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Abstract

This thesis focuses on a class of information collection problems in stochastic op-
timisation. Algorithms in this area often need to measure the performances of
several potential solutions, and use the collected information in their search for
high-performance solutions, but only have a limited budget for measuring. A sim-
ple approach that allocates simulation time equally over all potential solutions may
waste time in collecting additional data for the alternatives that can be quickly
identified as non-promising. Instead, algorithms should amend their measurement
strategy to iteratively examine the statistical evidences collected thus far and fo-
cus computational efforts on the most promising alternatives. This thesis develops
new efficient methods of collecting information to be used in stochastic optimisation
problems.

First, we investigate an efficient measurement strategy used for the solution
selection procedure of two-stage linear stochastic programs. In the solution selection
procedure, finite computational resources must be allocated among numerous po-
tential solutions to estimate their performances and identify the best solution. We
propose a two-stage sampling approach that exploits a Wasserstein-based screening
rule and an optimal computing budget allocation technique to improve the efficiency
of obtaining a high-quality solution. Numerical results show our method provides
good trade-offs between computational effort and solution performance.

Then, we address the information collection problems that are encountered
in the search for robust solutions. Specifically, we use an evolutionary strategy to
solve a class of simulation optimisation problems with computationally expensive

blackbox functions. We implement an archive sample approximation method to

X



reduce the required number of evaluations. The main challenge in the application
of this method is determining the locations of additional samples drawn in each
generation to enrich the information in the archive and minimise the approxima-
tion error. We propose novel sampling strategies by using the Wasserstein metric
to estimate the possible benefit of a potential sample location on the approxima-
tion error. An empirical comparison with several previously proposed archive-based
sample approximation methods demonstrates the superiority of our approaches.

In the final part of this thesis, we propose an adaptive sampling strategy
for the rollout algorithm to solve the clinical trial scheduling and resource alloca-
tion problem under uncertainty. The proposed sampling strategy method exploits
the variance reduction technique of common random numbers and the empirical
Bernstein inequality in a statistical racing procedure, which can balance the explo-
ration and exploitation of the rollout algorithm. Moreover, we present an augmented
approach that utilises a heuristic-based grouping rule to enhance the simulation ef-
ficiency by breaking down the overall action selection problem into a selection prob-
lem involving small groups. The numerical results show that the proposed method

provides competitive results within a reasonable amount of computational time.



Chapter 1

Introduction and Background

The challenge of collecting relevant information to support decision-making arises
naturally in various real-world applications. An example is news article recommen-
dation. News websites often recommend a small set of news articles to visitors to
improve user satisfaction and increase website traffic. The background monitoring
system needs to identify the most popular content as quickly as possible by collect-
ing visitors’ preferences, which are determined based on clicks or search terms. In
this context, a contextual bandit algorithm could be utilised to improve the effi-
ciency of information collection [Li et al., [2010]. Artificial intelligence game playing
is another example in which efficient information collection is necessary. Google
DeepMind’s AlphaGo defeated Ke Jie, one of the best Go players, during the 2017
Future of Go Summit. Go is characterised by uncertain opponent actions and nu-
merous possible moves at each step. The challenge for AlphaGo was to determine
the best move by exploring the possible future outcomes of each move within a
limited time. To address this challenge, AlphaGo employed a sampling algorithm
called upper confidence bounds applied to trees to guide the measurement process
[Esteva et al., 2017]. Information collection problems also exist in the dose-finding
design. Pharmaceutical companies recruit participants to collect clinical data for
testing the safety and efficacy of experimental drugs in various dosages. However,
different participants might react differently to the experimental drugs. Companies
need an efficient clinical trial design to identify the optimal dosage that satisfies

pre-specified clinical goals [Thall, [2012].



1.1 Review of Efficient Information Collection

The diversity of real-world problems pose numerous challenges in information collec-
tion that inspire new thoughts and research directions. Many research communities
have been formed to advance the state-of-the-art in measurement strategies and
resolve practical information collection problems through theoretical and method-
ological innovation. [Powell and Ryzhov| [2012] performed a comprehensive review of
efficient information collection approaches and their applications. In the following,
we review several studies that are more closely related to the works of this thesis.
Statistical ranking and selection (R&S) is one of research streams that have
devoted extensive efforts to address such information collection problems. This
research field is concerned with problems where a finite set of competing alterna-
tives, such as business rules, engineering designs or scheduling policies, is to be
compared within a certain amount of time. The goal of this process is to assign
evaluation time as efficiently as possible across alternatives to select the best alter-
native when evaluation time runs out. Three main approaches are often cited in
the literature, namely, indifference-zone, optimal computing budget allocation and
expected value-of-information. The indifference-zone method was firstly proposed
by Bechhofer [1954] and could find the best whenever there exists a zone between
the best and second best alternatives. The earliest version is not an anytime al-
gorithm, which means that a specified simulation rule (i.e. simulation replications
for each alternative) is followed to finish all requested simulations to ensure that a
probability guarantee is achieved. |Kim and Nelson [2001] and [Jeff Hong [2006] later
extended the idea of indifference zone to be a sequential procedure that can stop
whenever the simulation budget is exhausted, but it no longer has such probability
of correct selection guarantee. Recently, Fan et al. [2016] imposed an assumption
of unequal means and proposed a new indifference-zone formulation without the
need to specify the indifference zone. Optimal computing budget allocation is a
Bayesian decision-theoretic approach that iteratively maximise the probability of
correct selection. |Chen| [1995] first proposed this appraoch and applied the Bonfer-
roni inequality to create a lower bound approximation for the probability of correct
selection, so that the algorithm could evaluate the potential improvement by using
the predictive posterior distributions. Some recent works in this framework can be
found, for example, in |Chen et al.| [2000]; Fu et al.| [2007] and Peng et al. [2016).
Moreover, some variants of optimal computing budget allocation take the expected
opportunity cost of wrong selection as the simulation objective (e.g. see He et al.
[2007] and |Gao and Chen| [2015]). Another class of Bayesian approach is so-called



expected value-of-information that myopically collects the sampling information to
improve the decision-maker’s knowledge state. |Chick and Inoue [2001] first proposed
a two-stage sampling procedure in the principle of expected value-of-information.
Chick et al. [2010] developed two sequential approaches that iteratively assign a
small amount of samples to several or one designs per sampling stage. |Frazier et al.
[2009] later implemented this idea and proposed a so-called knowledge gradient
method to handle the the R&S problem with correlated normal beliefs. [Scott et al.
[2011] extended the idea of knowledge gradient to account for continuous decision
variables. For a comprehensive review on R&S methods, readers are referred to
Branke et al.| [2007].

The studies on multi-armed bandit (MAB) problems constitute another im-
portant research community. In the MAB problem, a slot machine with multiple
arms is given, each of which gives a stochastic reward when pulled. The distributions
for the stochastic rewards collected from various arms are unknown. The objective
is to play the arms one-by-one in an optimal sequence to maximise the expected to-
tal reward in the bandit process. A good balance between exploitation (pulling the
best arm given current information) and exploration (collecting more information to
find a better arm) is needed. The MAB problem was first studied during the Second
World War and is challenging to be solved optimally. |Gittins| [1979] proposed an
index policy that computes a so-called “Gittins index” for each arm and chooses the
arm with the largest index value at each period of the bandit process. The Gittins
index policy has been proved optimally for infinite-horizon stationary MAB prob-
lems with time-discounted rewards. |[Lai and Robbins| [1985] further showed that
the Gittins index policy can be asymptotically optimal in the finite-horizon bandit
process. On the other hand, the Gittins index policy is no longer guaranteed to be
optimal for the restless bandit problem where selected and unselected arms respec-
tively will produce various rewards, and their states continue to evolve regardless of
the player’s actions. Papadimitriou and Tsitsiklis| [1999] showed that the computa-
tional complexity of restless bandits is PSPACE hard. Whittle [1988] first studied
the restless bandits with time-average rewards. He applied the Lagrange relaxation
to reduce the complexity of solving the restless bandits model and thus received a
Whittle index policy. The success of Whittle’s method relies on a structural prop-
erty called “indexability”, which might not be hold for all restless bandits. In the
literature, the indexability property has been established for some special classes of
restless bandits, such as stochastic scheduling problems |Glazebrook et al., |2006],
bidirectional restless bandits |[Glazebrook et al., 2013] and reinitialising restless ban-
dits [Villar, [2016]. For more details on the Gittins and Whittle index policies, we



refer readers to the book by Gittins et al.|[2011]. Another class of index policies that
have received considerable attention in recent years is the upper confidence bound
policy. The index of each arm is calculated as the sum of empirical average reward
and a “bonus” term. Similar with Gittins-like index policies, the upper confidence
bound policies choose the arm with the highest index value at each period. For
the stationary MAB problems, the basic setting of the bonus term is defined by
Hoeffding confidence bounds |[Auer et al., 2002]. In the literature, some variants of
bonus terms can be found, e.g. sample variance based confidence bounds |Audib-
ert et al.l [2007], or relative entropy-based confidence bounds |[Cappé et al., 2013].
Moreover, some studies were presented to deal with the case of restless bandits,
see |Garivier and Moulines| [2011] and Bouneffouf and Féraud, [2016]. The research
on the use of efficient measurement strategies for optimisation problems is closely
related to our works. For instance, in the traffic network optimisation problems,
Ryzhov and Powell [2011] assumed the time taken to pass through an individual
edge is stochastic and applied the knowledge gradient policy to collect information
on the edges to find the shortest path. Ryzhov and Powell [2012] studied a gen-
eral linear programming problem with stochastic input parameters. One needs to
identify the location of the optimal solution by collecting relevant information on
input parameters. The challenge is that inaccurate estimations of input parameters
might mislead the simplex algorithm about vertex locations. [Defourny et al.| [2015]
assumed that the parameters of the objective function in a robust optimisation
model are unknown, and proposed an efficient measurement strategy to refine the
optimisation model. Moreover, efficient information collection methods are widely
used in the simulation optimisation problem. Jones et al|[1998] considered a sim-
ulation optimisation problem with expensive black-box functions, and proposed an
efficient global optimisation method to sequentially update a Kriging meta-model
of the black-box objective function. The basic idea of this method is similar with
that of the knowledge gradient policy, which evaluates the point that will lead to
the largest expected improvement with respect to the current best solution at each
simulation stage. Ahmed and Alkhamis| [2002] combined the use of indifference zone
with simulated annealing to improve the algorithmic efficiency. [Shi and Olafsson
[2000] proposed a nested partitions method that systematically partitions the de-
cision space and collects information to identify the most promising region. For
finite-horizon Markov decision processes, Chang et al.| [2005] proposed a multi-stage
adaptive sampling algorithm that utilises the upper confidence bound policy to
balance the exploration and exploitation when searching for optimal state-action

functions. |Chang et al.| [2007] presented a pursuit learning automata approach that



assigns equal probabilities of obtaining evaluations to all candidate actions at the
initial simulation stage and then sequentially increases the evaluation probabilities

for promising candidate actions.

1.2 Structure of Thesis and Contributions

This thesis deals with some aspects related to efficient information collection in
stochastic optimisation. Our focus is on sampling approaches that estimate the
performance of potential solutions and guide algorithms towards the most promising
solutions. The thesis structure and contributions are summarised as follows.

Chapter 2 studies the information collection problem that arises from the
post-processing procedure of two-stage stochastic programs. The sampling-based
stochastic programming model in the complex applications tends to be computa-
tionally challenging. Thus, a reasonable sample size needs to be identified, and
a group of approximate models can then be constructed using such a number of
samples. These approximate models can produce a set of potential solutions. We
consider the problem of distributing a finite computational budget among numerous
potential solutions for identifying the best solution. We propose a two-stage mea-
surement strategy: Firstly, we utilise a Wasserstein-based screening rule to remove
a number of inferior solutions from the simulation. The key to the success of this
screening rule is the quantitative stability of Wasserstein metric in stochastic pro-
grams. We can infer an upper bound performance of potential solutions by using
the Wasserstein distances between samples in the approximate models and those in
the actual model. Secondly, we apply optimal computing budget allocation to de-
termine the number of evaluations to be used for each solution. We conduct several
numerical experiments to examine the performance of our approach. The numerical
results indicate that the proposed approach outperforms existing approaches under
relatively limited run times.

In Chapter 3, we propose new sampling strategies in evolutionary algorithms
for finding the best mean solution to stochastic black-box optimisation problems.
In this chapter, we focus on input uncertainty, such as in manufacturing, where
the actual manufactured product may differ from the specified design but should
still function well. Estimating the mean performance of a potential solution in such
black-box setting is challenging, especially if the function is expensive to evaluate.
One measurement might take a few weeks or possibly even a month. In this con-
text, we implement an archive sample approximation method to reduce the required

number of evaluations when estimating the mean performance. The main challenge



lies in determining the best locations of additional samples to complement existing
simulation results and reduce the estimation error of mean performance. We use
Wasserstein distance to estimate the possible benefit of a potential sample location
on the estimation error, and propose new sampling strategies based on this metric
to guide evolutionary algorithms towards the promising region of decision space.
An empirical comparison with several previously proposed archive-based sample
approximation methods demonstrates the superiority of our approaches.

In Chapter 4, we focus on drug development and propose an adaptive sam-
pling strategy to support the rollout search process. Specifically, drug development
is a process of testing the safety and efficacy of experimental drugs in a series of
clinical trials, entrenched with a high uncertainty that an experimental drug will
eventually get market approval. The profitability of drug development relies on
effective strategic decision-making that comprises clinical trial scheduling and re-
source allocation across multiple drug projects. In this work, the drug development
problem is formulated as a discrete-time finite Markov decision process, and an
adaptive rollout algorithm is introduced for the curse of dimensionality arisen in the
stochastic dynamic program model. The proposed algorithm includes two innova-
tions. First, a base policy is used to obtain optimistic estimates of future outcomes
after taking a particular action at a state of the system. This policy utilises a rolling
horizon optimisation model to identify a specific action to be taken at each state of
the system and optimistically estimates the expected profit after a particular action
is implemented. We prove that the optimistic policy follows a sequential consis-
tency property and the performance of the rollout algorithm is at least as good as
the optimistic policy. Second, an adaptive sampling approach is proposed to ef-
ficiently identify the best action, which exploits the variance reduction technique
of common random numbers and the empirical Bernstein inequality in a statistical
racing procedure. Besides, we present an augmented adaptive sampling approach
that utilises a heuristic-based grouping rule to enhance the simulation efficiency by
breaking down the overall action selection problem into a selection problem involv-
ing small groups. The proposed algorithms can provide competitive results within
a reasonable computational time.

Chapter 5 summarises the contributions of this thesis and describes future

research directions.



Chapter 2

Efficient Solution Selection for

Two-stage Stochastic Programs

2.1 Introduction

Real-life optimisation problems often involve uncertainties and require solutions that
can handle such uncertainties in the modelling process. Techniques such as the two-
stage linear stochastic programming with recourse (SPR) incorporate random data
within the model formulation and determine a solution that satisfies the constraints
and leads to the best expected objective function value for all possible scenarios.
The development of SPR can be traced back to research conducted in the 1950s and
1960s, e.g., Beale| [1955], |[Dantzig| [1955] and [Wets |[1966]. The successful applications
of SPR can be found in various sectors such as portfolio management |[Dupacoval,
1999; Miller and Ruszczynski, [2011], energy planning [Beraldi et al., 2008; Zhou
et al} [2013; Feng and Ryan, 2014], supply chain management |Joensson et al., (1993;
Santoso et al., [2005; Dillon et al., 2017], and transportation planning [Cheung and
Chen, [1998; Barbarosoglu and Ardal, 2004; Liu et al., [2009].

SPR problems can become computationally intractable in numerous applica-
tions because each possible sample generated from random data is associated with
one or several decision variables and constraints within the model formulation. If
the sample space is considerably large or continuous, then determining an optimal
solution within a reasonable timeframe will be impossible for such a model. Studies
have proposed the utilisation of sample average approximation (SAA) to identify
approximate solutions to large-scale SPR problems, e.g., see |Girkan et al.| [1994]
and [Shapiro and Homem-de Mello [1998]. SAA leverages computational challenges

in such a way that a subset of samples generated from random data is used to con-



struct approximate models, which provide potential solutions to the original SPR

model. Monte-Carlo sampling as well as several variance reduction techniques such

as quasi-Monte-Carlo sampling [Ledvey and Romisch| 2015} Heitsch et al. 2016], im-

portance sampling [Parpas et al., [2015] and Latin hyper-cube sampling [Linderoth
, 2006] can be utilised to generate such samples. Moreover, some authors sug-

gested the generation of samples that should satisfy a specified criterion, such as

probability distances [Pflug, 2001; Dupacova et al., 2003] or moment discrepancies
[Hoyland et all, 2003} |Giilpinar et al., 2004].

Once samples are generated, various optimisation algorithms can be used to

solve the resulting SAA model. One approach is to utilise the simplex algorithm,
which is conveniently implemented by modern optimisation solvers. Alternatively,

some studies exploited the problem structure and proposed decomposition-based

optimisation algorithms, for instance, see Dantzig and Wolfe| [1960] and |[Van Slyke

land Wets| [1969]. Subsequently, numerous authors introduced advanced proce-

dures such as the multi-cut approach [Birge and Louveaux] 198§], the trust region
method [Linderoth and Wright|, [2003], the regularised decomposition [Ruszczynski
and Swietanowski, [1997] and the level bundle method [Wolf et al., [2014; van Ackooij|
, to improve the efficiency of utilising the decomposition principle. For
a comprehensive review on decomposition approaches, the readers are referred to
Rahmaniani et al|[2017].

The identification of high-quality solutions has been widely studied because

of their importance for performance-sensitive SAA users. The approximate solutions

can asymptotically converge to the optimal one as the number of samples gets suf-

ficiently large, for details, see Shapiro and Homem-de Mello| [1998] and Homem-de|
Mello and Bayraksan| [2014]. [Shapiro et al. [2002] showed that, given an arbitrary

number of samples, each solution has a certain probability of being the optimal

one, and the value is related to problem-specific factors and the number of sam-
ples. If the best solution is selected from several potential ones on the basis of
their performances, then the probability of determining the optimal solution is sig-
nificantly increased. Therefore, large quantities of samples and potential solutions
are both important in searching for high-quality SAA solutions. However, these
requirements may be difficult to satisfy simultaneously within a given period be-
cause they compete with each other on time allocations. As suggested by
[2006], a practical remedy is to determine a proper balance between these objectives
by using computing time allocation algorithms. The authors also showed that the
algorithmic efficiency significantly influences performance of the final solution. The

application of highly efficient optimisation approaches, such as the aforementioned



decomposition-based method, is beneficial because the SAA user can implement
a large sample size to strengthen the approximation of random data and obtain
improved solutions within the same timeframe. Moreover, an effective solution se-
lection method is also important because it can promptly determine the best option
among a large group of potential solutions. However, only a limited number of
studies is concerned with solution selection for the SPR problems.

