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Abstract This paper deals with two person zero-sum semi-Markov games with a
possibly unbounded payoff function, under a discounted payoff criterion. Assuming
that the distribution of the holding times H is unknown for one of the players, we
combine suitable methods of statistical estimation of H with control procedures to
construct an asymptotically discount optimal pair of strategies.
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1 Introduction

This paper concerns two-person zero-sum semi-Markov games (SMGs) in Borel
spaces, with a possibly unbounded payoff function, under a discounted payoff cri-
terion. The game can be formulated as follows: there are two players with opposite
objectives. If at the nth decision epoch, the game is in the state x,, = x, then the play-
ers independently of each other choose actions a,, = a and b,, = b, and the following
happens: the game remains in the state x during a nonnegative random time §,,+1 with
distribution H, and a payoff r is generated which represents a reward for player 1 and
a cost for player 2; moreover, the game jumps to a new state x,+1 = y according to
some transition law. Once the transition to the state y occurs, the process is repeated.
Payoff accumulates throughout the evolution of the game and, the goal of each player
is to optimize the total discounted payoff.
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The class of zero-sum SMGs we are interested in is when the distribution H of the
holding (or sojourn) times is known by player 1 but unknown by player 2. In addition,
as usual, we suppose that the payoff » is the sum of an immediate payoff imposed at
the moment when the players choose their decisions, plus a payoff rate imposed until
the transition to a new state of the game occurs. In this context, at the time of the
nth decision epoch 7, when the game is in state x, = x, player 1 may choose the
action a, = a in a standard way, whereas player 2, before choosing the action b,
must implement a statistical estimation method to obtain an estimate H, of H, and
then selects an action b = b, (H,,).

The actions applied by players at the decision epochs, are selected according to
rules known as strategies. Hence, our main contribution in this paper is the following.
Assuming that the game model satisfies sufficient conditions for the existence of
the value of the game and for the existence of a solution to the Shapley equation,
a suitable estimation method of H is used by player 2 to construct a discounted
optimal pair of strategies (JT,:, rrf) for players 1 and 2. However, since the discounted
payoff criterion depends heavily on the decisions selected at the first stages (precisely
when the information about the distribution H is deficient), we cannot ensure, in
general, optimality of the pair (ni , nf). Therefore, the optimality will be analyzed in
an asymptotic sense motivated by the paper of Schil [21] (see also [6]) for Markov
control processes.

A key point to obtain the statistical estimation process for player 2 is to assume that
H does not depend on the state-actions triplets (x, a, b). This condition is necessary
to get independent observations of the holding time variables during the evolution of
the system, and so with them construct an estimator of H. This assumption might be
strong for some semi-Markov game models, however it is satisfied, for instance, in a
class of storage systems (see Sect. 6).

The study of zero-sum stochastic Markov games was started by L. Shapley [22],
and several extensions of that work have been proposed. In particular, related papers
on semi-Markov games are [10, 11, 15, 17, 18, 24], in which the distribution H is
supposed to be known for both players. To the best of our knowledge, there are no
works dealing with semi-Markov games in the context of our paper.

Moreover, SMGs with discounted payoff criterion, can be considered as an exten-
sion of semi-Markov control processes (one player) with discounted reward criterion
which have been studied, mainly, in [1, 12-14, 16, 20]). In particular, in [16] we an-
alyze the case when the holding times distribution is unknown for the controller, and
as far as we know it was the first work dealing with this kind of problems.

As would be expected, some basic ideas of semi-Markov control processes can be
adapted, in a straightforward way, to SMGs. However, the essential points have an
independent development. For instance, to show the existence of optimal strategies
for the players we must analyze minimax and maximin equations, and ensure the
interchange of minimum and maximum in the corresponding optimality equation. In
our work this procedure is combined with an estimation scheme of the holding times
distribution implemented by player 2.

