclusion:

Theorem 5.4. Under Assumption problem (PS) is a conic programming
and the optimum value of problem (PS) is an upper bound to that of problem
(P). What’s more, we have Z = lim ZY, lim D(OY,0) =0 and v = lim oY,

_ B K—oo K—oo K—oo
here Z%, O% and v% are the feasible solution set, the optimal solution set and
the optimal value to problem (PE), respectively.

5.2.3 DC reformulation

Assumption might not always hold in practice. Therefore, in this subsection,
we assume ¢ (z) is convex and bounded from below on the feasible solution set of
problem (P) instead of Assumption and then demonstrate that problem (P)
is still solvable, since it can be equivalently represented as a DC programming.

Let p,, = @' (6,,) and introduce auxiliary variables o,,,m = 1,--- , M, prob-
lem (P) can be rewritten as

(PP€)  min  g(2)

z,8,m,¢,p,0

s.t. f—~r'n>1-a, (5.22)

I
ﬁ—l—Zu;mgokS(D(pm),m:ly...,M, (5.23)

k=1
PO <d—plz, m=1,--- M, (5.25)

1

HanzH <opm,om=1,---, M, (5.26)

ze 4,

here o = (01, ,0u7) . In problem (PPC), the constraints (5.25) can be rewrit-
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ten as | .
§(pm+0m)2_§(p?n+a72n) Sd—NZLZ, m=1,---,M,

which are DC constraints. Meanwhile, the function ® (p,,) in can also be
written as a DC function, which means the inequality constraints are also
DC constraints. Therefore, problem (PPC) is essentially a DC programming.

We know from Lemma [5.2] that p,, = ®* (6,,) > 0 when o < 3. This implies
that the second group of constraints become convex constraints, since the
function ®(-) is concave on positive axis. Thus the number of the DC constraints
in problem (PPC) is reduced. On the other hand, we always have o < % in
practice. Hence, we only consider problem (PP€) with a < 0.5 in the rest of this
chapter. Similar to that in subsection , we approximate ® (p,,) by a lower
piecewise linear function.

Upper bound

From Lemma , we have that ® (p,,) is concave when o < 0.5. Therefore, we
can obtain an upper bound approximation of problem (f’) by replacing @ (p,,)
with its lower piecewise linear function.

Concretely, we construct a piecewise linear function through K > 2 different

points {7, = ®7! (1 — ), 7, -+, 7k} which are arranged in an ascending order,
as follows: ) )

lpm) = min {aipn, +5: (5.27)
where

a; = Ti+1—Ty

B i) =2n) | < K
0, 1=K ’

By replacing ®(p,,) with I(p,,) in problem (PP€), we get the following DC
upper bound approximation:

(PG°)  min  g(z)

z,8,m,¢,p,0
s.t. B—~rTn>1-a,
B—}—zi:luzmwkgdzpm—i_bm m =1, ,]\4,1:17 7K’
el <, k=1,---,1,
2(pm+am) —§(pm+072n)§d—p,;;z, m = ’...7M’
1
mzHSO'W“ m:17...’M’
z € 4.

We denote the feasible solution sets of problem (PP€) and problem (PYC)

by VA po and Zy, respectively. Let ODC and vpc be the optimal solution set and
the optimal value of problem (PPC), Ok and v be the optimal solution set and
optimal value of problem (PPC), respectively. Then, similar with Theorem ,
we have the following theorem.

Theorem 5.5. The optimal value of problem (PBC) is an upper bound for the op-
timal value of problem (15) What’s more, we have Zpe = I;im Zy, I;im D (OK, 6[)0) =
—00 —00
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0 and vpc = lim vg.
K—o0

Proof. Let

I
BC:{pB_FZU’;—,mSOkS(I)(pm), m:17"'7M}7

k=1

I
TK: {pﬁ_'_zu;@imsok Sazpm_'_bu m = 17 7M7i: 17 >K}7
k=1
and Zo = Zpc \ T} c. It is obvious that Tk C Tj. This means that the optimal
value of problem (PBC€) is an upper bound for the optimal value of problem
(PPC), which is equivalent to problem (P).
As Zpe = ZyU T} and Zy = ZyUTg, to establish the rest conclusions, we
just need to verify Tho = |J clTk.
K=l _
Since for any K, Tx C Tky1, by Exercise 4.3 in [94], we have lim Tk =

K—

cl J Tk. Tt is obvious that T}, D cl |J Tx. So we only need to show that

K=1 K=1
K=1

As T} is closed and convex, we have cl (int7},~) = T}.. Therefore, for any

t € intT} ., there exists a K such that ¢ € Tf(. This implies int7T* C cl |J Tk,
K=1

which means T%,. C cl |J Tx. Then we conclude T = cl |J Tk. Therefore,
K=1 K=1
we have Zpo = lim Zg.
K—oo

As I%im Zi =2 pc, the rest of the conclusions can be established by using
— 00

the same argument as that in the proof of Theorem 2 in [53]. O

SCA Algorithm for DC programming

In this part, we discuss how to solve the DC programming problem (PB€). DC
programming problems have been studied extensively in recent years. Hong et
al.[53] proposed an efficient method to solve the optimization problem with one
DC constraint. We extend this method so that it can be used to solve problem
(PBC) which has K DC constraints.

The basic idea of the SCA algorithm in [53] is to convexify the DC constraint
via a first-order Taylor approximation. Specially, for each DC constraint in prob-
lem (PBC), we can use the first-order Taylor expansion

~ A

(ﬁ%n + 5-31) + ﬁm (pm - ﬁm) +om (Um - Um)

N —

at any feasible point with (p,,d,,) to approximate 3 (p2, + 02,). With the con-
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vexity of the function 3 (p2, + 02,), we have

~

(P2, + 62,) + P (Pm — Pm) + Om (O — Gm) ,

N | —

(02, +o7,) >

N —

and the original constraint is replaced by

1 .

L s . R R R
E(pm+0—m)2_§ (pfn‘i‘afn) — Pm (pm_pm)_0m<0—m_0_m) gd—u;z

Let CP((p, o)) denote the following optimization problem:

min g(z)
2757"77901@»1770
st. B-aTn>1-a,
5+Z£:1U£m¢k§aipm+bi, m=1,---,Mi=1,--- K,
|I<pk||Snk,2k:1,---,1,
%(pm‘i‘o'm) —ﬁm(pm—ﬁm)—(%m O'm—a'm)
<d—ppz+ 530 +00), m=1,---, M,

1
HE%zH <om, m=1--- M,
ze Z.
Here, p = (p1,- - - ,ﬁM)T and o = (01, - ,6M)T. And the feasible set to problem

(PBC) is denoted by Z(s ). Then for any feasible point with (p, &) of problem
(PBC), problem CP((p,d)) is a convex conservative approximation to problem
(PDC). Therefore, we can repeat solving problem CP((p,d)) at the newly ob-
tained solution, which leads to the following algorithm.

Algorithm 2 SCA method for solving problem (PB°)

Step 1. Choose an initial feasible point with (p°, a°), set j = 0.
Step 2. Solve problem CP((p’,07)) and obtain (p’™, o7T1).

Step 3. Stop if the optimal solution of problem CP((p?, 7)) is a KKT point of
problem (PPC). Otherwise, let j = j + 1 and go to Step 2.

Algorithm [2]is easy to implement since we only need to solve at each iteration
the convex optimization problem CP((p’, 7)), which is actually a SOCP and
can thus be solved in polynomial time.

We say the Slater’s condition holds at the feasible point with (p, o) if the
interior of the feasible solution set of problem CP((p,&)) is nonempty. The
Slater’s condition is one of the most commonly used constraint qualifications for
convex optimization. Then we have the following theorem.

Theorem 5.6. Suppose that {27, 57, n7, @l, D/, 67} is a sequence of solutions
generated by[4 Then

(a) {zj,ﬁj,nj,cp{c,pj,a'j} is contained in the feasible solution set of problem
PPC) and {g(27)} is a convergent non-increasing sequence.
U
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(b) If a cluster point of {27, 57,17, @, p’, 07} satisfies the Slater’s condition,
the cluster point is a KKT point of problem (PBC), whose corresponding

objective function value also provides an upper bound for the optimal value
of problem (P).

Proof. (a) Forany j > 0, {2/+1, g/t nitl o/t pi+l g1l is an optimal solu-
tion to problem CP((p’, 07)). Then, it is also a feasible solution to problem
(PPC), since the feasible solution set of problem CP((p’,07)) is a subset
of the feasible solution set of problem (PBC).

As {211, It ittt pitt @it} is an optimal solution to problem
CP((p/,07)) and {27, 3,7/, goi,pj,a'j} is a feasible solution to problem
CP((p’, 7)), we have g (2z7™') < g(2?). This shows that {g(27)} is non-
increasing. Because the continuous function g (z) is bounded from below
on the feasible solution set, {g(2z7)} is thus bounded from below, which
implies that {g (27)} is a convergent non-increasing sequence.

(b) Let
gt = % (P + )" + pz — d
and .
' =5 (Wt om)

for m = 1,---, M, and we denote the mappings g, = (g1, - ,g{”)T and

gy = (g%, e ,gé”)T. Then, the DC constraints in problem (PPC) can be
rewritten as

g1 — 8 <0.

With this representation, we can then use the same argument as that in
the proof of Property 3 in [53] to prove the conclusion (b), which is thus
omitted.

