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Abstract This paper proposes new methods to reduce the uncertain information
embedded in the secondary possibility distribution of a type-2 fuzzy variable. Based on
possibility measure, we define the lower value-at-risk (VaR) and upper VaR of aregular
fuzzy variable, and develop the VaR-based reduction methods for type-2 fuzzy vari-
ables. The proposed VaR-based reduction methods generalize some existing reduction
methods by introducing possibility level parameter in distribution functions. For VaR
reduced fuzzy variables, we employ Lebesgue—Stieltjes (L-S) integral to define three
nth semideviations to gauge the risk resulted from asymmetric fuzzy uncertainty.
Furthermore, we compute the mean values and semideviations of the VaR reduced
fuzzy variables, and derive some useful analytical expressions. The theoretical results
obtained in this paper have potential applications in practical risk management and
engineering optimization problems.

Keywords Type-2 fuzzy variable - Reduction method - Parametric possibility
distribution - Semideviation

1 Introduction

Type-2 fuzzy set was first proposed by Zadeh (1975) to overcome the difficulty of
determining the crisp membership function of a fuzzy set. Since then, type-2 fuzzy
set theory has been well-developed in the literature to handle linguistic and numerical
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uncertainties (Atacak and Bay 2012; Chen 2013; Liu et al. 2012; Liu and Liu 2010;
Ngan 2013; Rajati and Mendel 2013; Wu et al. 2012). Among them, an axiomatic
approach, called fuzzy possibility theory, was developed to handle type-2 fuzziness
(Liu and Liu 2010). In this theory, fuzzy possibility measure, type-2 fuzzy variable,
type-2 possibility distribution and secondary possibility distribution are fundamen-
tal concepts. The authors presented these concepts with the intention of adopting a
variable-based approach to dealing with type-2 fuzziness, which facilitate the use of
modern mathematical tools to investigate fuzzy possibility theory. Some new results
about the arithmetic of type-2 fuzzy variables were given in (Chen and Zhang 2011).

In fuzzy possibility theory, it is required to reduce the uncertain information embed-
ded in the secondary possibility distribution. By reduction methods, some reduced
fuzzy variables are obtained for practical purposes. For example, based on fuzzy
integrals, Qin et al. (2011a,b) proposed the mean value reduction and critical reduc-
tion methods and applied them to fuzzy data envelopment analysis; On the basis of
Lebesgue-Stieltjes integral, Wu and Liu (2012) presented the equivalent value reduc-
tion methods and applied them to portfolio optimization problems. In this paper, we
develop new reduction methods in fuzzy possibility theory. We first define the lower
and upper VaRs of a regular fuzzy variable based on possibility measure. Then, we
develop VaR-based reduction methods for type-2 fuzzy variables. The proposed meth-
ods reduce uncertain information embedded in the secondary possibility distribution,
and retain the most important information in its parametric possibility distributions.
The variables obtained by our reduction methods are referred to as the VaR reduced
fuzzy variables. There are two types of parameters in the possibility distributions of the
VaR reduced fuzzy variables. The first type parameter 6 describes the degree of uncer-
tainty that a type-2 fuzzy variable takes its values, while the second type parameter o
represents the possibility level in the support of a type-2 fuzzy variable. From the geo-
metrical viewpoint, the parameter 6 determines the support’s shape of a type-2 fuzzy
variable, while « determines the location of possibility distribution in the support of a
type-2 fuzzy variable. Given the first type parameter 6, the possibility distributions of
the reduced fuzzy variables run over the entire support of a type-2 fuzzy variable as
the parameter « varies in the unit interval [0, 1]. As a consequence, our VaR reduction
methods generalize the existing reduction methods by introducing the parameter « in
the possibility distribution.

In fuzzy decision systems, mean-risk is a frequently used method for modeling the
choice among uncertain outcomes, which quantifies a risk management problem by
two criteria, mean and risk. Since VaR reduced fuzzy variables have parametric pos-
sibility distributions, the computation about their numerical characteristics like mean
value and deviations is an important issue for research. In this paper, we first compute
the mean values of VaR reduced fuzzy variables. Then, using LS integral, we define
three nth semideviations for VaR reduced fuzzy variables, which are used to gauge
the risk resulted from asymmetric fuzzy uncertainty. For reduced trapezoidal, nor-
mal and gamma fuzzy variables, we derive their useful analytical expressions about
the mean values and semideviations. The theoretical results obtained in this paper
have potential applications in engineering optimization and decision making prob-
lems (Chen et al. 2013; Huang 2012; Li et al. 2013; Liu and Bai 2013; Yang et al.
2013).
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The rest of this paper is organized as follows. Section 2 defines the VaRs of a
regular fuzzy variable by possibility measure, and derives some useful VaR formulas
for common regular fuzzy variables. In Sect. 3, we develop the VaR-based reduction
methods for type-2 fuzzy variables. For common VaR reduced fuzzy variables, Sect. 4
discusses the computation of mean values, and Sect. 5 deals with the computation of
semideviations. Finally, Sect. 6 concludes the paper.

2 Regular fuzzy variables

Let I be an abstract space of generic elements y € I'. An ample field A on I is a class
of subsets of I that is closed under arbitrary unions, intersections, and complement in
", and Pos is a possibility measure defined on A. We refer to the triplet (I", A, Pos)
as a possibility space, in which a regular fuzzy vector is defined as follows:

Definition 1 If (T, A, Pos) is a possibility space, then an m-ary regular fuzzy vector
& =(&,&,...,&,) is defined as a measurable map from I' to the space [0, 1]" in
the sense that for every t = (¢1, f2, ..., ty) € [0, 1], one has

lvel|lép) <ti={yeT &) =t,&y) <t,....&uy) <tn} € A

If m = 1, then £ is called a regular fuzzy variable.

In the following, we first define the VaRs of a regular fuzzy variable by possibility
measure, then derive some useful VaR formulas for common regular fuzzy variables.