Recent works studying continuous-time stochastic games are, for instance, [3-5]
which deal with games for (continuous-time) Markov chains. In that class of games,
the times between consecutive decision epochs §, are exponentially distributed ran-
dom variables and the players can select their actions continuously in time. These
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facts represent the main differences with the semi-Markov games where the distribu-
tion of the random variables §,, can be arbitrary and the players select their actions at
the transition times.

The remainder of the paper is organized as follows: in Sect. 2, we introduce the
semi-Markov game model we will be dealing with, and in Sect. 3 we introduce the
performance criterion. The main result is stated in Sect. 4 and the proof is given in
Sect. 5. Finally, in Sect. 6 we present an example of a storage system satisfying all
the hypotheses of the paper.

Notation Given a Borel space X (that is, a Borel subset of a complete and separable
metric space) its Borel sigma-algebra is denoted by B(X), and “measurable”, for
either sets or functions, means “Borel measurable”. Given a Borel space X, we denote
by P(X) the family of probability measures on X, endowed with the weak topology.
Let X and Y be Borel spaces. Then a stochastic kernel y(dx | y) on X given Y is a
function such that y (- | y) is a probability measure on X for each fixed y € ¥, and
y(B | -) is a measurable function on Y for each fixed B € B(X). In addition, we
denote by P(X | Y) the family of stochastic kernels on X given Y.

2 Semi-Markov Game Model

We consider a two-person semi-Markov game model of the form
GM :=(X,A,B,K4,Kp, 0,H,D,d), @)

where X is the state space, A and B are the action spaces for players 1 and 2, respec-
tively. The sets X, A and B are assumed to be Borel spaces and K4 € B(X x A)
and Kp € B(X x B) are the constraint sets. For every x € X, we define the sets
A(x):={ae€e A:(x,a) e Kq} and B(x) :={b € B : (x,a) € Kg}, whose elements
are the available actions for player 1 and player 2 in state x, respectively. The set
K={(x,a,b):x € X, a € A(x), b € B(x)} of admissible state-actions triplets is
assumed to be a Borel subset of the Cartesian product X x A x B. The transition
law Q(-|-), is a stochastic kernel on X given K, and H (- | x, a, b) is the distribution
function of the holding time at state x € X when the actions a € A(x) and b € B(x)
are chosen, which is known by player 1 but unknown by player 2. Finally, the pay-
off functions D and d are possibly unbounded and measurable real-valued functions
on K.

The game is played as follows: If at time of the nth decision epoch, the state of the
game is x, = x, and the actions chosen by player 1 and 2 are a, =a € A(x) and b =
b,(H,) € B(x), then the game remains in the state x during a nonnegative random
time 8,41 with distribution H, and the following happen: (1) player 1 receives an
immediate reward D (x, a, b) while player 2 incurs an immediate cost D(x, a, b); (2)
the game jumps to a new state x,4+1 = y according to the transition law Q(- | x, a, b);
and (3) a reward rate (cost rate) d(x, a, b) for player 1 (player 2) is imposed until
the transition occurs. Once the transition to state y occurs, the process is repeated.
Thus, the goal of player 1 is to maximize his/her reward, whereas that of player 2 is
to minimize his/her cost.
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Observe that the decision epochs are T, :=T,,_1 + 8, forn e N:={1,2, ...}, and
To = 0. The random variable §,, 11 = T,,+1 — T, is called the sojourn or holding time
at stage n.

Remark 2.1 (a) We shall assume that the payoffs are continuously discounted. That
is, for a given discount factor @ > 0, a payoff R incurred at time ¢ is equivalent to a
payoff R exp(—at) at time 0. In this sense, the one-stage reward for player 1 and cost
for player 2 takes the form:

oo pt
r(x,a,b):=D(x,a,b)+d(x,a, b)/ / exp(—as)dsH(dt | x,a,b),
o Jo
(x,a,b) e K. 2)
Hence, the function r is also unknown for player 2 (since r depends on H which is
unknown for player 2).
(b) In addition, we will suppose that the distribution H is independent of the ad-

missible state-actions triplets (x, a, b) € K and it has a density p. That is, there exists
a distribution function G (unknown) with a density p such that

t
H(t|x,a,b)=G(t)=/ po)ds VY(x,a,b)eK, t>0.
0

Now, defining

Ay = [ooexp(—as)p(s)ds 3)
0

and

Ty 1= , 4
it follows that the payoff function (2) takes the form

r(x,a,b)=D(x,a,b)+ t4d(x,a,b), (x,a,b)ekK. (®)]

