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Abstract

In order to handle some problems in which human uncertainties coexist with stochas-
ticities characterized by non-additive probabilities, we develop uncertain random
programming models based on four different types of expectations in the framework
of U-S chance theory. In this paper, firstly, the operational law for uncertain ran-
dom variables is proved in this framework. Then, based on sub-linear expectations
and Choquet integrals, four types of expectations of uncertain random variables are
defined. Finally, four uncertain random programming models are proposed and applied
to optimal investment in incomplete financial market and system reliability design.

Keywords Uncertain random programming - Optimal investment - System
reliability - U-S chance theory

1 Introduction

The programming problem is to achieve an optimization objective under given con-
straint conditions. However, since real-world situations are usually not deterministic,
traditional mathematical programming models cannot solve all practical decision-
making problems. Therefore, probability theory, fuzzy theory and uncertainty theory
are applied to programming problems.

Stochastic programming provides a method to consider objectives and constraints
with stochastic parameters. In 1955, a complete computation procedure was provided
by Dantzig (1955) for a special class of two-stage linear programming models in which
the first-stage allocations were made to meet an uncertain but known distribution of
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demands occurring in the second stage. Charnes and Cooper (1959) pioneered chance-
constrained programming as a means of dealing with uncertainty by specifying a
confidence level at which one would determine the stochastic constraint to hold. A
sequential solution procedure to stochastic linear programming problems with 0-1
variables was described by Levary (1984). Other hot issues of stochastic programming
are studied by many scholars, for example Schultz (2003), Dyer and Stougie (2006),
Nemirovski et al. (2009), etc.

Fuzzy programming provides a method for dealing with optimization problems with
fuzzy parameters. The decision-making problem in fuzzy environment was presented
by Bellman and Zadeh (1970), in which optimal decision-making was an alternative
that maximized the membership function of fuzzy decision-making. Zimmermann
(1978) gave the application of fuzzy linear programming approaches to the linear
vector maximum problem. Expected values of fuzzy variables were proposed by Liu
and Liu (2002), and they also constructed a spectrum of fuzzy expected value models.
For recent developments of fuzzy programming, interested readers can refer to Chang
(2007), Li and Liu (2015), Dalman and Bayram (2018), Ranjbar and Effati (2020),
and so on.

In practice, it is usually encountered that fuzziness and randomness appear simul-
taneously. In order to deal with this situation, Kwakernaak (1978) introduced the
concepts of fuzzy random variables, expectations of fuzzy random variables etc. He
also gave a more intuitive interpretation of the notion of fuzzy random variables, and
derived algorithms and examples for determining expectations, fuzzy probabilities
etc. in Kwakernaak (1979). Fuzzy random programming is an optimization theory
for dealing with fuzzy random decision-making problems. By discussing a practical
engineering problem, linear programming with fuzzy random variable coefficients
was introduced by Wang and Zhong (1993), and they also gave its simplex algorithm.
In 2001, a new concept of chance of fuzzy random events and a general framework for
fuzzy random chance-constrained programming were proposed by Liu (2001). Kata-
giri et al. (2004) investigated a multi-objective 0—1 programming problem involving
fuzzy random variable coefficients and proposed an interactive satisfaction method
based on the reference point approach. Fuzzy random programming is still a hot topic
and studied by many scholars, such as Liu and Liu (2005), Li et al. (2006), Ammar
(2008), Sakawa et al. (2012), etc.

For studying human uncertainty, Liu (2007) founded uncertainty theory. Uncertain
programming is the optimization theory in uncertain environment. Liu (2009) proposed
uncertain programming, including chance-constrained programming, dependent-
chance programming, uncertain dynamic programming etc., and Liu (2011) applied
uncertain programming to the study of project scheduling problem, machine sequenc-
ing problem etc. Subsequently, Liu and Chen (2015) further provided uncertain
multi-objective programming and uncertain goal programming. In addition, uncer-
tain multilevel programming was given by Liu and Yao (2015).

In order to better deal with complex systems involving both human uncertainties and
stochasticities, Liu (2013a) presented a new concept of uncertain random variable, and
combined probability measure and uncertain measure into a chance measure in 2013.
Meanwhile, uncertain random programming was firstly provided based on chance
theory by Liu (2013b). As the generalizations of uncertain random programming, Zhou
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et al. (2014) proposed uncertain random multi-objective programming, and uncertain
random project scheduling programming model was built in Ke et al. (2015).

It it well-known that additivity of classical probabilities is difficult to portray non-
linear characteristics of some problems, such as, risk behavior in incomplete market,
industrial production with incomplete information, etc. Therefore, many scholars
have tried to solve these problems by using non-additive probability measures. Cho-
quet (1954) firstly introduced the concepts of non-additive probability (capacity) and
Choquet expectation. With the rapid developments of computer science and data
information technology, financial risks are becoming more and more complex and
their dynamic characteristics are also stronger, Choquet expectation is difficult to be
applied to the study of modern financial risk. Therefore, Peng (2007) founded sub-
linear expectation theory. However, for a long time, there exists a class of complex
systems that contain both human uncertainties and stochasticities with sub-linear char-
acteristics, such as investment behavior in incomplete financial market influenced by
government regulation, redundant design of system, etc. In order to describe charac-
teristics of those phenomena, Fu et al. (2022) combined sub-linear expectation theory
with uncertainty theory to construct two product spaces, so as to use a new mathe-
matical tool called U-S chance theory to deal with complex systems involving both
human uncertainties and stochasticities with sub-linear characteristics. In this paper,
uncertain random programming models based on U-S chance theory are investigated
for the first time, which provide more reasonable solutions to the problems of optimal
investment and financial risk management in incomplete market. In addition, uncertain
random programming models proposed in this paper are also applicable to the study
of system reliability design.

The paper is organized as follows. In Sect. 2 and Appendix A, some definitions and
properties about uncertainty theory, U-S chance theory, and sub-linear expectation
theory used in this paper are reviewed. In Sect. 3, under the framework of U-S chance
theory, we present the operational law of uncertain random variables. In Sect. 4, four
types of expectations of uncertain random variables are defined, based on sub-linear
expectations and Choquet integrals. In Sect. 5, we provide four types of uncertain
random programming models. In Sect. 6, two of these models are applied to stock
investment in incomplete financial market and system reliability design.

2 Preliminary

In this section, we introduce some basic concepts about uncertain variables and uncer-
tain random variables under U-S chance spaces, which are used throughout the paper.

2.1 Uncertain variable

Definition 1 (Liu 2015) Let £ be a o-algebra on a non-empty set I'. A set function
M is called an uncertain measure if it satisfies the following axioms:

Axiom 1 (Normality Axiom): M{I"} = 1, for the universal set I';

Axiom 2 (Duality Axiom): M{A} + M {A¢} =1, forany A € L;
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Axiom 3 (Sub-additivity Axiom): For every countable sequence of {A j} C L, we

have
o

MU =Y M),

j=1

The triplet (I", £, M) is called an uncertainty space, and each element A in L is
called an event. In order to obtain an uncertain measure of compound event, a product
uncertain measure is defined as follows:

Axiom 4 (Product Axiom): Let (I'y, Lk, Mj) be uncertainty spaces fork = 1,2, ....
The product uncertain measure M is an uncertain measure satisfying

0 o0
M {HAk} = /\Mk{Ak}a
k=1 k=1
where Ay are arbitrarily chosen events from L fork =1, 2, ..., respectively.