Defourny et al. [2013] applied a brute-force approach that runs extensive
simulations for each potential solution to identify a good policy in multi-stage linear
stochastic programming. Instead of individually evaluating solution performance,
Kleywegt et al. [2002] used a ranking and selection approach called indifference zone
to determine a good solution in two-stage stochastic discrete optimisation. The
indifference zone approach, which assigns simulation replications for each potential
solution on the basis of performance statistics and guarantees the overall procedure
at least a certain probability of selecting the best solution, was proposed by |[Nelson
et al. [2001]. However, this approach is not an anytime algorithm, which means that
a specified simulation rule (i.e. simulation replications for each potential solution)
is followed to finish all requested simulations so that a probability guarantee is
achieved. Also, this method is highly conservative and usually takes many more
samples than necessary [Branke et al., [2007].

In the present study, we propose a solution selection method for the large-
scale two-stage linear SPR problems that can deal with numerous potential solutions
and return fairly efficient solutions within a finite computational budget. The con-

tributions of this study are threefold.

e First, a Wasserstein-based screening (WWS) approach is proposed to identify
potentially promising solutions. We demonstrate that the worst-case perfor-
mances of SAA solutions in the respective Wasserstein distance regions can be
ranked by using the Wasserstein distance between the sampling measure used
in the SAA model and the original probability measure. Solutions with small
distance values have good worst-case performances and thus be classified as

the most promising evaluated in the simulation.

e Second, an optimal computing budget allocation technique (OCB.A) [He et al.,
2007] is used to determine how many simulation replications to use for each po-
tential solution. The technique is an anytime algorithm, which asymptotically
minimises the penalty of selecting an incorrect solution, so that the probability
of achieving a good potential solution is greatly increased. We then introduce
a new two-stage selection process called WS-OCB.A, which integrates OCB.A



with WS to improve the simulation efficiency.

e Third, we conduct several numerical experiments to analyse performance of
WS and the WS-OCBA approaches. Results show that WS achieves a satis-
factory trade-off between the number of potential solutions in the promising
group and the performance loss. The findings also indicate that WS-OCBA

outperforms the existing approaches under relatively limited run times.

The remainder of this chapter is structured as follows. In Section [2.2] we
provide a brief overview of two-stage stochastic programming and introduce the
solution performance estimation procedure. Section [2.3]introduces the underlying
principle of WS-OCBA. In Section we explain the underlying principle of
using Wasserstein distance in the solution screening. Section [2.5] discusses the
estimation process of Wasserstein distance. Section describes the proposed
solution selection algorithm. In Section [2.7, we study the efficacy of our proposed

strategies. Section 2.8 concludes this chapter by summarising our findings.

2.2 Sample Average Approximation for Two-stage Lin-
ear SPR

2.2.1 Two-stage Linear SPR Formulation

Let £ € R* be a random vector with finite second moments. Specifically, random
vector ¢ is defined on the probability space (E,B(Z),P), where = is the sample
space, B(Z) is the Borel sigma algebra with respect to Z, and P : B(Z) — [0,1] is
the probability measure. Without loss of generality, a two-stage linear SPR, problem

with fixed recourse can be formulated as

i, f(x) =iy o+ [ glo.€) Pl (2.1)

where ¢ € R” is a vector of constant parameters and X C R” represents a non-
empty convex feasible set. In addition, let g(z,&) denote the optimal value of the

second-stage decision problem, formulated as follows:
g(x,8) = min {dy| Wy =H() - Tz, y >0} (2.2)

where ¢ € R* and W € R¥** are a fixed vector and a fixed matrix, respectively.
Moreover, T'(§) € R¥** and H(£) € R affinely depend on random vector £ in this
study.
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We also make the following assumptions throughout this study:

A(1) Relatively complete recourse: For each tuple (z,&), the corresponding
second-stage decision problem ({2.2) is feasible.

A(2) Dual feasibility: The set {7t | T'W < ¢} is not empty.

Assumption A(1) ensures the feasibility of the primal second-stage decision prob-
lem. Assumption A(2) implies dual feasibility in the second-stage decision problem.
Assumptions A(1) and A(2) represent necessary conditions for the stability result of
the Wasserstein metric (for detailed information, see Dupacova et al.| [2003]) which
will be used in our approach.

For the two-stage linear SPR problems, properties of the probability space
majorly influence the computational burden. The problems, in the case of random
data with continuous sample space, are rarely solvable because the resulting model
formulation consists of an infinite number of second-stage decision variables and
constraints. Moreover, the SPR problems might still suffer from computational
intractability even when the probability distribution of random data is discrete. For
instance, consider random data with 10 components, each of which follows a uniform
distribution and can take 200 possible values. If we select one possible value for each
component according to its distribution and then combine them as one sample,
then the number of distinctive scenarios reaches 200'°. Since the computational
complexity increases exponentially with the number of samples taken into account,
the optimal solution is difficult to obtain [Shapiro and Homem-de Mello| [1998|. The
SAA approach can be applied for identifying near-optimal solutions to the SPR

problem.

2.2.2 The Near-optimal Solution and its Performance Estimator

Suppose that a group of samples == {ém :m=1,..., M} with respective proba-
bility values {Q(&) : m =1,..., M} is generated from the random data, thereby

we can obtain the following approximate model,

M
min  dz+ Y QEn)dy(Em)

z, y(ém) m=1
st. zedk, (2.3)
Wy(€m) = H(ém) — T(ém)z, m=1,..., M,
y(n) >0, m=1,..., M.
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The resulting solution is typically not the optimal solution for the original SPR
model, so it is important to evaluate its performance in the original model.

Let & and f(Z) denote a potential solution and its performance in the original
model, respectively. Mak et al. [1999] suggested using Monte-Carlo estimation to
infer the value f(Z). Assume that we have K i.i.d batches of samples with size Ng
and equal probabilities; that is, =) = {é,’j :n=1,...,Ng}, for k=1,..., K. We
can estimate a true solution performance for each batch k of samples by computing

the optimal value f]’{,E (2):

fRep () Z min [c T+q y(fn)}

n=1 y(&n)

ot W@ - HE T
y(&) =0
By averaging over all optimal values f ]’%E (z), for k =1,..., K, we obtain an estima-
tor of f(z) as
1 &, .
= 2> [ (@) (2.5)
k=1

Let 02(fn,(&)) denote the unknown population variance of the optimal values of
SAA models with the first-stage decision & and sample size Ng. [Mak et al.| [1999]
demonstrated that J(Z) is an unbiased estimator and follows the Central Limit

Theorem:

>
.
Il
S
—
=[ =
[~
>
me
—
=
|
kﬂ
—~
=
~
— —
1
7N
o
Q
<
S
=
N———
—~
[\
(@)
=

VE|7(0) - 11

when K — oo. Note that N(O, o%(fn, (:%))) is a Gaussian distribution with vari-

ance 02(fn, (%)) and zero mean. Then, the population variance o2(fx, (%)) can be

estimated by using the following estimator as

KO[fk (2) - T (@

In the SAA framework, the performance of an approximate solution depends
on the number of samples used to represent the random data; therefore, a sufficient
number of samples should be included in the model formulation. Moreover, rather

than focusing on only one solution, considering multiple potential solutions can be
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also beneficial for finding the optimal solution. In the following subsection, we will

introduce the solution selection problem.

2.2.3 Solution Selection Under a Fixed Computing Budget

Suppose that a group of potential solutions is given and a simulation is required to
select the best one as the final solution under the fixed computational budget. One of
the challenges we might encounter is that the “best” solution based on Monte-Carlo
estimation may not be really the best solution if insufficient information is available
for analysing the solution performance. In this study, we model the solution selection
process as a computing time allocation problem. Let {3%)‘ : A=1,...,A} denote a
set of potential solutions. The performance of each solution & is evaluated by K*
batch samples with size Ng. The CPU time to compute each batch sample in is
denoted by t(#*, Ng). Let the batch number K* for A = 1,..., A represent unknown
decision variables. Moreover, we define Z° as the solution with best sample mean.
Given the total simulation budget T the computing time allocation problem

can be formulated as follows:

: -8
0 g 1)
A
st Y @ Np)K* < T
A=l (2.8)

K)\
. . 1 ks
% = argmm{K)\Zf]’f,E(:z) A= 1,...,A}
k=1
K eN, A=1,...,A.
It is challenging to solve the solution selection problem in the sense that its objective
function represents true performance of potential solutions.
2.3 Optimal Computing Budget Allocation

The OCBA technique is a class of heuristic methods for solving the solution selection
problem. We use an OCB.A variant in which the correct selection evidence is defined
as expected opportunity cost [He et al. [2007]. Let us denote #° = arg max{f(3?") :
A =1,...,A} as the true best solution. Then, the expected opportunity cost E(OC)

13



quantifies the penalty due to wrong selection and is defined as follows:
BOC) B[ - @) = X Pranat =[5 - 1] 9

where Prob(i* = %) denotes the probability of solution #* being the true best
solution Z°.

As Prob(#* = #) is unknown in practice, [He et al.|[2007] proposed to use an
upper bound approximation of E(OC) that can be estimated during the simulation

procedure.

Theorem 2.1. Let ¢(-) and ®(-) be the probability density function (PDF) and cu-
mulative distribution function of standard normal distribution, respectively. More-
over, K* is the number of evaluated samples for the solution #* and K? is the
number of evaluated samples for solution #*. The upper bound approximation of

expected opportunity cost (abbreviated as AEOC) is presented as follows:

A

E(OC) < AEOC = Z {VS’)\ X gﬁ(zs’)\) + 53,)\ X (I)(_Zs,/\)} (2.10)
A=L\#£s
where V,, = Y& 4 YU 5\ — 7(3%) — J(#) and z,, = \‘/% Note that

V(3*) and V(&%) are the estimation variances of solution #* and #°, which can be
computed by Equation (2.7)).

Proof. |He et al. [2007] provided an upper bound approximation for the probability

Prob(i* = 1?) as follows,
Prob(z* = ) < Prob (f(f&) < f(:i"s)>. (2.11)

Hence, we can obtain

BOO < 3 Pmb(fw) <f<:25>) [f(ch)—f(ch)]

A=1,\#s

A too
- Z / t nsa(t) dt = AEOC,
A=12s70

where 75y denotes the PDF of random value N(f(a%s) — f(@"), VS,A). As shown in
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He et al. [2007], we can apply the integration by parts method to compute (2.12)) as

follows,
+00
/ t 775,/\(15) dt = Vs)\gb(zs,)\) + 65)\(1)(_'25,)\)- (213)
0
O
Given a finite computing budget, we aim to allocate the simulation budget to se-
quentially minimise the upper bound of expected opportunity cost. If we evaluate

one additional sample for the solution #*, then the upper bound of expected oppor-

tunity cost will change to

A 00
AEOC, = ) / @ eyn dr, A=1,... A, (2.14)
N=1,N#£s"0

where 75y ) is the PDF of the normally distributed random variable and defined as

N(f@0) = p@d), BE3 ¢ YED) i ah = o
R R e I

KN

N( (@) — f(ah), Y 4 v )>, if 3 # &% and i #£ 2V

The above integration can be computed by using (2.10)). Then, the possible reduc-
tion of AEOC can be computed as,

Yy = AEOC — AEOC,, > 0. (2.15)

Notice that the value Yy for A = 1,..., A is always non-negative because the OCB.A
procedure aims to greedily reduce E(OC) by sampling the performances of SAA
solutions. In other words, ) represents the estimated improvement on E(OC)

A, If the improvement for a

when evaluating the performance of SAA solution &
SAA solution is negative, then we will stop the sampling procedure. Next, the
sample would be assigned to the solution that leads to the maximum reduction of
AEQOC, i.e.,

AN =argmax{Vy: A=1,...,A}. (2.16)

The overall procedure is described in Algorithm The OCB.A technique can
reduce the overall simulation budget necessary to identify the best solution. How-

ever, the OCBA procedure might fail to identify the best solution given abundant
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potential solutions. For instance, if the limited computing budget runs out during
the initial estimation of Algorithm 2, then some solutions will not be evaluated. If
the best solution is one of those ignored, then it is not possible to correctly identify
the best solution. Moreover, the solution selection method is challenging when the
computing budget is insufficient in the sequential decision process because the initial
estimation has taken a large proportion of the computing budget. Then insufficient

estimation might mislead our choice of the final solution.

Algorithm 2.1: The OCBA Procedure
input : potential solutions: {#}: A =1,...,A};
size of sample Ng in the performance estimation;
number of samples K evaluated in the initial estimation.
output: best solution based on the simulation results.
while simulation budget is available do

1

2 Step 1: Initial Estimation;
3 for \=1,...,A do
4

5

A

evaluate the performance of solution 2" using Ky samples;

compute the performance statistics of solution #* using (2.6) and

()

6 select the current best solution Z°;

Step 2: Sequential Decision Process;
for \=1,...,;A do
compute the expected opportunity cost reduction ), as in
L and (2.14));
10 find A\* = argmax{)\,A=1,...,A};
11 simulate one additional sample for solution 2 and update its
statistics;

12 select the current best solution Z°.

2.4 Wasserstein-based Solution Screening

When the number of potential solutions is large and the computing budget is insuf-
ficient to perform an initial simulation for every solution in the OCB.A procedure,
it is natural to consider performing the simulation for a certain portion of potential
solutions. An important question is how to select a set of promising solutions for
the extensive simulation. In this paper, we propose to select those solutions through
the Wasserstein distance due to its low computational cost that allows it to be run
for every potential solution. Specifically, the potential solutions are sorted accord-

ing to their Wasserstein distances, and only the high-rank solutions are selected for
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extensive simulation. A similar paradigm called “ordinal transformation” is used in
a simulation optimisation study |[Xu et al., 2016], wherein the authors considered
the simulation output on a user-defined low-fidelity model as the low-cost measure
for each potential solution. The potential solutions were clustered according to low-
fidelity simulation results and the extensive simulation was applied to select the best
solution cluster.

The Wasserstein distance metric, a kind of statistical metric for quantifying
the dissimilarity between two probability measures, is the key component of WS
method. The definition of Wasserstein metric can be found in Appendix A. This
metric has been widely applied in stochastic programming. One application is sce-
nario reduction wherein the Wasserstein distance is used as the quality indicator
of samples in the approximate model. Given a fixed number of samples used in
the approximate model, some authors proposed heuristics to select the “best” sam-
ples with minimum distance. For example, [Dupacova et al. [2003] presented two
myopic scenario reduction heuristics for two-stage SPR, namely, forward selection
and backward reduction. Furthermore, Heitsch and Romisch| [2009] extended these
heuristics for multi-stage SPR. In another application, the Wasserstein distance was
used to define an ambiguity set for stochastic programs with distributional uncer-
tainty [Mohajerin Esfahani and Kuhn| 2017]. In addition, the Wasserstein distance
was applied to reduce the optimality gap estimator bias, and this application bene-
fits testing the optimality of a given solution [Stockbridge and Bayraksan [2013]. In
this study, we use the Wasserstein distance metric to roughly rank the performance
of potential solutions.

Before stating the main result, we first introduce the stability result of

stochastic programming.

Theorem 2.2. Assume that the solution sets of original model and SAA model are
singleton. Let z* and & denote the unique solutions of the original model and SAA
model, respectively. Moreover, let P be the original probability measure, and Q
represent the sampling measure of a SAA model. The difference between measures
P and Q is quantified by the Wasserstein distance W (PP,Q). Under assumptions
A(1) and A(2), there exit constants 7 > 0 and € > 0 such that

. . 2T
la* ~ 2l < W (P, Q).
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Proof. For details, see the proof of Theorem 1 introduced by Dupacova et al. [2003].
U

Theorem 2.2 utilises two constants 7 and ¢ to establish the Lipschitz-like prop-
erty of SAA solutions with respect to changes in the probability measure. Next, we
will show the relationship between the solution performance and the corresponding

Wasserstein distance.

Theorem 2.3. Under assumptions A(1) and A(2), the performance difference be-

tween solutions x* and & satisfies the following inequality:
f(@) < f(@) + (|La] , 7W(P, Q)1) (2.17)

where L; = E[r;(§)T ()] + ¢ with 7z (§) = argmax{n'[H(§) — T(§)z] : @W < ¢},

T = %T is a positive coefficient, and I € R" is the all one vector.

Proof. Consider the two-stage SPR problem given in . Under assumptions
A(1) and A(2), the Proposition 2.3 introduced by [Shapiro et al.| [2009] proved that,
if function g(z,§) for & € X, € E is finite, then the objective function f(-) will be
sub-differentiable at the point . Let L£; denote one of sub-gradients for solution .

The following sub-gradient inequality holds,
f(@®) > f(&) + (Lg, 2" — T). (2.18)

Shapiro et al. [2009] showed that the sub-gradient £; of a two-stage SPR problem
can be calculated as

Ly = B[ (6)T(E)] + ¢,

where 7;(§) represent a vector of dual decisions associated with constraints of the
second-stage problem ([2.2)). It is computed as follows,

s (€) = avgmax {(w[H(§) ~ T(€)2] : /W < g).

By substituting the sub-gradient and re-arranging both sides of inequality (2.18]),

we obtain

f(@) = f(&*) < =B ()T ()] + ¢, 2™ — ). (2.19)

Since & is a potential solution, f(Z) cannot be smaller than f(z*) for the minimisa-
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tion problem. Therefore, we can obtain

£(2) = f(2")] < (B[ () T(E)] + cf, [2* — 2]). (2.20)

Using Theorem 2.2, the distance between solutions z* and & is upper bounded by
the Wasserstein distance W (PP, Q) as follows,

K
. . . R 27 R
la* = &lls = | 3 (- &w)? < TWEP,Q) < #W(P,Q) (2.21)
k=1
where 7 = 2{ is a positive coefficient. For each element of solutions z* and z, we

can write

FWP,Q) > | D (af — &) 2 \/(eh —2)? = el —dwl, K = 1,... 5 (2.22)

k=1

Therefore, |z* —Z| can be approximated by using the Wasserstein distance, W (P, Q),
as follows,
l* — 2| < AW (P, Q). (2.23)

By combining inequality (2.23)) with (2.19)), we obtain (2.17)). O

Theorem 2.3 implies that performance of potential solution & is bounded by the
sub-gradient £; and the Wasserstein distance W (P, Q). The potential solution &
becomes the optimal solution z* for the actual problem if either probability measures
Q and P are identical or the sub-gradient at & becomes zero.