Assumption 2.2 There exist ¢ € (1,2) and a measurable function p : [0, 00) —
[0, 00) such that p € L,([0, 00)), p(s) < p(s) almost everywhere with respect to
the Lebesgue measure, and

/oo(,é(s))ziqu < 00.
0

For example, if 5(s) := M’ min{l, 1/s1+’}, s € [0, 00), for some r > 0, then there
are plenty of densities that satisfy Assumption 2.2.

We define the spaces of admissible histories of the game up to the nth decision
epoch by Hp := X, and H,, := (K x R;)" x X for n € N. A typical element of
H,, is written as h, = (xo, @, bo, 81, -+, Xn—1, An—1, bn—1, n, Xn). A strategy for
player 1 is a sequence 7! = {r,'} of stochastic kernels 7! € P(A | H,) such that
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JT,{ (A(xp) | hy) =1 for all h, € H,, and n € N. We denote by IT' the set of all strate-
gies for player 1. A strategy ! = {71,}} for player 1 is called stationary if there exists
f € P(A| X) such that f(x) € P(A(x)) and JT,} = f for all x € X and n € N. In this
case, we identify 7! with f, i.e., 7! = f = {f, f,...}. We denote by H}g the set of
all stationary strategies for player 1.

The sets I1> and H% of all strategies and all stationary strategies, respectively, for
player 2, are defined similarly.

Let (2, %l) be the canonical measurable space that consist of the sample space
Q = (K x M4)*® and its product o-algebra 2. Then for each pair of strategies
(711 , 712) € I! x I1? and each initial state x € X, there exist a probability measure

12
PT ™" and a stochastic process {(X,, dn, by, 8,41)}, n=0,1,..., where x,, a,, b,
represent the state and the actions for player 1 and 2, respectively, at the nth deci-
sion epoch, whereas 8,4+ represents the time between the nth and (n + 1)th decision

1.2 12
epoch. E7 " denotes the expectation operator with respect Py '™ . We note that by
Remark 2.1(b), the distribution of §,, (n =1, 2,...) is independent of the strategies
7! and 72 and
t

PrTs, <i]= / p(s)ds. ©)
0

Assumption 2.3 There exist € > 0 and > 0 such that

0
/ p(s)ds <1—e.
0

Assumption 2.3 ensures that in a bounded time interval there are at most a finite
number of transitions of the process. On the other hand, following similar ideas as in
[23] for semi-Markov control processes, we have that

Ay <1, @)
which in turn yields
Ty < 1/a. 3

Let y be a real number such that A, <y < 1.

Assumption 2.4 (a) For each x € X the sets A(x) and B(x) are compact.

(b) For each (x,a,b) € K, r(x, -, b) is upper semi-continuous (u.s.c.) on A(x),
and r(x, a, -) is lower semi-continuous (l.s.c.) on B(x).

(c) There exist a measurable function Wy : X — [1, co) and positive constants ¢,
p > 1, dy < o0, and, By < 1 such that

max{|D(x, a. )|, [d(x, @, )]} < EoWo(x),
and
/XWO’J(y)Q(dyu,a,b) < BoW. (x) + do, ©)

for all (x,a, b) € K.
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(d) For each (x,a,b) € K and each bounded measurable function v on X, the
functions

al—)/v(y)Q(dy|x,a,b) and bl—)/v(y)Q(dy|x,a,b) (10)
X X

are continuous on A(x) and B(x) respectively. In addition, (10) holds when v is
replaced with Wy.