Definition 2 (Liu 2015) A function 7 : I’ — R is called an uncertain variable if it is
measurable, i.e.,
{reBl={yeTllt(y)eB}leLl

for each B € B(R). Its uncertainty distribution is a function given by
Tx)=M{r <x}, x eR.

Definition 3 (Liu 2015) The uncertain variables 71, 12, ..., T, are said to be indepen-

dent if ; 0
M {ﬂ{n € Bi}} = /\M{n € B;}

i=1 i=1
forany B; € B(R),i =1,2,...,n.

Definition 4 (Liu 2015) Let 7 be an uncertain variable. Then, the expected value of t
is defined by

+00 0
E[t] = / Mt > x}dx — / M{t < x}dx
0 —00
provided that at least one of the two integrals is finite.

2.2 Uncertain random variable under U-S chance spaces

In this subsection, we use the framework and notations of Fu et al. (2022).

Definition 5 (Fu et al. 2022) Let (I", £, M) be an uncertainty space, and (2, H, E)
be a sub-linear expectation space (see Remark 3 in Appendix A). Suppose that V and
v are non-additive probabilities generated by [E. A pair of chance spaces generated by
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uncertainty space and sub-linear expectation space (U-S chance spaces for short) are
the spaces of forms:

(T, L M) x (Q,F, V) =@ xQ, L xF,MxV)

and
LMy x (2,F,v)=CxQ,LxF, Mxv),

where I' x 2 is the universal set, £ x F is the product o -algebra, M x Vand M x v
are two product measures.

Here, the notations (€2, H, [E), v and V were introduced by Peng (2017, 2019) and
Chen (2016). For more details, please refer to Appendix A.

Definition 6 (Fu et al. 2022) Let & € £ x F be an uncertain random event under U-S
chance spaces. Then, chance measures ch and C H of & are given by

1

ch{E} :=/v{weQ|M{yeF|(y,a))eE}Zr}dr )
0
and
1
CH{E} ::/V{wteM{yeFl(y,w)e E} > r}dr, )
0
respectively.

Remark 1 The universal set I" x Q is clearly the set of all ordered pairs of the form
(y, w), where y € I" and w € 2. That is,

I'x Q={(y,w)y el',w € 2}.

The product o-algebra £ x F is the smallest o-algebra containing measurable rect-
angles of the form A x A, where A € £ and A € F. Any element in £ x F is called
an event in the U-S chance spaces.

In the following, we discuss the product measures M x V and M x v by the similar
method of (Liu, 2015, pp. 409—410). Suppose E is aneventin £ x F. Foreachw € €,
it is clear that the set

Eo ={y el'l(y, o) € E}

is an event in £. Thus, the uncertain measure M{E,} exists for each w € Q. However,
unfortunately, M{E,} is not necessarily a measurable function with respect to w. That
is, the set

E} = {0 € QM(E,} = x)

is asubset of 2 but not necessarily an eventin F for any real number x. Therefore, upper
probability measure V{E%} and lower probability measure v{E%}} do not necessarily
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exist. In this case, we assign

inf  V{A},if inf V{A} < 0.5
AeF,ADE} AeF,ADE}
V{g¥} = sup V{A},if sup V{A}>0.5
AeF ACEX AeF ACE*
0.5, otherwise
and
inf  v{A},if inf v{A} < 0.5
AeF,ADE} AeF,ADE}
v{EF} = sup  v{A},if sup v{A}>0.5
AeF,ACE} AeF,ACE}
0.5, otherwise

in the light of maximum uncertainty principle. This ensures upper probability measure
V{EZ} and lower probability measure v{E%} exist for any real number x. It is now
appropriate to define M x V and M x v of E as the expected values of M{E,} with
respectto w € 2, i.e.,

1
/V{Ej}dr
0

and
1

/ v{E}}dr.
0
Thus, chance measures C H and ch are well-defined.

Fu et al. (2022) also verified that chance measures ch and C H satisfy the following
four properties:

()
ch{A x B} = M{A} x v{B}, CH{A x B} = M{A} x V{B},
forany A € L and B € F;
(ii)
CH{E) +ch{E) =1, E€ L x F; A3)
(iii)
ch{E1} < ch{8,}, CH{E|} < CH{E,},
for events 81, 87 € L x F, such that E; C E»;

(iv)
ch{E} < CH{E}, Ee Lx F.
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Definition 7 A function & : T x Q +— R is called an uncertain random variable under
U-S chance spaces if it is measurable, i.e., for each B € B(R),

{£eBl={(y,w) eT x Q|é(y,w) € B} € L X F.

Example 1 Let n be a Bernoulli random variable under E (see Definition 16 in
Appendix A) with the set of possible values {aj, as,...,a,} and 71,72, ..., Ty
be uncertain variables defined on (I, £, M). Suppose that f is a mapping from
I' x {ay, as, ..., a,} to R such that

[y, ai) = 1.
Then
71, with possible probability measure pq,
£ = £y () = 7o, with possible probability measure p», @
T,, Wwith possible probability measure p,
is an uncertain random variable, where pj € [ Py pilfork =1,2, ..., n, satisfying

Yi—ipk=1,andn € N.

Here and in the sequel, uncertain random variables are based on the U-S chance
spaces (I', £, M) x (2, F,V) and (T, L, M) x (2, F, v).

3 Operational law

Theorem 1 Let 0y, n2, ..., Ny be random variables under E, and 1, 12, ..., T, be
independent uncertain variables with regular uncertainty distributions Y1, Y, ..., Tp,
respectively. Then, uncertain random variable

S:f(nl’n27"'777m7t17‘[2""7tn)
has a lower distribution

D1(x) =ch{§ <x}
1

:/v{a)eQIM{§ <x}=>r}dr

0
1

=/v{w€QIF(x;m,nz,...,nm)Zr}dr (5)
0

and an upper distribution
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®y(x) =CH{§ < x}
1

=/V{a)€ QM{E < x} = r}dr

0

1
=fV{w€QIF(x;m,nz,-.-,nm)Zr}dr, (6)

0
where F(x;y1,Y2,...,Ym) is the uncertainty distribution of uncertain variable
FO1, Y2y e s Vs T1s T2, - - ., Ty) fOr any given real numbers y1, y2, ..., Ym, and is

determined by its inverse function (see Theorem 2.18 in Liu 2015)

F7 sy, y20 e ym) = f(yl,yz, ey Y @),

Tl_zl(d), ! 1—-aw),..., Ti:1(1 _ (x))

Ue+1

provided that f(n1, n2, ..., Mm, T1, T2, - . ., Ty) I8 Strictly increasing with respect to
Tiys - - - » Tiy, and strictly decreasing with respect to tj_,, . .., Ti,.