As mentioned before, the Wasserstein distance W (P, Q) can be efficiently
estimated using Monte-Carlo estimation; however, the calculation of sub-gradients
L; for two-stage liner SPRs is computationally expensive. Next, we introduce the
worst-case solution performance in the Wasserstein-bounded region. We will use

this performance measure in the solution screening procedure.

Definition 2.1: Worst-case Solution Performance in the Wasserstein Re-
gion. Let F(:&((@)) represent a set possessing sub-gradients of all feasible solutions
within the bounded region {z : |x —z*| < 7W(P,Q)I}. The worst-case performance

G" () of a given solution & within its corresponding Wasserstein-bounded region can
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be determined as follows:

G¥(%) = max {f(:c*)—i—ﬂﬁ'
crer (@)

W(P,Q)I)} . (2.24)

Notice that G (z) is defined as a maximisation problem with respect to the sub-
gradient value £’. The next theorem states the applicability of the Wasserstein

distance in sequencing the worst-case performance of potential solutions.

Theorem 2.4. Consider a set of potential solutions {z* : A\ = 1,...,A} with
respective Wasserstein distances {W (P,Q*): A =1,...,A}. Let [\] denote the A-th

potential solution in the increasing sequence of Wasserstein distances as
we,QM) < w(e,Q) < - < w(e, Q). (2.25)
Then, the worst-case solution performances of these solutions satisfy,

guzy < gl < ... < gv . (2.26)

Proof. Assume that the Wasserstein distances satisfy the sequence as in ([2.25)).
Since the inequality (2.23) can be written for all potential solutions %, we can

construct the same relationship as in sequence of

{iL‘ D —at| < %W(]P’,Q[l])f} - {x dr -2t < %W(]}D’Q[Q])[}
(2.27)
c...C {x s — 2| S%W(P,QW)I}.

Hence, the feasibility set of all sub-gradients at approximate potential solutions

holds the sequence of
r@hQ) crEf@) c - cr@E). (2.28)

From and , one can say that the solution with a smaller Wasserstein
distance leads to a smaller feasibility set and a small coefficient vector in the optimi-
sation problem . Hence, the same sequence order also holds for the worst-case
performances at potential solutions as stated in . O
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Theorem 2.4 indicates that the sequence of Wasserstein distances for SAA solu-
tions encapsulates the trend of the worst-case solution performances. We should
note that the rank of actual solution performances in general does not follow the
sequence of Wasserstein distances. Therefore, when the solution screening is applied
according to the sequence of Wasserstein distances, a performance loss that is caused
by eliminating the best solution might arise. We describe the performance loss as

follows.

Definition 2.2: Performance Loss. Let {i* : X = 1,...,A"} denote a set
of promising solutions obtained from a specific screening procedure. If the com-
puting budget is restricted on those promising solutions, then the performance loss

(PL) due to screening out the best solution can be computed as
PL=min{f(#"): N =1,..., AP} —min{f(#"): A=1,...,A}. (2.29)

If PL = 0, then the promising group contains the best solution. Otherwise,
PL is always greater than zero. The value PL reflects the quality of the promis-
ing group; thus, having a screening procedure that has a performance guarantee is
desirable. Next, we prove that the proposed screening approach provides an upper

bound for the performance loss.

Theorem 2.5. Assume that for a set of potential solutions {#* : X = 1,...,A},
the corresponding set of Wasserstein distances {IW(P,Q*): A =1,..., A} possesses
an increasing sequence of distance values. In other words, the following inequalities
hold:

we, Q) <w(e,Q) < <w(e,Q"). (2.30)

Then, the Wasserstein-based screening provides the following upper bound for the

performance loss:

PL < GP@EMy —min{f(@)): A=1,...,A}. (2.31)

Proof. From ([2.17)) and ([2.24)), we can write the following inequality for each promis-

ing solution

F@ENy<gu @), VN =1,...,A". (2.32)
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Hence, from the definition of performance loss, it follows:
min{f(#"): N =1,...,AP} <min{G”@): N =1,..., AT} (2.33)
This yields

PL=min{f(@"): XN =1,..., AP} —min{f(@") : A=1,...,A}

, (2.34)
<min{G¥@N): N =1,..., A7} —min{f(@") : A=1,...,A}

Clearly, selecting a promising subgroup of solutions out of the top A7 of the lowest

Wasserstein distances (using Theorem 2.3) provides
PL < GY@MY —min{f(@") : A=1,...,A}. (2.35)
So by combining with (2.34)), we find that (2.31]) holds. O

Theorem 2.5 implies that the Wasserstein-based screening provides a fixed upper
bound for the performance loss even without performing any simulation. The tight-

ness of the bound depends on the stability result of the Wasserstein distance.

2.5 Wasserstein Distance Estimation

In this section, we introduce a method of estimating Wasserstein distance in the
two-stage linear SPR problems. Let N denote the number of samples for original
probability measure, and M be the number of samples in the sampling measure. Ac-
cording to the definition of Wasserstein distance in Appendix A, the transportation
problem involves N x M decision variables and N + M + N x M linear constraints.
If the value of N is very large or even infinite, then the corresponding computa-
tional complexity will be intractable. In the context, we can replace the probability
measure P with a group of sampling measures, and take the average Wasserstein
distance between random measures and probability measure Q as the estimator of
W(P,Q). The following Lemma states that the bias of such an estimator is bounded.

Lemma 2.1. Let P! for i = 1,...,7 denote the sampling measure induced by

Nyy realisations generated from the probability measure P. If we use the estimator
I

W(e,Q) = 2 > W(F,Q)

=1
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to infer the Wasserstein distance value W (PP, Q), then its bias satisfies the following

inequality,

NI

T
W(P,Q) - W(P,Q)| < 2> WP P), (2.36)
=1

Proof. Since the Wasserstein distance is a metric, it satisfies the reverse triangle
inequality:
W (B, Q) - W(F',Q)| < W(P',P). (2.37)

Next, we can compute the sum of inequalities ([2.37) over all P’ for i € T as follows;

I I I
=S W(PLP)<IxW(P,Q) - > W(P,Q) <Y W(FP,P). (2.38)
i=1 i=1 i=1
By dividing both sides of the above inequality by Z, we obtain inequality ([2.36]).
O

Lemma 2.1 states that the absolute value of estimation bias is bounded by the aver-
age Wasserstein distance. We can increase the sample size of the sampling measure
to minimise the fluctuation of bias. The main benefit of using Lemma 2.1 is to re-
duce the computational burden due to the large sample number. We can now solve
a group of relatively small optimisation problems to infer the actual Wasserstein
distance W (P, Q). Each “small” optimisation problem only has Ny x M decision
variables and Ny + M + Ny x M constraints. The overall Wasserstein distance
estimation procedure is described in Algorithm

Algorithm 2.2: Wasserstein Distance Estimation Procedure

input : number of sampling measures Z;
number of samples in each sampling measure Ny .
output: estimated Wasserstein distance value W(IP’, Q).
1 generate Z groups of i.i.d Ny, realisations from probability measure P;
2 fori=1,...,7Z7do
3 ‘ compute the Wasserstein distance W (P?, Q) using ;
4

end
T

W(E,Q) « 2 > W(F,Q).

i=1

54
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2.6 The Proposed Two-stage Selection Approach

We propose a two-stage method that combines the Wasserstein-based screening
method with the optimal computing budget allocation. Algorithm describes
integration of the solution screening approach into OCBA. The Wasserstein-based
solution screening method selects potential solutions that are then more closely
examined using OCBA. The solution screening procedure takes a proportion of
the computing budget. Thus, it is necessary to properly allot the computing bud-
get among different procedures; namely, solution screening, initial estimation, and

sequential allocation. We now highlight some rules for a practical application of
Algorithm [2.3]

Algorithm 2.3: The WS-OCBA Procedure

input : candidate solutions: {#: A =1,--- A};
size of sample Ng in the performance estimation;
number of samples Z with size Ny in Wasserstein distance;
number of promising solutions: A%
number of samples K evaluated in the initial estimation.

output: best solution based on the simulation results.

1 forA=1,---,Ado
L run Algorithm for solution z* to estimate the corresponding
Wasserstein distance;

N

3 rank and select the top A7 candidate solutions according to their
Wasserstein distances;

while computing budget is available do
L implement the evaluation procedure as in Algorithm

[

As shown in Algorithm the Wasserstein-based solution screening selects
candidates that are then more closely examined using the OCB.A algorithm. The
solution screening procedure takes a proportion of computing budget. Thus, it
is necessary to properly allot the computing budget for the procedures, namely,
solution screening, initial estimation, and sequential decision. We now highlight the
rules for the practical application of Algorithm

e A proper computing budget allocation is important for WS and OCBA. The
solution screening process provides the sequence of potential solutions based
on their worst-case performances in the corresponding Wasserstein-bounded
region whereas the actual performance is exploited in OCBA. Therefore, we
should allocate the computing budget to OCB.A such that there are sufficient

simulation replications to guarantee the accuracy of the selection procedure.
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Table 2.1: Complexity of benchmark problems

Problem Instances o7 stageD/ gn  stage Dim NS Optimal Values
LandS 4/2 12/7 3 1 x10° 225.620+0.020
Retail 7/0 70/22 7 1 x 101 154.41040.770
20term 64/3 764/124 40 1.1 x 102 254298.572438.743

SSN 89/1 706/175 86 1.1 x 107° 9.840+0.100

e A large sample size is preferred for the Wasserstein distance estimation be-
cause it helps to reduce potential estimation bias; however, the computational
cost of the Wasserstein distance estimation should be controlled to a certain
level, which aims to secure sufficient computing budget in OCBA. The rule
of thumb is that, for a single solution, the computational cost of the Wasser-
stein distance estimation should be smaller than that of the initial estimation
in Algorithm because the Wasserstein distance estimation is designed to
be a fast simulator. Otherwise, it might be wise to use the initial simulation

results for eliminating the inferior actions.

e The number of potential solutions to be run for simulation (i.e., promising
solutions) is determined by the computing budget to be allocated for OCBA.
We should guarantee to have sufficient computing budget for Step 2 of Algo-

rithm Otherwise, the insufficient simulation may lead to selection errors.

2.7 Numerical Experiments

2.7.1 Overview of Test Instances

In this section, we describe four benchmark problem instances to be used for the
numerical experiments. Table presents complexity of these instances in terms of
number of decision variables (D), constraints (C'), dimension of uncertainties (Dim),
number of scenarios (IV.S) as well as the optimal values (mean + standard error).

The corresponding problem descriptions are briefly summarised as below:

e LandsS is an electricity planning problem |[Louveaux and Smeers, 1988]. The
first-stage decisions are concerned with an allocation of four power terminals,
and the second-stage decisions are related to allocating the power supply to

various residential areas.

e Retail is taken from Herer et al. [2006], which is a supply chain optimisation
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problem involving multiple retailers and one supplier. The objective is to

design the optimal replenishment policy for each retailer.

e 20term, adopted from |Linderoth et al.| [2006], is a large-scale vehicle man-
agement problem. The first-stage decisions find the vehicle locations at the
beginning of the plan, and the second-stage decisions optimise the fleet trans-

portation plan on the basis of the initial vehicle locations.

e SSN [Sen et al., [1994] aims to design an optimal telecommunication network
that can minimise the number of lost demands. In view of randomness of the
communication demand in the network, the bandwidth between destination
and origin nodes must be sufficiently large to satisfy the customer demand.
Otherwise, that demand will be lost.

All test instances are minimisation problems, which are written in SMPS
format and publicly available online [ﬂ This study implements an SMPS parser
that is based on the Julia programming language and the COIN-OR linear program
solver. All numerical experiments are computed on a machine with i7-6700K CPU

and 32GB memory.

2.7.2 Wasserstein Distance-based Screening with Various Numbers
of Promising Solutions

We adopt the following benchmark strategies to compare with WS:

e Random screening (RS): a fixed number of solutions is randomly selected

from the potential solutions.

e Moment discrepancy (MD): a fixed number of solutions is selected according
to the total discrepancy of the first four statistical moments (mean, variance,

skewness and Kurtosis) between measures P and Q.

The experimental settings are as follows. We implement SAA with 200 sam-
ples to generate 200 approximate solutions for each test instance. Table shows
the statistical description of those approximate solutions. Figure graphically
illustrates performances of the potential solutions in terms of the mean, range and
confidence intervals. We apply three strategies to select various numbers (from 1
to 200) of solutions and compute the corresponding performance loss (as discussed

in Section 2.4). The performance of each solution is evaluated with 30 groups of

"http://pages.cs.wisc.edu/~swright/stochastic/sampling/ and http://plato.asu.edu/
sd/instances/
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Table 2.2: Statistical description of potential solutions.

Problem Instances Mean Standard Deviation Maximum  Minimum
LandS 225.659 0.029 225.823 225.639
Retail 156.034 2.225 172.673 154.393
20term 254318.492 20.011 254441.922  254305.193

SSN 10.990 0.375 12.496 10.385
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Figure 2.1: Box plots providing the mean (horizontal line in box), range (vertical

lines extending from box), and 95% confidence intervals (vertical extent of box) for
the performances of candidate solutions.

500,000 samples. For WS, the solution’s Wasserstein distance is estimated using
four samples with a size of 1,000.

The results in Figure confirm the superiority of WS in all test instances.
The performance of RS and MD are worse than that of WS when the number of
promising solutions is less than 30 in test instances 20term, Retail and SSN. While
the MD approach outperforms RS in all benchmark problems except LandS. The
average performance losses obtained by three strategies coincide as the number of
promising solutions approaches 200. Moreover, the convergence of WS in LandS
and Retail is more rapid than that in SSN and 20term, indicating that the stability
of the quantitative result varies with the problem structure. The results also imply

that the required number of promising solutions for guaranteeing a relatively small
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Figure 2.2: Comparison of average performance losses obtained by RS and WS
using various numbers of promising solutions.

performance loss changes with the problem structure. For example, more solutions
need to be included in the simulation procedure for 20term and SSN than LandS
and Retail.

2.7.3 Average Performance Comparison with Benchmark Algorithms

We also conduct numerical experiments to study the performance of the solution
selection algorithm in terms of the CPU time. The performance of WS-OCBA is

compared with that of the following approaches.
e OCBA is the standard OCBA algorithm as described in Algorithm )

o E£AS uses equal allocation and selection algorithm, which sequentially allocates
the same number of simulations to each candidate solution and selects the

current best solution based on the simulation results.

e WS-EAS employs EAS with the proposed Wasserstein-based solution screen-

ing procedure.

For each test instance, we utilise SAA with 200 samples to generate 200
candidate solutions and then apply all algorithms to identify the best candidate.
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This procedure is repeated 100 times to examine the average performance of each
algorithm. The detailed experimental settings are listed in Table Figure
presents the convergence comparisons over 100 runs in terms of CPU time and
average solution performance. The computational costs of solution screening for the

WS-based algorithms are included in the comparison results.

Table 2.3: Experimental settings.

Problem . Solution Screening Initial Estimation
Algorithms = Ng C/E(s)
Instances A Z Nw TC(s) K TC(s)
EAS _ _
OCB 5 1,460
LandS A 50,000 1.5 ’
WE-EAS 0 4 1000 o1 B B
WS-OCBA ’ 5 1,460
EAS _ _
. OCBA 5 2,400
Retail 50,000 2.4
WE-EAS 0 4 1000 105 B B
WS-OCBA ’ 5 2,400
EAS _ _
20t OCBA 20,000 20.4 > 20,400
T Twseas 10 4 1,000 128 7 ' B B
OCBA ’ 5 20,400
EAS _ _
OCBA 5 24,800
SSN 20,000  24.8
WS-OCBA - -
10 4 1,000 154
WS-OCBA 5 24,800

A”: number of promising solution; Z: number of samples for Wasserstein estimation;
Nw : sample size for Wasserstein estimation; T'C: total CPU time;
Ng: sample size for performance evaluation; C/E: CPU time of each evaluation

K: number of samples used in the initial estimation.

As shown in Figure the £AS algorithm provides the worst results for
all test instances among all algorithms because the equal allocation strategy might
spend unnecessary evaluations on candidate solutions with a large mean. We also
observe that £EAS and OCBA exhibit similar convergence patterns on LandS (before
1,500s) and Retail (before 2,500s) whereas the overall patterns of £AS and OCBA
for 20term and SSN are almost identical. The reason behind this phenomenon could
be because OCBA has a sufficient computing budget to finish the initial estimation
on LandS and Retail, but it is not the case for test instances 20term and SSN (see
Table . When OCBA stays in the stage of initial estimation, its evaluation
behaviour (as described in Algorithm is similar to £AS.
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Figure 2.3: Convergence comparison with respect to CPU time.

However, OCBA performs worse than any of the WWS-based algorithms on all

test instances, indicating that WS enhances performance of the solution selection

algorithm for the case of numerous potential solutions. For WS-OCBA, the compu-

tational cost for initial estimation is greatly reduced. We observe that WS-OCB.A

achieves the fastest convergence in all test instances, as this algorithm has more

time to explore the performance of each promising solution compared with OCBA.
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Table 2.4: Average solution performance of the selected subset (mean + std. err).