Remark 2.5 (a) Applying Jensen’s inequality to (9) yields
/ Wo(»)Q(dy | x,a,b) < p'Wo(x) +d, forall (x,a,b) €K, (1D
X

where ' = ,33/ Pandd = dol/ P Moreover, a consequence of both inequalities (9) and
(11)1s (see [2, 7]):

sup ET 7 [WE (x,)] <00 and  sup ET 7 [Wo(x,)] < o0,
n>0 n>0
for each pair (L) el! xM?and x € X.

(b) Using similar arguments to those used in the proof of Proposition 8.3.4 and
Remark 8.3.5(a) in [7] we can prove that Assumption 2.4 implies the existence of a
measurable function W : X — [1, oo) and positive constants k, ¢ and 8, such that
By < 1l andforall (x,a,b) €K,

1) W(x) < kWo(x);

(i) max{|D(x,a, b)|, |d(x,a, b)|} < c1 W (x);

(iii) [y W) Q(dy | x,a,b) < BW (x).

Thus, by (i) we have

sup ET 7 [WP(x,)] <00 and  sup ET 7 [W (x,)] < o0. (12)

n>0 n>0
(c) From (5), (ii) and (8),
|r(x,a,b)| <cW(x) forall (x,a,b)eK, (13)
where ¢ :=c1(1 + %).

(d) For any probability measures i € P(A(x)) and A € P(B(x)), and any function
u: X — N we write

r(x, u, L) :=/ / r(x,a,b)u(da)r(db)
B(x)J A(x)
and

/u(y)Q(dny,/L,?») = / /u(y)Q(dylx,a,b)u(da))»(db)~
X A)JX

B(x)
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In particular

Q(Dlx, p, 1) 2=/ Q(D|x,a,b)u(da)\(db).

B(x)J A(x)

We denote by B} the normed linear space of all measurable functions u : X — %
with the finite norm |u||w defined as

il = sup e
xeX W(x)

3 Discounted Optimality Criterion

For each pair of strategies (nl, 7[2) and initial state xo = x € X, we define the total
expected a-discounted payoff as

oo
V.l xd) = ET T [Z exp(—aT,)r (xp, an, b,,):|. (14)

n=0

We define the lower and the upper value functions as:

L(x):= sup inf V(x,7',7%), xeX, (15)

xler! m2ell?
and

U(x):= inf sup V(x,nl,nz), xeX. (16)

m2el? 1l
A pair (rr*l, nf) is said to be an optimal pair of strategies if for all x € X,

U(x):= inf V(x,ni,nz) and L(x):= sup V(x,nl,rrf). (17)

2 2
m4ell aler!

If such an optimal pair exists, then U(x) = L(x) for all x € X, and the common
function is called the value of the game and is denoted by V (x). Observe that in this
case V(x) =V (x, n,},nf).

Assumptions 2.3 and 2.4 ensure the existence of a value of the game. More pre-
cisely, from [15] we have:

Proposition 3.1 Suppose that Assumptions 2.3 and 2.4 hold. Then

(a) The game has a value V € B, that is, L(x) = U(x) = V(x) for all x € X.
Moreover, there exists a constant M < oo such that

IVIiw = M/(1 = Aq). (18)
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(b) The value of the game V satisfies, for all x € X,

Voy= sup inf {r(x,u,k)JrAa/V(y)Q(dylx,M,)\)}
weP(A(x)) AP(B(X)) e

= inf  sup {r(x,u,k)JFA“/V(y)Q(dW’M’A)}' )
LeP(B(X)) eP(A(x)) X

(c) There exist f* € P(A(x)) and g* € P(B(x)) such that, for all x € X,

Vo= inf {r(x,f*J)JrAa/V(y)Q(dny,f*,)\)} (20)
X

1€P(B(x))

= sup {r(x,u«,g*)JrAa/ V(y)Q(dylx,/x,g*)}
HEP(A(x)) b

= 118+ B [ VIOl £ @n
X
In addition, (f*, g*) is an optimal pair of strategies.