Proof For any given real numbers yj, y2, ..., yn, it follows from the operational law
of uncertain variables that f(y1, y2,..., ¥m, 71, T2, . . ., Tp) 1S an uncertain variable
with uncertainty distribution F(x; y1, y2, ..., ym). By using Definition 6, we know
that ®; and &, are the lower and upper distributions of & just with forms (5) and (6),
respectively. O

Example2 Let ny, n2, ..., n, be independent random variables (see Definition 13 (i)
in Appendix A) with maximal distribution (see Definition 14 in Appendix A) under
E.ie.,

Elpm)l = sup o),
;<Y<

for each Borel measurable function p on R, and z; = E[m],gi =€&nil,i=1,...,m.
And let 71, 12, ..., T, be independent uncertain variables with regular uncertainty
distributions Y, Y, ..., T}, respectively. Then, the sum

E=m+m+-Fmtunt+ot - +n

has a lower distribution

1
<h@ﬁi/ﬂw€QW@—0n+m+~~+wDerr
0
= inf -~ inf Yx—-—O1+y2+-4+ym)

ﬁlfylfﬁl Emf)’rnfﬁm
m
=TG—ZE) (7)
i=1
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and an upper distribution

1
CDZ(X):/V{G)E QUY(x — (1 +m+---+nm) >r}dr
0

= sup -+ sup T —=Or+y2+-+ym)
K SVISHE R, SYmSIhy

(o)
i=1

where Y is the uncertainty distribution of 71 4+ 12 + - - - 4+ 7, (see Theorem 2.14 in Liu
2015) determined by

Y@= sup Ti(z) AT2(22) A ATp(zp).
Z1++z=2
Example 3 Let n{, 12, ..., n, be IID random variables (see Definition 13 (iii) in

Appendix A) with G-normal distribution (see Definition 15 in Appendix A) under E,
ie.,n ~ N(0,[c?, 5%]), where E[n1] = £[m] = 0,5> = E[p}] and 02 = En7].
And let 71, 12, ..., 7, be independent uncertain variables with regular uncertainty
distributions Y1, Yo, ..., T,, respectively. Then, the sum

E=m+m+-F+mtut+tnt+-+n

has a lower distribution

T(x)

1) = 25 © Y1)
X dr
! a—l- o+a J—o
0
1
L 2 /CD T ') ©
dr
o+0o - Jmo
T (x)
and an upper distribution
T (x)
20 = 21+ 5 [ o T ©
= dr
v VT ato J_G
0
1
L ® /@( 1(r)> (10)
r’
o+o Jmao
T(x)
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where @ denotes the distribution of standard normal distribution and Y is the uncer-
tainty distribution of t; 4+ 1 + - - - + 7, determined by

T = sup Yi(z1) AY2(z2) Ao A X(20).
21+t z=z

Proof From Definition 15 and Remark 4 in Appendix A, we know that n; +ny+- - -+
Nm 4 /mn1. According to Corollary 1 in Peng and Zhou (2020), we conclude that

g—o 26 t

oot 752(5), t=0,
vwe@Im@=t=1% /N (=)

QT%‘D(E’ 1=0,

and

g4 2
ViweQlm) <t} =% 27
®

where ® denotes the distribution of standard normal distribution.
Then by using the above arguments, it follows that

1
q)](x):/v{a)e QIM{E < x} =r}dr

v {a) € QIT(x — /mni(w)) > r} dr

el
v{a)e Qi (@) < u}dr

I

1
g—f_{_ 25_@ (x—’Y“l(r)) dar + / ZQ_(D (x — T_l(r)> dr
o+o0c o+o mo o+o Jmao

Il
o 3 T —_°

0
1
20 x—=Y"Yr)
+ — | o ——2)dr,
o+0o mo.

)
where Y(z) =sup, ... . T1(z1) A T2(z2) A+ A Yu(2n).

Hence, (9) is proved. With the similar argument, we can verify that (10) holds.
Thus, the proof is completed. O
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Example4 Let 0y, m2,...,n, be independent random variables under E, and
71, T2, . . . , Ty be independent uncertain variables with regular uncertainty distribu-
tions Y1, Y2, ..., Yy, respectively.

(i) The maximum
E=mVmV - Vn,VTVvVnpV.--- VT,
has a lower distribution
@i (x) =T x)vfm <x}---v{nm < x} (11
and an upper distribution
Qr(x) =Y ()V{n < x}---V{nm < x}, (12)

where T is the uncertainty distribution of 71 V 7 V - - - V 1, (see Exercise 2.13
in Liu 2015) determined by

T(x) = T1(X) A Ta(x) A - A Tp(x).

(ii) The minimum

E=mMAMA - ANuATIATIA - ATy
has a lower distribution
Q) =1-[1-TWOIA—-v{im=xph---A—-vinm =xph  (1A3)
and an upper distribution
Qo) =1—-[1=TX)]A=V{n =xP---(A—=V{n, <x}, (14)

where T is the uncertainty distribution of 7y A 72 A - - - A T, (see Exercise 2.12
in Liu 2015) determined by

T(x) = T1(X) V Ta(x) V-V Tp(x).

Proof (i) According to (5) and using the fact that ny, n2, ..., 7, are independent
random variables under [E, it can be shown that

1
O (x) = /v{a) € QIM{& < x} = r}dr

0
1

= /U {a) € QU <xjn-Ningm<x) T(x) = r} dr
0
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T (x)

_ / v{we QU <x)N-- 0 (< x)) dr
0
=T@v{n <x}---v{n, <x},

where Y (x) = Y1(x) A Ta(x) A--- ATy (x). Similarly, we can verify that (12) holds.
(ii) Since n1, 72, ..., N, are independent random variables under E, from (3), it
yields that
1
@10 = [vlo € QM <x) 2 r)dr
0

1
=1—/V{w€Q|M{$>x}zr}dr
0

1
=1- /V{a) € Q>N [1 =T )] > r}dr
0

1-Y (x)
=1- f Vi{iwe Q{n: >x}N---N{ny > x}}dr
0
=1-[1-="X]1V{n >x}---Vi{n, > x}
=1-[1=-TX]IA—-v{m <x} -1 —vinm <x}),

where Y (x) = T1(x) vV Ya(x) V.-V Y, (x). Similarly, we can verify that (14) holds.
The proof is completed. O

Theorem 2 Assume that ny, na, ..., nm are independent Boolean random variables
under E (see Definition 17 in Appendix A), i.e.,

)1, with possible probability measure pi, (15)
= 0, with possible probability measure 1 — p;,
where p; € [£i,ﬁi], i=1,2,...,m.Andlet 11, 12, ..., T, be independent Boolean
uncertain variables, i.e.,
1, with uncertain measure q;,
7 = . . 9 (16)
0, with uncertain measure 1 — q;,

forj =1,2,...,n.Suppose that f is a Boolean function from {0, 1Y*+1 t0 {0, 1} and
g is a Boolean function from {0, 1} to {0, 1}. Then

5:f(g(rllwu’nm)vfl,'@a--wfn)
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is a Boolean uncertain random variable satisfying the following properties:

(1) if the equation g(x1,...,xp) = 1 (x; € {0,1},i = 1,...,m) has a unique
solution {y1, ..., ym} in set {0, 1}" and f(0, 11, 172, ...,74) = 0, then

chig =1} =[TwiODZG1, ... ym), (17)
i=1
and
CH(E =1} =[[wiG)ZGr. ... ym); (18)
i=1