Definition 2 The lower VaR of a regular fuzzy variable & with respect to possibility,
denoted by VaR” (£), is defined as

VaRE (&) = inf{x | Pos{€ < x} > a}, )

while the upper VaR of £ with respect to possibility, denoted by VaRY (£), is defined
as

VaR[ (€) = sup{x | Pos{& > x} > a}. ()

The VaRs of a trapezoidal regular fuzzy variable are discussed in the following
theorem.

Theorem 1 Let & be a trapezoidal regular fuzzy variable (ri,ra,r3,rs) with
rp<r<ry<rgandr; €[0,1]fori =1,2,3,4. Then we have

(i) The lower VaR of & is VaRé(é) =r14+a(rp —rp).
(ii) The upper VaR of & is VaRg &) =r4 —a(rg —r3).

Proof We only prove assertion (i), and assertion (i7) can be proved similarly. Accord-
ing to the possibility distribution of &, we have

0, if x<r
Pos{§ < x} = ﬁ, ifri<x<m
1, if x > rp.
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By the definition of VaR{; (&), the value VaRé (&) is the solution of the following
equation

X —ry
—a=0.

rn—ri

Therefore, we have VaRg (§) = r1+a(rp—r1), which completes the proof of assertion

(). O

Corollary 1 Let & be a triangular regular fuzzy variable (r1, r2, r3) withry <ry <r3
andri € [0, 1] fori = 1,2, 3. Then we have

(i) The lower VaR of & is VaRé &) =r1+a@p—r).
(ii) The upper VaR of & is VaRg &)=r3—a(r3 —ry).
Proof The proof of corollary is similar to that of Theorem 1. O

The VaRs of a normal regular fuzzy variable are obtained in the following theorem.

Theorem 2 Let & be a normal regular fuzzy variable with the following possibility
function

(x — w)?

— ). xelo.11,

e(o) = exp ( -

where 0 < . < 1 and o > 0. If we denote a = exp(—u?/20%) and b = exp(—(1 —
w)%/202), then we have

(i) The lower VaR of & is VaRgl‘(g) =u—+-20%Ina, ocla,l).

(ii) The upper VaR of & is VaRg(é) =u++v-202Ina, aclb,l).

Proof We only prove assertion (i), and assertion (i7) can be proved similarly. Accord-

ing to the possibility distribution of £, we have

202
1, if x > pu.

_e=w?)
Pos{55x}=[eXP( ) ifosx<u

By the definition of VaRé (&), we know that VaRé (&) is the solution of the following
equation

(x — w?

752 )—a:O, o €la,1),and0 < x < u.
o

exp(—

Therefore, we have VaROLt (&) = 4 — v/ =202 In . The proof of assertion (i) is com-
plete. O

The following theorem deals with the VaRs of a gamma regular fuzzy variable.
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Theorem 3 Let & be a gamma regular fuzzy variable with the following possibility
distribution

e (x) = (;—r)r exp (r — ;) x € [0, 1],

where r is a positive integer, and 0 < . < 1/r. Ifwe denote c = (1/Ar)" exp(r —1/1),
then we have

(i) The VaRé (&) of & is the solution of the following equation

(;_r)rexp(r—i) —a=0, ael0,I1],x €0, Arr].

(ii) The VaRg (&) of & is the solution of the following equation

X\’ X
(—) exp (r — —) —a=0, ac]|cl],x e[rr1].
Ar A

Proof We only prove assertion (i), and assertion (i7) can be proved similarly. Accord-
ing to the possibility distribution of &, we have

Pos{é < x} = [ ()f_r)rexp(”—f), if 0<x<ar

1, if ar<x<l.

By the definition of VaRé (&), we know that VaRé (&) is the solution of the following
equation

X\ X
(—) exp (r — —) —a=0, ael01],x €][0,Ar],
AT A
which completes the proof of assertion (7). O

3 VaR reduction methods for type-2 fuzzy variables

Let (T, A, Pos) be a fuzzy possibility space (Liu and Liu 2010), and £ a type-2 fuzzy
variable with secondary possibility distribution £ (x). To reduce the uncertain infor-
mation embedded in p £(x), we will give a new representation for regular fuzzy variable
Mg (x). Precisely, we employ the lower and upper VaRs of g (x) as its two representing
values. The method is referred to as the VaR reduction. The variables obtained by the
VaR reduction methods are called the lower and upper VaR reduced fuzzy variables,
and denoted by £~ and &Y, respectively.
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Letr; € M,i = 1,2,3,4withr; < rp < r3 < rg, and u(x) be the following
function

xX—ry :
g if x € [ry, 2]
wx) =11, if x € (r2, r3]
r4—x :
r— if x € (r3, rq].

Then a type-2 fuzzy variable £ is called trapezoidal if its secondary possibility distri-
bution i g (x) is the following regular triangular fuzzy variable

((x) = Oy min{l — p(x), p(x)}, w(x), u(x) + 6, min{l — 2 (x), p(x)})

for any x € [ry, r4], where 6;,60, € [0, 1] are two parameters characterizing the
degree of uncertainty that £ takes the value x, and they may be the functions of x. For
simplicity, we denote the type-2 trapezoidal fuzzy variable £ with the above second
possibility distribution by (71, 72, 73, 74; 67, 6,).

For a type-2 trapezoidal fuzzy variable, its VaR reduced fuzzy variables have the
following parametric possibility distributions.

Theorem 4 Let § = (r1, 12, 73, 74; 01, 6,) be a type-2 trapezoidal fuzzy variable. If
we denote 6 = (0, 0,), then the VaR reduced fuzzy variables & L and & U have the
following parametric possibility distributions

(1 =6+ af)) ==L, if xe[r,132]
(1+91—091);€2—_(r11—¢¥)91r2—r1, if x € (¥’ ]
per (x; 0, @) = L, if x € (r2,13] (3)
_(1+91—a9;r):cj-r(31—a)0/r3+r4’ if x € (r3, #]
(1= 6 + af) 25, if x € (B3, ryl,
(146, —aby) =L, if xe[r, 232]
(1*€r+a9r)rzt(rllfa)9rr2*r|’ if x € (%’ ]
pev (x;60,0) = 1 1, if x € (r2,13] “4)
_(1_9r+a0r2:c:rgl—0l)0rr3+r4’ if x € (r3, %]
(146, — ab,) fi=, if x e (B, ryl.