O

The property (a) in shows that we always search for better solutions in
the feasible region, which is similar to the framework of classical interior-point
methods. It also shows that we make improvement at each iteration and the
sequence of objective function values converges to a certain value. The second
property (b) ensures that all accumulation points of the sequence of solutions
generated are KKT points of problem (PPC). If problem (PB€) has a unique
KKT point or has only one KKT point that is better than the initial solution,
guarantees to converge to a global optimal solution of problem (PJC).

Lower bound

In order to evaluate how conservative the solution of the above upper bound
approximation is when it is compared to the true solution of problem (P), we
need a procedure that could provide a lower bound for the optimal value of
problem (P). For this purpose, we apply the tangent approximation technique
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where the function ®(p,,) is approximated by its upper bound tangent piecewise
linear function.

From Lemma we have that ® (p,,) is concave when o < 1. We select K
different tangent functions:

with .

a; = ¢ (1), b= ®(r) —a;,
where 7y, -+ , i are K points with 7; € [®7! (1 — a),0),1 < i < K. Therefore,
we have

l(pm) = '_minK Li(pm) = @ (pm), Vpm € [@71 (1 — ), 00).

=1,

With the above tangent piecewise linear approximation I(p,,) of ® (p,,), we
obtain the following lower bound approximation of problem (P€).

(PLy)

Lo min 9(2)

z,8.mn,¢,p,0
s.t. B—rm>1-aq,

5+Z£:1u;m¢k§aipm+5i, m=1,---  Myi=1,--- | K,
lenll <me, k=1,---,1,

PO <d—plz, m=1-- M,

b <o et

ze Z.

By approximating the biconvex term p,,0,, with Cheng and Lisser’s method
in [24], we have the following conclusion.

Theorem 5.7. Replacing ® (p,,) in problem (P€) by l(p,,), we get the following
convex approzimation of problem (PPC):
(PPC)  min  g(z)

z,8,1,¢,p,0
s.t. B—m>1-q,

5+Z£:1U;—7m90k§dipm+5i, m=1--- Mi=1-- K,
lerll <M, k=1,---,1,
Y <d—p)z, m=1,--- M,

1
HE%LZH <o m—1. M,
(I)*l(l—og)o'mSym7 m=1,---,M
EmPm < Ym, m=1,--- M,
zeZ,

Y

where K, = miél HE%zH Then, the optimal value of problem (PP€) is a lower
zeE
bound to that of problem (P).
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Proof. Let

I

k=1

and

I
Tsz{pﬂ+zu;mwk§a1pm+6w mzla"'7Mai:17"'7K}'

k=1

It is obvious that 7% C Tg.
In addition, for m = 1,--- , M, we replace pp,om by Ym. As p, > @71 (1 — a),
the constraint y,, = p,,0,, can be relaxed by @ (1 — ) 0, < Y and £:p < Yo,

1
where £, = miél HE%zH Therefore, the optimal value of problem (PPC) is a
zE

lower bound to that of problem (P). O

5.3 Numerical Results

In this section, we apply the proposed data-driven robust chance constrained
optimization problem (P) to two practical problems. The data is generated ran-
domly. We use the CVX package to solve all the approximation problems in this
section with Matlab R2015a, on a Laptop with a 2.60 GHz Intel Core m5-4300M
CPU and 4.0 GB RAM.

5.3.1 Convex approximation

In this subsection, we test the performance of our convex approximations by con-
sidering a data-driven robust production problem with the Cobb-Douglas utility.

Cobb-Douglas utility function delicately captures the practical characteristics
of different multi-factor input-output contexts besides production. Here, we gen-
eralize the model in [32] by maximizing the Cobb-Douglas utility with chance
constraints. Suppose that there are n goods, and the random price of good j is
&, 7=1,---,n. Suppose the distribution of & = (&,--- ,&,) is contained in the
uncertainty set D where M = 3 and [ = 4. Let z = (z1,---,2,) > 0 denote
the quantities of n goods purchased in the market. Then, the agent solves the
following optimization problem

(Pp) mzin |J i N

1. inP;{&€Tz2<Wl>1-—
st minPr{g'z<W}=>1-a,

z >0,

where n = 10, « = 0.1, r; = 0.1,7 = 1,---,10, W = 10000. The problem
(Pp) can be approximated by piecewise linear approximation problems (Pf) and
(PS), respectively, to find the lower bound and upper bound to its optimal value,
respectively.
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To generate the necessary data, we adopt the following framework in [106] to
determine the parameters of the component distributions fi(-), f2(+) and f3(-) in
the uncertainty set D:

y,T:aZ”—l—begse—i—e?, m=1,---3, k=1,---,10,

where ;" represents the random realization of the kth component of the random
vector, corresponding to the mth component distribution f,,(-); a}* and b}* are
constants which are randomly selected in [0, 1] and [1, 1.5], respectively; Ypase =
(Ui o YPusor Yoose) T denotes the base random vector, which is normally distributed
with the mean vector being E (Ypase) = (5, 10, 15) and the covariance matrix being
Cov (Ypase) = diag(0.2,0.4,0.6); and e} is a normally distributed residual term
with zero mean and the variance randomly selected in [0,2 x 1072], which is
independent of Ypage-

In this simulation, 5000 samples are randomly generated according to the
mixture distribution with the mixture weight vector being w = (0.3,0.4,0.3).
With the generated data and the parameters of the component distributions
f1(+), fa(+) and f3(-), and setting € = 0.02 and A = 0.03, we can determine the
values of parameters Uy, vk, k = 1,2,3,4, in the uncertainty set D given in [5.1]
Under [5.2] the problem (Pp) is actually a convex programming problem, which
can be approximated by problem (PE) to find a lower bound to its optimal value
and by problem (P§) to find an upper bound to its optimal value, respectively.

By setting K to 3,5,10, and 20, respectively, we solve problem (PY) and
problem (P$) four times and find four groups of respective lower bounds and
upper bounds. The results are presented in Table 1. The first column in gives
the value of K. The second and third columns give the lower bound and the
corresponding CPU time in seconds to solve problem (PY). The forth and fifth
columns give the upper bound and the CPU time in seconds to solve problem
(PS). For better illustration, we compute the relative difference between the
lower bound and the respective upper bound, which is shown in the last column

of B.11

Table 5.1: Computational results of convex reformulation problems.

K lower bound time(s) upper bound time(s) Gap(%)
3 0.01262726 4.1763 0.01388198 3.6563 9.04

5 0.01291510 6.4696 0.01359047 6.5156 4.97

10 0.01310726 8.0135 0.01326751 8.7344 1.21

20 0.01314893 11.7500 0.01314893 12.5469 0 (< 107%)

From Table [5.1] we can see that as K increases, the difference between the
lower bound and corresponding upper bound monotonically decreases. When
the number of tangent points is 20, these bounds become tight. Meanwhile, the
solution times in the third and fifth columns tell us that our convex approximation
problems can be solved within a few seconds. These results demonstrate that,
with a suitable size of linear approximations, our convex approximations can
provide a very good approximate solution quickly.
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5.3.2 DC approximation

In this subsection, we examine the performance of our DC approximation by
considering a data-driven robust portfolio selection problem under the safety-first
principle.

Suppose there are n risky securities and one riskless security in the stock
market. The random loss of the jth stock is §;,1 < j < n, and the proportion
of the wealth invested in the jth asset is z;,1 < j < n. Let £ = (&,--- ,fn)T,
z="(z1, ", zn)T. Therefore, the loss of the portfolio z can be determined as €' z.
In addition, we assume that the distribution of £ is contained in the uncertainty
set D with M = 3. Then the data-driven robust portfolio selection model under
the safety-first principle can be established as follows:

(Ps) min Ry

4. mi Tz < >1—
s.t ?gBPf{E z_RL}_l Q,

elzgl, z > 0.

where n = 10, a = 0.1, e,, denotes the 10—dimensional vector with all ones.

The data generation procedure is almost the same as that in [5.3.1] The
only difference is that the mean vector and covariance matrix of yp.s are set as
E (Ypase) = (—1,—1.5,—2) and Cov (Ypase) = diag(0.02,0.04,0.06), respectively.
Similarly, 1000 samples are randomly generated, and we can then obtain the
values of parameters Uy, v, k = 1,2, 3,4. It is obvious that Assumption does
not hold for problem (Pg). Therefore, we solve problems (PP€) and (PPC) to
find an upper bound and a lower bound for the optimal value of problem (Pg).

For the piecewise linear approximations, we set the number of points K to
3,5,10, 15, 20, 30, 40, 60, 80 respectively, and denote the corresponding point sets
as K3, K5, K19, K15, Koo, K39, K49, Kgo, Kgo which satisfy K3 C K5 C Ky C

The first column in Table gives the value of K. The second and third
columns give the lower bound and the CPU time in seconds. The forth and
fiftth columns provide the upper bound and the CPU time in seconds. For better
illustration, we compute the percentage difference between the lower bound and
the corresponding upper bound, which are shown in the last column of Table [5.2]

We can see from Table that our DC algorithms can find lower and up-
per bounds quickly. What’s more important, as K increases, the gap between
the lower bound and corresponding upper bound becomes smaller and smaller.
When the number of tangent points reaches 80, the gap is very small and doesn’t
decrease significantly. Hence, the respective bounds provide a very good approx-
imation to the optimal return value of (Pg).

All the above results demonstrate the practicality and efficiency of the al-
gorithms proposed in this chapter for the solution of data-driven robust chance
constrained problems.
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Table 5.2: Computational results of DC reformulation problems.