(i) if the equation g(x1,...,xy) = 0 (x; € {0,1},i = 1,...,m) has a unique
solution {y1, ..., ym}inset {0, 1}" and (1,11, 72,...,7Ty) = 1, then

m
chig =0y =[JwiODZG1, -, ym), (19)
i=1
and
m
CH{E =0} =[[uiG)ZOn. - ... ym)- (20)
i=1
Here
sup min v;(z;),
FEO ey ) o2l seenzn)=1 1550
if sup 1<min vj(zj) < 0.5,
ZO1s .. Ym) = 1 LG5 ¥m)s21sezn)=1 —J—_" 1)
- sup min v;(z;),
FEOL s ¥m) 2o z)=0 15750
if sup min vj (zj) > 0.5,

GO Ym) 2 seenzn)=1 15720

sup min v; (z)),
F @1 v Ym) 21 0enzn)=0 1S =1
if sup ]r<mg vj(zj) <0.5,
Z(y, ..., V) = FE1 e Ym)s215-0:20)=0 —/—." (22)
1-— sup min v_i(zj),
FEOT oo ym) 21 senzn) =1 15750
if sup min v;(z;) > 0.5,

PACC T ,Vin)yzlv--wZn)=01§jS"

X ) | — 17
wign =1 L Y 23)
1-Dp;, ifyi=0,
wn =1 P Y=l 24)
1 L 1_£i’ l‘fyl :O’
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and
qj, iij:l,

. (25)
1 —gqj;, ifz; =0.

Uj(Zj):{

Proof (i) By the operational law of uncertain random variables (Theorem 1), we have

chig =1} = (]‘[ wi<y,»>)

i=1

M{f(g(yl,...,ym),‘lf],tz,...,‘l:n) = 1}

and

m

CH{E =1} = (Hmm)
i=1
MA{f@EO, s Ym)s T T2, s Te) = 1

where (y1, ..., yn) istheunique solutionof g(x1, ..., x,,) =1.Since f(g(¥1, .-, Ym),
71, T2, . . ., Tp) is essentially a Boolean function of uncertain variables, it follows from
the operational law of uncertain variables that M { f (g (y1, .- ., Ym), T1, T2, .- ., Ty) =1}

is determined by (21) (see Theorem 2.23 in Liu 2015), thus (17) and (18) are verified.
By using the similar method of proof of (i), we can prove (ii). Therefore, it is
omitted. The proof is completed. O
Example5 Let n{,n2, ..., n, be independent Boolean random variables under E
defined by (15), and 71, 13, . . ., T, be independent Boolean uncertain variables defined
by (16).
(i) The minimum
E=MAMA AN ATIATIA - ATy
is a Boolean uncertain random variable such that
chi§ =1y =p,p,---p, (@ NG A Agn), (26)
and
CH{§ =1} =pip2- Pul@i ANG2 A== Agn). (27)
(i1) The maximum
E=mVmV--- Vi VTIVn V- V1,

is a Boolean uncertain random variable such that
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ch{t =1} =1—CH{t =0}
=1-(=p)A=p)-(U=p YA=qVqV--Vagy), (28)

and

CH{E =1} = | — ch{t = 0}
=1-0-pDU =Dy - A=DP,)A—=q1VqV---Vagm. (29

4 Expected value

Let n1, n2, ..., nym be random variables under E, and 11, 12, ..., T, be uncertain vari-
ables. Then, the uncertain random variable

E=fmi,n2 ..., 0m, 11, T2, lcdots, T,)

has the following four types of expectations:
(i) Upper expectation

E[é] = IE{E‘ [f (YI: )’27 ey ym: T, 025000y TI‘[)]yI-:m,i:],2 ,,,,, m }

=sup Ep, {ELf (V1.2 -2 Yo T T2 oo T izt 2,m Jo (30)
e®

(i1) Lower expectation

g[s] = g{E [f (yls V2, s Ymsy T T2y v ey Tn)]y,-:m,izl,z ,,,,, m }
= 912(1; EP(-){E [f (yla Y2, .oy Ym> T, T25 ¢ vy Tn)]yl-:nl-,izl,z,,_,m }7 (31)

(iii) Choquet expectation with respect to C H

o) 0
Ecnlt] = / CH{E > x)dx — / I - CH{E > x)dx
0 —00
o) 0
= / CH{¢ > x}dx — / ch{& < x}dx, (32)
0 —00

(iv) Choquet expectation with respect to ch

[ee) 0
Ecpl8] = / chiE = x}dx — f 1 — chit = x}dx
0 —00
o0 0
= /ch{é > x}dx — / CH{¢ < x}dx. (33)
0 —00
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Remark 2 (i) In (30) and (31), E[f(y1,---+ Ym,s T1,--., Tn)] denotes the expected
value of uncertain variable f (y1,..., Ym, T1,..., Tn), and it is finite. In (32) and
(33), at least one of the two integrals is finite.

(i1) From (30) and (31), we can verify that E and & have the same properties as E
and &, respectively.

Theorem3 Let ny,m2, ..., nm be independent random variables under E, and
71, 72, . . . , Ty be independent uncertain variables with regular uncertainty distribu-
tions Y1, Yo, ..., Y, respectively. Assume that {Fy,(y;), i € Rlgce, is a family
of distributions of n; corresponding to the set of probability measures { Py, }o.co);,
fori =1,...,m, respectively. Then, the upper and lower expectations of uncertain
random variable ¢ = f(n1, ..., Mm, T1, T2, ..., Ty) are

[e¢]

oo 1
E[£] = sup / sup //f(yl,...,ym,Ti:](a),...,Tizl(oz),
o0 0

01€0; On€Op
—c0 _

T -, - a)) dadFy,, (ym) | - - - dFp (y1) (34)

lk+1 l

and

e ¢]

oo 1
Cre] = i o -1 —1
—00 0

—00

lA+1

L a0 = ) dad By, () | - dFa ), (35)

respectively, where f (N1, 12, ..., Om, T1, T2, - . ., Tp) IS Strictly increasing with respect
1o Ty, ..., T, and strictly decreasing with respect to T, . .., Ti,.

Proof Without loss of generality, we only prove that (34) holds for m = 2, the proof
of other cases of (34) is similar.
Suppose that { Ps}sca is a family of joint probability measures of 11 and 7. Since

f 1, y2, 71, 72, .. ., Ty) is strictly increasing with respect to 7;,, ..., T;, and strictly
decreasing with respect to t;,,,, ..., T;,, then by Theorem 2.30 in Liu (2015), we
obtain

E[f ()’1,)’2, 7:], T27 "'77:}1)]

=/1—F(x;y1,yz)dx— / F(x; y1, y2)dx
0
1
/f 2 @, T @ =, - @) de
0
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where F(x; y1, y2) is the uncertainty distribution of f(y1, y2, 71, ..., Tn).
Since 1, is independent to 11 under E, it follows from (30) that

1
E[£]=sup Ep, |:/f<n1,n2,Till(a),. RO RIS .,Tinl(l—a))daj|
SEA o

oo 1
= sup Ep, | sup //f n.y2, Y (Ot),‘.‘,Tl-Zl(a),
01€0 92602
—o00 0

-1 -1
Tl a-w, o a- a)) dadFy, (yz):|

00 oo 1
= sup f sup //f(ylsyz,T,fl(a),---,T;I(a),
016@1_00 6,e®) o0 0

L1 -a),. ,Tin](l—a))dﬂldFez(Y2))dF01()’1)-

lk+l

Hence (34) is proved. With the similar argument, we can prove that (35) holds. Thus
the proof is completed. O