Proof We only prove Egs. (3), and (4) can be proved similarly. By the supposition of
theorem, the secondary possibility distribution /it g (x) of & is the following triangular
regular fuzzy variable
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X—r1

X—r

X—r1 . X—r
—6; min ,
r—r rp—ri

for any x € [r1, r2], the regular fuzzy variable 1 for any x € [rp, r3], and

rp—Xx
r—ri ’ rn—r ’

r4g—Xx

n—-n

[ x
+6, min [

r4a—x [ ra—x x—mr3
—6; min ,
r4—r3 r4—r3

r4—r3

per(x; 60, a) = Pos{e"

=11,

r4

xX—ri
rn=ri

=_x}

(1 — 6, + af)) =1L

rp—ry’

(14+60;—ab)x—(1—a)0yrp— r1

r—ry’ r2—ri

n—-n

rp—Xx
' n—=ri

r4—x . r4—Xx X—r3
, , +6, min ,
r4—r3 r4—rj3 ra—r3 r4—r3

for any x € [r3, r4]. Since £” is the lower VaR reduction of £, we have

—(1—a)91min{x_” ﬂ} if x €lri,rl

if x € (r, r3]

r4—r3’ rq4—r3

if x €[r,

if x e (232,

=11,

r—ri

=140 —ab)x+(1—a)Or3+ry

if x € (r, r3]

,if x € (r3,

rq—r3

(1 =6+ af)) ==

r4—r3’

which completes the proof of Eq. (3).

if xe€ (%,m],

r1+r2]

2]

r3try +r4 I3trs)

B — (- min [ A5 i x e ()

O

The following example shows that VaR reduction methods generalize equivalent
value reduction methods introduced in (Wu and Liu 2012).

Example 1 Let& = (71, 72, 73, 743 01, 6,) be a type-2 trapezoidal fuzzy variable. If we
denote 6 = (6, 6,),thenthe OEV, PEV and EV reduced fuzzy variables &, & and
&3 have the following parametric possibility distributions

e (x5 0) =

e, (x;0) =

[ 246)(x—r)

2(rp—r1)

(2—6,)x+0,r—2r1

2(rp—r1) ’
17
(—=246,)x—0,r342r4
2(rq—r3) ’
(246,)(ra—x)
2(rq—r3)

[ Q—O0)(x—r1)

2(r2—r1)
(246))x—61ry—2r1
2(r2—r1) ’
17
(=2—=0)x+01r3+2r4
2(ra—r3) >

Q—0p) (ra—x)
2(r4—r3)

if xe[r,232]
if xe (%, ]
if x € (r, r3]

if x e (r3, B3]

if x e (B4, ryl,

if x €[ry, w]

r+r +r2 7]

if x e (132
if x € (r, r3]
if x e (r3, B3]

if x e (B, ),
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[ L=t if x € [ry, 1372]
(4—9r+912‘)z;i;(0;1)91)r2 4r1 if x e (r|+r2 ]

Py (X 0) = 1 1, if x € (ra2, 3]
(—=4+6;, 92)();4 (i) 91)r3+4r4 if x € (r3, %]
Gl oty if x e (B35, ry)

where OEV, PEV and EV are the optimistic equivalent value, pessimistic equivalent
value and equivalent value of a regular fuzzy variable, respectively.

According to Corollary 1 and Theorem 4, the following relations among parametric
possibility distributions hold:

(i) pe (1 0) = pev (x: 0, @) with o = 3.

(i) s, (63 0) = per (x: 0, o) with o = 3.

(i) If 0 < 6, then pugy (x; 0) = pzu (x1 6, @) with o = %.

(iv) If 6 > 6,, then pg, (x; 0) = MEL(X, 0,a) witha = 36&—;;9’

If we denote u(x) = exp(— (xz_g ‘;)2), x € R, then a type-2 fuzzy variable 7 is
called normal if its secondary possibility distribution fi;(x) is the following regular
triangular fuzzy variable

((x) = Oy min{l — p(x), ()}, p(x), p(x) 46, min{l — p(x), u(x)})

for any x € N, where © € N, o > 0, and 6;, 6, € [0, 1] are two parameters character-
izing the degree of uncertainty that 7 takes the value x, and they may be the functions
of x. For simplicity, we denote the type-2 normal fuzzy variable 7 with the above
second possibility distribution by 7i(it, o'2; 6;, 6,).

The parametric possibility distributions of the VaR reduced normal fuzzy variables
are discussed in the following theorem.

Theorem 5 Let 7j = ii(j, 02; 0y, 6,) be a type-2 normal fuzzy variable. If we denote
0 = (0,,0,), then the VaR reduced fuzzy variables n* and nY have the following
parametric possibility distributions

N2
(1= 6 +af)exp (— S5,

ifx<pu—0o+2In2 or x > u+0+/2In2
Pt (X3 0, ) = e)? ®)
1+6 —ab)) exp( S M ) (1 —w)e,

if u—a«/Zan <x<pu+o42In2,
N2
(1+6, —ab)exp(— %),

ifx<pu—0o+2In2 or x > u+0+/2In2
MU (x;60,a) = a—w? (6)
(1 -6, +ab)exp (— SE5) + (1 — )b,

202

if u—0+/2In2 <x <pu+0o+2In2.

@ Springer



Semideviations of reduced fuzzy variables 181

Proof We only prove Egs. (5), and (6) can be proved similarly. By the supposition of
theorem, the secondary possibility distribution fij;(x) of 7 is the following triangular
regular fuzzy variable

(0 (- 52 ) i e (- 52 ) o (2.
(x — M)Z)’

202
exp(—%)+6,min[l—exp(—%),exp(—%)]).