K lower bound time(s) upper bound time(s) Gap(%)
3 -0.822313 0.4212 -0.608109 3.2136 35.22
5 -0.822312 0.5460 -0.613951 3.3400 33.94
10 -0.822311 0.5928 -0.631720 3.6052 30.17
15 -0.822311 0.7020 -0.655087 3.7768 25.53
20 -0.822310 0.7176 -0.708550 3.9484 16.06
30 -0.822310 0.9204 -0.780821 5.9256 5.31
40 -0.822309 1.2012 -0.822271 7.8222 0.0046
60 -0.822309 1.6068 -0.822276 11.6689 0.0040
80 -0.822309 1.7004 -0.822276 13.1197 0.0040

5.4 Conclusion

In this chapter, we discuss a data-driven robust chance constrained problem.
Starting from the available data, we construct a mixture distribution based un-
certainty set of the ambiguous underlying distribution. And the uncertainty set
takes the first four moments into consideration simultaneously. In addition to the
robustness, the mixture distribution employed in our model enable us to refor-
mulate the chance constraint. Moreover, we propose tight convex approximations
for the problem under some conditions on the parameters for the uncertainty set.
And we propose a tight DC approximation for the upper approximation and a
relaxed convex approximation for the lower approximation in the general case.
Finally, simulation experiments are carried out to illustrate the practicality and
efficiency of our approach.

This chapter correrponds to the reference [20].
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Chapter 6

Chance Constrained Stochastic
Game Theory

In this chapter, we consider an n-player non-cooperative game with continuous
strategy sets. The strategy set of each player contains a set of stochastic lin-
ear constraints. We model the stochastic linear constraints of each player as a
joint chance constraint. We assume that the row vectors of a matrix defining
the stochastic constraints of each player are pairwise independent. We model
the stochastic constraints with normal distribution, elliptical distribution and
distributionally robustness, respectively. Under certain conditions we show the
existence of a Nash equilibrium for this game.

6.1 The model

We consider an n-player non-cooperative game. Let I = {1,2,--- ,n} be the set
of players. A generic element of the set I is denoted by i. The payoffs of player
i is defined by a function u; : RTL X RT3 x -+ x Rt — R, where R} (R")

denotes the positive (non-negative) orthant of R™i. The set X’ C R denotes
the set of all strategies of player . We assume X* to be a convex and compact
set. The product set X = [[,.; X ¢ denotes the set of all strategy profiles. We
denote the set of all vectors of strategies of all the players except player i by
X7 =[I}-;. X?. The generic elements of X', X~*, and X are denoted by ',
27" and z respectively. We define (y*,27") to be a strategy profile where player
i chooses a strategy y* and each player j € I, j # i, chooses a strategy z7. We
consider the case where the strategies of player i are further constrained by the
following stochastic linear constraints

Al < b, (6.1)

where A" = [A}, A}, .-+ AL |" is a K; X m; random matrix, and b* € Rf:; T
denotes the transposition. For each k = 1,2,---, K;, AL is the k™ row of A’
We consider the case where the constraints of player ¢ given by are jointly
satisfied with at least a given probability level. Let a; be a given probability level
of player 7. We formulate the stochastic linear constraints (6.1)) as a joint chance
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constraint given by . .
PFi{Azxz S bl} 2 o, (62)

where P is a probability measure, Fj is the distribution of A?. Therefore, for an
a; € [0, 1], the feasible strategy set of player i is defined by

Si.={d' e X' |Pr{Aa' <V} >q;}, i€l

We assume that the set S& is non-empty, and the probability distribution of the
random matrix A® and the probability level vector (a;);c; are known to all the
players. Then, the above chance-constrained game is a non-cooperative game
with complete information. A strategy profile x* is said to be a Nash equilibrium
of a chance-constrained game if and only if for each ¢ € I

wi(z™, 7)) > w(a,a7™), Va' e S,
Assumption 6.1. For each player i, © € I, the following conditions hold.

1. The payoff function w;(-,x=") is a concave function of x* for every z=" €
X

2. The payoff function u;(-) is a continuous function of x.

Such game theoretic situations arise in a renewable energy markets based on
wind turbine and solar panels with n-players. Each player aims at maximizing
his payoff subject to technical, operational and budget constraints. Both energy
technologies are highly concerned by uncertainties. For the wind turbine case,
the constraints are related to tensile strength, tip deflection rate, blade natural
frequency, turbulence, turbine size. For the solar energy, the constraints are
related to generation sites, storage and inter-regional power transmission, the
size of the panels. Such constraints could be modeled as chance constraints and
considered either as individual chance constraints or joint chance constraints.
And it is well known that joint chance constraints are highly reliable compared
to individual ones

6.2 Existence of Nash equilibrium with normal

distribution
We consider the case where for each i € I, the row vector AL, k=1,2,--- K,
follows a multivariate normal distribution with mean g, = (fhys Mgy 5 Hin,)

and a covariance matrix ¢ i.e., AL ~ N (ut, 38). We assume 3¢ to be a positive
definite matrix. Moreover, the row vectors are also independent. In this case we
have the following results.

Lemma 6.1. For each i € I, let the row vector A, ~ N (ui, %) with posi-

tive definite covariance matriz X, k = 1,2,--- | K;. Moreover, the row vec-
tors of A', i € I, are independent. Then, Sf;w 1 € I, is a convexr set when
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a; > F (max {\/g, 172-}), where F(-) is the one-dimensional standard normal dis-
tribution function,

max

3
o= _max AN () ]

k=12, K;
and Nk NF refer to the largest and smallest eigenvalues of 3 ||-|| denotes the
Euclidean norm.

Proof. The proof follows from Theorem 5.1 of [50]. O

Remark 6.1. If the value of ©; is smaller than /3, Sg 1S a conver set when
o; > F(v/3) ~ 0.958.

Lemma 6.2. For each i € I, let the row vector Aj ~ N (ui, X4) with positive
definite covariance matriz 3%, k=1,2,--- | K;. Moreover, the row vectors of A’,
1 € I, are independent. Then, Sfli, 1€ 1,15 a compact set provided

g (0]

Proof. The proof directly follows from Theorem 2.3 of [49]. H

For each i € I, the set of best response strategies of player ¢ for a fixed strategy
profile 7% of other players is given by

B?ZCU?@) = {«fl € S(ZM ‘ ui(i‘iaxiw Z ui('ri?xii)? v xi < Slzlz} '

Denote, S, = []..; 5., where a = (a1, 9, -+ ,a,)T. Let P(S,) be the power

i€l Mag)
set of S,. Then, for an « € [0, 1]", define a set-valued map

GO Sy — P(Sa)

such that '
G(x) = [[ B (@),
iel
A point x is said to be a fixed point of G*(-) if € G*(x). It is clear that a fixed
point of G*(+) is a Nash equilibrium of a chance-constrained game.

Theorem 6.1. Consider an n-player non-cooperative game where the payoff func-
tion of player i, i € I, satisfies the Assumption [6.1. The stochastic linear con-
straints of player i are jointly satisfied with at least a given probability «; € [0, 1].
For each i € I, let the row vector Al ~ N (ui,>%) with positive definite co-
variance matriz Y%, k = 1,2,--- | K;. Moreover, the row vectors of A%, i € I,
are independent. Then, there exists a Nash equilibrium for a chance-constrained
game for all a € (&, 1] X (Gg, 1] X« -+ X (G, 1], where for each i € T

di = max{@i, dz},

and

9

3
o, =F (max {\/5, 17,}) , where v; = k:{g?ﬁm W\ ()\]I;in> i H,u}c
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d/i — Hll H Zz 1/2 ) ||

Proof. Fix a € (G, 1] X (G, 1] X -+ X (Gp, 1]. To show the existence of a Nash
equilibrium for a chance-constrained game, it is enough to show that G*(-) has
a fixed point. We show that G“(-) satisfies all the conditions of Kakutani fixed
point theorem [58] as given below:

(i) S, is a non-empty, convex, and compact subset of a finite dimensional
Fuclidean space.

(ii) G*(z) is a non-empty and convex set for all z € S,,.

(iii) The graph of set-valued map G*(-), defined by {(x,y) | y € G*(z)}, is a
closed subset of S, x S,: if (z,Z,) — (x,z) with z,, € G%(z,,) for all n,
then 7 € G*(x).

S, is a non-empty set because for each ¢ € I, Sg'%_ is a non-empty set. The
convexity of S, follows from Lemma and the compactness of S, follows from
Lemma [6.2] To show the condition (ii), it is enough to show that B{(z %) is a
non-empty and convex set for all ¢ € I. The set B{"(z") in non-empty because
u;(-,27") is a continuous function of 2 and S, is a compact set. The set B (z™)
is convex because u;(-,z7%) is a concave function of x’. Since, the payoff function
u;(+), ¢ € 1, is a continuous function of z, then the closed graph condition can be
proved using the similar arguments given in the proof of Theorem 3.2. [98] (see
also Theorem 4.4 of [3]). O

From Theorem [6.3] a Nash equilibrium for a chance-constrained game exists
for sufficiently large values for a;, ¢ € I. Therefore, in most of the cases we do not
have an answer for the existence of a Nash equilibrium for a chance-constrained
game defined in Section [6.1} In order to answer this question we first propose a
new reformulation for (6.2)).