Theorem 4 Let iy, 02, ..., 0, be random variables under E, 11, 132, . . ., T,, be uncer-
tain variables and

E=fMsn02s -y My T T25 - -+, Tn)

be an uncertain random variable. Then

Ecpl€] < E[€] < E[£] < EchlE]. (36)

Proof Firstly, for any non-negative uncertain random variable &, from (32) and (33),
it follows that

[e¢]

Eapl] = / chiE > x)dx

vi{iw e QUMI{E > x} > r}drdx

inf Py {w e QM{& > x} > r}drdx

oo 1

I

oo 1

]
oo 1

< ing //Pg {w e QIM{E > x} = r}drdx
0 0
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( / ME = x}dPgdx)
0

o

= ¢l¢] (37)

[
[

{O\

M{E > x}ddeg)

and

[e¢]

Eculél= | CH{§ > x}dx

0\8 0\8 S

Viw e QM{é > x} > r}drdx

o _

1
/ sup Py {w € QIM{& > x} > r}drdx
0 0O

oo 1

> sup //Pg {w e QM > x} > r}drdx)

0e® 00
= sup //M{é > x}d Ppdx

0e® 0 o
= sup ///\/l x}dxd Py

0e® P
= E[£]. (38)

Secondly, for any uncertain random variable &,
E=8"-¢7,

where £t = £ v 0 = max{£,0}, £~ = —(£ A0) = —min{, 0}. Then by (32) and
(33), we have

Ecpl€l = EcpléT1— Ecple™1, Ecnulél = Ecylst1— EqplE71.
Applying (37) and (38), it yields
Ecnl61 < EIET1— EE71, Eculé]l > E[ET1-E[E71
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From the sub-additivity of E and the fact that £ [E] = —E [—£&], it can be shown that
E[E] < E[EY]1— &1, ElE]= ElET] - E[E7 1.

Finally, by using the above arguments and noting the fact that El£] < E[£], we
obtain

Enl€] < E[€] < E[£] < Ecnl£].

The proof of Theorem 4 is completed. O

Theorem 5 Let n be a random variable under IE, and t be an uncertain variable. Then,
we have

(i) ~
E[n+ ] =E[n] + E[7] (39
and _
En+ ] = &€l + Elx]; (40)
(i) )
E[nt] = (E[t)TEln] + (E[x]) " E[-7] 41
and B
Emtl = (E[t)TEM + (E[t) ™ E[-n]; (42)
(iii)
oo 1
EcH[n—f-r]:// {we ]l — F(x —n) >r}drdx
0 0
0 1
//v{weQ|F(x—n)zr}drdx 43)
—00 0
and

Ech[n+t]://v{wtel—F(x—n)zr}drdx

1
—// Viw e Q|F(x —n) > r}drdx, (44)
0

—0o0
where F (x) is the uncertainty distribution of t.

Proof (i) According to (30), the uncertain random variable n + t has an upper expec-
tation
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Eln+tl=sup Ep, {E[y + tlly=y}
0ec®

= sup Ep,[n] + El7]
0ec®

= E[n] + E[z]. (45)

Similarly, by (31), we can show that the uncertain random variable n + 7 has a

lower expectation _
Eln+ ]l = &M+ Elr].

(i1) From (30), the uncertain random variable nt has an upper expectation
E[nt] = sup Ep, {Elyt]ly=y}
0e®

= sup Ep, (nE[7]}
He®

= (E[zDEln] + (E[z])~E[-n]. (46)

Similarly, by (31), we can show that the uncertain random variable nt has a lower

expectation 5
Entl = (E[xDTEM + (ElzD)~El-n].

(iii) Applying (32), it is easily obtain that

00 0

ECH[YI+T]=/CH{U+sz}dx—/ch{ﬂ+T§x}dx

—00

0

oo 1
:f/V{weQU—F(x—n)zr}drdx

0 0

0

1
—// v{w e Q|F(x —n) > r}drdx,
0

where F(x) is the uncertainty distribution of t.
With the similar argument, we can verify that (44) holds. The proof of Theorem 5
is completed. O

Theorem 6 Assume n and 0y are random variables satisfying that 0, is independent
to n1 under E, t1 and t; are uncertain variables, and for any given real numbers yi
and yz, f1(y1, t1) and f>(y2, 12) are real-valued comonotonic functions with respect
to 11 and 1. Then

ELfi(n1, 7)) + fa(na, )1 = ELfi(n, )] + E[f2(n2, 12)] 47)

and

ELAI, t) + fa(na, @)1 = ELA, T)] + ELA 02, ©)]. (48)
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Proof Since fi(y1, t1) and f>(y2, 72) are real-valued comonotonic functions with
respect to uncertain variables 71 and 12, we have

E[fi(y1, t1) + 2(2, ©2)] = E[fi(y1, T)] + E[ f2(y2, T2)]

according to Definition 4. Then from (30), it follows that

E[fi(n1, T1) + foa(n2, ©)]

= sup Ep, [E[fl 01, ) + 202, @)y =n1, yzznz}
e®

= gug Ep, [E[fl 1, @) ly=n + ELH2(2, fz)]y2=n2}-
(49)

Denote
gi(m) = ELfi(y1, Ty =

and
g2(m) = E[f2(y2, ©2)]yr=np-

Hence

ELfin. 1) + o, )] = sup Ep, {g1(m) + g2(n2)}
i

=sup Ep, {Sup Epy[g1(y1) + g2m2)1y,=n, }
fe® 0e®

= sup Ep, {gl(m) + sup Ep, [gz(nz)]}
He® 0e®

= sup Ep, [g1(n1)] + sup Ep, [g2(172)]
He® 0e®

= E[fi(n, )]+ E[f2(n2, T2)] (50)

by Definition 13 (i) in Appendix A. In the similar way, we can verify that (48) holds
and the proof is completed. O

5 Uncertain random programming

In this section, we suggest some classes of uncertain random optimization models,
called uncertain random programming under U-S chance spaces, to solve decision-
making problems in uncertain random environments.

Assume that x is a decision vector, & is an uncertain random vector, f(x, &)
is an objective function, and g;(x, &) are uncertain random constraint functions,
Jj = 1,2,..., p. Since the uncertain random objective function f(x, &) cannot be
directly maximized or minimized, we may maximize or minimize its expected values.
Furthermore, since the uncertain random constraints g;(x,§) < (=)0, j =1,...,p
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do not define a crisp feasible set, it is naturally desired that the uncertain random
constraints hold with confidence levels o; or 8;, j = 1, ..., p. Then we have the
following two sets of chance constraints:

CH{gj(x,§) 20} =aj, j=1,...,p (D

and
chigj(x,§) <0} >B;, j=1,...,p. (52)

Four uncertain random programming models based on U-S chance theory are intro-
duced in the following.

5.1 Two robust uncertain random programming models

In order to obtain a decision-making with maximum expected objective value sub-
ject to a set of chance constraints, we suggest the following two uncertain random
programming models:

max £ (x, )]
(a) | subject to: (53)
CH{gj(x,§) >0} <aj, j=1,....p

and
max Ecp[f (¥, 8]

(b) 1 subject to: (54)
CH{gj(x,§) >0} <a;, j=1,...,p.