Since n’ is the lower VaR reduction of 7, we have

exp (—

. (x; 0, @) = Pos{n’ = x)

= exp - (x;ﬁ)z)—a—a)e, min {l—exp (- (x;;)z)’ e (x;;)’*’ )}

2
(1—01+a91)exp(—%), if x<pu—0+2In2 or x > p+0+2In2

2
(146, —ab)) exp (—%)— U—a)f), if p—ov/2In2 <x < u+o+/2n2,

which completes the proof of Eq. (5). O

The following example shows that VaR reduction methods generalize mean value
reduction methods defined in (Qin et al. 2011a).

Example 2 Let fj = ii(j, 0°; 0, 6,) be a type-2 normal fuzzy variable. If we denote
6 = (6, 6,), then the E*, E, and E reduced fuzzy variables 7, n, and 13 have the
following parametric possibility distributions

[ #exp (7(12_”"2)2) if x<p—0+2In2 or x > u+o+/2n2
Moy (x5 0) =
" T oxp (- S0) 1 if p—ov2In2 < x < ptov2In2,
x: 6) %exp (—(X;lz)z), if x<pu—0+v2In2 or x > p+o+/21n2
My (X5 =
2 l 2—;91 exp (_(xz;uz)z)_%[’ f 1—oVITT < x < ptoyTTHE.
x: 6) 4+‘i’iﬂq’exp(—()(2_;2’)2), if x<pu—0+v22 or x> pu+0o+2In2
MUz (X3 0) =
’ 040 oxp (— Col) 4 08 iy — /2T < x < p+0y/2In2,

where E*, E, and E represent the upper mean value, lower mean value and mean value
of a regular fuzzy variable, respectively.

According to Corollary 1 and Theorem 5, the following relations among parametric
possibility distributions hold:
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() fhyy (x10) = o (x; 0, @) with e = 3.
(i) pp, (x5 0) = pye (x5 0, o) with o = %

(iii) If 6 < 0y, then fu,, (x; 0) = p,w (x; 0, @) with o = 2%,
(iv) If 6 > 6,, then ), (x; 0) = unL(x; 0,a) witha = 394—;;‘9’.

If we introduce the following three real-valued functions

r1(x; 0p) = r2(x) — 6ymin{l — ra(x), r2(x)},

r(x) = (%)r exp (r — )XC) ,

andr3(x; 6,) = ra(x)+6, min{l—r2(x), r2(x)}, then atype-2 fuzzy variable E is called
gamma if its secondary possibility distribution F (x) is the regular triangular fuzzy
variable (1 (x; 0)), r2(x), r3(x; 6,)) forany x € R+, where A > 0, r is a fixed positive
integer, and 6;, 6, € [0, 1] are two parameters characterizing the degree of uncertainty
that Z takes the value x, and they may be the functions of x. For simplicity, we denote
the type-2 gamma fuzzy variable ¢ with the above second possibility distribution by
y (X, r;0p,0.).

The parametric possibility distributions of the VaR reduced gamma fuzzy variables
are obtained in the following theorem.

Theorem 6 Let . = 7 (A, r; 6, 6,) be a type-2 gamma fuzzy variable. If we denote
= (0, 6,), then the VaR reduced fuzzy variables ¢* and ¢V have the following
parametric possibility distributions

(=01t () e (-~ ) it () exp (r=5) < §
feL(x; 60, @) = (7
146, — (xGZ)(f—r)r xp( %) (1—a)g;, if (%)r exp (r—%) > %,
(146, — ) (55)" exp (r— ). it (55) exp (r—%) < 3
peu(x: 0, @) = ®)
(1= +ab,) (&) exp (r—%)+(1—a)y, if () exp (r—=%) > &

Proof We only prove Egs. (7), and (8) can be proved similarly. By the supposition of
theorem, the secondary possibility distribution F (x) of ¢ is the following triangular
regular fuzzy variable

() oo (2 -omin[1-(2) ew(r—2). (5) ew (D)) (2)
cexp (r- 1), (1) e ()
eoemin (1= () e (). (£) e (- 2)] )
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Since ;L is the lower VaR reduction of E, we have

Her(xs 0,a) = Pos{g“L =x}= (i)r exp (r — %) —(1—-w)b

Ar
. X \" X x X
cmin {1 () e (= 5). (57) ew (=)
_ [ a=b+at (55) exp (r = ), if (35) exp (r=3) < 5
(1+6,—af) () exp (r—2)—(1—)f;, if (&) exp(r—=%) > 1,
which completes the proof of Eq. (7). O

The following example demonstrates that VaR reduction methods generalize critical
value reduction methods introduced in (Qin et al. 2011b).

Example 3 Let £ = 7 (A, r; 6;,6,) be a type-2 gamma fuzzy variable. If we denote
6 = (6, 6,), then the CV*, CV,, and CV reduced fuzzy variables ¢, ¢, and ¢3 have
the following parametric possibility distributions

(146,)(55)" exp(r—%) oo x\T x 1

ENEs s (7) exptr =) =5

e (x;0) = 6,-+(1-0)( L) explr—) £ (a . .
[ 140, -0, (&) expr—%) ° ! F) exp(r —3) > 3,

()" exp(r—3) e X\ a1

146, (%) exp(r—1)° it (57)" explr = 3) = 3

P (6 0) = ()" exp(r—5) X\ 1
Ar A 3 X _ X 1

| Ty ee—n: 1 GR) et =) > 5,

(146,)(55)" exp(r—%) e\ x 1

1426, (&) exp(r—2) ’ if (55) exp(r —3) <3

Mgy (x;0) = Br-00(E) =) (o R 1
| 1120 20,(&) expGr—%)" ! (35) expr — ) > 5,

where CV*, CV,, and CV represent the optimistic critical value, pessimistic critical
value and critical value of a regular fuzzy variable, respectively.