Under independent and normally distributed assumption on matrix A%, we
have the following equivalent deterministic reformulation for the joint chance-

constraint (6.2))

(i T2+ L (o) |[(20) 2 2
(luk) i k

4 Ki

a = 2: (i)

=1
A >0, Vk=12-- K, (i41)

where F~!(+) is a quantile function for a standard normal distribution [24]. For

an «; € [0.5,1], the set Q7 is a bi-convex set as it is a convex set in (resp.

(20 1) for a fixed (z})/, (resp. a?).
We propose a new convex reformulation of the set Q; Let o; € [0.5,1],7 € I.
For 0 <z <1, F! (afg > 0 for all ; > 0.5. Therefore, the constraint (i) of
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the set Q}, can be written as

(i) @+ || () (P (o) o)

We use a change of variables technique under logarithmic transformation [65].
The logarithmic transformation is well defined because X* C R".. We transform
the vector 2 € X' into a vector y* € R™, where y} = loga}, j = 1,2,...,m,.
Then, constraint can be written as

(gb;,wzl,z,...,m. (6.3)

(i) Te’ + || ()2 R G R P R

1
. . . IOgF_l (a%k)]l ‘+yz’
. 3 7 7 m
where 1,,, is an m;x1 vector of ones, and ¥ = (eyl, cee eymi> and e ' ’

1 1
log F—1 (aﬁk)—i-yi log F—1 (oﬁk)—&—yi ) i
(e ' Lo ,e ’ "] . Therefore, we have the following de-

terministic reformulation for ([6.2])

(

gt + | (mpy e e )| <y

~. Vk:1,2,...,Ki, (Z)

Zi,z' =1 (i)

=1
2 >0,Vk=12,...,K,. (ii7)

I~

\

Let Y be an image of X* under logarithmic function. Since, the logarithmic
function is continuous and X is a compact set, Y is also a compact set. Broadly
speaking, the convexity may not be preserved under logarithmic transformation.
In this section, we consider the sets X* for which the sets Y remain convex.
We give hereafter few examples of convex sets X' which are invariant under
logarithmic transformation.

Example 6.1. Consider a set

ot < h},

Xi= {x € R

where ¢ = (c1,+++ ,cm,)T € R and h € Ry are all constant. Then,
Yi= {yi e R™ quyﬁ < h},
j=1

18 a convex set.
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Example 6.2. Consider a set

mi—l
X — {x ERTL| ) af < xm}

j=1

Then, Y can be reformulated as

Yi — {yz c R™ | Z ey;_y:ni S 1}7

j=1

which s also a convex set.

Example 6.3. Consider a set

X' = {x ERTL D (2h)? < h},

j=1

where h € Ry is a constant. Then,

Yi= {yZ € R™

m; _
>t < h},

j=1

1S a convex Set.

Example 6.4. Consider a set

Xt = {{EZ e R | f(2') < h}7

where f : R — Ryy is a log-convex and non-decreasing function of ', and
h € Ryy is a constant. Then,

Vi — {yi c R™ f(eyi) < h},

1S5 a convex Set.

The reformulation of feasible strategy set Sgi of player i, ¢ € I, is given by

Sk, = {(yi,zi) eY' xRN | (y,2") € @Z,}-

Assumption 6.2. For each playeri, i € I, u;(-,27") is a non-increasing function
for every =" € X,

Assumption 6.3. For eachi € I and k = 1,2, ..., K;, all the components of ¥t
and pi are non-negative.
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Under Assumption m, we show that the set 531 is convex. It is enough

to show that constraint (i) of Q! is convex. We present Lemma on the
composition of convex functions. It is used to prove Lemma which is the key
to prove the convexity of the sets Sgi, 1€ 1.

Lemma 6.3. Let I'y,I'y CR and I'1, 'y are convex sets. Suppose f1 : 'y — 'y is
a convex function on 'y, and fy : I's — R is a non-decreasing and convex function
on I's. Then, the composition function fs o f1 is a convex function on I'y.

Proof. Consider any two points x1,z2 € I'y and A € [0, 1]. Since, f; is a convex
function on I';, we have

fiQAzr + (1= N)ag) < Afi(wr) + (1= A) fi(a).

Using the non-decreasing and convexity properties of fo on I'y, we have

(fao fi)( Az + (1 = N)w2) < A(fao fi)(@) + (L= A)(f20 fi)(x2).

Hence, f5 0 f; is a convex function on I';. O]

Lemma 6.4. For eachi € I and k = 1,2,...,K;, log F~! (af’i> 1S a convex
function of zi on [0,1] for all a; € [F(1),1] where F(1) ~ 0.84.

Proof. Let gy : [0,1] — [F(l), 1] such that g;(z}) = ozz ,and go : [F(1),1] = R
such that gs(p) = log F'~ ( ) be two functions. Then, the function composition
(g20g1)(2k) = log F~* ( a; > From Lemma , log 1 (af’z> is a convex func-
tion of 2} if g;(+) is a convex function and go(-) is convex and non-decreasing
function on their respective domains. _

Since, 0 < zi <1 and F(1) < o; < 1, then af}“ > «;. Therefore, the function
g1(+) is well defined and it is also a convex function of zj. The function g(-) is
a non-decreasing function because the quantile function F'~1(-) as well as log(+)
are non-decreasing functions. The only thing remains to show is that log F~! (p)
is a convex function. It is enough to show that the second order derivative of
log =1 (p) is non-negative. The second order derivative of log F~! (p) can be

written as YY)+ (y)
(y(y)*(y)

where y = F~1(p), and ¢(-) is the probability density function of a standard
normal distribution, and '(-) is the first order derivate of (). We have

1
2V 27r

because 1 +y = 1+ F'(p) >0and 1 —y =1 — F1(p) <0 for all p €
[F(1),1]. Hence, the second order derivative of log F'~" (p) is non-negative for all

p € [F(1),1]. Therefore, log F'~* (af}L“) is a convex function of 2% on [0,1] for all
Q; € [F(l),l] ]

W) + v (y) = ——eE(1—y) (1 +y) <O,
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Lemma 6.5. For each i € I, let the conver set X? be such that Y is a convex
set. Let Assumption hold. Then, the set Séi, 1 € 1, is a convex set for all
a; € [F(1),1].

i .
1/2 logF~? (af’“) L, +y
e

Proof. Fix i € I and a; € [F(1),1]. Then, | (3}) is an

m; X 1 vector. Each component of the vector is a non-negative linear combination
of the convex functions. Hence, it is a vector of non-negative convex functions.
The Euclidean norm is a convex function and it is also a non-decreasing function in
each argument when the arguments are non-negative. Therefore, the composition

(3

. A
: i\ 1/2 10gF’l(a-k)]1mi+yz . : NT i -
function (|(X}) e ' is a convex function. The term (ui)%e¥" is

a convex function because pj, > 0. Hence, the constraints

(MZ)Teyi + (22)1/2 elOgF_l (aik>HMi+yi S bi:? Vk= 17 27 Tt 7Ki7

are convex. It is easy to see that the other constraints of S!, are convex. Hence,

S is a convex set. O

Theorem 6.2. Consider an n-player non-cooperative game where the payoff func-
tion of player i, i € I, satisfies the Assumptions and . The stochastic
linear constraints of each player are jointly satisfied with at least a given proba-
bility a; € [0,1]. For each i € I, let the row vector Al ~ N (uk, %) where mean
vector i and positive definite covariance matriz X%, k = 1,2,--- | K;, satisfies
Assumption . Moreover, the row vectors of A%, i € I, are independent. Then,

there exists a Nash equilibrium of a chance-constrained game for all a € [F(1),1]™.

Proof. Let a € [F(1),1]". For each ¢ € I, define a composition function C; =
—u; od;, where d; : R™ x R™ x --- x R™ — R, x R} x -+ x R}, such that

& (v 9% y") = (eyl’eyQ,... ’ey"> _
Then, define a best response set for player i for a fixed y=* € Y ¢
By ) = {(#.) € 5 | iy ™) S Gily'oy ™), v (0, #) € S
Denote ga = [Le; §; Then, define a set-valued map
G* : Sy — P(S,)
such that

G(y,2) = [[Br(v™).

iel

It follows from Lemmathat S, is a convex set. It is also a closed and bounded
set. Both the functions wu;(-) and d;(-) are continuous functions. Therefore, the
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composition function C;(+) is also a continuous function. Since, 5}% is a compact
set, then the best response set B (y~) is non-empty. The function d;(-) is a
convex function and —u,(-,27%) is a convex and non-decreasing function of z°.
Then, the composition function C;(-,57) is a convex function of y* which, in
turn, implies that the best response set gf‘ (y~") is a convex set. Hence, CNJO‘(y, 2)
is a non-empty and convex set for each (y,z). The closed graph condition for
G°(-) follows from the continuity of the functions Cy(-), i € I. Therefore, from
Kakutani fixed point theorem there exists a fixed point (y*, z*) for the set-valued
map G*(-). Then, for each i € I

Cily™,y™) < Cily',y™), ¥ (v, 2) € S,
Under the hypothesis of theorem, gfx is a reformulation of S? , where z¢ = e¥'.

(e 7RI
This implies
ui (", 57"7) > u(2',27), Vat €S, .

Hence, z* is a Nash equilibrium of a chance-constrained game for all o« € [F(1), 1]™.

[]

6.3 Existence of Nash equilibrium with ellipti-
cal distribution

In this section, we will prove the existence of Nash equilibrium with elliptical
distribution. The definition of elliptical distribution is shown in subsection
and density function is given by .