Definition 8 A vector x is called a feasible solution to the uncertain random program-
ming model (a) (or (b)) if

CH{g;(x,£) >0} <aj, j=1,...,p. (55)

Definition 9 (i) A feasible solution x* is called an optimal solution to the uncertain
random programming model (a) if

ELf(x*, ©)]= ELf (x, §)] (56)
for any feasible solution x.
(ii) A feasible solution x* is called an optimal solution to the uncertain random
programming model (b) if

Ecplf (x*,8)1 > Ecnlf(x, §)] (57)

for any feasible solution x.

@ Springer



Uncertain random programming models in the framework...

5.2 Two radical uncertain random programming models

In order to obtain a decision-making with minimum expected objective value sub-
ject to a set of chance constraints, we suggest the following two uncertain random
programming models:

min E[f (x, £)]

(¢) 1§ subject to: (58)
chigj(x,§) <0} >p;, j=1,...,p

and
min Ecy[f(x, §)]

(d) | subject to: (59)
ch{gj(x,§) <0} >B;, j=1,...,p.

Definition 10 A vector x is called a feasible solution to the uncertain random pro-
gramming model (c) (or (d)) if

chigj(x,§) <0} >B;, j=1,....p. (60)

Definition 11 (i) A feasible solution x* is called an optimal solution to the uncertain
random programming model (c) if

E[f(x*, §)] < E[f(x, )] (61)

for any feasible solution x.
(ii) A feasible solution x* is called an optimal solution to the uncertain random
programming model (d) if

Eculf(x*, &)1 < Eculf(x,8)] (62)

for any feasible solution x.

5.3 Equivalent conditions of uncertain random programming models

In this subsection, we state some equivalent conditions of the above four uncertain
random programming models as the following two theorems.

Theorem7 Let ny,m2, ..., nm be independent random variables under E, and
11, T2, ..., Ty be independent uncertain variables with regular uncertainty dis-
tributions Y1, Yo, ..., Y, respectively. Assume that {Fy, (y;),yi € Rlyco, is
a family of distributions of n; corresponding to the set of probability mea-
sures {Po.}oco; for i = 1,....m. If f(x,n,m,...,0m, T1,72,...,Ty) and
gi(x,n1,n2, ..., M, T, T2, . . ., Ty) are strictly increasing with respectto v, , . . ., Tj,
and strictly decreasing with respect to Tj_,, ..., Ti,, for j = 1,..., p, then
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(1) the uncertain random programming (a)

m‘;flxg[f(xs 771, ’727 ey nms Tlv 772, IR ] Tn)]
subject to: (63)
CH{g;j(x,n,m2....Mm,T1, 72, ..., ) =0} <aj, j=1,...,p

is equivalent to the crisp mathematical programming

-1
f . f ey ,T' P ,
m}gxgllgol / 9,,,120,., f / x By Ym Y i (@
1
Tl (=, TN = @) dadFy, () -+ dFgy () (64)
subject to:

1
/ Vi{we QU —-G;O;x, 01,12, ...mm) Zr}dr <aj,j=1,...,p;
b .

(ii) the uncertain random programming (c)

min ELf Q61 12, s T T2 T)]
subject to: (65)
Ch{gj(x’7711772,-~,77m,751,1'21~-~775n) SO} Zﬁ]» .]: ]97p

is equivalent to the crisp mathematical programming

min sup / .. sup / / X, V] eens )m,TA 1(oz),...,'Y‘lfl(oz),
X 9,0, emeom k
1
Tl A =a. (= @) dadF, () - dFg, (1) 66)
subject to:

1
[0 v{weQIG;jO:x, 1m0 ..onm) = r}dr =B, j=1,....p,

where for each j € {1,...,p}, G;j(z;%,¥1,¥2, ..., Ym) is the uncertainty
distribution of uncertain variable g;(x, y1, Y2, ..., Ym» T1, T2, . .., Tp) for any
given real numbers yi, y2, . .., Ym, and is determined by its inverse function

G;l(a,x,yl,yz, o) = g (%2 T @),

-1
@ A=, T = ).

Proof 1t follows from Theorem 1 and Theorem 3 immediately. O

Theorem 8 Let 1y, 12, ..., Ny be random variables under E, and t1, 12, ..., T, be

independent uncertain variables with regular uncertainty distributions Y1, Y3, ..., Tp,
respectively. If f(x,n1,m2, ..., Mm, T1, T2, ..., Ty) and (X, N1, N2, .- ., N, TN, T2,

, Tp) are strictly increasing with respect to t;,, . . ., T;, and strictly decreasing with
respect to Ty, ..., Ti,, for j =1,..., p, then
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(1) the uncertain random programming (b)

m;r}XEch[f(xv r“v '727 L) nm, r]v 127 MR Tn)]
subject to:

CH{gj(xs’71»7127“-,nmaflyfzy---,fn)20}50[]'9].:17---917

is equivalent to the crisp mathematical programming

[ee) 1
max / / vi{iwe QI - F(zx,n,m, ..., Nm) =1}
x |Jo Jo

drdz —f?oo folV{w € QIF(Z; X, n1,M2, -, m) = r}drdz}

subject to:

1
/0 V{we Q1 =G;O:x,ni,m.....nm) > r}dr <aj,j=1,....p;
(ii) the uncertain random programming (d)

HkinECH[f(x, 7)], 7)27 LI ) nm, Tlv t25 sy Tn)]
subject to:

Ch{gj(xs7711772»---,77m,fl,'521---,Tn)SO}Zﬁj, ]:lvsp

is equivalent to the crisp mathematical programming

00 1
min{f / Vioe Q= @ 1. m . oim) = 1)
x 0 0

drdz — [0 o viw € QF@x. . m. . ) = r}drdz}

subject to:

1
/o v{we QGO x,ni 2. ...nm) Zr}dr= g j=1,...,p,

(67)

(68)

(69)

(70)

where F(z; X, y1, Y2, . . ., Ym) IS the uncertainty distribution of uncertain vari-

able f(xX, Y1, Y2, -++s Ym, Tl» T2, - . . , Tp) for any given real numbers y1, ya, .. .

Ym, and is determined by its inverse function

F N e %, y1y2, o ym) = f(x,yl,yz,...,ym, T (@),
Y@ A —a)),

ik+1

)

and for each j € {1, ..., p}, G;j(z; X, y1, y2, - .., Ym) IS the uncertainty distri-
bution of uncertain variable g;(x, y1, Y2, ..., Ym, T1, T2, - . . , Tp) for any given

real numbers y1, y2, ..., Ym, and is determined by its inverse function

Gl (@ X, y1,y2, s ym) = gj(x,yl,yz,-..,ym, 1 (@),

B Pl C) TR e U R RS el e B a)).

Le+1
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Proof It follows from (32), (33), Theorem 1 and Axiom 2 of Definition 1 immediately.
O

6 Some applications of uncertain random programming models

In this section, some applications of two types of uncertain random programming
models are given, namely, stock investment in incomplete financial market and system
reliability design, respectively.

6.1 Stock investment in incomplete market

The optimal stock investment problem has always been a hot issue in the fields of
economics and finance, and stock investment in incomplete financial market contains
rich uncertainties, which disturb the choice of optimal strategies.