Problem CPU

Instances Time (s)

Algorithms

EAS

OCBA

WS-EAS

WS-OCBA

1,000
LandS 2,000
3,000

225.648+0.002
225.648+0.001
225.647+0.001

225.647+0.001
225.645+0.001
225.645+0.001

225.648+0.002
225.644+0.001
225.643+0.001

225.647+0.001
225.643+0.001
225.641+0.001

1,000
Retail 2,000
3,000

154.55640.013
154.545+0.012
154.55440.013

154.54540.017
154.5064-0.008
154.490+0.006

154.499+0.009
154.4904-0.009
154.47940.003

154.449+0.003
154.431+0.001
154.408+0.001

2,500
20term 5,000
7,500

254334.892+1.041
254334.172£0.952
254335.117£0.936

254334.267£1.050
254334.797£0.948
254335.062+0.931

254333.018+0.894
254332.134£0.707
254331.255+0.792

254331.562+0.835
254330.358+0.665
254328.726+0.706

2,500
SSN 5,000
7,500

10.65440.015
10.58940.015
10.553+0.013

10.645+0.014
10.586+0.016
10.553+0.014

10.595£0.014
10.546+0.011
10.534+£0.011

10.543+0.012
10.430+0.009
10.461+0.008




We display the performance of the solutions obtained from the various algo-
rithms averaged over 100 repetitions in Table[2.4] Best results and those statistically
not different from best are highlighted in bold. The results confirm the importance
of adopting solution screening in the selection procedure for numerous potential so-
lutions. The W&-based algorithms significantly outperform the others in all bench-
mark problems, although all algorithms display similar performance in LandS and
20terms when the CPU time is 1,000s. Moreover, we find that WS-OCB.A performs
better than WS-EAS due to its advanced computing budget allocation scheme.

2.8 Conclusions

The solution selection problem for large-scale two-stage problems is challenging for
decision makers with a relatively limited computational budget when numerous po-
tential solutions are present. Thus, we may consider removing several potential
solutions from the simulation. This study shows that the worst-case solution per-
formance in the corresponding Wasserstein-based regions satisfies the sequence of
the corresponding Wasserstein distances. On the basis of this property, we propose
a new solution screening approach and integrate this approach with an optimal
computing budget allocation algorithm. Empirical results for various benchmark
problems demonstrate the benefit of the Wasserstein-based screening and the ad-
vantage of applying the optimal computing budget allocation algorithm in selecting

the near-best solutions.
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Chapter 3

Efficient Sampling Strategies
when Searching for Robust

Solutions

3.1 Introduction

Given its ubiquity in many real-world problems, optimisation under uncertainty has
gained increasing attention. Uncertainty may originate from various sources, such
as imprecise model parameters or fluctuations in environmental variables. In the
presence of uncertainty, it is often desirable to find a solution that is robust in the
sense of performing well under a range of possible scenarios [Beyer and Sendhoff,
2007]. More specifically, our paper considers searching for robust solutions in the
sense of high expected performance, given a distribution of disturbances to the
decision variables. This is a typical scenario for example in manufacturing, where
the actually manufactured products may differ from the design specification due to
manufacturing tolerances.

Evolutionary algorithms (EAs) have been applied to solve various optimi-
sation problems that involve uncertainties, see [Jin and Branke| [2005] for a survey.
There are also different concepts related to robustness, including optimising the
worst-case performance [Ong et al., 2006], robust optimisation over time [Fu et al.,
2015], and active robustness [Salomon et al., 2016]. The most widely researched
robustness concept however, and the concept we consider in this chapter, is to op-
timise a solution’s expected fitness (often called effective fitness in the literature)
over the possible disturbances [Beyer and Sendhoff, [2007].

To estimate an individual’s effective fitness, sampling has been widely adopted
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in practice, and two sampling methods can be distinguished. Implicit sampling refers
to the idea that because EAs are population-based, an over-evaluated individual due
to a favourable disturbance can be counterbalanced by an under-evaluated neigh-
bouring individual, and so simply increasing the population size should help guiding
the EA in the right direction, e.g. see |[Rattray and Shapiro| [1998] and Beyer and
Sendhoff] [2006]. In fact, as shown in Tsutsui and Ghoshl [1997], under the assump-
tion of infinite population size and fitness-proportional selection, evaluating each
solution at a single disturbed sample location instead of its actual location is equiv-
alent to optimising the expected fitness directly. Beyer and Sendhofl [2006] proposed
to increase the population size whenever the algorithm gets stalled. Faplicit sam-
pling, on the other hand, evaluates each individual multiple times and estimates its
fitness as the average of the sampled evaluations. Obviously, while averaging over
multiple evaluations increases the estimator accuracy, it is computationally rather
expensive. A recent analytical study on the efficiency (progress rate) of implicit
as well as explicit sampling-based evolution strategies can be found in |Beyer and
Sendhoft [2017].

Because of the large computational cost of sampling in case of expensive
fitness functions, numerous studies have focused on allocating a limited sampling
budget to improve the estimation accuracy, allowing to reduce the number of sam-
ples needed without degrading the performance of the EA. One possible approach
for estimating effective fitness is to apply quadrature rules or variance reduction
techniques, e.g. see Branke et al. [2001]; |Di Pietro et al| [2004]; [Huang and Du
[2006] and Lee et al.|[2009]. Some authors observed that allocating samples in a
manner that increases the probability of correct selection is more important than
the accuracy of estimation [Stagge, |1998; Branke and Schmidt), |2003].

Another approach, called archive sample approximation (ASA), stores all
past evaluations in a memory and uses this information to improve expected fitness
estimates in future generations (for further information, refer to Branke et al.| [2001]
and Kruisselbrink et al. [2010]). ASA can also be combined with the above sampling
allocation methods to further enhance the accuracy of approximation. We have
recently proposed an improved ASA method that uses the Wasserstein distance
metric (a probability distance that quantifies the dissimilarity between two statistical
objects) to identify the sample that is likely to provide the most valuable additional
information to complement the knowledge available in the memory [Branke and Fei,
2016].

In this chapter, we propose a Wasserstein-based archive sample approxima-

tion (WASA) framework. The sampling strategy in our previous study Branke and
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Fei| [2016] is one of many possible approaches in the WASA framework. Here, a new
sampling strategy based on WASA is presented, which improves the performance in

three ways:

1. A heuristic that considers what sample might provide the most valuable infor-
mation for all individuals in the population simultaneously, thereby enhancing
the performance of the final solution and accelerating the convergence of the

EA toward a high-performance solution;

2. Introducing the concept of an approximation region that could improve the

performance of the sampling strategy when few samples exist; and

3. Proposing a sample budget mechanism to adjust the sampling budget in the
WASA framework.

This chapter is structured as follows. Section [3.2] provides a brief overview
of existing archive sample approximation methods. We then present our new ap-
proaches to allocating samples in Section[3.3] These approaches are evaluated empir-
ically using benchmark problems, and their performances are compared with other

approaches in Section [3.4] This chapter concludes with a summary.

3.2 Archive Sample Approximation

The problem of searching for robust solutions can be defined as follows. Consider an
objective function f :x — R with design variables x € R™. The noise is defined on
the probability space (2, B(Z), P) where = = []"[¢;, u;] is a sample space, B(Z) is
the Borel o-algebra on Z and P is the probability measure on B(Z). For a particular

solution x, location z, is random under this noisy environment, which is defined as:
Ze=x+¢ E€E. (3.1)

We then define the induced probability space for z, as (D, B(Dy),P,), where D,
is the disturbance region as the set covering all possible locations as a result of

disturbing solution = defined by:
m
D, = [l + i i + wil; (3.2)
i=1

and P, is the probability measure defined so that, for ¢ € B(D,),



Without loss of generality, for minimisation, the goal is to minimise the
effective fitness, that is, the expected performance over the disturbance region as

follows:

néi}\fl feff(x) = min f(2)dPg(2). (3.4)
T D,

where X' C R™ is the feasibility set.

As the fitness formulation is unknown in many industrial applications, the
integral cannot be computed directly. In practice, we can numerically compute this
integral using sampling techniques. Let N denote the number of realisations to
represent the disturbance region, and Z, = {z,| n € N} be the realisations. The
empirical probability measure (i.e. probability distribution) of these samples is a

discrete probability measure, which can be defined so that, for ¢ € B(Zm),

Bo(0) = 7 3 Lolen) (3.5)

neN

where 14(-) is the indicator function. If the sample size |N| is sufficiently large, the

effective fitness can be well estimated as follows:

feff($) ~ Z f(zn)ﬁ))x(zn) (3'6)
neN

However, if evaluating the fitness function is computationally expensive, this may
not be possible.

The ASA approach originally proposed in|Branke| [2001] that saves previously
evaluated points in the search space and their corresponding fitness values in an
archive A. Generally, the archive A is a set of ordered pairs (z, p), where z is the
sample location and p is its fitness value. The archive information can be reused
when estimating the expected fitness of a new solution. ASA performs three main

steps during a fitness evaluation.

1. The previously evaluated points which are in the solution’s disturbance region
are retrieved from the archive. Given the disturbance region D,, the available

archive information can be identified as

A, ={(z,p) € Al z € D, }.

2. A sampling strategy is used to determine at what additional locations samples

should be collected. Let C, denote the new sample locations. It is desirable to
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Figure 3.1: Tllustration of integrating ASA into an EA.

select a set of sample points C; which maximise our knowledge of the fitness

landscape in the disturbance region.

3. All samples located within the disturbance region D, need to be assigned
probabilities. Then, the estimated effective fitness fef #(x) can be calculated

as

feff(x) = Z a(z)Qw(a(l))“‘ Z f()Qz(c)

acA; ceCy

Vv
Archive information New information

where Q,(+) is the point probability; a) and a(® represent the first and second

elements of the ordered pair in the archive A,.

The overall procedure integrating ASA into an EA is visualised in Figure [3.1

In the simplest ASA, the sampling strategy randomly evaluates new points
within the disturbance region and assigns equal probabilities to all available samples,
see, e.g., Branke et al. [2001]. However, if the distribution of available samples in the
disturbance region is not representative of D, the resulting estimation of effective
fitness may be very biased. In an attempt to fill “holes” in the disturbance region,
the authors in the studies of Kruisselbrink et al. [2010]; [Saha et al. [2011] and
Cervantes et al. [2017] proposed to iteratively pick a sample point that has maximal

distance from any archive sample point in the disturbance region.

3.3 The Wasserstein-based Archive Sample Approxima-

tion

Given the archive samples, we aim to provide an accurate estimation of effective

fitness for each individual by sampling additional locations. The estimation error
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with respect to effective fitness is defined as follows:

ceff (@) = feps(@) = fes(@)]. (3.7)

In reality, estimation error cannot be computed given that the actual effective fitness
fers(x) is unknown. Therefore, we use Wasserstein distance as an upper bound
approximation for the estimation error. We call this framework Wasserstein-based
archive sample approximation.

In the following subsections, we first explain the principle behind WASA
and describe the underlying sampling problem of WASA. Then, we enhance the
description of the sampling strategy used in our previous work [Branke and Fei,

2016] and propose a new population-based myopic sampling strategy.

3.3.1 The Upper Bound Approximation for Estimation Error

As discussed in Section the effective fitness of a particular solution can be
numerically computed by using a set of samples. If the number of samples is large
enough, the corresponding empirical probability measure will converge to the actual
probability. Given that the computational cost of evaluating a sample is expensive,
we aim to approximate this “large” empirical probability measure with a “smaller”
discrete probability measure. The challenge is how to estimate the corresponding
estimation error. Since the actual effective fitness cannot be computed in practice,
the estimation error cannot be obtained directly.

In the following, we provide an upper bound approximation of the estimation

error that can be calculated without requiring any fitness information.

Theorem 3.1. Let P and Q be two discrete probability distributions with samples
G={gjljeJ} C X and H = {hi| k € K} C X, and corresponding probabilities
{]P)(gj” j € J} and {Q(hi)| k € H}, respectively. Moreover, let W (P, Q) denote
the Wasserstein distance between probability distributions P and Q. The effective
fitness is numerically computed by using the probability measure ]IAJ’; and Q is the
probability measure approximating P. If the fitness function f :x — R is Lipschitz

continuous over domain X, then the estimation error satisfies

> Fg)Blg;) = D F(h)Q(h)| < a W(P,Q) (3.8)

JjeT kek

where o > max M

is a positive constant and d(g;, hy) is the Eu-
jegkek  d(gj, h) P (95 fx)
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clidean distance between g; and hy,.

Proof. The effective fitness can be numerically computed by using the probabil-
ity measure }fp; and Q is the probability measure approximating P. Hence, the

estimation error can be written as

> Fg)Blgy) = > F(h)Q(hs)| - (3.9)

JjeJ kek

Let 1 be one of joint probabilities with marginal probability distributions P and Q
such that the following equations hold

> ik = Q) (3.10)
JjET

and
> ik =Plgy). (3.11)
kek

The sample sets G and ‘H are independent of the probability measures Q and I@’,

respectively. Hence, we can obtain

S Fg)Pla) =D flai)vix (3.12)
JjeT keK jeJ
and
> F)Q) =D > F(h)jie (3.13)
kel ke jeJ

Substituting ([3.12) and (3.13) in (3.9), we obtain

> Fg)P(gi) = D f (i) Q)

jeT kek (3‘14)
= DO H gk — DD F(h)n|, Y € T,
kek jeg kek jeg
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From the definition of Lipschitz continuity, we can continue

> Fg)Blgy) = F(hr)Q(hs)

JjeT kek
<D0 D IF(g) = Fhi) g Vb € ¥ (3.15)
ke jeTJ
<a ) > dlg, bi)vig Y € W,
jeJ kek

where constant « is chosen such a way that

|f(g;) — f(hg)]
@z mex, - d(gi )

Since the measure ¥ can be any joint joint probabilities with marginal probability
distributions Q and IAP’, we can have various upper bounds for the estimation error.

Given the constant «, the tightest bound can be found by

min{y > d(gj, he)n} (3.16)

Vik 127 kek

which is exactly the definition of Wasserstein distance in Appendix A. Hence, we

can write

D FlgP(gi) = > f(h)QUAw)| < amin{ > dlgj b} = aW (P, Q).
JjET kel JjeTJ kex
(3.17)

O

Theorem 3.1 implies that the estimation error with respect to two discrete prob-

ability measures can be upper bounded by the Wasserstein distance.

3.3.2 Probability Redistribution in the Wasserstein Metric

This section introduces the probability redistribution in Wasserstein metric. Sup-
pose that the Wasserstein distance between probability measures P and Q needs to
be calculated, but the probability values for sample set H can be adjustable. We aim
to identify the optimal probability values, which result in the smallest Wasserstein

distance value. The probability redistribution problem M (G, H) can be formulated
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as follows,

M(G,H) = min W(P,Q) =

Q(hx)
min d(g;, hi)w;
».Q(ht) ,;Cg; (95 i)k

st > ik =P(gy), Vi

kek

> ik = Q(hy), Vk

jeT

> Q) =1

kek

Q(hg) >0, Vk

Yk >0, Vi, k.

(3.18)

The above optimisation problem can be regarded as a transportation problem with

fixed locations. We can solve it by using the following Proposition.

Proposition 3.1. The optimal solution of (3.18]) is

Q(hi)* = 1y, (hi)P(g;), VE
JjeJ

where 1y, (hy) is an indicator function and defined as

Ly, (hg) =1, if hy is the closest sample to g;

0, otherwise.

And, the corresponding Wasserstein distance is

M(G,H) =) P(gj) min d(g;, hs).
jeTg g

(3.19)

(3.20)

(3.21)

Proof. For details, see the proof of Proposition 2.1 introduced by [Dempster et al.

[2011]. O

Algorithm summaries the overall procedure for computing the Wasser-

stein distance after optimal probability redistribution.
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Algorithm 3.1: Efficient method for computing M (G, H)

input : samples G = {g;|j € J} with probabilities {P(g;)|j € J};
samples H = {hg| k € K}.

output: Wasserstein distance after redistribution M (G, H);
optimal probabilities {Q(hy)*| k € K} for samples H.

for j € J,k€ K do

‘ compute Euclidean distance between samples g; and hg;

end

compute the distance value M (G, H) via (3.21);

compute the optimal probabilities {Q(h)*| k € K} as in (3.19).

aAwoN e

3.3.3 The WASA Sampling Problem

In this subsection, we introduce the sampling problem in WASA. Let z; for [ €
A ={1,..., )} denote the I-th individual from a particular population during the
EA search process. Using similar notation as in Section 3.2, let Z; for [ € A be
the random location of individual x;, which is defined on the probability space
(ﬁl,B(ﬁl),IPl). We then generate a large set 2, = {zn1 € 15[\ n € N'} to represent
the disturbed locations of each individual. The empirical probability measure of
these disturbed locations is denoted by P,. Note that these large sample sets are
used only when computing the Wasserstein distance value and as a set of candidates
for evaluation.

Given an archive A that consists of previously evaluated solutions, the avail-

able archive samples for individual z; can be retrieved as follows:
A ={(z,p) € Al ze D} (3.22)
Then, the previously evaluated sample locations S; can be identified as
S ={aV ae A} (3.23)

The optimal sampling problem is to minimise the total effective fitness estimation

error over all individuals at the present EA’s generation by searching:
e the best additional sample locations C;; and
e the optimal probability measure Q; on B(C; U ;).

We can formulate the aforementioned problem by using the following optimisation
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model: R
éngl eerf(@) = > |fers(m) = fer(ar)]
(2252

leA leA

- Jers(x) Zfznl]P’z (zn1), V1
neN

Jers(a) = Y aPQu@V) + 3 f(@Qi(e), VI (3.24)
acA; ceCy

ST @)+ 3 Qi) =1, Q) >0,

a€A; ceCy

Z ’CZ‘ = B7 Cl - 2[7VZ-

leA

As previously discussed, some fitness information in (3.24) is unavailable.
Therefore, the optimal sampling problem cannot be directly solved. By using The-

orem 3.1, the objective function of the optimal sampling problem can be bounded

by
S eesslo) = 30| 5 Feniens) - | 3 a?ua) + 3 seuca)]|
leA leA ' neN a€A; ceCy
<a) W(P,Q).
leA
(3.25)
Then, we obtain the formulation of WASA sampling problem as follows,
min o W(I@’l,(@l) min aZM Zl,Cl usS)
@l G leA
) (3.26)
dlal=B.cC 2, Vi
leA

As « only appears in the objective function of (3.26)), it can be disregarded because

it does not influence the choice of optimal decision. Hence, the optimisation model

in (3.26) can be re-written as

min W (P, min MZ,C Uus,
R (P, Qi) = i > LGUS)
€A leA
Y lal =B, C Z, V.
leA

(3.27)

This new formulation is referred to as the WASA sampling problem. Essen-
tially, we minimise the upper bound approximation of the estimation error in order
to provide heuristic sample locations without requiring any fitness information. In

the derivation process, we use a constant « to represent the Lipschitz constants
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which are unknown in the black-box objective function. Since « only appears in the
objective function, we ignore it in the subsequent analysis. However, this approach
might result in a loose upper bound. In the future work, we can surrogate-based
approaches to estimate these Lipschitz constants and achieve a tighter upper bound
approximation for the estimation error.