Then, we assume that the row vector AL, k = 1,2,--- K; all follow some
elliptical distributions, that is, A% ~ Ellip (u},>t; %), k= 1.--- | K, where ¢}
is the characteristic function as defined in subsection Moreover, Aj and
Ay, are independent of each other when £, # k,. In this case, with the help of
Theorem 3 in [22], we can reformulated the joint chance-constraint as

(6) ()" + (F) ™ (o) 11 (502l < W W= 1,2, K,

w =) Y =1

((i77) 2, >0, VE=1,2,--- | K,

(6.4)
where F} is one-dimensional distribution function induced by the characteristic
function ¢} (t) = L (%), i is the characteristic generator function.

The reformulation of feasible strategy set Sfx of player i, ¢ € I, is given by

.

- {(Z‘Z,ZZ) e X x sz

(67

(',2) € @i, }.

Denote S, = [, S

el May”
To prove the convexity of set Siﬂ we introduce the following definition.
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Definition 6.1. ([50]/) A function f : R — R is called r—decreasing for some
r € R with threshold t*(r) > 0 if it is continuous on (0,+00) and the function
t— t"f(t) is strictly decreasing for all t > t*(r).

The following proposition shows the thresholds of some elliptical distributions.

Proposition 6.1. ([22]) The following one-dimensional elliptical distributions
have r—decreasing densities for some r:

1. normal distribution, for r > 0 with the threshold t*(r) = 5 (,u + 12+ 47’02> ;

2. Student’s t distribution with v degrees of freedom, for 0 < r < v + 1 with
the threshold t*(r) = /1=

3. Laplace distribution, for all r > 0 with the threshold t*(r) = %

With the definition of threshold, we have the following theorem about the
convexity of S, :

Theorem 6.3. For eacht € I, §gl is a convex set when

1. the densities associated with F} are (ri + 1)—decreasing with thresholds
" (ri +1) > 0 for some ri > 1, or at least 2—dereasing if ui, = 0;

2. the probability level o; satisfies

a; > max

% i*¥/ g rt 41 _1 s ;
{ Fk (max {tk (Tk + 1)’ rZi_l ()\Sim) : HMkH}) y Mg 7é 0
k

Proof. The proof follows derectly from [22]. O

Similar with the case of normal distribution, we have the following theorem
about the existence of Nash equilibrium with elliptical distribution. And the
proof is exactly the same with the proof of Theorem [6.3

Theorem 6.4. Consider an n-player non-cooperative game where the payoff func-
tion of player i, i € I, satisfies the Assumption [0.1. The stochastic linear
constraints of each player are jointly satisfied with at least a given probability
a; € [0,1]. Let the row vector A% ~ Ellip (ui, Xt ¢%), k=1.---,K;, of random
matriz A*. Moreover, Ay and Aj,_ are independent of each other when k. # k.
Then, there always exists a Nash equilibrium for a chance-constrained game for
all a € (g, 1] X (ag, 1] X -+ X (ay, 1], where for each i € T

i Q% (i L Nk T3 |, }) i
C_YZ' — rnax{ Fk (m*ax {tk (rk + 1)7 7’2—1 ()\mzn) “Mk” 9 :ul'e 3& Oa (65)
LEL(652), 1 = 0.

From Theorem [6.4] a Nash equilibrium for a chance-constrained game exists
for very high values for a;, i € I. This is because the reformulation S*(c;) of

the joint chance constraint (6.2)) is not a convex set. Therefore, for most of the
cases we do not have an answer for the existence of a Nash equilibrium for a
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chance-constrained game. In order to answer this question we propose a new
reformulation for (6.2)).

From the constraints (i) in (6.4)), we can find that the feasible strategy set
S*(a;) is nonconvex in general. In the following, we will consider a convex refor-
mulation of set S*(«;).

When o > 0.5, we have (F,i)_1 <of’i“) > 0 where 0 < 2, < 1. Therefore, the

1

first group constraints in (6.4]) can be reformulated as
. 1 L A .
() e+ 1) ((F) 7 (e ) @) [ <0 VE =12, K (66)

We transform the vector z° € X* into a vector y* € R™, where yj- =In :v;,
j=1,2,...,m;. Then, constraint can be written as

)t oii A, +yt .
Gigrer + | (e e R e ek

, , N\T
. X2 1 2
where 1,,. is an m; x 1 vector of ones, and eV = <eyl, e ,eymi> and

N—1 ? . \—1 2 ] \—1 L ]
log (F}) (afk) Ty +y < log (F}) (a:k) +yl log (F}) (afk) +Yn, )
e =e -ee e .

) Y

Therefore, we have the following deterministic reformulation for (6.4))

(

. i . log ( F} -t a?’i“ Lo +0° .
(@@@%y+(mf”e“k)(l>1” <b,Vk=1,2,... K,

L K;
“i (i) Y zi=1
k=1
((i77) 2, >0, VE=1,2,..., K,
(6.7)
Let Y = {yi e R™ |y, = Inah, o' = (af,---,2},)", 2’ € XZ}. The set Y

is an image of X* under logarithmic function. Since, the logarithmic function is
continuous and X° is a compact, Y? is also compact set. The reformulation of
feasible strategy set S; of player i, ¢ € I, is given by

Si,={ly,2) e Y xR"

(ﬁw?eé&}

Assumption 6.4. For eachi € I and k =1,2,...,K;, all the components of 3%
and it are non-negative.

Under Assumption M, we show that the set SZ is convex. It is enough to
show that the constraint (i) of Q! is convex.

109



Lemma 6.6. log (F,i)_1 (a5*) is convex, if «; satisifies
i ((F) 7 @) + (B) ™ @) 6y ((F) 7 (0)) <0, vo< 2 <1 (6.9)

where '}, is the radial density corresponding to F}., (ri) is the first order derivative
function of ri k=1,--- K.

Proof. As «;* is a convex function, with Lemma and the monotonicity of
function log (F7) ™", we only need to show the convexity of log (F!)™', which is
equivalent with

_ ) +y()' W)
(Y ()i (y)
where y = (F, ,i)_l (p), ¥i(-) is the probability density function corresponding to
F{, (¥8)(¢) is the derivate of (). Then, log (F,i)(_l) (p) is convex if and only if
Vi (y) + y(Wi) (y) < 0. Therefore, we have

i ((B)7 @) + (F) ™ (07 () (#) 7 (a) <.

> 0.

Since «;* is convex, if is satisfied, we have log (F, ,j)_l (a;*) is convex. O

Example 6.5. (Normal distribution) For normal distribution, the radial den-
sity function can be expressed as ri(z) = exp {—% 2}. Then inequality can
be written as oi* > Fi(1), V0 < z, < 1. Since o;* > a;, V0 < 2z < 1, then
from Lemma we have when a; > Fi(1), log (F,ﬁ)_1 (as*) is conver.

]

Example 6.6. (t distribution) For t distribution with degree v, the radial den-
sity function can be expressed as g(z) = (1 + 1%22)7(1“)/2. Then inequality
can be written as o;* > F,ﬁ(l), VO < 2z, < 1. Then from Lemma we have
when a; > Fi(1), log (F}) ™" (a?*) is convex.

Example 6.7. (Cauchy distribution) For Cauchy distribution, the radial den-
sity function can be expressed as g(z) = (14 2%)" . TThen inequality can
be written as «* > Fi(1), VO < 2, < 1. Then from Lemma we have when
a; > Fi(1), log ()™ (o) is convex.

Example 6.8. (Laplace distribution) For Laplace distribution, the radial den-
sity function can be expressed as g(z) = e V2l Then inequality can be
written as ;" > F,;(‘/Ti), V0 < z, < 1. Then from Lemma we have when

a; > Fi(L2), log (F}) ™" (ai*) is convex.

)

With Lemma [6.6] we can deduce the following lemma:

Lemma 6.7. For each i € I, let the conver set X' C R be such that Y is a

convex set. Let Assumptionm holds. Then, the set SZZ, 1 € 1, is a convex set
for all «; satisifying the conditions in Lemma 6.0,
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Proof. Fix i € I and «; satisfies the conditions in Lemma [6.6] Then,
. log ( F? - oi’i“ A 1yt
((22)”2@ JONCY z“’)

is an m; x 1 vector. Each component of the vector is a linear combination of the
convex functions where the coefficients are nonnegative. The norm is a convex
function and it is also a nondecreasing function when the arguments are nonneg-

i\1/2 log (F}i)_l (ajlk> ~1mi+yi
(M%) e

ative. Therefore, The composition function is a

convex function. The term (ui)"e’" is a convex function because u} > 0. Hence,
the constraints
N—1 S X
i\1/2 log (F,z) (aik)']lmi-ﬁ-yl
() e

(lu;;c)Teyi—i_ Sb;w Vk:LQv >Kia

are convex. It is easy to see that the other constraints of g&@ are convex. There-

fore, S;,. is a convex set. [

Hence, similar with Theorem [6.2] we have the following theorem about the
existence of Nash equilibrium for elliptically distributed case.