Using the functions r(x, 0;), r2(x) and r3(x; 6,) defined above, it follows from
Corollary 1 and Theorem 6 that the following relations among parametric possibility
distributions hold:

(1) pe (x50) = pev(x; 0, ) with o = Hr’ﬁ
1—rp
14+r—ry°

. 2(1—
(iii) Ifrp > % then pug; (x5 0) = peL(x; 0, @) with o = %

(i) pg(x;0) = per(x; 0, ) witho =

(iv) If ry < 3. then jug; (x; 0) = pou (x; 0, @) witha = %

Remark 1 The variables obtained by VaR reduction methods are referred to as the VaR
reduced fuzzy variables. There are two types of parameters included in the possibility
distributions of VaR reduced fuzzy variables. The first type parameters 6; and 6,
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describe the degree of uncertainty that a type-2 fuzzy variable £ takes the value x,
and they may be the functions of x. The second type parameter o represents the
possibility level in the support of a type-2 fuzzy variable, and it may be the function of
both x and 6. From the geometrical viewpoint, the parameters 6; and 6, determine the
lower and upper boundaries of possibility distribution, while « determines the location
of possibility distribution between the lower boundary and upper boundary. When
parameter « varies in the interval [0, 1], the possibility distribution varies between
the lower and upper boundaries. Therefore, our VaR-based reduction methods are
different from other reduction methods in the literature. As shown in Examples 1-3,
the proposed VaR reduction methods generalize mean value reduction methods, critical
reduction methods and equivalent value reduction methods. As a consequence, our VaR
reduction methods have some advantages over other existing reduction methods by
introducing the parameter « in possibility distributions.

4 The mean values of VaR reduced fuzzy variables

In this section, we derive some useful analytical expressions about the mean values
of VaR reduced fuzzy variables, which generalize the related concepts defined in (Liu
and Liu 2002).

The following theorem deals with the mean values of the VaR reduced trapezoidal
fuzzy variables.

Theorem 7 Let§ = ("1, 12, 13, 43 01, 0,) be a type-2 trapezoidal fuzzy variable, and
&L and €Y its VaR reduced fuzzy variables. Then we have

ri+r+r3+rq ry—ry—ri—+rq

E[tl) = 1 —a)b,
[£~1 1 A (1 =)o
ri+r+r3+rg rA—ry—r3+rq
E[gY] = 1 2 (1 - a)6,.

Proof We only prove the first assertion, and the second assertion can be proved simi-
larly.

Since £~ is the lower reduced fuzzy variable of £, its parametric possibility distri-
bution Mgt (x) is given by Eq. (3). By (Liu and Liu 2003), the mean value of gL can
be represented by

1

1
EIE"] =5 / (5B +85,(8)) d.

0

where £5:(8) = inf{r | Pos{g" < r} = B}, and &L (B) = sup{r | Pos{sl > r}
> B}

Note that pzr ((r1 4 r2)/2) = per((r3 +r4)/2) = (1 — 6; + a6;)/2. Then, for
B €O, (1 -6 +ab)/2], &L (B) and sSLup (B) are the solutions of the following two
equations, respectively,
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(1—6+af)=="L =B and (1—6 +ab)2= =4.

rp—ri rqa—r3
By solving the above two equations, we have
L _ (n—ryp+ri(1—-6,+ab)) L _ —(rg=r3)B+ra(1-0+abt))
inf(B) = 1-0,+a6; and  &g,,(B) = 1-0,+a8; .

Therefore, for 8 € (0, (1 — 6; + «6;)/2], we have

(o +r3—ri—r))+ A =0 +ab)( +r4)

L L —

On the other hand, for 8 € ((1 — 6; + «6;)/2, 1], we can obtain the following result

L L _(ntrn—rn—ry)p+ 1 —a)ra+r3)0 + (r1 +r4)
Emf(ﬁ)‘i‘ssup(lg) - 146, — ab, :
As a consequence, we have
179[2#»(19[ I
1
Bl =5 | [ (e reb,@)ass [ (s eh®) i
0 1—60;+ab)
2
_ ri+ro+r3+ra B ry—ry—r3 +r4(1 — ).
4 8
The proof of theorem is complete. O

The mean values of the VaR reduced normal fuzzy variables are discussed in the
following theorem.

Theorem 8 Let & = 7i(w, 02; 6y, 6,) be a type-2 normal fuzzy variable, and £~ and
&Y its VaR reduced fuzzy variables. Then we have E[& L= E[& Ul = .

Proof We only prove assertion E[£L] = w, and assertion E[gU] = u can be proved
similarly. ~

Since &7 is the reduced fuzzy variable of &, its parametric possibility distribution
Mg (x) is given by Eq. (5).

Note that 1. (u —oy/21n 2) = et (M +o420n 2) — (1 =6, +af;)/2. Then,

for B € (0,(1 — 6 + b)) /2], Eiﬁf (B) and Eslﬁp (B) are the solutions of the following
equation

Y
(1 — 6 + o)) exp (—M) - B.

202

The solutions of the equation are as follows

ghB) =n—J-207In L and &L () =p+ /[—202In Ly .

Therefore, for 8 € (0, (1 — 6; + a6;)/2], we have £L.(B) + gslap(ﬁ) =2/.

inf
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On the other hand, for 8 € ((1 —6;4+«6;)/2, 1], we can deduce &; nf(,3) +.§Sup(ﬂ) =
2. As a consequence, we have

1-0+a0;
—2 1
L1 [ L L L L -
Elg1=5 (sh® +eb®)as+ [ (858 +e5B)) ap [ = n.
0 1-6+a6;
2
The proof of theorem is complete. O

The following theorem gives the mean values of the VaR reduced gamma fuzzy
variables.