The WASA sampling problem is a nonlinear and non-convex optimisation
problem. The optimal solution for this approximate problem formulation can be

found by repeatedly solving the following four related steps:

1. Fixing the cardinality |C;| for [ € A such that Z |Ci| = B.
leA

2. Selecting the new samples C; from Z.

3. Constructing the sample set ), for each individual x; as follows,

y=8§uU(, Vi (3.28)

4. Computing the Wasserstein distance M (21,321) for [ € A by applying Algo-
rithm [3.1] to solve the following optimisation model.

Jin DD Az )y

ZEél yeyl

s.t. Z sy = Py(2), Vz € Z
yeN

Z ¢z,y = Ql(y)7 Vy S yl

2621

> Qiy) =1

YEN
Qi(y) =20, Yy €
wz,y > 07 Vz € 21729 SINZE

(3.29)

Generally, the optimal solution of the WASA sampling problem cannot be
obtained within a reasonable time. For instance, there exist two individuals z; and
o at a particular EA’s iteration. Consider that the cardinalities of Z, and Z, are
200. Given the sampling budget B = 2, we have three ways to allocate this sampling
budget to x1 and xs.

(|C1|7 |C2|) € {(17 1)’ (2’ 0)7 (07 2)}
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If we should take one sample from 21 and one from 22, then we have 40,000
sample combinations. In case of taking two samples from 24 or two from 2’2, 19,900
combinations are found. This basically results in 79, 800 repetitions for performing
the four related steps to find the optimal solution. The small case shows that
heuristic approaches to solve the WASA sampling problem are needed.

In the next subsection, we introduce two Wasserstein-based sampling strate-
gies aimed at efficiently making sampling decisions for the above WASA sampling

problem.

3.3.4 [Equal Fixed Sampling Strategy

A straightforward way to simplify the WASA sampling problem is to consider each
individual separately, and allocate to each individual the same fixed number of new
samples. We call this strategy Equal Fixed Sampling (EFS). The sampling budget
in EFS must be an integral multiple of the number of individuals. EFS is an iterative
method that determines one new sample point at each step. Algorithm [3.2]describes
the overall procedure of incorporating the EFS strategy into WASA.

For individual z;, EFS first retrieves previously evaluated information A;
from the archive A and identifies the archive sample locations &; by using .
Then, EFS constructs the candidate sets Y, ; for n € N by uniting one of the

individual’s disturbed locations z,; with archive points as follows:
yml =2zZp U S;, Vn € N. (3.30)

EFS evaluates the Wasserstein distance value Vgpg(2,,) of each disturbed location
Zn, as

Viers(2n1) = M Va1, 21), Vn € N. (3.31)

EFS next selects and evaluates the new sample point z* resulting in the smallest
value, i.e.,
2* = argmin{Vgrs(zn)| n € N'}. (3.32)

The fitness of this point is evaluated and the new sample information will be added
into the archive A. The process repeats until the algorithm runs out of sampling
budget for this individual.

When this iterative process has been completed, EFS retrieves the archive

samples A; from the updated archive. The previously evaluated sample locations for
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Figure 3.2: Description of computing Vgrg in EFS.

the individual x; can be identified as follows,
Vi ={aW|ae A} (3.33)

Now we compute the optimal probabilities Q; for )} by using (3.29). Then, the

estimated effective fitness of each individual can be calculated as

ferr(a) = aPQaM). (3.34)

acAf

Figures and illustrate EFS by using a 2D example. Let us consider
the solution located at (0,0), which is represented as a grey solid hexagon, assume
the sampling budget of this solution is one, and the disturbance region is from
—1 to 1 in x- and y-directions. We approximate the disturbance region by using
Latin hypercube sampling to generate 6 disturbances. The corresponding disturbed
locations of this solution are represented by grey solid circles. In the disturbance
region, there are two archive points which are depicted as black solid circles. We
now calculate the Vgpg value of each disturbed location. The results are shown in
Figure[3:2l We can find that the best sample point is the grey solid circle whose Vg pg
value is 0.8486. Figure [3.3] describes how to determine the probabilities of samples
used to estimate the effective fitness. The probability of each disturbed location is
0.1667 because the total number of disturbed locations is six in this example. The
black solid circle located at (0.1600,0.2000) is the point closest to the grey solid
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Figure 3.3: Description of calculating optimal probabilities in EF'S.

circle (—0.1863,0.1745). According to probability re-allocation rules , the new
probability for this black solid circle is 0.1667. The new sample point marked by a
triangle is the best representation of the two grey solid circles. However, the new
probability of this point is 0.5000 because this point is also the nearest to itself. The
new probabilities of the other black solid circles can be assigned following the same

procedure.

3.3.5 Population-based Myopic Sampling Strategy

EFS may spend unnecessary sampling on an individual that already has a small
Wasserstein distance value but ignores the needs of an individual with large Wasser-
stein distance value. This inefficient sampling allocation frequently appears in the
search process because of the exploration and exploitation strategies used in the
EAs. The current promising area on the decision space is exploited repeatedly, and
the archive set already contains adequate information for approximating the effective
fitness landscape of individuals in this area. However, the archive does not contain
information on previously unexplored areas, and in those areas new sampling is
indispensable.

To alleviate this problem, we propose here population-based myopic sam-
pling (PMS). The key idea is to allow sampling, at each step, the disturbed loca-
tion of any individual that greatly minimises the average Wasserstein distance over

the entire population. This sampling strategy is particularly effective when distur-
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Algorithm 3.2: The procedure of including EFS into WASA
input : set of disturbed locations Z; = {z, | n € N'} with empirical

probability measure I, for [ € A, sampling budget B, archive A.
output: estimated effective fitness fe;(z;) for [ € A.

1 for [ € A do

2 ‘ retrieve archive information A; using ;

3 end

a for j € J do

5 ‘ identify sample locations S; from A; as in ;
¢ end

7 forbe {l,...,B/\} do

8 for n € A do

9 construct the candidate set ), ; using @;

compute the Verg(zn,) value via (3.31

=
[=]

11 end

12 find z* = argmin{Vgps(21)| n € N'};

13 evaluate the fitness of the best location f(z*);
14 update the archive A <— AU (2%, f(z*));

15 end

16 for [ € A do

17 retrieve the archive information A} as in (3.22));
18 construct the archive sample set Y} via

19 calculate the probability measure Q; on Y} using (3.29);

20 compute the effective fitness fe rr(zr) as in (3.34)).
21 end

bance regions partially overlap one another, because one additional sample point
might contribute to improving the fitness estimate for several individuals. PMS
furthermore introduces the concept of an approximation region which may be cho-
sen different from the disturbance region and allows the use of archive samples also
outside the immediate disturbance region. Finally, since the budget in a generation
no longer needs to be a multiple of the population size, we introduce a mechanism
to adapt the sampling budget of each generation depending on the change in the
average Wasserstein distance over the entire population. Algorithm [3.3] describes
the overall procedure of including PMS into WASA. In the following, we present the
core ingredients of PMS, including approximation region, myopic sampling location

selection, and sampling budget adjustment.

Approximation region

Generally, ASA begins with the search of available archive points which are located
within the individual’s disturbance region. If no or few archive points in the distur-

bance region, one ad-hoc method is to use archive points that are slightly outside
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Algorithm 3.3: The procedure of including PMS into WASA

input : set of disturbed locations Z; = {2,,| n € N} with empirical
probability measure P, for I € A, sampling budget B, archive A,
approximation region parameter x, average Wasserstein
distance W*=1,

output: estimated effective fitness fe pr(ay) for I € A, average Wasserstein
distance W*.

1 initialise b < 0 ;

2 for [ € A do

3 ‘ set approximation region R; via ;

a4 end

5 while b < Bypper do

6 retrieve archive samples A; for [ € A using ;

7 identify sample locations &; from A; for [ € A via ;
8 forl € A,n €N do

9 for m € A do

10 ‘ construct the candidate set V) 5, », as in ;
11 end

12 compute the Vpyrs(zn,1) value via ;
13 end
14 find 2* = argmin{Vpars(zn,1)| n € N1 € A};
15 evaluate the fitness of the best location f(z*);
16 update the archive A < AU (2%, f(2*));
17 compute the W value using ;

18 end

10 if W1 > W and b > Bjower then

20 ‘ b = Bypper //stop sampling;

21 else

22 ‘ set b« b+ 1;

23 end

24 for [ € A do

25 retrieve the archive information A} as in (3.22));

26 construct the archive sample set V}* via

27 calculate the probability measure Q; on Y} using ;

28 compute the effective fitness fe rf(zr) as in (3.34)).
20 end
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the disturbance region. Although the utilisation of those archive points goes against
the setting of disturbance region, the estimation of the effective fitness might be im-
proved. In PMS, we call this enlarged region approximation region. Let R; denote
the approximation region of individual x;. Given the sample space = of noise, the
size of approximation region R; is controlled by a parameter £ (k > 1), which is

defined as follows, .
Ri={x;+¢|s€ H[/{*&,/ﬁ*ui]}. (3.35)

i=1

Obviously, the larger k, the more archive samples are used for fitness estima-
tion. On the other hand, if k is chosen too large, the archive points may be located
too far from the individual’s disturbance region, thereby causing unpredictable er-
rors in effective fitness estimation. So, x needs to be chosen carefully.

Figure illustrates the benefit of including additional archive points. The
solution is located at (0,0), whilst its disturbance region is from —1 to 1 in x-
and y-directions. The black solid circles denote the archive points, among which
three are located within and two outside the disturbance region. The grey solid
circles represent the disturbed locations of this solution. If we restrict ASA to
the disturbance region, the minimum Wasserstein distance we can obtain from the
three black solid points and one grey solid point to be additionally evaluated is
2.276. If we set the approximation region parameter s as 120%, the grey squiggle
in Figure denotes the extension region with respect to the solution’s disturbance
region. Two additional archive points can be used to estimate effective fitness.
Accordingly, the best Wasserstein distance value we can obtain from the five black
and one grey points reduces to 1.2935. This example demonstrates that an enlarged

approximation region may reduce the Wasserstein distance.

Myopic sampling location selection

Given the archive samples of each individual, PMS myopically selects the best sam-
pling point. This myopic strategy iteratively builds candidate sets by combining a
new sample at one disturbed location of any individual with the archive samples of

any individual, as described in the following equation:
yl,n,m =2zZp U S, (3.36)

with n € N, m € A and | € A. The myopic selection criterion is based on the
average Wasserstein distance for the entire population. Let Vpars(z,;) represent

the Wasserstein distance value by sampling the disturbed location z,;. Then, we
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Figure 3.4: Using approximation region in WASA.

can write the Vpyrs(2y,1) value as follows:

Vens(zng) = Y Ir, (zn) M (Vimms Zm) (3.37)
meA

where 1, (z,,) is an indicator function, defined as

1 zny) =1, ifz,;, €R
Rm( n,l) n,l m (338)
0, otherwise

that controls that a sample only contributes to an individual’s Wasserstein distance
calculation if it is within its approximation region.

Figure explains how to compute the Vpysg value in the PMS strategy.
As shown in Figure [3.5] two candidate solutions 1 and x4 are respectively located
at (—0.666,—0.333) and (0.666,0.333). The disturbance region of each solution is
represented by 6 Latin hypercube samples (grey solid circles). The approxima-
tion region parameter s is set to be 130%. The grey squiggle is the extension
region with respect to the disturbance region. Given the budget to sample one
new point, we need to determine which grey point is the best sampling location
for these two solutions (x; and z2) when it is combined with the archive points
(black). Note that the grey points outside the overlapped approximation region, for

instance, (—1.5340, —0.6312), only contribute to one solution. The Vpysg value for
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Figure 3.5: The Vpysg value computation in PMS.

each grey point is shown in Figure It can be observed that the sample location
(0.3000,0.5100) (triangle) allows for the smallest average Wasserstein distance for

these two solutions.

Sampling budget adjustment

PMS allows the automatic reduction of the sampling budget used during an itera-
tion of the EA if the archive already provides plenty of information on candidate
individuals. The sampling budget is adaptively determined by the average Wasser-
stein distance over all individuals. We attempt to decrease this average distance
monotonically. Considering a progressing evolution, we like to derive improved esti-
mates for effective fitness. Given Vpars(2p) for n € N and I € A, the best sampling

location can be identified as follows:
2" = argmin{Vpars(zn1)| n € N, € A} (3.39)

Then, we can compute the Wasserstein distance W at the current population ¢ as
follows:
W= "1, (z")M(z*US;, 2)) + (1 — Lg,(z%) M (S}, Z). (3.40)
leA
PMS stops sampling for the current population when the current average Wasser-

stein distance using the usable samples is less than the recorded average Wasserstein
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distance of the previous population ¢ — 1. In other words,
wt<wil, (3.41)

In practical use, we suggest to assign lower and upper limits for the number
of new samples evaluated in each iteration. The lower limit ensures that a minimum
additional knowledge on the underlying fitness landscape is collected in each itera-
tion. It also prevents getting permanently stuck in an artificial optimum of a false
approximation model. The upper bound prevents the spending of a large number
of samples in the current population. Given that EAs are iterative search methods,
the samples must also be allocated to the future population rather than extensively

sampling the fitness for the current population.

3.4 Empirical Results

In this section, we examine the effect of varying algorithmic parameters on the
performance of the PMS strategy. Moreover, we empirically compare the WASA
strategies with several other ASA approaches from the literature using a variety of
benchmark problems with different landscape features as well as a real-life robust
design problem. All results are averaged over 30 independent runs with different

random seeds.

3.4.1 Experimental Setup for Artificial Benchmark Problems
Overview of Artificial Benchmark Problems

We have chosen six artificial benchmark problems from the literature. Figure [3.6
provides one-dimensional visualisations of the original and effective fitness land-

scapes. The test problems have different characteristics:

e TP 1, taken from Paenke et al.|[2006], has a discontinuous unimodal original
fitness landscape. The peaks of the original and effective fitness landscapes
are asymmetric and located next to each other. This problem characteristic

can test an algorithm’s ability to precisely identify the peak of effective fitness
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at the discontinuous landscape.

5
f(r) =min 1+ ;;Ql(xi), z; € 0,10],U(—-0.5,0.5)°

with
2—z; z; <8

0, otherwise

e TP 2, adopted from [Paenke et al. [2006], can be viewed as the continuous

version of TP 1.

5
fl@)=min 45+ Qa(x), a; € [0,10],U(—1,1)°
1=1

with
—(8 _ xi)0.1670‘2(87:):¢)’ x; <8

Q2(x;) =

0, otherwise

e TP 3, adopted from Branke| [2001], has multimodal original and effective
fitness landscapes. The global optimum of the original fitness (x = 1) is a
local optimum of the effective fitness landscape, and vice versa. Poor effective
fitness estimates in the early phase of optimisation may misdirect the EA

towards the wrong region.

5
fl@)=min 5-> Qs(x), x; € [~2,2],U(-0.2,0.2)°

=1
with
—(x; +1)2 + 1.4 — 0.8 |5in(6.283z;)| —2<2; <0
Q3(xi) = 0.6 - 2781711 1+ 0.958887 — 0.8 |sin(6.2832;)| 0 < z; < 2

0 otherwise

e TP 4, taken from Paenke et al,|[2006], has two global minima in the effec-

tive fitness landscape. The global minimum of the original fitness is a local
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maximum of the effective fitness.

5
f(x) =min 0.6 + % ; Qu(zi), z; € [0,1],U(—0.05,0.05)5

with
0 5(391-—0‘4)2
—0.5¢ "7 005z, 0 <z < 0.4696
(z;—0.5)?
Qa(xi) = § —0.6e "5 0022, 0.4696 < z; < 0.5304

-0 5@ .
—0.5e 7 0052 | otherwise

e TP 5, adapted from Paenke et al.|[2006], combines the problem characteristics
of TP 2 and TP 3.

5
flz)=min Y Qs(x;) — 2,2 € [0,10],U(~1,1)°
=1

with
Qs(z;) =1+ 237jn(106(_0'2“):@)6(_0'25“)

e TP 6, taken from Tsutsui and Ghosh| [1997], has the global minima of the
effective fitness landscape as being the local minima of the original fitness

landscape.

5
f(z) =min 1 - %ZQ6($1‘), x; € [0,1],U(—0.0625,0.0625)°
=1

with
z;—0.1
06 e~ 2Tox )’ 02| 5in (5r2)|%5, 0.4 < 2; < 0.6
6(Ti) = @;—0.1
e 27w )21n281n6(57r:1:i), otherwise

Evolutionary Algorithm

Essentially, the archive-based approximation is a part of the EA’s fitness evalua-
tion procedure. Therefore, it is straightforward to integrate our proposed sampling
strategies into any evolutionary algorithm. We have adopted the covariance ma-
trix adaptation evolution strategy (CMA-ES), proposed by |Hansen and Ostermeier
[2001], for the experiments. CMA-ES is one of advanced single-objective evolution-
ary strategies. We implement the CMA-ES algorithm that is based on the MATLAB
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Figure 3.6: 1-D visualisation of original and effective fitness of the 5-D test problems.
Solid line: original fitness landscape. Dash line: effective fitness landscape.

’ CMA-ES Parameters Selected Settings
() 4.9
initial standard deviation % search interval width
recombination equally weighted recombination
initial point centre of search interval
total number of evaluations 1,600

Table 3.1: The CMA-ES parameter settings.

toolbox [Hansen]. We have modified the fitness evaluation procedure in this toolbox
and integrated the various sampling strategies. The used parameter settings of the
CMA-ES toolbox are listed in Table [3.11

Solution Selection & Performance Measure

We employ the best observed individual, i.e. the individual with best estimated
effective fitness, at the final generation as the solution that would be reported to
the decision-maker. The actual effective fitness of the selected solution is evaluated
by 10,000 Monte-Carlo samples generated from the underlying noise. Moreover, we
look at the algorithm’s convergence and the average effective fitness over the whole
run. Ideally, we would expect the sampling approach to have a fast convergence and

to provide a high-quality solution at the final generation.
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Disturbance Generation for WASA

The performance of WASA is closely associated with the way the approximate un-
certainty set Z is generated. We use 243 Latin hypercube disturbances for all
individuals within a generation, which reduces the variance in comparing the effec-
tive finesses in an uncertain environment. To avoid over-fitting to a specific set of

disturbances, we change the set of disturbances at each iteration of the EA.