Theorem 6.5. Consider an n-player non-cooperative game where the payoff func-
tion of player i, i € I, satisfies the Assumption [6.1. The stochastic linear
constraints of each player are jointly satisfied with at least a given probability
a; € 0,1]. Let the row vector A% ~ Ellip (ui, Xt ¢%), k=1.---,K;, of random
matriz A® with the mean vector pi and the covariance matriz X% which satisfy
Assumption . Moreover, A}C and A% are independent of each other when
k. # ks. Then, there always exists a Nash equilibrium for a chance-constrained
game for all o; satisfying the conditions in Lemma [0.0]

6.4 Existence of Nash equilibrium for distribu-
tionally robust model

As mentioned in section we formulate the stochastic linear constraints (6.1
as a joint chance constraint given by (6.2)):

However, in practical, the assumption of full knowledge of the distribution F; fails
In this case, we take the uncertainty of F; into consideration. The only knowledge
we have is that Fj is in some uncertainty set D;. Therefore, the stochastic linear
constraints can be formualted as

inf Pp{A2" <V} >, (6.9)

F;eD;
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Therefore, for an «; € [0, 1], the feasible set of player i, i € I, is defined by

Sho= {a: € X" Flgjf) Pr{A'z’ <b'} > 042} : (6.10)
For each 7 € I, we assume SZ;Z_ to be a nonempty set, and the uncertainty set D;
and the probability level vector (a;);er are known to all the players. Then, above
chance-constrained game is a non-cooperative game.

In the following, we consider four kinds of popular uncertainty sets: ¢-divergence
uncertainty set and three moment based uncertainty sets. With these four uncer-
tainty sets of distribution of A%, we will show the existence of Nash equilibrium
of the non-cooperative game.

6.4.1 ¢-divergence uncertainty set

In this subsection, we consider the case that the uncertainty sets D;,1 € I are all
defined as

where

D, () = [ ¢ ( Jfo(é))) 1o(e)de,

f? denotes the estimated density function of A’. Furthermore, the corresponding
estimated distribution of row vector A, k =1,2,--- , K;, is a multivariate normal
distribution with mean uj, = ({1}, ftho,  *+ » Hj,m,) and & covariance matrix 3. Aj
and Aj are independent of each other when k, # k,. Moreover, ¢ : R — Ris a
convex function on R, such that

_ plimp o @(p)/p it 2 >0,
2. 0p(z/0) = { 0 ifr—0
3. ¢(z) = +oo for x < 0.

By using Theorem 1 in Jiang and Guan [57], we have

Theorem 6.6. For player i, with the uncertainty set (6.11)), the constraint
18 equivalent to

Pp{Aa" <V} > af, (6.12)
where
g = inf {80*(Z0+*Z)—Zo—(1—ai)z+gi}7
2> 0,20 + T2 <y, ©* (20 + 2) — »(20)
m(p*) < 20+ 2 < (pY)
o = min{a}y, 1} for af, € R, p* is the conjugate function of ¢, l, = lim,_,  ¢(x)/x,

m(p*) =sup{m € R : ¢* is a finite constant on (—oo, m|} and m(p*) = inf{m €
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R:p* =400}, and

—oo if Leb{[fo = 0]} = 0,
0 if Leb{[fo = 0]} > 0 and Leb{[fo = 0][A’z" < V']} =0,
1 otherwise,

T,

7

Leb{-} represents the Lebesque measure and [fo = 0] :={& € Q: fo(§) = 0}.

From the Proposition 2-4 in Jiang and Guan [57], we have the following propo-
sition.

Proposition 6.2. 1. Suppose that D, is constructed by using the x divergence
of order 2 with ¢(x) = (x — 1)? and oy > 1/2. Then

VE +deai(1— o) — (20 — e
_.I_
26i -+ 2

/_
az—al Y

2. Suppose that D, is constructed by using the variation distance with ¢(z) =

|x — 1|. Then

o €i
ozi—ozi+§,

3. Suppose that D, is constructed by using the KL divergence with ¢(z) =

xlogx —x+ 1. Then
—€; 041'_1
o= it S
z€(0,1) r—1

With Theorem , we can rewrite the set S; as
si, = {o' e X' |Pp{dia’ <¥} > af}, (6.13)

where o} is defined in Theorem [6.6] As the estimated distribution of row vector
Al is a multivariate normal distribution, the existence of Nash equilibrium can
be derived directly from the case of normal distribution in section (6.2

Theorem 6.7. Consider an n-player non-cooperative game where the payoff func-
tion of player i, i € I, satisfies the Assumptions[6.1] and[6.9 . The stochastic lin-
ear constraints of each player are jointly satisfied with at least a given probability
a; € [0,1] and uncertainty set D; defined as (6.11)). For each i € I, mean vector
i and positive definite covariance matriz X%, k =1,2,--- | K;, satisfies Assump-
tion . Moreover, the row vectors of A*, i € I, are independent. Then, there
exists a Nash equilibrium of a chance-constrained game for all o € [F(1),1]"
where o = (o), -+ ,al) and af,i =1,--- n, are defined in Theorem .

)
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6.4.2 Moments based uncertainty set 1

In this section, we consider the case that the uncertainty sets D;, ¢ € I are all
defined as

E[Al = put, k=1,--- | K;
D; = { Fi| E[(A, — i) (AL — p)T] = S, k=1,--- K, (6.14)
A}, and A} are independent when k # j

In this case, from [I5], we have the following deterministic reformulation for
distributionally robust joint chance-constraint

. H( Z)I/Q‘Ti sz, Vk:1?27 7Ki

: 7Ki-
(6.15)
The reformulation of feasible strategy set S?(a;) of player i, i € I, is given by

5'; S {(:icl,z’) e X' x Rfi (z,2") € Q’bi(ai)}.

Denote S, =[], 5"

icl Za;”
To propose a convex reformulation of joint chance-constraint , we start

with the deterministic reformulation (6.15)). Therefore, the constraint (7) of (6.15])

can be written as

2t ||| <b, VE=1,2,... K. (6.16)

We use a change of variables technique under logarithmic transformation. The
logarithmic transformation is well defined because X* C R}". We transform the
vector 2* € X' into a vector y* € R™, where y;'» = lnx;-, j=12,...,m;. Then,

constraint ((6.16]) can be written as

(ui)Tev" + (2;;)1/2@5(4 fog i —log (1’aik))'1mi+yi <V, Vk=12... K,

, , \T
. 2 ' 7
where 1,,, is an m; X 1 vector of ones, e/ = (eyl, e ,eymi> and

% (z,‘C log o;—log (1—@?’“)) A, +y*
e

7 1
o (eé (z}“c log a;—log (1—a:k)>+y§ e% (z}C log a;—log (1—o¢jk ) ) +y;‘ni )

Y )
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Therefore, we have the following deterministic reformulation for (/6.9))

( ; i ; 1 zi log a;—lo lfoii A, +yt .
(i) (ui)Tev + (2;)1/262( tiosocios (107" ) )t < b,
Qb () = K (6.17)
b (ii) Yz =1
k=1
| (iii) 2, >0, Vk=1,2,...,K,.
Let Y = {yZ € R™ | yi = Inal, o' = (af,--- ,2i, )", o' € X’}. The set

Y is an image of X* under logarithmic function. Since, the logarithmic function
is continuous and X' is a compact, Y is also compact set. The convexity need
not to be preserved under logarithmic transformation. We consider the set X*
for which the set Y? remains convex. Such sets indeed exists.

The reformulation of feasible strategy set Sfl of player i, i € I, is given by

S, ={Ww,#) ey xRS

(', 2') € O, () }.

Assumption 6.5. For eachi € I and k =1,2,..., K;, all the components of &
and pi. are non-negative.

Under Assumption ﬁ, we show that the set g& is convex. It is enough to
show that the constraint (i) of QY (a;) is convex.

Lemma 6.8. Let f : X — Y be a nonincreasing concave function, g : Z — X be
a convex function. Then we have that f(g) : Z — Y is a concave function.

Proof. To show that f(g) is a concave function, it is enough to show that the
second order derivative of f(g) is nonpositve. The second order derivative of f(g)
can be written as

f"(9)g)* + f'(9)g".
Since f is nonincreasing and concave, g is convex, we have f”(g) <0, f'(g) <0
and ¢g” > 0. Therefore, f"(9)(¢")*+ f'(9)g" < 0, which means f(g) is concave. []
With Lemma we can deduce the following lemma:

Lemma 6.9. For each i € I, let the conver set X' C R be such that Y is a

conver set. Let Assumption holds. Then, the set §&1, 1 € I, is a convex set
for all o; € [0,1] .

. L 2iloga;—lo 1—044C Lgn, +yt
Proof. Fix i € I. Then, ((E}f)lﬂﬁ(lc ¢ g( ' )> Zﬂ/) is an m; x 1

vector. Since log (1 — p) is decreasing and concave with respect to p and ozf’Zc is
convex with respect to 2%, from Lemma , we have that log <1 — af}“> is concave

with respect to z;. Each component of the vector is a linear combination of the
convex functions where the coefficients are nonnegative. The norm is a convex
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function and it is also a nondecreasing function when the arguments are nonnega-

1( i 2}, i
. L. . S 1/2 7(219 log a;—log (1_0‘1' ))-]lmi+y
tive. Therefore, The composition function |[(3}) /2 ¢

T

is a convex function. The term (u})"e? is a convex function because pj, > 0.