In finance, it is widely known that if the market is complete, then there exists a
risk-neutral and unique probability measure P. However, if the market is incomplete,
then this neutral probability measure is no longer unique, but there exists a series of
probability measures { Pg}pc@. Incompleteness refers to the fact that more than one
probability plays on the market, yet we have no way of knowing the transformation
law. In this case, sub-linear expectation theory can be employed to analyze problems
of mathematical finance, such as optimal investment.

In financial market, when no samples are available to estimate probability mea-
sures, we have to invite some domain experts to evaluate the belief degree about the
unknown state. In this case, uncertain measures can be applied to analyze problems
of mathematical finance, such as optimal investment.

Suppose that there exist two types of stocks in incomplete financial market, and the
total number of stocks is m + n. Foreach i = 1, 2, ..., m, the initial price of the ith
stock is Yé, and the process of price change of the ith stock can be described by the
following uncertain stock model (see Sect. 16.1 in Liu 2015):

Ay} = p; Y/ dt + v Y/ dC!, (71)

where Wi is the drift coefficient, v; is the diffusion coefficient, which are both constants,
and C .is Liu process _(see Definition 14.1 in Liu 2015). The solution of (71) is
Y/ = Yiexp(uit 4+ v;C}). Definition 14.3 in Liu (2015) shows that the expected value

of Y/ is
yi (uit) vitﬁ ; T
) exp(i; , 1< ,
Eyij={"° " sin(vitv/3) i3 (72)
b4
+o0, t = VR
In addition, foreach j = m+1,m+2, -- - , m +n, the initial price the jth stock is

N({ , and the process of price change of the jth stock can be described by the following
stochastic differential equation driven by one-dimensional G-Brownian motion {B; }
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(see Definition 3.1.2 in Peng 2019):
dN/ = ¢;N/dt + o;N/dB] + a;N/d(B)/, (73)
wheree;, 0}, a; are constants, and {(B ),j } is a process of quadratic variation (see Sect.

3.4 in Peng 2019) with respect to {B,j }. By using G-1td’s formula (see Theorem 3.6.5
in Peng 2019), it can be calculated that

Af::A%emoPgt+ony+—< ~—%o}><8ﬂ}, (74)
and when o; = éa it is known that
EIN/]1 = —E[-N/]
_ Njexp(ejn) / xp [a, x_i| 0. (75)
tha 207

from Proposition 3.1.6 in Peng (2019).

The financial product is purchased at the moment O and sold at the moment 7. Let
xy represent the number of shares of the k-th stock (k = 1, 2, ..., m + n) purchased,
Y} represent the stock price of the ith stock (i = 1,2, ..., m) at the moment 7', and
N% represent the stock price of the jth stock (j =m + 1,m +2,...,m + n) at the
moment 7. Denote

X = (X1,X2, -y Xm4n)

and
= (vl v? +1 +2 i
E= (Y7, Y3, ... Y NP NI2 N,

Let T (x, &) represent the total price at the moment 7" of financial product pur-
chased and Tk (x, &) represent the price at the moment 7" of xj shares of the kth stock
purchased, then

Yk k=1,2,...,m

Ti(x,&) = 76
K. 8) kaf,kzm—i—],m—i—Z,...,m—i—n (76)
and
m—+n
T(x, ) =) T & (77)
In addition, the total cost of financial product purchased is
Cx)=x1Y] + -+ xn Y 4+ Xt NI o X N (78)
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If the initial capital is Cg, then the capital constraint is
C(x) < Cy. (79)

Under the capital constraint, we can maximize the return of financial product purchased
at the moment T by building the following uncertain random programming model:

mfxg[T(x, £)]
subject to:

C(x) < Co,

x > 1 (integer vector).

(80)

Example 6 Suppose that there are five stocks in an incomplete financial market. Two
of those obey the uncertain differential equations (71), the initial stock prices are
YO1 = 24, YO2 = 18.2, the drift coefficients are n; = 0.00216, up, = 0.0006, and
the diffusion coefficients are vi = 0.003, vy = 0.0011, respectively. The other three
stocks obey the stochastic differential equations (73), the initial stock prices are Ng =
16.3, Né =17.9, Ng = 13.6, the parameters are e3 = 0.00153, e4 = 0.00104, e5 =
0.00263, 03 = 0.0023, o4 = 0.0019, o5 = 0.005, a3 = 7.22 x 107°, a4 =
8 x 1076, a5 = 9.245 x 107°, and 03 = 1.0304, o = 1.0201, o2 = 1.0501,
respectively. The risk-free interest rate is r = 5.4 x 107>, and the maturity time is
T = 30.

If the initial capital is assumed to be 1000, by using MATLAB, we can calculate
that the optimal stock portfolio is

X* = (375 27 la ]1 3)1
the initial capital consumption is 999.4, and the expected income is 65.7.

6.2 System reliability design

Providing redundancy for components in a system is an effective method to improve
system reliability. The purpose of system reliability design is to determine the opti-
mal number of redundant elements for balancing system performance and total cost.
Suppose a series system consists of n components, and each component has only one
type of elements. The lifetimes of elements are uncertain random variables. We also
assume that redundant elements of all components are in a standby state. That is,
one of redundant elements begins to work only when the active element fails. This
approach is usually applied in cases where replacement can be accomplished imme-
diately. Therefore, the lifetime of a component is the sum of lifetimes of all elements
in the component. Let x; be the number of elements in the ith component, and §&;;
be the lifetime of the j-th element in the ith component, where j = 1,2,..., x;,
i=1,2,...,n. Denote
X =(X1,X2,...,%X,)
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and

E = (Sllv ~'-7$1x1’§21’ ~-«v'§2x2,-~~,$n17~~',§nxn)-
Let T (x, &) represent the system lifetime, and T'; (x, &) represent the lifetime of

the ith component, i = 1,2, ..., n, respectively. Then
Xi
Tix,6)=) &, i=12....n (81)
i=1
and
n
T(x,& = /\Ti(x, ). (82)

In addition, if we assume that the cost of each element in the ith component is c;,
i=1,2,...,n, respectively, then the total cost is

C(x) =cix1 +caxp+ -+ cpxy.
Suppose that the total capital available is Cy, then the cost constraint is
C(x) < Cy. (83)

When the cost constraint is satisfied, the uncertain random redundancy model can be
constructed as following to maximize the expected system lifetime:

max Ecu[T (x, 8)]

subject to: (84)
C(x) < Co,
x > 1 (integer vector).

Since T (x, &) is a strictly increasing function with respect to &, the uncertain random
redundancy model may be converted to a crisp mathematical model like (68).

Example 7 Suppose a series system consists of 4 components, and each of those con-
tains only one type of element. The lifetimes of the 4 types of elements are assumed
to be

N @&, [1,1.1D), N (10,[1,1.2]), L (5,8), L (7,10),

where N (,ui, [02 _2]) represents a G-normal distribution with an expected value of
pi, which can be generated by 1; + n; satisfying n; ~ N (0, [¢7,57]), and L (a, b)

_l’

represents a linear uncertain variable whose uncertainty distribution is

0, ifx <a,
Tx)=1&x—a)/(b—a), ifa<x<bh, (85)
L if x > b.
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Assume the costs of the 4 types of elements are assumed to be 8, 10, 12, 11, respec-
tively, and the total capital is 100. Then by using MATLAB, the optimal combination
of elements for this system is

x*=1(2,2,3,2),

the cost of consumption is 94, and the expected system lifetime is 13.27.