3.4.2 Performance of the PMS Strategy with Various Approxima-
tion Region Parameters

We numerically study the effect of using various approximation region parameters
(k=100%, 120% and infinity). The lower and upper limits of the sampling budget at
each iteration are fixed at 4 and 8, respectively. Figure [3.7] presents the convergence
of the average effective fitness of the best observed solution.

As can be seen, the convergence towards high-performance solutions can be
accelerated by using a proper approximation region parameter. Given the same
amount of evaluations, PMS-120% performs better than PMS-100%. The superi-
ority of using PMS-120% is significant before 1,000 evaluations, because early in
the run, information in the archive is sparse, and the wider approximation region
can use more archive samples in the individual’s effective fitness estimation. At
the end of the run, the PMS-120% strategy is able to find better solutions than all
other strategies in all test problems, indicating that a proper setting of the approx-
imation region prevents CMA-ES from early convergence towards local optima by
incorporating more archive samples in the effective fitness estimation.

In all benchmark problems, the average effective fitness of using PMS-infinity
deteriorates during the first 100 evaluations, though this value is improved quickly
at later evaluations. The reason is that the new sampling locations determined
by PMS-infinity are always located at the centre of a cluster of individuals when
the archive is empty or contains only few samples, which actually misleads the EA
search process. This negative effect becomes serious in test problems TP 5 and TP
6, because the problem characteristics demand that the robust approach is able to
identify the correct search area early on. Otherwise, the EA search process converges
towards local optima.

To support Figure Table reports on the average effective fitness ob-
tained over all 1,600 evaluations of the run. Again, we can observe that PMS-120%
provides the fastest convergence pattern among these three strategies for all test

functions. PMS-infinity displays good convergence in TP 1, 2 and 4. Addition-
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Figure 3.7: Convergence comparison with respect to evaluations for various approx-
imation region parameters.

Table 3.2: Average effective fitness over 1,600 evaluations.

Test Problem Mean + Std. err.

PMS-100% PMS-120% PMS-infinity
TP 1 0.150+0.003 | 0.140+0.003 | 0.145+0.002
TP 2 0.674+0.014 | 0.634+0.014 | 0.651+0.014
TP 3 0.901+£0.015 | 0.848+0.025 | 0.890+0.021
TP 4 0.192+0.001 | 0.190+0.001 | 0.191+0.001
TP 5 0.528+0.009 | 0.495+0.018 | 0.52740.022
TP 6 0.458+0.006 | 0.452+0.006 | 0.46940.008

Best results and those statistically not different from best are highlighted in bold.

ally, Table [3.3| presents the performance of the final solution at the end of the EA
search process. These results show that PMS-120% has the best performance in
all benchmark problems, and PMS-infinity presents a performance advantage over
PMS-100%. However, PMS-infinity performs worse than PMS-120% in most of the
test functions. The results confirm the theoretical ground discussed in Section 3.3,
namely that a moderate increase of the approximation region beyond the distur-

bance region is useful, but too much may lose its benefit.
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Table 3.3: Effective fitness of the solution at 1,600 evaluations.

Test Problem Mean + Std. err.
st Froble PMS-100% PMS-120%  PMS-infinity
TP 1 0.104+0.006 | 0.098+0.002 | 0.099+0.001
TP 2 0.561+0.007 | 0.533+£0.006 | 0.5484+0.005
TP 3 0.676+0.031 | 0.569+0.022 | 0.659+0.027
TP 4 0.182+0.002 | 0.177+0.002 | 0.177+0.001
TP 5 0.358+£0.011 | 0.301+£0.009 | 0.337+0.004
TP 6 0.431+0.009 | 0.413+0.006 | 0.436+0.007
Best results and those statistically not different from best are highlighted in bold.
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Figure 3.8: Convergence comparison with the evaluations for various sampling bud-
get limits.

3.4.3 Performance of the PMS Strategy with Various Sampling
Budget Limits

In this experiment, we investigate the convergence pattern with varying lower and
upper sampling budget limitations. We consider the setting where the sampling
budget per generation is allowed to change between 4 and 8 as default, which is
abbreviated as the PMS-[4, 8] strategy. We firstly test the effect of rising the lower
limit of PMS-[4, 8]. As such, we consistently use 8 evaluations throughout the search
process and denote this strategy as PMS-[8,8]. Secondly, we study the impact of
increasing the upper limit on the convergence behaviour. Therefore, we include
PMS-[4,10] in this experiment, whose upper limit is set to 10. The approximation

region is fixed at 120% of each direction of an individual’s perturbed region. Fig-
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Table 3.4: Average effective fitness over 1,600 evaluations.

Mean + Std. err.

Test Problem | prig iy 8] PMS[4,10)  PMS-[8,g]
TP 1 0.14010.003 | 0.152£0.002 | 0.151£0.003
TP 2 0.63410.014 | 0.628.0.012 | 0.62910.005
TP 3 0.84820.025 | 0.897+0.021 | 0.876+10.027
TP 4 0.19010.001 | 0.194£0.001 | 0.19320.001
TP 5 0.49510.018 | 0.540£0.020 | 0.514+20.028
TP 6 0.45210.006 | 0.457+0.008 | 0.453-0.008

Best results and those statistically not different from best are highlighted in bold.

Table 3.5: Effective fitness of the solution at 1,600 evaluations.

Mean =+ Std. err.

Test Problem | pyig iy 8] PMS[4,10)  PMS-[8,8]
TP 1 0.093£0.002 | 0.094-0.001 | 0.093-0.003
TP 2 0.533-0.006 | 0.408+0.009 | 0.535-0.002
TP 3 0.569+£0.022 | 0.542-0.028 | 0.565:0.031
TP 4 0.177+0.002 | 0.175+0.001 | 0.176+0.001
TP 5 0.301£0.009 | 0.269:0.018 | 0.294-0.016
TP 6 0.413+0.006 | 0.410-0.008 | 0.413£0.008

Best results and those statistically not different from best are highlighted in bold.

ure displays the results of the various sampling strategies for all test problems.

As shown in Figure PMS-[4, 8] and PMS-[8, 8] have similar convergence
patterns at early search iterations because both strategies implement eight evalu-
ations when the archive has few usable samples. Nevertheless, the convergence of
PMS-[4, 8] becomes faster than that of PMS-[8, 8] once the archive has a sufficient
number of samples, indicating that PMS-[4, 8] saves evaluations when the average
Wasserstein distance is monotonically decreasing anyway. Moreover, we observe that
the convergence of PMS-[4, 10] is slow at early iterations. This is because PMS-[4, 10]
is allowed to spend more evaluations exploring the correct search directions at early
iterations.

Again, Table and summarise the overall performance and the ef-
fective fitness value of the final solution, respectively. We observe that strategies
PMS-[4,8] and PMS-[8, 8] perform similarly at the end of EA search process, but
PMS-[4, 8] converges faster than PMS-[8, 8], indicating that our sampling budget
adjustment can save evaluations without sacrificing the performance of the final
solution. PMS-[4, 10] provides the best final solution in all test problems, but con-

verges more slowly.
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3.4.4 Average Performance Comparison

We verify the performance of the proposed strategies, namely EFS and PMS, by

comparing with the following archive-based approaches from the literature:

1. SEM: The strategy randomly samples one location within the individual’s
perturbed area [Tsutsui and Ghosh, [1997].

2. SEMAR: This is the SEM strategy integrated with the archive sample ap-
proximation strategy [Branke, [2001].

3. ABRSS: This strategy is based on an archive sample approximation approach
consisting of two main steps. For each disturbed location, the first step is to
identify the closest sample point in the archive, and the second step is to check
whether this disturbed location is also the closest disturbed location of its se-
lected archive sample point [Kruisselbrink et al., [2010]. If this is the case,
the selected archive sample point will be used in the effective fitness estima-
tion; otherwise, this disturbed location will be considered for an additional

sampling.

4. ABRSS+OP: This strategy implements ABRSS to determine the additional
sample points, but assigns the optimal probabilities that are obtained from
the Wasserstein distance for all sample points involved in the effective fitness

estimation.

Note that all sampling strategies are inserted into the same CMA-ES, so that all
performance differences can be attributed to the sampling strategy alone.

We first examine the reduction in the approximation error achieved by var-
ious archive-based strategies. Given that SEM does not employ previously evalu-
ated samples, this approach is excluded. We randomly generate 20 solutions and
30 available archive samples in this experiment. Second, we compute the average
approximation error over these solutions before and after employing any sampling
strategy. The sampling budgets for all strategies are identical and fixed at 20. Fig-
ure [3.9) summarises the changes of approximation error between before and after
the sampling strategy implementation. EFS and PMS strategies effectively decrease
the average approximation error for all test problems. The approximation errors
obtained by ABRSS, ABRSS+OP, and SEMAR, are larger than those obtained by
those WASA strategies. Moreover, the results show that the non-WASA strategies,
in several functions, cannot successfully reduce the approximation error, e.g., their

approximation errors slightly increase in TP 5. The reason is that sampling bias
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Figure 3.9: Comparison of approximation error reduction achieved various sampling
strategies.

may affect the benefit of including additional samples. Assuming that the archive
samples around a specific solution are negatively biased, if we include additional neg-
atively biased samples and simply average these samples, the approximation would
degrade. Nevertheless, the Wasserstein metric in WASA strategies, to some extent,
diminish the bias effect by adjusting the probabilities of archive samples and new
samples.

Next, we study the convergence of various sampling strategies in the CMA-
ES search process. The PMS strategy sets the approximation region parameter x as
120% and fixes the lower and upper limits for the number of samples per iteration
at 4 and 8, respectively. Figure [3.10] displays the computational results of using
various bounds for the sampling budget. Moreover, in Figure we report the
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Figure 3.10: Convergence comparison of different sampling strategies with respect
to evaluations.

average approximation error over the course of the run, which is defined by the mean

squared error between the true and estimated effective fitness.
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Table 3.6: Average effective fitness over 1,600 evaluations.

Test Problem Mean + Std. Err.
SEM SEMAR ABRSS ABRSS+0OP EFS PMS
TP 1 0.260+0.006 | 0.17140.007 | 0.156£0.004 | 0.160+0.006 0.144+0.003 0.140+0.003
TP 2 1.01840.008 | 0.728+0.017 | 0.702+0.017 | 0.676+0.010 | 0.625+0.015 | 0.634+0.014
TP 3 1.30440.024 | 1.121+£0.035 | 1.164+0.031 | 1.01240.040 0.902+0.035 0.848+0.025
TP 4 0.213+0.001 | 0.19940.001 | 0.200£0.001 | 0.198+0.001 0.196+0.001 0.190+0.001
TP 5 1.28040.010 | 0.853£0.021 | 0.783+0.022 | 0.75340.031 0.497+0.018 0.495+0.018
TP 6 0.51940.007 | 0.4854+0.008 | 0.471+0.008 | 0.474+0.011 | 0.4624+0.007 | 0.452+0.006
Best results and those statistically not different from best are highlighted in bold.
Table 3.7: Effective fitness of the solution at 1,600 evaluations.
Test Problem Mean + Std. Err.
SEM SEMAR ABRSS ABRSS+0OP EFS PMS
TP 1 0.26740.020 | 0.100+0.006 | 0.098+0.003 | 0.096+0.006 | 0.095+0.003 | 0.098+0.002
TP 2 1.000+0.052 0.548+0.011 0.554+0.024 0.535+0.007 | 0.528+0.002 | 0.533+0.006
TP 3 1.131£0.075 0.873+0.054 0.823+0.071 0.769+0.042 0.682+0.031 0.569+0.022
TP 4 0.205+0.004 0.187+0.009 0.184+0.003 0.18540.002 0.181+0.003 | 0.177+0.002
TP 5 1.005£0.076 0.662+0.044 0.479+0.057 0.434+0.053 0.335+0.012 0.301+0.009
TP 6 0.471+0.013 0.455+0.011 0.429+0.009 0.430+0.011 0.428+0.005 0.413+0.006

Best results and those statistically not different from best are highlighted in bold.




As shown in Figure the SEM approach provides the worst results for all
test problems, because this approach does not use an archive and one new sample
is not sufficient to estimate the effective fitness. Compared to SEM, the archive-
based approaches show a good convergence on most test problems. SEMAR and
ABRSS exhibit similar convergence behaviour on most test problems. Since the
ABRSS+OP approach implements the optimal probabilities, its convergence is faster
than ABRSS and SEMAR in the most of test problems. Nevertheless, ABRSS+OP
performs worse than the WASA-based strategies, i.e., EFS and PMS, indicating that
the Wasserstein distance metric provides an advantage in selecting good sampling
locations. Additionally, the results demonstrate the good performance of PMS which
converges faster than EFS over the first 1,000 evaluations in all problems.

The effective fitness of the best observed solution obtained from various
strategies averaged over 1,600 evaluations is reported in Table The results
confirm the importance of good sampling strategy design. We find that the WASA
sampling strategies converge faster than other methods. For strategies PMS and
EFS, we observe that the convergence of PMS is more rapid than EFS for all test
problems except TP 2 and 6. Table[3.7)displays the performance of the final solution
obtained from various approaches. The result once again confirms the superiority
of WASA sampling strategies and the performance advantage of PMS over EFS.

The results of average estimation error in Figure [3.11] confirm our findings
from previous convergence comparisons. The SEM approach consistently exhibits
large effective fitness estimation errors. The SEMAR and ABRSS strategies reduce
the average estimation error when the number of evaluations is small, because they
reuse past sampling information. However, SEMAR and ABRSS lack a good mech-
anism to determine the probability weights for the samples used in the effective
fitness estimation. This deficiency might lead to biases in the estimation. In some
cases, the average estimation errors of SEMAR and ABRSS are actually increasing
over the run. By contrast, the approaches that adopt optimal probabilities, i.e.
ABRSS+0OP, EFS and PMS, keep decreasing the average estimation error through-
out the run; and PMS is the fastest approach in decreasing the average estimation

error.

3.4.5 Robust Multi-point Airfoil Shape Optimisation under Uncer-
tain Manufacturing Errors

Finally, we test the proposed strategies on a simple real-world problem. We con-
sider a multi-point airfoil shape optimisation problem with manufacturing errors.

Although advances in high-performance computing have reduced the CPU time with
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Figure 3.12: The baseline shape of the robust design problem.

respect to the performance evaluation of airfoil shape, this robust optimisation prob-
lem still requires a significant computational effort because algorithms might need
thousands of evaluations under various possible manufacturing errors. Therefore, it
is an ideal testbed for examining the performance of various sampling approaches
under the condition of limited evaluation budget.

We consider the subsonic 2-D airfoil design problem, which is a variant ob-
tained from Ong et al.|[2006]. The baseline shape is NACA 0012 airfoil [Abbott and
Von Doenhoff, [1959], which is illustrated in Figure We implement 10 Hicks-
Henne bump functions, for details see [Hicks and Henne, 1978|, f;(z) fori =1,...,10
with the upper and lower surfaces of NACA 0012 (denoted as y%(z) and y?(2)) to
parameterise the upper surface y,(z) and the lower surface y;(z). They are defined

as follows:

6
yu(2) = yh(2) + D 0:fi(2)
=1
and
10
w(2) =4/ (2) + > 0ifi(2),
i=7

where z is a non-dimensional abscissa, and 6; is the design variable on the i-th
Hicks-Henne bump function. These Hicks-Henne bump functions combined with
design variables can be used to tune the upper and lower surfaces. The definitions
of Hicks-Henne bump functions and the ranges of the design variables can be found
as follows.

f1(z) = sin® (2 0-5/W0.05) =g — [_0.001, 0.001]

fo(z) = sin®(m20-5/ 015y =g, — [-0.006, 0.006]
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f3(z) = sin®(m20-5/1030) = gs — [-0.009, 0.009]
fa(2) = sin® (w2 05/ m045) g — 1-0.009, 0.009]
f5(2) = sin® (w2 0-5/1m060) =g — [_0.006, 0.006]
fo(2) = sin? (w2 0-5/M080) g — [-0.002, 0.002]
005/ M0-10y =g — 10,001, 0.001]
fa(2) = sin? (w2 05/ 010y g0 — [-0.007,0.007]
fo(z) = sin® (w2 0-5/M055) =gy — [-0.007, 0.007]
F10(2) = sin® (w2 05/ MOS0y g0 — [-0.002, 0.002]

The “fitness” of the airfoil shape is defined as the average lift-to-drag ra-
tio over three flow velocities (M; = 0.5 mach, My = 0.55 mach and M3 = 0.6
mach) when Reynolds number (Re) and Angle of Attack (AoA) are 300,000 and 4°,

respectively. Thus, the fitness function f(#) can be written as follows:

£(6) = 5(C1+ o+ C)

where

Cy = Cpyp(My, Re, AoA, 6y, ,610)
Cy = Cpyp(Ma, Re, AoA, 6y, ,610)
Cy = Cpyp(Ms, Re, AoA, 61, ,610)

where Cr,/p denotes the lift-to-drag ratio. We assume that all design variables are
affected by uniformly disturbed manufacturing errors. The range of manufacturing
error for all design variables is fixed as [—0.001,0.001]. The overall robust design

problem can be formulated as
1 . . .
max ferp(0) =E[f(0+&)] = E[g(Cl + Cy + Cg)]
where
Cy = Cryp(My, Re, AoA, 01 + &, -+ 610 + &10)
Cy = Cryp(May, Re, AoA, 01 + &, -+ 610 + &10)

C3 = Cpp(Ms, Re, AoA, 01 + &1, -+, 010 + 10)
& € U(—0.001,0.001), i=1,...,10.

In this experiment, the airfoil shape of lift-to-drag ratios at various Mach
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Figure 3.13: Convergence comparison of various sampling strategies with respect to
evaluations in the robust airfoil shape optimisation problem.

numbers are evaluated by Drela’s XFOIL [Drela) [1989]. This software is an open-
source aerodynamic analysis package for subsonic isolated airfoils, which allows the
use of relatively lower computational effort than advanced CFD programs. For this
problem, we fix the (u, \) parameters in CMA-ES at (5,10) and choose the total
evaluations as 1,200. The lower and upper limits of the evaluation budget at each
iteration for the PMS strategy are fixed at 5 and 10, respectively; whereas the
evaluation budget of other sampling approaches is fixed at 10, that is, each solution
is evaluated once. The other experimental setup is exactly same as in previous
experiments. Figure shows the convergence of the average effective fitness of
the currently best solution based on the estimated effective fitness values.