Hence, the constraints

(MZ)Teyi n (22)1/2 6% (z; log o;—log (1—af’€)>-1mi+yi - b;w v Lo K.

are convex. It is easy to see that the other constraints of §i(ai) are convex.
Therefore, S, is a convex set. O

Then, with the same proof statement of Theorem [6.2] we get the following
theorem about existence of Nash equilibnum:

Theorem 6.8. Consider an n-player non-cooperative game where the payoff func-
tion of player i, i € I, satisfies the Assumptions and[6.4 The stochastic lin-
ear constraints of each player are jointly satisfied with at least a given probability
a; € [0,1] and uncertainty set D; defined as (6.14). The mean vectors pt and
the covariance matrizes ¥t in (6.14)) satisfy Assumption . Then, there always
exists a Nash equilibrium for a chance-constrained game for all o € [0, 1]".

6.4.3 Moments based uncertainty set II

In this section, we consider the case that the uncertainty sets D;, ¢ € I are all

defined as

E[A] =ut, k=1,--- K,
Dy = Fi| El(AL — pg)(A4] — p)T] < S}, k=1, K, (6.15)
Ay, and A} are independent when k # j

In this case, from [21I], we have the following deterministic reformulation for
distributionally robust joint chance-constraint

Qp, () =

: 7Kz’-
(6.19)
The reformulation of feasible strategy set S& of player i, ¢ € I, is given by

St = {(xi,zi) € X' xRY | (2, 2)) € QiDi(ai)}.
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Denote S, = [],c; S5, which is same with the case in subsection [6.4.2] Then, the
existence of Nash equilibrium is exactly same with the case in subsection [6.4.2]

Theorem 6.9. Consider an n-player non-cooperative game where the payoff func-
tion of player i, © € I, satisfies the Assumptions and[6.4 The stochastic lin-
ear constraints of each player are jointly satisfied with at least a given probability
a; € [0,1] and uncertainty set D; defined as (6.20). The mean vectors pt and
the covariance matrizes ¥t in (6.14)) satisfy Assumption . Then, there always
exists a Nash equilibrium for a chance-constrained game for all o € [0, 1]".

6.4.4 Moments based uncertainty set III

In this section, we consider the case that the uncertainty sets D;, ¢ € I are all
defined as

i i (yiy—1 i i i
(E[A@] - Mk) (Zk> , (E[A}] - :U{k) <Y k=1 K
Di = q Fi| E[(Af — ) (A — 1)) 2 aZy, k=1, K; (6.20)
Ay and Aj are independent when k # j

By applying the Corollary 4 in Yang and Xu [103], we have the following de-

terministic reformulation for distributionally robust joint chance-constraint

4 z;c

(i) ks (Qi S8) + —— v+ ()
1 —a”
+\/k_1 (22)1/2‘7:1 §b27Vk:17277Kl

Qp, (@) = { (i) ( %T _% ) =0, (6.21)

The reformulation of feasible strategy set ngi of player i, ¢ € I, is given by
Sl o= {(a:i,zi,ri,Qi) € X' x REV x RE X SIS | (2,240, Q) € Qh(%)}

Here, Sy denote the set of semidefinite matrixes. Denote S, = [],; 5% .

To propose a convex reformulation of joint chance-constraint , we start
with the deterministic reformulation (6.21]). Therefore, because of the nonnega-
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tivity of 7%, the constraints (i) and (iz) of (6.21])) can be written as

%

S Zk ) .
() k2 {Qh ) + —— + (1) "X
1 —a”
iN1/2 i < () il — e .
(Zk) Xkl < by (Tk) , VE=1,2, , K (6.22)

We use a change of variables technique under logarithmic transformation. The
logarithmic transformation is well defined because X* C R}". We transform the
vector #' € X* into a vector y* € R™, where y§ = lnxé», ji=1,2,...,m;. And
ri = %, xi = ek, where k = 1,2,---, K;. Therefore, we have the following
deterministic reformulation for (6.9))

( azzi

(i) ko - (Q1, 0 + 1 L (ph) e

%k

)

+ Ve ||(E) || < e, VR =1,2,-- K,
X2 eﬁi?
- .. k -
e = T = 0, (6.23)

k
((v) 2, >0, Vk=1,2,--- , K,

Let Vi = {yl e R™ y§ = lnxé, rt = (2}, ,xfni)T, b € XZ}, The

reformulation of feasible strategy set S}l of player i, ¢ € I, is given by

Si = {(yi,zi,fyi,ﬂi,Qi) € V' xR xRFi xR x S

(yia Zia 7i7 Bia Ql) € @JIDL (az)}
Assumption 6.6. For eachi € I and k =1,2,..., K;, bi are negative.

. . . . . Zi .
Since ﬁ is a convex and increasing function on [0,1) and «;* is convex for

7
z
k
@

Va € [0, 1], from Lemma|6.3] we have that function

17a,k
to zi for Ya € [0,1]. Hence, with Assumptions and , we have every
constraints in @Ei(ai) are convex. Hence, the set S,
all oy €10, 1].
Then, with the exactly the same proof of Theorem [6.2] we get the following
theorem about existence of Nash equilibnum:

is convex with respect

20

1 € I, is a convex set for

i)
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Theorem 6.10. Consider an n-player non-cooperative game where the payoff
function of player i, i € I, satisfies the Assumptions and [6.3. The stochas-
tic linear constraints of each player are jointly satisfied with at least a given
probability «; € [0,1] and uncertainty set D; defined as (6.11). The mean vec-
tors ut and the covariance matrizes Y in (6.11)) satisfy Assumption . And
bl satisfy Assumption . Then, there always exists a Nash equilibrium for a
chance-constrained game for all o € [0, 1]™.

6.5 Conclusion

In this chapter, we modeled an n-player non-cooperative game with continu-
ous strategy sets containing stochastic linear constraints by chance constrained
problem. And the row vectors in chance constraints of each player are pairwise
independent. We considered the existence of Nash equilibrium for the chance
constrained stochastic game in three cases: normal distribution, elliptical distri-
bution and distributionally robustness, respectively. Under certain conditions we
showed the existence of Nash equilibrium for this stochastic game in all above
three cases, respectively.

The work about stochastic games with normal distribution correrponds to the
reference [82].
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Chapter 7

Conclusions and Prospects

7.1 Conclusions

Chance constrained problem was first introduced in 1959 [I7]. Since then the
theory and applications of chance constrained problem have been developed. Up
to now, there are still some important issues about chance constrained problems
unsolved. Therefore, the topics around the theory and applications of chance
constrained problem are still attractive. Based on the above statements, this
dissertation has been dedicated to addressing the chance constrained problems
and their applications. And the following research results were obtained:

(1) In Chapter 3, we reviewed the work about geometric programs with joint
chance constraints, where the stochastic parameters are normally distributed and
independent of each other. As an extension, we considered a joint rectangular
geometric chance constrained programs under elliptical distribution with inde-
pendent components. By using the standard variable transformation, we derived
a convex reformulation of rectangular geometric chance constrained programs. As
there was a quantile function of elliptical distribution in the reformulation which
is nonelementary, we proposed new tight convex approximations based on the
variable transformation together with piecewise linear approximation method.

(2) In Chapter 4, we developed upper bounds for linear individual and joint
chance constrained problems with independent matrix vector rows. The uncer-
tainty was considered in the coefficient matrix. The deterministic approximations
of probability inequalities were based on the one-side Chebyshev inequality, Cher-
noff inequality, Bernstein and Hoeffding inequalities. We derived various sufficient
conditions related to the confidence parameter value under which the aforemen-
tioned approximations are convex and tractable. The approximations could be
computed under different assumptions: more specifically Chebyshev inequality
requires the knowledge of the first and second moments of the random variables
while Bernstein and Hoeffding ones, their mean and support. On the contrary,
Chernoff inequality required only the moment generating function of the random
variables. Approximations based on piecewise linear and tangent were also pro-
vided in order to reduce further the computational complexity of the problem.
Finally, numerical results on randomly generated data were discussed.

(3) In Chapter 5, we considered a mixture distribution based data-driven un-
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certainty set which can characterize higher order moments information. When we
can only estimate the proposed uncertainty set from data, we proposed a date-
driven approach, which is based on confidence region for higher order moments.
Such a data-driven uncertainty set can more efficiently match non-Guassian char-
acters of real random variables. Then, we used the proposed data-driven mixture
distribution based uncertainty set in a distributionally robust individual linear
chance constrained problem. We showed that, under certain conditions of param-
eters, the distributionally robust chance constrained problem can be reformulated
as a convex programming problem, with the data-driven mixture distribution
based uncertainty set. As the convex equivalent reformulation contains a quan-
tile function, we further proposed two approximations leading to tight upper and
lower bounds. Moreover, under much weaker conditions, we showed that, the
distributionally robust chance constrained problem can be reformulated as a DC
programming problem. We proposed a sequence convex approximation method
to find a tight upper bound, and used relax convex approximation method to find
a lower bound.

(4) In Chapter 6, we considered an n-player non-cooperative game with contin-
uous strategy sets. We investigated the case where the strategy sets are stochas-
tic in nature. We assumed that the strategy set of each player contains a set of
stochastic linear constraints. We formulated the stochastic linear constraints of
each player as a joint chance constraint. We assumed that the row vectors of
the matrix defining stochastic linear constraints are independent and each row
vector follows a multivariate normal distribution. Under certain conditions, we
proposed a new convex reformulation for the joint chance constraints in this case.
We showed that there always exists a Nash equilibrium of such a chance con-
strained game if the payoff function of each player satisfies certain assumptions.