Remark 3.2 Observe that (19) is equivalent to

su inf  ®(x,u,A)= inf su O(x, 1, r)=0,
MEP(/I\?(X)) LeP(B(x)) H* reP(B(x)) MGIP(./E(X)) H
where
D(x, wu, M) =r(x, m, A) + Aa/ V(y)Qdylx, i, 1) — V(x), (22)
X

for x € X, u € P(A(x)), » € P(B(x)). The optimal pair (f*, g*) (see (21)), satisfies
@ (x, f*, g*) =0. Furthermore, observe that for all x € X

D(x, f5,2) =0 VreP(B(x)) (23)
and

Q(x, i, 8 <0 YueP(A®X)). (24)

These facts motivate the following definition.

Definition 3.3 A pair of strategies (77!, 72) € TI! x I1? is said to be asymptotically
discount optimal if, for each x € X,

1.2
liminf Ex*" ®(xp, an, by) >0 V2 ell?
n—oo

and

1.2
limsup Ex 7 ®(xp, ap, by) <0 Vr'lel.

n—00
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Observe that if (Jrj, nf) is an asymptotically discount optimal pair of strategies,
then, for each x € X,

12
T TS
E. " ®(x,,an,b,) >0 asn— oo.

4 Construction of Strategies

Since all the components of the game model are known to player 1, he/she may con-
struct his/her strategies in a standard way according to relation (20). That is, player 1
can use the value of the game and the Shapley’s equation to calculate his/her strate-
gies. In contrast, the solution to the game given in Proposition 3.1 is not accessible
to player 2, and therefore he/she must combine suitable statistical density estimation
methods of p with control procedures in order to construct his/her strategies.

Let f* € P(A(x)) be a maximizer satisfying (20). We define the strategy nl € 1'[}q
for player 1 as ! = {f*}.

4.1 Construction of Strategies for Player 2
4.1.1 Density Estimation

Recall that for each w € Q, §1(w), d2(w), ..., 5, (w) represent the sojourn times
(observed by player 2) up to the moment of the nth decision epoch. Thus by
Remark 2.1(b) (see (6)), for each (7', 72) € ' x M2 and x € X, 81,87,...,8n
are i.i.d. random variables, defined on @2, with common density p. Let p,(s) :=
0On(s;81,82,...,8,), s € Ny, be an estimator of p such that, for some v > 0,

ET " Np = pall P =0(n™) asn— oo, V(x',7?) e ' x 1%, x e X, (25)
where g and p are as in Assumptions 2.2 and 2.4(c), respectively,and 1/p + 1/p’ = 1.
Examples of estimators satisfying (25) are given, for instance, in [8].

To construct strategies for player 2, we estimate p by the projection p, of g, on
the set of densities D in L, ([0, c0)) defined as follows:

D := {; : ¢ is a density on L ([0, 00)), / exp(—as)¢(s)ds <y,
0

0
f c(s)ds <1—e, ¢(s) < p(s) a.e.}. (26)
0

See Assumptions 2.3 and 2.4 for the constants 8, ¢, and y, and observe that p € D.
The existence (and uniqueness) of the estimator p,, is guaranteed because the set D
is convex and closed in L4 ([0, 00)), which can be easily proved following the ideas
in [2, 9, 16]. In fact, p, € D is the “best approximation” of the estimator 0, on the
set D. That is, for each n € N,

Il on _lan”q 222{) IIs _ﬁn”q- 27
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In addition, denoting
o
Nn :=f lo(s) — pn(s)lds, neN,
0
and letting p’ as in (25), we have

ET TP 1=0(n™") asn— oo, ¥l at) el x 12, xe X.  (28)

Indeed, let M’ < oo such that fooo (p(s))>"9ds < M’ (see Assumption 2.2). Then, for
each n € N, applying Holder’s inequality, we have,