As can be seen in Figure the convergence of WASA sampling strategies
is considerably faster than other sampling approaches, which clearly confirms the su-
periority of WASA sampling strategies in this real-world problem. The non-WASA
sampling strategies (SEM, SEMAR, ABRSS and ABRSS+OP) exhibit similar con-
vergence patterns. For EFS and PMS, the solutions at 400 evaluations are even
better than the solutions obtained from the other sampling approaches after 1,200
evaluations. In comparison to EFS, we observe that PMS provides a good conver-
gence rate at the first 200 evaluations due to its advanced sample selection method in
the WASA framework, which is consistent with the results of artificial test functions
presented in Section 3.4.

Table reports both the average effective fitness over 1,200 evaluations
(abbreviated as A.E.F.) and the effective fitness of the solution at 1,200 evaluations
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Table 3.8: Performance of various sampling approaches in the robust airfoil shape
optimisation problem.

Mean + Std. Err.

Method AEF. EF.
SEM 67.66520.434 | 71.410L0.434
SEMAR | 66.140£1.011 | 71.657+0.305
ABRSS 66.35900.721 | 71.63840.311
ABRSSTOP | 67.74210.987 | 72.03540.277
BFS 68.453:£0.239 | 72.61420.089
PMS 69.25710.233 | 72.780L0.068

Best results and those statistically not different from best are highlighted in bold.

(abbreviated as E.F.). The results show that PMS provides the fastest convergence
among the six approaches. The convergence of EFS is worse than that of PMS but
still much better than those of the non-WASA approaches. The optimal probabilities
used in the effective fitness estimation have improved performance of ABRSS+OP
in this test problem. Compared to ABRSS and SEMAR, ABRSS+OP has a faster
convergence and provides better final solutions, though it is still worse than the

WASA sampling strategies.

3.5 Conclusions

When using evolutionary algorithms to search for a robust solution, estimating the
effective fitness is challenging. Storing previous evaluations in an archive and using
this information to improve the fitness estimate, the so-called archive sample approx-
imation method, has been proposed by several authors to improve the estimation
accuracy without increasing the sampling budget. The crucial part is the sampling
strategy, i.e., to decide what new solutions should be evaluated. In this chapter, we
used the Wasserstein distance metric to approximate an upper bound for the error
and proposed two Wasserstein-based sampling strategies to suggest promising sam-
pling locations. Minimising the upper bound cannot guarantee minimisation of the
actual error, however, knowing that we have no information on the fitness function
apart from previous samples, it is a promising approach. One sampling strategy con-
siders the sampling contribution from each individual’s perspective, and allocates
an equal number of evaluations to each individual. The second strategy approxi-
mates the sampling contribution for all individuals. The empirical results on various
benchmark problems demonstrate the benefit of using our new sampling strategies

and the advantage of considering the population contribution.
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Chapter 4

Efficient Rollout Algorithms for
Clinical Trial Scheduling and

Resource Allocation in Drug

Development under Uncertainty

4.1 Introduction

Research and Development (R&D) investments in new drug development have dra-
matically increased over the last few decades due to growing public healthcare de-
mands [Paul et al., |2010]. However, pharmaceutical companies are struggling in
recouping their investments due to the low R&D productivity. The average return
on R&D investments over the mid-to-large cap pharmaceutical companies dropped
from 17.4% to 11.9% during 2013 — 2017 [Terry and Lesser], 2018|. No single cause
of this recession in profitability has yet been identified because the new drug devel-
opment process is influenced by a set of complex factors. For example, cycle times
have steadily increased. The pursuit of new treatments in complex disease areas
requires an additional time. Statistical studies have shown that the median interval
duration of passing all clinical tests was 5.9 years during 1999 —2001 while this figure
increased to 9.1 years for the period of 2008 — 2012 [Kaitin and Cairns, 2003; [Schuh-
macher et al. [2016]. In addition to this, innovative treatments are often associated
with low success rates. Hay et al.| [2014] showed that only one of ten experimen-
tal drugs was finally approved by the regulatory authority. Not surprisingly, long
cycle times coupled with low success rates translate into high overall expenditures.

Paul et al. [2010] noted that “without a dramatic increase in productivity, today’s
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pharmaceutical industry cannot sustain sufficient innovation to replace the loss of
revenues due to patent expirations for successful products”. In this context, research
on how to improve productivity will be highly beneficial for R&D managers in the
pharmaceutical industry.

The development of new drugs involves important decisions such as clinical
trial scheduling and resource allocation. A drug’s clinical trial consists of three
stages, namely Phases I, I and III. As soon as an experimental drug passes Phase I11,
the firm can submit a new drug application to the regulatory authority for a market
approval. Nevertheless, the economic value obtained from an approved drug is to be
decreased because the patent protection for innovative drugs generally lasts up to 20
years. Once a drug patent expires, a dramatic decline in product revenue may occur
because generic alternatives (i.e., a copied drug that works similarly to the brand-
name drug) may enter the market at a considerably lower price [Munos| 2009]. The
pharmaceutical companies are thus usually eager to complete all requested clinical
trials within the shortest time possible to recoup their R&D investments during the
window spanning between a drug’s commercial launch and its patent expiry. The
main challenge is the uncertainty for resource planning. If an experimental drug
fails at a particular test, then it will be withdrawn from the drug portfolio, and any
further testing will be abandoned. Therefore, R&D managers must consider the
consequence that some trial failures will seriously damage the overall profitability
of the drug pipeline.

The decision-theoretic models have attracted considerable interest from the
pharmaceutical industry because of their ability to improve the efficiency of drug
project management and to facilitate timely completion of a drug project. Related
studies mostly assume that the resource level of each trial is fixed before it starts,
and additional resources are not allowed during the trial execution, e.g., see Schmidt
and Grossmann| [1996]; De Reyck and Leus| [2008] and |Colvin and Maravelias [2008].
Nevertheless, the new drug development is a race against time, and additional re-
sources may be required to accelerate ongoing trials and maximise product revenue
during the exclusive marketing period. For example, pharmaceutical companies may
compress the development time by hiring additional staff, operating many test sites,
or advertising medical research via social media and television commercials to at-
tract clinical trial volunteers. Although these acceleration measures request further
resources and increase overall cost, they may provide possible benefits of completing
the drug project within a shortened time span. R&D managers can gain additional
strategic flexibility by adjusting the resource level for ongoing trials to account for

cases when a drug pipeline has idle resources.
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In this study, we investigate effective drug development strategies by using
a discrete-time finite Markov decision process (MDP) model. We propose a rollout
algorithm that applies an adaptive sampling approach to assign the simulation bud-
get for candidate actions and determines the action to be taken at each state of a
decision tree. Through this sampling approach, a search tree is expanded by using
an optimistic policy for estimating possible outcomes after the selected actions are
implemented. Our contributions to the current literature in terms of modelling and

solution techniques are threefold.

e First, we consider a clinical trial scheduling and resource allocation (CTSRA)
problem, wherein the success or failure of a clinical trial is uncertain and
the revenue to be received for drug projects depends on their approval times.
We provide a stochastic dynamic programming model to formulate the CT-
SRA problem which aims to maximise the expected profit gained from drug
projects over the exclusive marketing period. We assume that a firm has a
finite amount of resources to complete drug projects, each of which comprises
three clinical trials. Each clinical trial requires a certain amount of time to
complete testing and has a specific resource requirement to ensure that the
test proceeds smoothly. The firm can apply acceleration measures to compress
the development time during the execution of a clinical trial on the ground
of future potential profits. To the best of our knowledge, this clinical trial
scheduling and resource allocation problem has not been considered in the

literature yet.

e Second, we investigate problem-specific structures of the CTSRA model and
propose an optimistic policy to guide the look-ahead search of rollout algo-
rithms in a decision tree. The optimistic policy determines the actions for
unexplored states in a rolling horizon fashion and provides an upper bound
estimation of expected cumulative reward for rollout algorithms to identify
the best action to be taken at the current state. We prove that the optimistic
policy follows a sequential consistency property, thereby indicating that the

performance of rollout algorithm is at least as good as the optimistic policy.

e Third, we introduce an adaptive sampling approach that exploits a variance re-
duction technique of common random numbers (CRN) as well as the empirical
Bernstein inequality in a statistical racing procedure to balance the exploration
and exploitation of the rollout algorithm. Specifically, the adaptive sampling
approach calculates all pairwise differences between distinct candidate actions

and applies the empirical Bernstein inequality to infer the confidence intervals
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of each pairwise difference to be a certain significance level. Then inferior
candidate actions are not re-evaluated during the simulation. This procedure
is repeated until the simulation budget is exhausted. We further tailor the
adaptive sampling strategy by developing a heuristic-based grouping rule that
classifies candidate actions into separate groups on the basis of their resource
usages. Our numerical experiments show that the adaptive sampling strategy
integrated with the heuristic-based grouping rule can improve the efficiency of

finding better actions.

The remainder of this chapter is structured as follows. In Section 4.2, we
review the related studies. Section 4.3 introduces the MDP formulation used in this
study. Section 4.4 explains the overall rollout algorithm framework. We describe
the optimistic policy in Section 4.5 and the adaptive sampling strategies in Section
4.6. In Section 4.7, we study the efficacy of the proposed methods. Section 4.8

concludes the chapter by summarising our findings.

4.2 Review of Related Literature

The new drug development problem has been broadly considered as a resource-
constrained project scheduling problem with uncertain trial outcomes and widely
studied since the early 1990s. [Schmidt and Grossmann [1996] applied a mixed-
integer linear program to formulate a drug development problem with stochastic
activity durations and costs. |Choi et al.| [2004] developed a dynamic programming
formulation of a clinical trial scheduling problem with stochastic activity durations
and proposed several state reduction approaches to improve efficiency of the approx-
imate solution algorithm. Zapata et al. [2008] developed a simulation-optimisation
framework for a drug development problem with discrete time-resource trade-offs,
which can be seen as an extension of classical drug development problems in which
the duration of each trial depends on resource usage. The resource allocation for
on-going trials in this study cannot be adjusted, which might restrict the strategic
flexibility of R&D managers. [De Reyck and Leus| [2008] introduced stochastic pro-
gramming approaches in drug development with deterministic activity durations.
Verderame et al. [2010] and (Christian and Cremaschi| [2015] later proposed several
heuristic techniques to solve the stochastic programming models. [Kouvelis et al.
[2017] considered continuous-time MDPs to address an optimal investment problem
for drug projects in Phase III clinical tests.

Among the solution methods, the rollout algorithm, which was first intro-

duced by Bertsekas et al.| [1997], is a lookahead search technique used to approxi-
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mately solve MDP models. The success of this algorithm mainly relies on creative
use of a base policy to estimate future outcomes after a candidate action has been
taken at a particular state. Therefore, the algorithm is sensitive to estimation errors
caused by the base policy. Bertsekas et al. [1997] considered deterministic MDPs
and showed that the rollout algorithm does not degrade the performance of the
base policy when this policy satisfies sequentially improving or consistency proper-
ties. |Secomandi| [2008] generalised these results for stochastic MDPs. These studies
also showed that the rollout algorithm is comparable to other approximate dynamic
programming approaches for addressing various real-world problems, such as the
multidimensional knapsack problem [Bertsimas and Demir, 2002|, revenue manage-
ment [Bertsimas and Popescul [2003] and transportation problem [Secomandi, 2001}
Goodson et al.l [2013]. For a comprehensive review on the rollout algorithm, the
interested readers are referred to Goodson et al.|[2017].

To the best of our knowledge, the sampling approaches within the rollout
algorithm have not been explored, although they are widely used to leverage sim-
ulation challenges arising from MDP solution algorithms. For instance, the Monte
Carlo tree search [Browne et al.,2012] and multi-stage adaptive sampling algorithm
[Chang et al., [2005] used bandit-based strategies to guide the growth of the search
tree toward optimal actions. Moreover, some population-based direct policy search
algorithms exploit a statistical racing procedure to improve the efficiency of identi-
fying elite actions, e.g., see Heidrich-Meisner and Igel [2009] and Busa-Fekete et al.
[2014]. Statistical racing was originally designed to address a model selection prob-
lem [Maron and Moore, |1997]. All candidate models are considered as competitors
in a race, and their performances are quantified with Hoeffding inequality-based con-
fidence intervals. During the simulation, certain candidate models performing worse
than others are eliminated from the race. The race continues until the winner has
been found. Given that Hoeffding inequality-based confidence intervals are relatively
conservative, [Audibert et al. [2009] and [Szepesvari [2010] suggested the empirical
Bernstein inequality for inferring a tighter confidence interval in the statistical racing
procedure. In this study, we exploit CRN and the empirical Bernstein inequality in
statistical racing to determine the best action. In particular, the proposed method
is different from the canonical statistical race considering the confidence interval for
the performance of a potential action, whereas the pairwise differences of all action

pairs are used to eliminate the inferior actions in our approach.
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4.3 Problem Statement

In this section, we first introduce the necessary notations, assumptions and sys-

tem dynamics, and then move on to the dynamic programming formulation of the

CTSRA problem.

4.3.1 Notation and Problem Description

Table 4.1: Description of notation.

Sets/indicies
T time periods, indexed by t € T ={1,...,T}
z drug projects, indexed by i € Z ={1,...,I}
J development stages,

indexed by j € J = {1 (Phase I),2 (Phase 1I),3 (Phase III)}

K resource types, indexed by k € K ={1,..., K}
L project acceleration measures, indexed by £ € £L = {1,...,L}
Uncertainties
&.,; €4{0,1} 1 if task (7, 7) is successfully completed
Di,j success probability of task (i, 7)

Model Parameters

hi ik amount of resources of type k to conduct task (4, 5)

ﬁfd-’k amount of resources of type k to use acceleration [ for task (3, 5)
0i,j time required to complete task (4, j) without using any acceleration
@fyj processing time reduction if measure [ is used for one time period for task (i, 7)
Cij cost of conducting task (3, j)

éf] cost of acceleration measure [ is used for task (3, j)

T maximum revenue if drug project i gets the market approval

0 loss due to the shortened patent life for experimental drug i

~4 loss due to the reduced market shares for experimental drug ¢
Actions

x4t € {0,1} 1 if task (4, ) starts at time ¢

yf’j’t e {0,1} 1 if acceleration measure ¢ is used for task (i, ) at time ¢
States/auziliary

variables

Thyt amount of resources of type k that is available at time ¢

i it remaining time to complete the task (i, j) at time ¢

di e € {0,1} 1 if task (4, ) is ready to be performed at time ¢

eijt € {0,1} 1 if task (4, j) is processing at time ¢

1;; € {0,1} 1 if task (4, j) is completed at the current time period

Table [4.1] summarises the notation used for the formulation of the CTSRA

problem. We assume that a firm has a set of experimental drugs (indexed as i € )

that must be tested in clinical trials over a finite planning horizon of T periods.

In our model, T denotes the drug patent expiration time (usually 20 years). The
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Figure 4.1: An illustration of the clinical trials process.

drug development process mainly involves three stages, namely, Phases I, II, and
IIT clinical tests that are denoted as j = 1,2 and 3 respectively. A task (i, ) refers
to the clinical trial j of experimental drug i. For task (,7), the firm is expected
to take p; ; time periods to prove the safety and efficacy of experimental drug if no
acceleration measure is used. The possible outcome of task (7,7) can be either a
success or a failure. If an experimental drug fails at any phase of its trial, then it
will be removed from the drug portfolio, and testing the remaining phases will be
abandoned. However, as long as the experimental drugs pass Phase 111, the firm can
submit the new drug application to regulatory agencies for market approval. The
entire process of drug development is illustrated in Figure

A set of indivisible and reusable resources, indexed as k € K, is initially
given, which might be the research staff, experimental devices, and laboratories.
The resources are shared among development tasks, each of which has specific re-
quirements h; ;. for resource type k € K. The development cost c;; needs to be
paid when task (7, j) is conducted. Moreover, several acceleration measures (indexed
with ¢ € £) can be utilised with additional cost éf’ ; to compress the cycle time for
task (i,7). These acceleration measures can be increasing staff number, operating
additional test sites, increasing advertising expenditures, or offering high-value mon-
etary incentives. We assume that the processing time will decrease a certain amount
of time @ﬁ ; if acceleration measure ¢ is used for task (4, j).

At each period, we can start processing available tasks of which the prede-
cessor tasks have been successfully completed and use acceleration measures for the
tasks in progress. Let z;;; be a binary variable representing whether task (3, j)

is conducted at time ¢, and yﬁ ; denote a binary variable that represents whether
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acceleration measure [ is used for task (i,j) at time ¢t. Note that the scheduling
action x; j; is irrevocable and remains in force until a clinical test is completed; and
the action yﬁj’t lasts for a single period. For the sake of readability, we write the
aforementioned action variables at time ¢ in a two-tuple a; = (X4, Y;) where X; and
Y; respectively denote the sets of z; ;; and yf,j,t forieZ,jeJand l e L.

States of the system comprise the status of resources as well as tasks. Let
ry+ denote the amount of type k& resource that is available at time ¢, and d; ;;
be a binary variable that takes 0 if task (7,j) is not available at time ¢, and 1
otherwise. In particular, d; 11 = 1,7 € Z represents that the Phase I clinical test of
all drug projects is ready to be performed at the beginning of the planning horizon
t = 1. Moreover, we consider two auxiliary variables in order to describe the system
dynamics. Let binary variable e; ;; represent whether task (7,7) is in progress at
time ¢ and ¢; ;j; denote the remaining time to complete task (7, j) at time ¢. At the
initial stage ¢ = 1, we have ¢; ;1 = g;j for i € 7 and j € J. We define a state S; of
the system as four-tuple:

St = (Dy, &, Ry, D)

where Dy = {d; ;| i€Z,j€ T}, & ={eiju| i1€Z,je T} Ry ={rie ke K}and
Q= {¢i;:| 1 €ZL,5€ T}. Moreover, £ is a vector involving all possible trial out-
comes, where &; ; is a binary variable that takes 1 if task (7,7) is successful and 0,
otherwise. We assume that the outcome &; ; of task (i, j) follows a Bernoulli dis-
tribution with success probability p; ;. The state S; can be recursively updated as

follows:
f(St,a,8) = {(Dt+1,5t+1,73t+17 Q11| dinpyr =dine—xing, VieZ, (4.1)

dijir1 = &ij—1 X Lijo1+ (dije — wije) x (1 =145-1), Viel,je{2,3}, (42)

i+l = €iji +xijs— Lij, Viel,jed, (4.3)
i€l jeJ

Gijir1 = max{0, ¢; s — (@it + €ijt + ny,j,t X 0i;)}, Vi€, je j}7 (4.5)
tec

where 1; ; is an indicator function that takes a value of 1if ¢; ;; > 0 and ¢; j 11 < 0.
Equations and express that the successive tasks at time £+ 1 become per-
formable only when the predecessor tasks have been successfully completed. Equa-
tion implies that the state of a clinical trial will be marked as “in progress” at
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the next period if the trial has started, but not completed yet. The number of avail-
able resources is then updated as in Equation . At the next period, resources
of the completed and on-going tasks will be recovered and deducted, respectively.
The auxiliary variables ®; are updated as in Equation .