7.2 Prospects

In this dissertation, we discuss some research fields about chance constrained
problems; including chance constrained stochastic games, bounds for chance con-
straints, joint rectangular geometric chance constrained programs and data-driven
chance constrained problems. However, there are still some open issues and future
works about chance constrained problems worth studying:

(1) In Chapter 3, we reformulated a joint rectangular geometric chance con-
strained programs under elliptical distribution with independent components and
certain conditions about parameters. Therefore, finding tight convex approxima-
tions with weaker conditions or under other distributions, such as the generalized
hyperbolic distributions, are still open questions for joint rectangular geometric
chance constrained programs.

(2) In Chapter 4, we developed upper bounds for linear individual and joint
chance constrained problems with independent matrix vector rows. Then, propos-
ing a bound for joint chance constrained problem with dependent matrix vector
rows is an interesting issue. What’s more, another future work will be devoted on
the application of the bounds addressed in Chapter 4 to more general stochastic
optimization problems with chance constraints.
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(3) In Chapter 5, we focused on a data-driven robust chance constrained
problem. The proposed approaches in Chapter 5 just focus on the individual
linear chance constraints. Therefore, application for practical problems of our
approaches is limited. Different approaches for joint nonlinear chance constrained
problems still have not been proposed. A further research topic is how to apply
our approaches to data-driven robust joint nonlinear chance constrained prob-
lems.

(4) In Chapter 6, we discuss the existence of Nash equilibrium with certain
conditions under elliptical distribution and distributionally robust framework.
How to characterize the Nash equilibria under elliptical distribution and distri-
butionally robust framework still needs to be solved. In addition, proving Nash
equilibrium with weaker conditions or under different distributions, such as gen-
eralized mixture distributions, is also an open question.
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Résumé : Lincertitude est une propriété naturelle
des systemes complexes. Les paramétres de certains
modeéles peuvent étre imprécis ; la présence de per-
turbations aléatoires est une source majeure d’incerti-
tude pouvant avoir un impact important sur les perfor-
mances du systeme. Loptimisation sous contraintes
en probabilités est une approche naturelle et large-
ment utilisée pour fournir des décisions robustes dans
des conditions d’'incertitude. Dans cette theése, nous
étudierons systématiquement les problémes d’optimi-
sation avec contraintes en probabilités dans les cas
suivants :

En tant que base des problémes stochastiques, nous
passons d’'abord en revue les principaux résultats
de recherche relatifs aux contraintes en probabi-
lités selon trois perspectives: les problemes liés a
la convexité en présence de contraintes probabi-
listes, les reformulations et les approximations de ces
contraintes, et les contraintes en probabilités dans le
cadre de I'optimisation distributionnellement robuste.
Pour les problémes d’optimisation géométriques sto-
chastiques, nous étudions les programmes avec
contraintes en probabilités géométriques rectangu-
laires jointes. A l'aide d’hypothéses d’'indépendance
des variables aléatoires elliptiquement distribuées,
nous déduisons une reformulation des programmes
a contraintes géométriques rectangulaires jointes.
Comme la reformulation n’est pas convexe, nous
proposons de nouvelles approximations convexes
basées sur la transformation des variables ainsi que
des méthodes d’approximation linéaire par morceaux.
Nos résultats numériques montrent que nos approxi-
mations sont asymptotiguement serrées.

Lorsque les distributions de probabilité ne sont pas
connues a l'avance ou que la reformulation des
contraintes probabilistes est difficile a obtenir, des
bornes obtenues a partir des contraintes en pro-
babilités peuvent étre trés utiles. Par conséquent,
nous développons quatre bornes supérieures pour
les contraintes probabilistes individuelles, et jointes
dont les vecteur-lignes de la matrice des contraintes
sont indépendantes. Sur la base de linégalité uni-
latérale de Chebyshev, de l'inégalité de Chernoff, de
l'inégalité de Bernstein et de l'inégalité de Hoeffding,
nous proposons des approximations déterministes
des contraintes probabilistes. En outre, quelques
conditions suffisantes dans lesquelles les approxima-
tions susmentionnées sont convexes et solvables de
maniere efficace sont déduites. Pour réduire davan-

tage la complexité des calculs, nous reformulons les
approximations sous forme de probléemes d’optimisa-
tion convexes solvables basés sur des approximations
linéaires et tangentielles par morceaux. Enfin, des
expériences numériques sont menées afin de montrer
la qualité des approximations déterministes étudiées
sur des données générées aléatoirement.

Dans certains systemes complexes, la distribu-
tion des paramétres aléatoires n'est que partiel-
lement connue. Pour traiter les incertitudes com-
plexes en termes de distribution et de données
d’échantillonnage, nous proposons un ensemble d’in-
certitude basé sur des données obtenues a par-
tir de distributions mixtes. Lensemble d’incertitude
basé sur les distributions mixtes est construit dans
la perspective d’estimer simultanément des moments
d’ordre supérieur. Ensuite, a partir de cet ensemble
d’incertitude, nous proposons une reformulation du
probléme robuste avec contraintes en probabilités
en utilisant des données issues d’échantillonnage.
Comme la reformulation n’est pas un programme
convexe, nous proposons des approximations nou-
velles et convexes serrées basées sur la méthode
d’approximation linéaire par morceaux sous certaines
conditions. Pour le cas général, nous proposons une
approximation DC pour dériver une borne supérieure
et une approximation convexe relaxée pour dériver
une borne inférieure pour la valeur de la solution opti-
male du probléme initial. Nous établissons également
le fondement théorique de ces approximations. En-
fin, des expériences numériques sont effectuées pour
montrer que les approximations proposées sont pra-
tiques et efficaces.

Nous considérons enfin un jeu stochastique a
n joueurs non-coopératif. Lorsque I'ensemble de
stratégies de chaque joueur contient un ensemble de
contraintes linéaires stochastiques, nous modélisons
les contraintes linéaires stochastiques de chaque
joueur sous la forme de contraintes en probabilité
jointes. Pour chaque joueur, nous supposons que
les vecteurs lignes de la matrice définissant les
contraintes stochastiques sont indépendants les unes
des autres. Ensuite, nous formulons les contraintes en
probabilité dont les variables aléatoires sont soit nor-
malement distribuées, soit elliptiquement distribuées,
soit encore définies dans le cadre de I'optimisation
distributionnellement robuste. Sous certaines condi-
tions, nous montrons I'existence d'un équilibre de
Nash pour ces jeux stochastiques.

Université Paris-Saclay
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Abstract : Chance constrained optimization is a natu-
ral and widely used approaches to provide profitable
and reliable decisions under uncertainty. And the to-
pics around the theory and applications of chance
constrained problems are interesting and attractive.
However, there are still some important issues re-
quiring non-trivial efforts to solve. In view of this,
we will systematically investigate chance constrained
problems from the following perspectives.

As the basis for chance constrained problems, we
first review some main research results about chance
constraints in three perspectives: convexity of chance
constraints, reformulations and approximations for
chance constraints and distributionally robust chance
constraints.

For stochastic geometric programs, we formu-
late consider a joint rectangular geometric chance
constrained program. With elliptically distributed and
pairwise independent assumptions for stochastic pa-
rameters, we derive a reformulation of the joint rec-
tangular geometric chance constrained programs. As
the reformulation is not convex, we propose new
convex approximations based on the variable trans-
formation together with piecewise linear approxima-
tion methods. Our numerical results show that our ap-
proximations are asymptotically tight.

When the probability distributions are not known in ad-
vance or the reformulation for chance constraints is
hard to obtain, bounds on chance constraints can be
very useful. Therefore, we develop four upper bounds
for individual and joint chance constraints with in-
dependent matrix vector rows. Based on the one-
side Chebyshev inequality, Chernoff inequality, Bern-
stein inequality and Hoeffding inequality, we propose
deterministic approximations for chance constraints.
In addition, various sufficient conditions under which
the aforementioned approximations are convex and
tractable are derived. To reduce further computatio-
nal complexity, we reformulate the approximations as

tractable convex optimization problems based on pie-
cewise linear and tangent approximations. Finally, ba-
sed on randomly generated data, numerical experi-
ments are discussed in order to identify the tight de-
terministic approximations.

In some complex systems, the distribution of the ran-
dom parameters is only known partially. To deal with
the complex uncertainties in terms of the distribution
and sample data, we propose a data-driven mixture
distribution based uncertainty set. The data-driven
mixture distribution based uncertainty set is construc-
ted from the perspective of simultaneously estimating
higher order moments. Then, with the mixture distribu-
tion based uncertainty set, we derive a reformulation
of the data-driven robust chance constrained problem.
As the reformulation is not a convex program, we pro-
pose new and tight convex approximations based on
the piecewise linear approximation method under cer-
tain conditions. For the general case, we propose a
DC approximation to derive an upper bound and a re-
laxed convex approximation to derive a lower bound
for the optimal value of the original problem, respec-
tively. We also establish the theoretical foundation for
these approximations. Finally, simulation experiments
are carried out to show that the proposed approxima-
tions are practical and efficient.

We consider a stochastic n-player non-cooperative
game. When the strategy set of each player contains
a set of stochastic linear constraints, we model the
stochastic linear constraints of each player as a joint
chance constraint. For each player, we assume that
the row vectors of the matrix defining the stochastic
constraints are pairwise independent. Then, we for-
mulate the chance constraints with the viewpoints of
normal distribution, elliptical distribution and distribu-
tionally robustness, respectively. Under certain condi-
tions, we show the existence of a Nash equilibrium for
the stochastic game.
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