7 Conclusion

In the real world, there exists a class of complex systems where non-additive char-
acteristic stochasticity and human uncertainty coexist. In this case, we can employ
U-S chance theory to analyze problems in these complex systems. In this paper, we
investigate the uncertain random programming models under U-S chance theory. The
operational law for uncertain random variables is proven. Based on sub-linear expecta-
tions and Choquet integrals, four types of expectations of uncertain random variables
under U-S chance spaces are defined, and their relations and some properties are
presented. It follows from these four types of expectations that four uncertain ran-
dom programming models are provided. And the four models’ equivalent conditions
are offered. Furthermore, they can be successfully applied to optimal investment in
incomplete financial market and system reliability design.

The following is our future research plan. In this paper, uncertain random single-
objective programming models under U-S chance theory are studied. However, in
practical applications, we may want more than one objective function. Therefore,
in the forthcoming work, we will investigate the uncertain random multi-objective
programming models under the U-S chance theory and present their compromise
models and crisp equivalent models. Finally, these uncertain random multi-objective
programming models will be applied to portfolio selection in incomplete financial
market. And we have made some headway in this work as of right now.
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Appendix A Sub-linear expectation theory
In real world, there are a number of problems where human uncertainties coexist with

stochasticities characterized by non-additive probabilities. This stochasticity is usually
constrained by a family of probabilities { Py }pc@, but we do not know which one really
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works. In this case, we choose to take sup,.q Ep, and infgece E p, to analyze these
problems, where Ep, is the expectation under probability measure Py. Let (€2, F)
be a given measurable space, M be the set of all probability measures on €2, and H
be a set of random variables such that if X € H, then supy.g Ep,[|X]] < +o00.
For any non-empty subset {Ps}pce € M, A € F and X € 'H, define an upper
probability V(A) := supy.q Ps(A), a lower probability v(A) = infgpce Ps(A), a
maximum expectation E[X] := sup,.g Ep,[X] and a minimum expectation £[X] :=
infgee Ep,[X]. Obviously, £[X] = —E[-X].

Remark 3 The upper probability V and the lower probability v are two special non-
additive probabilities. Moreover, V is sub-additive, and V(A) + v(A°) = 1 for any
A € F. In fact, given a maximum expectation [E, V and v can generated by V(A) =
E[1a], v(A) = E[1a] = —E[—1a].

It is easy to show that the maximum expectation [E[X] is actually a sub-linear
expectation on H. We use the framework and notations of sub-linear expectation
introduced by Peng (2019) and Chen (2016). In the following, some definitions and
properties of sub-linear expectation theory used in this paper are reviewed.

Definition 12 (Peng 2019) A sub-linear expectation IE on H is a function E : H +— R
satisfying the following properties: for all X, Y € H, we have

(i) Monotonicity: If X > Y, then E[X] > E[Y];

(ii) Constant preserving: E[c] = ¢, c € R;
(iii) Sub-additivity: E[X + Y] < E[X] + E[Y];

(iv) Positive homogeneity: E[AX] = AE[X], A > 0.
The triple (€2, H, E) is called a sub-linear expectation space. Given a sub-linear expec-
tation E, let us denote the conjugate expectation £ of E by

E[X]:=-E[-X], X eH.

From Definition 12, it is easily shown that £[X] < E[X], E[X + ¢] = E[X] + ¢,
and E[X — Y] > E[X]—E[Y]forall X,Y € H.

Definition 13 (Peng 2019) (i) (Independence) Suppose that Y;,Y,...,Y, is a
sequence of random variables. Random variable Y,, is said to be independent to
X = (Y1,Ys,...,Y,—1) under E, if for each Borel measurable function ¢ on R"
with ¢(X, Y,) € H and ¢(x, Y,) € H for each x € R*~!, we have

Elp(X, Y] = Elo(X)],

where ¢(x) := E[p(x, Y,)] and ¢(X) € H.
(i1) (Identical distribution) Random variables X and Y are said to be identically

distributed, denoted by X 4 Y, if for each Borel measurable function ¢ on R such
that p(X), o(Y) € H,
Elp(X)] = E[p(Y)].

(iii) (IID random variables) A sequence of random variables {X;}7, is said to be

IID, if X; & X, and X, is independent to ¥ := (X1, ..., X;) for each i € N.
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Definition 14 (Maximal distribution, Peng 2019) A random variable 1 on a sub-
linear expectation space (€2, H, E) is called maximally distributed if E[¢(n)] =
SUP, <y<jz ¢(y) for each Borel measurable function ¢ on R, and & = E[n], ®= Enl.

Definition 15 (G-normal distribution, Peng 2019) A random variable n on a sub-linear
expectation space (£2, H, E) is called G-normally distributed if

an—i—bﬁi a? + by, fora,b >0,

where 7 is an independent copy of 7. Denote it as n ~ N (0, [0%, 5°]), where E[5] =
El =0,0% = E[n*] and 7> = E[n’].

Remark 4 (Peng (2019)) Let n and 7 be two random variables on a sub-linear expecta-

tion space (£2, H, [E). n is called an independent copy of  if 4 n and 7 is independent
ton.

Definition 16 A random variable 1 under [ is said to be Bernoulli if it satisfies:

(i) The possible values of n are ay, az, ..., a,,n € N;

(ii) For any k € {1, 2, ..., n}, the possible probability measure that = a; is pg, and
pr+p2+--+pn=1,ie,

ay, with possible probability measure pj,

ap, with possible probability measure p»,
n=3 (A1)

a,, with possible probability measure p;,,

where py € [ﬁk’ Pelfork =1,2,... n,satisfying > }_, pr = 1,andn € N.

Remark 5 A Bernoulli random sequence {#;};~; under E is a infinite sequence of
independent Bernoulli random variables under E.

Definition 17 A Bernoulli random variable 1 under E is called Boolean random vari-
able under E, if it takes values 1 and 0, and the possible probability measures that
n=1andn =0are pand 1 — p, respectively, i.e.,

)1, with possible probability measure p, (A2)
= 0, with possible probability measure 1 — p,

where p € [p, p].

To make readers easier to understand Definition 16, we give the following typical
example of Bernoulli random sequence under E.

Example 8 Consider a countable infinity urns, ordered and indexed by the set N. It is
known that the ith urn contains w; white balls, y; yellow balls and b; black balls. The
exact numbers of w;, y; and b; are unknown, but we only know that w; + y; + b; =
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1004+ (G —1), w; € [104+ (G —1),20+G — 1], and y; € [15+G —1),304+ (@ —D].
Now we are allowed to sufficiently mix the balls and then choose a ball from the ith
urn. Let n; be a random variable defined by

1, if the ball drawn from the ith urn is white,
ni =4 0, if the ball drawn from the ith urn is yellow, (A3)
—1, if the ball drawn from the ith urn is black.

Then the distribution of n; is

( 1 0 -1 )
Piy Piy 1- (Pn + piz)

with the possible probability measures

, 9% 19+i 144 29+4i
pir € lgoy7: goyrl and pir = [gg17: Goiy |-
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