Theorem 9 Let& = 7 (A, r; 6;, 6,) be a type-2 gamma fuzzy variable, and €~ and €Y
its VaR reduced fuzzy variables. Then we have

Ar! 1 —
E[£ ]—xr——exp(r)+xz "(r o _( 2“)9’[x1+x2—2xr
Ar! AT 2
et -2)
2
ar! 1 —a)6,
E[§ ]—Ar—z—exp(r)+kz "(r Y —l—( 2a) [xl + x5 — 2Mr

Ar! r! AT 2
_—exp(r)—l—)LZ n)‘( —I-g—r—n)]

Proof We only prove the first assertion, and the second assertion can be proved simi-
larly.

Noting that Cr{é’ < x} = 0 for any x < 0, then the mean value of fuzzy variable
&L is represented by

+0oo

Efel] = / Crig! = x)dx.

0

Since £~ is the lower reduced fuzzy variable of £, its parametric possibility distribution
Mgr(x) is given by Eq. (7). By calculation, the credibility distribution of gl is
1-3(1—0+ab) (&) exp (r—%), if0 <x <x
1= 31146 —ad) () exp (r—2)—(1 — )], ifx; <x <Arr
A +6 —a)(E) exp(r—%) — (1 —a)f], ifar <x <x
%(1—6‘1—}—0191)()‘) exp(r—%), if x > x2,

Crig" > x) =
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where x1, xp € N satisfy

(Y o= )=3 (Y on-3) -4

As a consequence, we have

ctct1= [ (1 Lo (2 esp (- 2)) o
0
Ar

+/ (1 - %[(1 0, — af) (;—r) exp (r — %) (- a)91]) dx

X1

X2

+/(ga+@—a@(%Yme—§)—ﬂ—ww)m

Ar
“+00

+ / (%(1 — 0 4+ ab)) (%)r exp (r — ;)) dx
X2

Ar! r! (U =a)f
_kr—z—exp(r)+kz o > [x1+xz—2kr

7l n n
—Lexp(r)+kz ()”n+)‘_n_£)].

n
Xy r

The proof of theorem is complete. O

5 The semideviations of VaR reduced fuzzy variables

In this section, we introduce a new risk measure related to VaR reduced fuzzy variables.
It is known that variance as a risk measure penalizes deviations in both directions. In
many modeling situations, however, the direction of deviation matters. In such cases
one of them is favorable gain and the other is disadvantageous loss. Therefore, to gauge
the risk resulted from asymmetric fuzzy uncertainty, we first define semideviation
variables in the following.

Let & be a VaR reduced fuzzy variable with finite mean value E[£]. Then the lower
semideviation variable of £ with respect to its mean value is defined as

(E[§]1 - &), if§ < E[§]

@—Hﬂ)=[a if& > E[£],

while the upper semideviation variable of & with respect to its mean value is defined
by
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(6 —E[§D, if§ = E[§]
0

(¢ —ElED* = [ , e - BlLl

Let £ be a VaR reduced fuzzy variable with a parametric possibility distribution
pe(x; 0, o). Then for every x € N, the possibility, necessity and credibility distri-
butions of & are represented by

Pos{é < x} = sup ue(t; 0, o),
1<x

Nec{é < x} = sup ue(t; 0, @) — sup ug (15 0, ),

ten t>x

1
Cr{§ <x} = 3 (supug(t; 0,a)+ sugug(t; 0,0) — ?Bl;ﬂs(f; 0, a)) .

ren 1<
The possibility, necessity and credibility are functions of the parameters 6 and «, and
they are monotone increasing functions with respect to x € fi. So, we can define the
following semideviations of VaR reduced fuzzy variables based on LS integrals.
Definition 3 Let £ be a VaR reduced fuzzy variable with finite mean value E[£]. Then

the nth lower semideviation of & with respect to possibility is defined by the following
L-S integral

SD,, ,[§] = / ((¢ —E[§D7)"d(Pos{§ < x}),

(—00, +00)

and the nth lower semideviation of & with respect to necessity is defined by

SD;, *[£] = / ((§ —E[ED7)"d(Nec{§ < x}).

(=00, +00)

The nth lower semideviation of & with respect to credibility is defined by

SD, [§] = / ((¢ —E[D7)"d(Cr{§ < x}).

(—o00, +00)

Theorem 10 Let & be a VaR reduced fuzzy variable. Then we have
- 1 - .
8D, [§] = 58D, [£]+ SD,"[ED).
Proof Note that possibility, necessary and credibility have the following relation
1
Cr{§ = x} = 5(Pos{§ = x} + Nec{§ = x}),
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where Pos{é < x} and Nec{é < x} are both monotone increasing functions with
respect to x € M. Therefore, according to the property of L—S integrals, we have

SD; [£] = / (€ — E[ED)"d(Cr{E < x})

(—00, +00)
1
=3 / (¢ —E[E])7)"d(Pos{s < x})
(=00, +00)
1
3 / (¢ —E[ED7)"d(Nec{t < x})
(—00,4+00)

1
= (8D, [81+ SD,,*[§]).

The proof of theorem is complete. O

In the following, we will derive some useful formulas for the first order semidevia-
tions of VaR reduced fuzzy variables. The following results are the semideviations of
the lower VaR reduced trapezoidal fuzzy variable.

Theorem 11 Let& = (7|, 7a, 73, 74; 61, 0,) be a type-2 trapezoidal fuzzy variable, and
gL its lower VaR reduced fuzzy variable.
(i) If ry < E[EX] < r3, then SDY[EX] = (—=ri —ra+1r34+14)/8 — (=r1 + 1 —
r3 +r4)(l1 —a)f;/16.
(ii) If r1 < E[§"] < (r1 +12)/2, then

(=3ri+r2+r3+r)?