T 2/0 10(5) = ou()] 7" 10(5) — pu(s)] 2 ds

o0 12, roo 12
s(/o |p<s)—pn<s)|2—qu) (/0 |p<s)—pn<s)|’1ds)
00 12/ poo 12

s(/o <2ﬁ(s>)2—qu> (/0 |p<s>—pn<s)|qu)

_ 2 — A 2
< @IM)Y P)|p — pall ¥ < @27 M)' 22972 p — )8,

where the last inequality follows from (27). Hence, (28) follows from (25).
On the other hand, for n € N, let (as in (3) and (4))

Ay = /ooexp(—as),on(s)ds (29)
0

and

T, = . (30)

Observe that A, < 1 which in turn implies that t, < 1/« (see (7) and (8)). Further-
more, for eachn € N,

|Aoc_An|§77n (31)
and
ITg — Tal < 22 (32)
o

4.1.2 Construction of Strategies

We define the sequence {L,} of functions in By, as:
Lo(x) =0;
(33)

Ln(x)z lnf Sup {rn(.x,li,)\.)—FAn/ Ln—](y)Q(dnyvu“a)")}a
LeP(B(x)) pneP(A(x)) X
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forn e N, x € X, where r, is the approximate payoff function (see (5)):

rpn(x,a,b)=D(x,a,b)+t,d(x,a,b), (x,a,b)eK. (34)
Observe that
|r(x,a,b) —r,(x,a,b)| < EaﬂW(x), (x,a,b)eK, neN, (35)
and (see (13))

lrn(x,a,b)| <cW(x), (x,a,b)eK, neN.

Thus, a straightforward calculation shows that, for some constant C»,
|IL,(x)|<CoW(x) VneN, xeX. (36)

On the other hand, it is easy to prove that (following similar ideas to prove the
interchange of inf and sup in (19)) forn e N, x € X,

L,(x)= sup inf {r,,(x,u,)»)+A,,/

Ly (0 Q@dylx, ,A)}. (37)
weP(A(x)) MeP(B(x)) Pl y)0Wdyl|x,

Now, applying standard arguments on the existence of minimizers (see, e.g.,
[7, 12, 19]), under Assumptions 2.3 and 2.4, we have that for each n € N, there exists
gn = g € P(B(x)) such that

L,(x)= sup {rn(x,u,gn)—i-An/ Ln—l(y)Q(dy|vasgn)}v xeX. (38)
HeP(A(x)) X

Observe that the function L,, depends on the observations §(w) := (81 (@), 82(), ...,
Sn(w)), w € Q. Then, in a strict sense, we should have written L, (x, ) and &n )
instead of just L, (x) and g,, respectively. However, for notational convenience we
will keep using the short notation. Therefore, the minimization in (38) is done for
every w € 2.

We define the strategy 72 = {#72} for player 2 by 72 := g, for all n € N, and frg
is any fixed action.

We can now state our main result as follows.

Theorem 4.1 Under Assumptions 2.2-2.4, (ni, 72) is an asymptotically discount
optimal pair of strategies.
S Proof of Theorem 4.1

Throughout the proof, we will repeatedly use the following inequalities. For any
u € By (X),

lu ()| < llullw W (x) (39)
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and
/Xu(y)Q(dy X a,b) < BllullwW (), (40)

for all (x, a, b) € K. The inequality (39) is a consequence of the definition of || - ||w,
whereas (40) follows from (39) and (iii) in Remark 2.5(b).

Lemma 5.1 Suppose that Assumptions 2.2-2.4 hold. Then
lim ET7 |V = L0, =0(™) as n— oo,
n—oo

forevery x € X and (7', 7%) e T1' x T1%.