SD[eF] =
1E7] 64(ry —r1)

B 3r12 + rf —rirp —rir3 —4rirg + rprg + r3rg (1 — o))

32(rp —r1)
—r) — —11 3 3 5

n (r—ry—r3+ry)(=1lri +3r +3r3 + r4)(1 — 0)%0?
256(7‘2 - rl)

(=4t ra)? (1— )67,

256(rp — ry)
(iii) If (r1 4 12)/2 < E[§"] < ra, then
B (=3ri+r+r+ }”4)2
SD; [£5] =
64(rp —ry)
2r12—r22—r32—3r1r2+r1r3—2r1r4+2r2r3 +3rarg—r3ry
- (I—a)0;
32(ra—r1)
_ (ri1—ro—r3+ry)QBri — 11rp + 5r3 4+ 3r4) (1— a)2012
256(ro — rq)
(ri —ry —r3 +r4)? (1— a)3913.
256(rp — r1)
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(iv) If r3 <E[EL] < (r3 +r4)/2, then

(=r1 —ry —r3 +3r4)?

SD; [l =
] 64(rs —13)
2r§—r22—r32—r1r2+3r1r3 — 2rr4+2rar3+rarqa—3r3ry
- (I-a)f
32(rq — 13)
B (ri —rp—r3+rq)Bri +5rp — 11r3 4+ 3r4) (1- 05)2912
256(r4 — r3)
(r1 —ry —r3 +r4)? a6},
256()’4 — }’3)
(v) If (r3 +r4)/2 < E[EX] < 14, then
e — _ 3 2
SD; [£4] = (—r1 —r2 —r3+3rs)
64(rqy —13)
B rl2 + 3r4% +rirp +rir3 —4rirg — rorg — (1 )
32(r4 — 13) !
(r1 —ry—r34+ry)(5r1 +3rp +3r3 — 11ry) (1— a)2912
256(r4 — r3)
(r1 —r2—r3+r4)? 3,3
- 1 —a)’65.
256(r4 — r3) ( )"0,

Proof We only prove assertion (v), and assertions (i)-(iv) can be proved similarly.
Since &7 is the lower VaR reduced fuzzy variable of £, its parametric possibility
distribution pg. (x) is given by Eq. (3). By calculation, the credibility distribution of

gl is

0, if x <r
(1—912-8(;91%))6—1‘1)’ if x e (rl, r1+r2]
(146, — 01912)();2 (11)01)911’2 r1 if x e (r1+r2 }"2]
Crigh <x} =1 1. if x € (r2,73]
|- Sstogenn, it e, 2
L 1, it x > ry,

and the mean value of £ is

ri+rn+r3t+ry ri—rp—ritry

Ly— _ _
E[§"] = 1 2 (I =)0
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As a consequence, the lower semideviation of &~ is calculated by

SDy[€1] = / (x—E[£L])~dCr{gL < x}= / (E[EL1— x)dCr{EL < x)
(—00,+00) (—o0, E[£L])
_ / (E[éL]_x)d((l—91+a91)(x—r1))
2(rp —r1)
(r252)
N / El£E] - vd ((l + 6 —abp)x — (1 — a)firy — rl)
2(rp —11)
(52.n)
n / (E[EL] ~od (1 _ —(14+6 —ab)x+ (1 —a)firs + r4)
2(rq —13)
(22)
n / E[EL] — x)d (1 o a —91+0191)(V4—X))
2(rq —r3)
(547 Bleh)
_(=ri—r—r343ry)?
N 64(rq — r3)
_ rl2 + 3rf +riry +rir3 —4rirg — rorg — rary (1 — o)
32(}’4 — r3)
(ri—r—r3+r)Gri+3n+3rs—1ln) 5,
+ 256(r4 — 13) (1 =),
_(n-—rn-n+ r4)2(1 — )%},
256(ry — r3)
The proof of assertion (v) is complete. O

Remark 2 For upper VaR reduced fuzzy variable £V, we have the similar results about
their semideviations, and the proofs are similar to those of Theorem 11.

For the semideviations of the VaR reduced normal fuzzy variable, we have the
following results:

Theorem 12 Let é = n(u, oZ; 01, 0,) be a type-2 normal fuzzy variables. Then the
lower semideviations of VaR reduced fuzzy variables €™ and £V are represented by

SD;[£L] = @a - %(1 — @) [2«/2 In20 +3v270 — 44270 (/21 2)],
SDy[EV] = @a + %(1 — )b, [2¢2 In20 + 3v2r0 — 4@0<b(\/21n2)].

Proof We only prove the first assertion, and the second assertion can be proved simi-
larly.
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Since &~ is the lower reduced fuzzy variable of &, its parametric possibility distri-
bution ugr(x) is given by Eq. (5). By calculation, the credibility distribution of & L
is

1 —6,+a) exp (- (*#), if x<pu—o042In2
Crigt < x) = 2[(1+91—a9,)exp( M)—(l—a)ez], if u—o2In2<x<p
- 1— (1 +6 —ab)exp (- 0‘27”2))—(1—(1)9,], if p<x<u+o2mn2

1= 31— 6 +ab) exp (-S4, if x> u+0v2In2,

and the mean value of £~ is E[£L] = . As a consequence, the lower semideviation
of &% is calculated by

SD (£ = / (x — E[£L])dCr{g" < x) = / (1 — M)dCr{g" < x)

(—00,+00) (=00, 1)
1 (x — p)?
= / (u—x)d (5(1—01+ot91)exp<— 7))
(—oo, fi—a+/2Tn 2)
+ / (u—x)d [ = | (1+6,—af) exp (— (x_“)z) —(—-a)
202
(uﬂf«/2ln2, ;L)
n—o~/2In2 2
_1—91+(¥91 (x—uw)
- (’*‘”d(exp(— 7))
—00
146, — ab, r ( )2
| — b X — W
R IR (e"P (- zT))
n—o~/2In2
V2 1
_ T”a — (- [2J2 In20 4 3v270 — 4v/270®(+/21n 2)].
The proof of the first assertion is complete. O

Before ending this section, we establish the analytical expressions for the semide-
viations of the lower VaR reduced gamma fuzzy variable.
Theorem 13 Let &€ = (A, r: 6, 6,) be a type-2 gamma fuzzy variable, and £* its
lower VaR reduced fuzzy variable.
(i) If 0 <E[§"] < x, then
Ar! A< rl E[gL]\r—n E[g1]
(=) en(r-——