Proof Let us define the operators

Tu(x):= inf sup {r(x, w,A) + Aa/ u(y)Qdylx, u, A)},
LeP(B(x)) weP(A(x)) X

Tuu(x):= inf sup {"m(x,ﬂ,)t)'FAm,/ u(y)Q(dylx,M,)»)},
1eP(B(X)) eP(A(x)) X

for, m e N, x € X, u € By(X). By Assumption 2.4(c), T and T,, map By (X) into
itself. In [15] it has been proved that T is a contraction operator with modulus SA,.
It can also be proved that for each m € N, T, is a contraction operator with modulus
BA,,. Thus

ITu — Tollw < BAgllu —vlw (41)

and
1Tt — Tuvllw < BAmllu —vlw,

for all u,v € By (X), m € N. Now (see (29)) since A,, <y < 1, we have for all
u,veBy(X),meN,

T — Tuvllw < By llu —vlilw. (42)

Note that from Assumption 2.4 (see Remark 2.5(a)), By < 1.
From (19) and (33),

TV=V and T,L,_1=L,, nelN.
Therefore, from (42), for eachn € N,
IV —Lullw = ITV =T, Vlw + ByIIV — Ln-1llw. (43)

On the other hand, from (18) and (35)

ITV(x)—T,V(x)| < sup sup {Ir(x,u,k) —ra(x, u, A)|
AeP(B(x)) neP(A(x))

1A —An|/XV<y)Q(dy|x,u,A>}
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c M§B
<-4+ mWkx), xeX,neN, (44)
a 1-=A,
which implies
IITV—TnVIIIwian, neN, (45)

where M : +
Comblnlng (43) and (45) we obtain, for each n € N,

1.2 ! 4 1.2 4 / 1.2 /
ET TNV = Lalyy <M{ET ™ [ng |+ (By)P ET 7 ||V_Ln—l||,v)v- (46)

Now, note that from (18) and (36), [ := limsup,,_, o, EX ||V L, ||W < 00.
Hence, since 8y < 1, taking limsup as n — oo in both sides of (46), we obtain,

/

p
1 . ala?r P
= 11— (,3]/)1’/ nlint;lo Ex [nn ]’

which by (28) yields the desired result. U

Proof of Theorem 4.1 For each n € N, we define the function ®,, as (see Remark 3.2)
® (1) =y )+ B [ L QI 1) = La). (@)
X

Let 7! € IT! be an arbitrary strategy for player 1, and let {(x,,a,, g,)} be a se-
quence of state-actions triplets corresponding to application of (!, 7#2). By the def-
inition of the strategy 72 (see (38)) we have, for each n € N,

D, (xp, an, gn) < sup {rn(xm M, gn)+An/ L, 1()Qdy|xn, 1, gn)}
HeP(A(xn)) X

— Ly (xy) =0.
Thus, foreachn € N,

D (xy, an, gn) < ®P(xn, an, gn) — ©u(xn, an, gn)

= sup sup |q>(x}’la H’v)")_@l’l(xn’ﬂa)\')l
LeP(B(xy)) neP(A(xn))

< W(xy) sup[W(@)1™" sup sup [ D(x, pu, A) — Pp(x, u, A
xeX LeP(B(x)) neP(A(x))

(48)

On the other hand, from (22) and (47), (adding and subtracting the term
Ay f V() Q(dy | x, i, A)) and using (39), (40), (18) and (35), we get (see (44) and
(45)), foreachx € X, n e N, u e P(A(x)) and A € P(B(x)),

[PCx, o, 2) — Pp(x, p, A
<Ir(x, p, A) —rp(x, w, M|+ [V (x) — Lp(x)]
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+1Ae —An|/ V(y)Q(dylx,u,?»)JrAn/ V() = Lut 0] Q(dylx, 1)
X X
< My W) + |V = Lallw W) + BIV = Loy lwW ).
Hence, for each n € N,

sup[W()]™' sup  sup [®(x, puA) — Dplx, , M)
xeX reP(B(x)) neP(A(x))

=Min,+ IV = Lullw + BIV = Lu—1llw,
which combined with (48) yields

DX, an, gn) < MinaW(xy) + IV — LyllwW(x,)
+BIV — Lu—1llwW (xn). (49)
Letting M, := supn(Efl’ﬁZWp(xn))l/p < oo (see (12)) and applying Holder’s
inequality in (49), we obtain,
1 22 1 22 / ’ 1 22 / /
E7 7 @ (xp, an. ba) < MaMi(EF " g )VP 4 My(ET 7|V = Lo |I§)'?
1 A2 / ’

+ MaB(ET 7|V = Ly llg) /7 (50)

To conclude, taking limsup as n — oo in (50), Lemma 5.1 and (28) yield

limsup E7 % & (x,, an. by) <0 V' eI,
n—0oo

In addition, from the relation (23) and definition of the strategy ni , we get

1 2
liminf Ex*"" ®(xy, an, by) >0 Vr? e T2,
n—oo

Thus, (ni , %) is an asymptotically discount optimal pair of strategies. O

6 Example

We consider a storage system whose inputs are controlled in the following manner: at
the time when an amount of product M > 0 accumulates for admission in the system,
player 1 chooses a decision a € [a,, 1] =: A (0 < a4 < 1), that represents the portion
of M to be admitted. On the other hand, there is a continuous consumption of the
admitted product, controlled by the player 2. That is, at the time of each decision
epoch, player 2 chooses a number b € [by, b*] =: B (0 < by < b*) which represents
the consumption rate per unit time. Thus, if x, € X := [0, co) represents the stock
level, a, and b, are the decisions of players 1 and 2, respectively, at the time of the
nth decision epoch T}, then the game evolves according to the equation

X1 = (xp +ayM — bn6n+l)+
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with 8,41 :=T41—T, n=0,1,2,...). Itis clear that the distribution of the holding
time 3,41 is independent of (x,, a,, b,), and we assume that §, (n =1,2,...) has
a density p that satisfies Assumptions 2.2 and 2.3. Moreover, the payoff function is
given by

r(x,a,b) :=dbty — Dix — Dra (51)

with d, Dy, D positive constants, and t,, as in (4). We assume that the following is
satisfied

Assumption 6.1 E§; > M/b,.

Let W be the moment generating function of the random variable M — b§, that is:
W(t) = Elexp(t(M — b.$))].

Then, Assumption 6.1 implies ¥'(0) < 0, and since W(0) = 1, there exists A > 0
such that W (1) < 1. In addition, by the continuity of W, we can choose p > 1 such
that

Po :=V(pr) = Elexp(Ap(M — b,8))] < 1.

Note that by the_: description of the system and (51), Assumption 2.4(a), (b) are satis-
fied. Now, let M be a positive constant such that for each x € X,

max{db*, Dix + D} < Me™*,

and define Wy(x) := Me**. Then, for (x, a, b) € K,
/Mpe“’yQ(dy | x,a,b)

()
=f Mpe)np(x—i-aM—bs)*p(s)ds
0

o0
§A7I”P[x+aM—bs§O]+1\_4pe>‘p"/ e PM=D9) 5 (5)ds
0

< M? + W§ (x)E[PM=PD] < MP + W] (x) E[e"? M ~P+0)]
<BoWg (x) + M?.
Thus, Assumption 2.4(c) is satisfied. To verify Assumption 2.4(d), let v be a bounded

measurable function on X, and for every a € A and b € B, let p(,, ;) be the density of
aM — bs. Observe that

aM —y
b

1
p(a,b>(y)=gp< > —oco<y=<aM.

In addition, for each y € R, (a, b) — p(4,p)(y) is continuous on A x B. Then,

/Xv(y)Q(dylx,a,b)=fo vl + ) 1on () dy
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o]

v(0) / Pay )y + f V(x + )Pty )y

—X

[e.0]

v(O)/_ p(a,b)()’)d)’+/() V(Y)Pa,p)(y — x)dy.

Thus by Scheffé’s Theorem,

(a,b)'—>fxv(y)Q(dy|x,a,b)

defines a continuous function on A x B. Finally, replacing v(-) by the function Wy(-)
and using similar arguments, we obtain that Assumption 2.4(d) holds.
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