—rglq _ A A
SDI & ]_2rep() r;)r”(r—n)! AT )

LY\ r—n L
— —(1 )b (_ exp(r) — )”Z <P (r '—n)' (Efr ]> °xP (F_E[i ]))
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(ii) If x1 < E[£L] < Ar, then

r

Ly\r—n L
SDl_[EL] _ ;T”r' exp(r) — %z r! (E[E ]) exp (r B E[& ])

nyr —n)!
:Or(r m!\ Ar

r

1 Ar! L Atr!
-5 —a)el(r—r exp(r) + E[§7] — xi —kgm

S L))

(iii) If Ar < E[EL] < x2, then

E[sL])r—n exp (r E[gl 1)

Sy [¢41= 21 exp(r)+5 Z,,,,(, n),( = LELEL
r! A" 2
— Ar— )Lzr”(r __(1_01)91(2)\7—)61—)»2 r_n)'(__r_n)

E[£"] + —exp(r) + )”Z o !_n)' (Egi ])’—" exp (r B E[iL])).

(iv) If E[EL] > xo, then

- Art P N o [0 N E[£]
SD; [SL]=2rr 52(:)@( = ) exp(r_ - )+E[§L]
1 A’ )\n
— hr— xzrn(r a)el(zxr—xl AZ(,_n),(*n 7_7)
)r_n exp (r— Bl ]))

Here the analytical expression of E[EL] is given in Theorem 9 and x1,x; € ®+
satisfy the following conditions

() eo(-) =4 (2 enlr-3) =4

Proof We only prove assertion (iv), and assertions (1) (iii) can be proved similarly.

Since &~ is the lower reduced fuzzy variable of &, its parametric possibility distri-
bution g2 (x) is given by Eq. (7). By calculation, the credibility distribution of & L
is

— E[g5 ] —x + A— exp(r)+ z

m( Ar
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%(1—91+a91)(f—r)rexp(r—§), if0<x<x
Crieh <x) = HA+6 —at) () exp(r— %) — (1 — )], if x| <x < Ar

1= A+ —ad) (&) exp(r—2) = (1 -], if ir <x <x;

1—3(1—6 +ab) (&) exp(r— 1), if x > xa,

where x|, xo € R satisfy the following conditions

(Y o= )=3 (Y on(-3)-4

The mean value E[£] of the reduced fuzzy variable & is given in Theorem 9. As a
consequence, the lower semideviation of &% is calculated by

SD; [£5] = / (x —E[gF])~dCr{gl <x) = / (E[F] — x)dCr{g" < x}

(0.400) (0, ElgL])
1 r
— / (B[] — x)d (5(1 — 4 +0501)(;—r) exp (r — ;))
(0, x1)
1 r
/ (E[£L] - x)d (5 [(1+91—a91)(%) exp (r - %)—(1—01)91])
Ger i)
1 r
JIRCTRERY (1—5 (140 —at) (=) ep(r—7) -1 —06)91])
r, x2)
1 r
+ / (B[] — x)d (1—5(1—6’1+a6’1)(;—r) exp (r—%))
(a2, ElEL])
_ ! o rl (B E[£"] L
_Fexp(i’)‘i‘ ,;r"(r—n)!( Ar ) exp(r— A )+E[§ 1= Ar
d r! Y L L)
_,\Z_: T ——(1 —a)GI(ZAr —xl—kz e n)|( +g_r_n)
rl E[£L]\r—n E[£F]
—E[gh]- x2+—exp(r)+)\z ”(r—n)'( =) ew(r-— ))
The proof of assertion (iv) is complete. O

Remark 3 For upper VaR reduced gamma fuzzy variable £V, we have similar results
about their semideviations, and the proofs are similar to those of Theorem 13.
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6 Conclusions

In fuzzy decision systems, this paper presented the semideviations of reduced fuzzy
variables to gauge the risk resulted from asymmetric fuzzy uncertainty. The reduced
fuzzy variables are obtained by using new VaR reduction methods for type-2 fuzzy
variables. The major contributions to fuzzy possibility theory in present paper include
the following four aspects.

(i) On the basis of possibility measure, we defined the lower and upper VaRs of a
regular fuzzy variable, and established some VaR formulas for common regular
fuzzy variables.

(i) We developed the VaR-based reduction methods for type-2 fuzzy variables. For
the VaR reduced trapezoidal, normal and gamma fuzzy variables, we established
their parametric possibility distributions.

(iii) According to the parametric possibility distributions of the VaR reduced trape-
zoidal, normal and gamma fuzzy variables, we derived the analytical expressions
of mean values.

(iv) For VaR reduced fuzzy variables, we employed LS integrals to define three nth
semideviations to measure the variations of parametric possibility distributions
with respect to their mean values. Furthermore, for the VaR reduced trapezoidal,
normal and gamma fuzzy variables, we derived the analytical expressions of the
first order semideviations.

In many practical decision making problems, the exact possibility distributions of
fuzzy coefficients are usually hard to be determined due to the lack of historical data.
In this situation, parametric possibility distributions have some advantages over fixed
possibility distributions. For example, there are two types of parameters included in
possibility distributions. The parameters 6; and 6, describe the degree of uncertainty
that fuzzy coefficients take their values, while the parameter « represents the possi-
bility level in the supports of fuzzy coefficients. The proposed VaR reduction method
generalizes some existing reduction methods by introducing possibility level para-
meter in the possibility distribution. The decision makers may adjust the values of
distribution parameters according to their attitudes towards risk.

Fuzzy possibility theory is a fertile area of research. Although some issues have been
resolved in this paper, some new ones have been exposed. In our future research, we
will further study the properties of parametric possibility distributions like skewness
and kurtosis, and consider the potential applications of the semideviations to some
practical risk management and engineering optimization problems.
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