4.3.2 Dynamic Programming Formulation

On the basis of state variables, the feasible action space A; at time ¢t can be defined

as
At = {(Xtyy;‘/” Lij,t < di,j,tv Vi € Ia] € ja (46)
Yo < Tige+eije, Vi€ jeT LEL, (4.7)
S S e hoga+ kg ) S Vhekp @y
i€l jeJ tel

Constraint refers to the possible action w;;, for task (i,j) at time ¢ to be
selected from the performable tasks. Constraint expresses that acceleration
measures can be only implemented for any ongoing clinical trials. The regulation
measure in which all possible resource allocation plans do not exceed the capacity
is presented in Constraint .

Let Rv;; be the projected revenue to be received from drug project @ if it
already passed the Phase III clinical trial. As suggested by [Colvin and Maravelias
[2008], the projected revenue Rv;; needs to be discounted due to the shortened
patent life and reduced market shares. Let 77 and ’yfl respectively denote the loss
per period resulting from shortened patent life and reduced market shares for drug

project i. The projected revenue Ruv;; is defined as

Ruiy =T; — 42 x t — 4 x max{0,t — Z 0i;} (4.9)

JjeJ
where I'; denotes the maximum projected revenue when drug 7 is approved. Note
that the penalty 7 immediately occurs at the beginning of planning horizon, while
the penalty fyld only happens if the actual completion time is greater than the ear-
liest completion time. Early completions can lead to comparatively high projected
revenues, and also propel the completion of the drug development process to the

earliest time possible. Given a state S, the reward function can be defined in terms
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of projected revenues and expenses after an action a; € A; has been undertaken:

R (8, a4, &) = total projected revenues - development costs

=3 [sz',t X Lig X &g — > (Cig X Tije+ Y Ui X 5f,j)]-

i€l JjeT LeLl
(4.10)
The optimal action at state S; is obtained by solving the following Bellman’s equa-
tion:
Vi(St) = meaﬁ( E{R(StﬂuQ + Vi1 (f (St at,é:))} (4.11)
at t

where V;(S;) denotes the expected cumulative reward from state S; until the terminal
state to be satisfied.

Bellman’s equation is difficult to solve using analytical solution meth-
ods because the reward-to-go function does not have a compact representation. The
computational difficulty of finding an optimal policy grows exponentially as the
number of possible state increases. To illustrate such challenge, let us consider an
example of a no-possible delay case where we have 5 drug projects. There are several
possible ways of assigning resources to each clinical trial. If there exists 10 possible
processing times for each task given various resource allocation strategies, then we
have up to (410)° states. If the simplification assumption is abandoned, then the

number of possible states obviously increases further.

4.4 The Rollout Algorithm

The rollout algorithm is a look-ahead search method to approximately solve Bell-
man’s equation . Let us consider the rollout algorithm applied on the state
S;. The search process relies on a decision tree whose structure is illustrated in Fig-
ure The top layer of the decision tree is root node S, which can be specified as a
non-terminal state. At root node S, several candidate actions may satisfy resource
constraints. After a candidate action a; € A; has been performed, the system state
is represented as a child node Si+1 = f(Si,ar, W) at the next period. Afterwards,
the rollout algorithm utilises a base policy to guide movement at the child node.
The base policy can be comprised of either a heuristic rule, a mathematical program
or a search method.

Consider that child node S;11 has a set of drug projects Z C Z that have not
failed in any clinical tests in the past. The awaiting tests of drug i € Z are denoted

as J; = {j/ <j < 3} where j! is the current development stage of drug project i. Let

80



Trial | Trial Il Trial lll
[l

Root node S, °' |

Drug 2 I |
L)

Child nodes

(St 42)

Figure 4.2: An illustration of the decision tree structure.

II denote a base policy that provides an action 6"S7) at child node S, for 7 > ¢ + 1.
By using the base policy II, one possible trajectory after taking action a; € A; at

root node S; can be written as follows:
{(st,sm, -,87)| St € f(Star,€),..., S € f(ST_l,amsTl),é)}. (4.12)

where é = (givj)iefj 7 1s a particular sample of random task outcomes £. We can
employ the Markovian property to compute the cumulative reward Z(S;, ay, é ) that

is received on the abovementioned trajectory:

T
2N a1,8) = R(Si,a,6) + Y R(S-, 0™, 8), (4.13)
T=t+1

By generating M possible trajectories {51,52, . ,éM}, the reward-to-go function
V(S;) in (.11) can be approximated by

at E.At

V;f(St) = max E{R(Sta atvé) + ‘/tJrl(f(St)at’é))}

M T
~ max % Z{R(St,at,ém) + > R<37,5H<ST>,,§m)} (4.14)

T=t+1
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We can obtain a rollout decision rule at the current root node by solving the approx-
imate reward-to-go function. The running time complexity of the rollout algorithm
is O(M x |A¢]) where | A;| denotes the size of action feasibility set at the root node
S;. If the rollout algorithm is applied to each possible state of the system, then we
obtain a so-called rollout policy TI to nearly solve the CTSRA problem.

4.5 The Optimistic Policy

In this section, we present a base policy called “optimistic policy” to guide the moves
of the rollout algorithm at the child nodes. The optimistic policy (denoted as I19)
is based on the rolling horizon optimisation framework (see |Sethi and Sorger| [1991]
and |Chand et al|[2002]), which replaces the uncertain outcome of drug projects with
their sample-based approximations in a mathematical programming model and pe-
riodically updates the model formulation as the system state evolves. Moreover,
we adopt the following assumption for reducing the computational difficulty of ob-
taining an optimistic policy. Suppose that the search process remains at the child
node S;y1. We ignore the resource capacity constraints at the lower-layer nodes
S; for 7 >t + 1, whilst preserving the capacity constraint for the child node Syy;.
In such a way, we obtain an upper bound estimation for the expected cumulative
reward after taking a particular action at the child node S;+1 because the delay
due to resource shortage for any drug project is not taken into account. Subse-
quently, Proposition 4.1 describes the formulation of the optimistic policy based on

the rolling horizon framework.

Proposition 4.1. For task (i, j), where i € Z and j € J;, let gi,; describe the corre-
sponding time periods to complete this task, and Qf’ j denotes time periods when the
acceleration measure [ is used for this task. In addition, let R; be the expected profit
of drug project i for i € Z if it passes the Phase III clinical test. The corresponding
development cost associated with drug project ¢ is denoted by C~” for j € J;. The

optimistic policy produces an action §M(St+1) = {(i 506415 yf’j£7t+1)|z’ eZ,leL)} for
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child node S;41 by solving the following linear mixed-integer programming model:

|: Rvi,t+1+2jeji Gij Z CZ,]:l X H pz,]_

= i€
Z Cij x (1 =pis) x H Dij—
€T je{1,2}

D Ciyx (L=pi2) xpijg = Cin x (L =pin), ifji=1
max Zﬁz = je{172}

A ~
9i,5,9; ;°Cij = _ _ E . R
T, . ;Z . = |:RU7’7t+1+z]‘€j‘ 9i,j CZ’]:| X H pz’]
Gyt 095 50 1 v .5 .5
¢ JE€T; JET:
5 5 . ./
Z Cij X (1 =pi3) xpi2 —Cia x (1 —pi2), if j; =2
jed;
5 5 . ./
RUj 4149, 5 — Ci,3] xpi3g—Cigx(1—pi3), ifji=3
\

(4.15)

s.t.  (Development Times)

Gigt 2 Gigrest = Tigress = D Oy X Wi+ iET  (416)

lel
Gij > 0ij— Y 0ty x gty Viel, jeJ\} (4.17)
lel
(Development Costs)
éi,j; 2 Gt X dy i1+ Zéz{j{- X (Qf% + yf,j£7t+1), Viel (4.18)
teL
Cij>cij+Y & ixdt;, Viel, jeJ\{ji} (4.19)

ter
Gi, €N, Vi€, jeT, LeL; gi;eNC;ER, Viel, jeT

l . T
(xi,jz{,t-‘rl? yl‘,jl{,t'f'l) S At+17 Vl S I, E e E

Proof. Consider that optimistic decision rule is applied to the child node Siy;.
Our goal is to identify the actions Tyl i1 and Yi gl t+1 should be taken at this node.
Following the notations used in Section 4.2, we first start deriving the objective

function. For drug project i € 7 at time ¢ + 1, the completion time of Phase III

t+14+ > gige

jed;

clinical test can be stated as
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Figure 4.3: Probability of observing a particular trajectory for the single drug prod-
uct given decision rules at the lower layer child nodes.

The actual duration g; ; not only depends on development time g; ;, but also on
how many time periods the acceleration measure @f J is applied in the planning

process. Note that, for task (,j!), the development time is not only affected by

l
it 41
acceleration measure gé ;v at lower-layer nodes S; for 7 > t + 1. Constraints (4.16))

and (4.17)) describe the calculation of actual duration g; ; in the optimistic policy.
As shown in (4.15)), the optimistic policy aims to maximise the expected

profit over all possible task outcomes. The probability of various development out-

actions z; j 1 q and y at child node S;4+1 but also the time periods of using

comes is shown in Figure When this drug project remains at the second or third
clinical test, we can replace p; 1 and/or p; 2 by 1. Only in case of passing all clinical
tests, firm will receive revenue Rvi7t+1+2j€ji g:.; of which calculation process can
be found in . The development cost depends on clinical tests and acceleration
measures. For task (7,j/), the development cost CN’Z-JZ( can be calculated as in the
right hand side of Constraint . The first term implies the cost of performing
task (i, j.) if it is ready to start. The second term is related to the total cost of using
acceleration measures. On the other hand, the development cost C; ; for j € J;\{j/}

that is not influenced by actions at node Si;1 can be computed as in the right hand

side of Constraint (4.19). O

The complexity of solving the linear mixed-integer programming model depends
on the current development stage of each project. At the worst-case scenario,
all drug projects remain at the Phase I trial. In this case, the above model has
Ix(JxL+2xJ+1+ L) decision variables and I x (1+L+2xJ+Jx L)+ K
linear constraints.

Next, we introduce the definition of a sequentially consistent policy, which
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plays the key role in establishing rollout improvement property.

Definition 4.1: Sequentially Consistent Policy [Bertsekas, 2005]. A base

policy is sequentially consistent if this policy produces a partial trajectory

{St78t+158t+27 cee 7ST}

from state Sy, it also generates the same subsequent states

{841, Si42,...,Sr}

starting from state Si41.

Next, we investigate the performance improvement property when the optimistic

policy is used with the rollout algorithm.

Proposition 4.2. Suppose that the rollout policy II? is constructed by using
the rollout algorithm with the optimistic policy TI®. The following inequality holds,

for any non-terminal states,

vIs) > vi9(s,), veeT. (4.20)

Proof. We prove that the inequality holds by induction. Assume that

ZtHO (St, at,fm) is one possible trajectory generated by using the optimistic policy
II°. The optimistic policy is computed by solving a rolling horizon optimisation
model. The model parameters are only related to state variables. Therefore, it is
sufficient to say that the optimistic policy satisfies the property of sequential con-
sistency. As shown in , the reward-to-go of the rollout policy I at the root

node S; can be computed as follows:
V(s =

M T
1 R . N
max — Z {R(St, ag, gm) + Z R(57'7 5H(ST)7 gm)|ST S f(‘s‘l‘*la 61_[(3-,—1)75777»)}

a€Ae M=) r—t+1

The actions produced by using the optimistic policy is one element of the feasible

action set on the root node S;. Because the trajectories constructed by using the
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optimistic policy are sequentially consistent, the following inequality holds,
sy

M T
1 A A N
2 2 {R(S“‘SH(&)W + 0 R(S-, 81, Em)ls, € f<57_1,6“<‘>’?—1>,£m>}
g

v

T=t+1
VH(St .

~—

Proposition 4.2 shows that the reward-to-go function computed by using the opti-
mistic policy TI9 and averaging all possible cumulative rewards received from state
S; to any terminal state is as good as or better than that of purely using optimistic
policy II1°.

To obtain the rollout policy IT%, we need to identify the best action at each
state by repeatedly using the optimistic policy for all possible actions several times
to estimate and compare their expected performances over various task outcomes.
Finding a good action used for the root node remains challenging although the
computational effort is significantly reduced by adopting the resource constraint
relaxation. This motivates the use of adaptive sampling strategies in the rollout

algorithm to reduce the required number of evaluations.

4.6 Adaptive Sampling Strategies

In this section, we first describe the benefit of using CRN in the simulation proce-
dure and then introduce two adaptive sampling strategies that employ the variance
reduction technique of CRN and the empirical Bernstein inequalities in a statistical

racing procedure.

4.6.1 Variance Reduction using CRN

Suppose that performances of two candidate actions a;; and az; need to be differen-
tiated at the root node S;. Let 2! = {5171, L2 ,élvM} and 22 = {5271, £22 . ,éQ’M}
denote the samples of uncertain task outcomes that have been explored for actions
a1 and agy, respectively. To compare their performances, we can estimate the

sample mean fi1 » as performance difference between aq; and ag;:

fl12 = M Z [ (St a1 t,§1m) ZHO(StaCLQ,t,é:Z’m) . (4.21)
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Let Var(ai:) and Var(ag,;) denote variances of the cumulative rewards of actions
a1, and ag ¢, respectively. The covariance between two groups of cumulative rewards

is denoted as Cov(ay s, ag;). Sample variance of estimator fi; 2 can be computed as
Vary o = Vary + Vary — 2 x Covy 2. (4.22)

If ! and =2 are two independent samples, then Cov(aj +,az2) becomes zero. On
the other hand, if CRN is used for sample generation (i.e. Z!' = Z2), then the
covariance term is likely to be positive [Law et al.l [1991]. And thus the variance of
the differences is smaller than with independent samples, making it easier to detect

significant differences.

4.6.2 New Sampling Strategy

We now present a CRN-based sampling strategy (denoted as CB) that iteratively
eliminates inferior actions from simulation by comparing the Bernstein-based con-
fidence interval for the sample mean of differences between two distinct actions.
Algorithm [4.1] describes the overall procedure of integrating CB within the rollout
algorithm. The main steps of the CB strategy are explained as follows.

Consider a set of surviving candidate actions A C A; in the statistical racing.
For action a, ¢ € A, let = denote a set of uncertain task outcomes (samples) explored
in the previous simulation stages. Since CB applies the setting of common random
number, surviving candidate actions should have explored the exactly same sam-
ples. Let Z = {ZHO (S, any, é)] an,t € A€ =} correspond to the expanded search
tree, i.e. a set of cumulative rewards for each candidate action collected from the
trajectories generated by using the optimistic policy I and samples =. First, the
CB sampling strategy computes the sample mean as performance difference between
two distinct candidate actions a,; and a, ; as follows;

1

Hnn' = 7=
|=

> [2"(St ang €) — 2™ (Sp a4 6)]. (4.23)

€=

Iy

and the sample variance is calculated as follows,

Zéeg [(ZHO (Sta Qnt, é) - ZHO (Sh A/t é) - ﬂn,n’)2]
E| -1 '

(4.24)

Varn’n/ =

The CB strategy employs the empirical Bernstein inequality proposed by |[Audibert
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Algorithm 4.1: An integration of CB into the rollout algorithm

input : root node S;, optimistic policy II1?, a set of candidate actions A,
significance level «, expanded search tree Z,
evaluated test outcomes =, indifference coefficient S.
output: action with the highest sample mean, updated search tree Z.
1 stmulation stage:
if an action has not been evaluated yet, then perform an initial estimation for
this action;

N

3 while |[A] > 1 do
a if simulation budget has been reached then
5 ‘ go to the final selection stage
6 else
7 for all distinct an¢,a,+ € A do
8 compute fi,, s and Var, ,, using and (4.24));
9 calculate the upper confidence bound as in ;
10 end
11 if a,; € A satisfies the criterion in 7 then A < A\{an.};
12 generate a new CRN sample é of uncertain task outcomes;
13 for a,,; € A do
14 compute the cumulative reward Z17 (S, ant,€) using (E13);
15 update the search tree Z < Z U Ztno (St an,t, f),
16 end
17 end
18 end

et al.[ [2009] to construct a confidence interval for the sample mean fi, ,» as

|:/:Ln’nl - Clg,n’ ) /ln,n/ + Cl—;«inl (425)

where

—_— —
— —
— —

o \/2 X Vary » x log(3/a) 3 x O, x log(3/a)

Here o > 0 denotes the significance level and ©,, ,,/ is the greatest performance gap
between actions a,; and a, ;. Let Z™*(ay ) and me(am) denote the largest and
smallest cumulative rewards of action a,, respectively. The value of ©,, ,+ can be

calculated by
QTML’ = max { ‘Zmaz(anﬂf) - me(an’7t)” ‘Zmam(an’,t) - me(an,t)‘}' (4'26)
Before conducting simulation, the largest and smallest cumulative rewards of an ac-

tion are unknown, but can be roughly estimated by using a small batch of simulation

results.
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Next, the sampling algorithm identifies whether any candidate action should
be removed from the next simulation stage. The inferior actions do not help to im-
prove our knowledge about potentially promising actions and need to be eliminated
from the simulation procedure to reduce the computational effort. The candidate
action a,; € A will be eliminated if the related upper confidence bounds satisfy the

following elimination criterion. Given an indifference coefficient g > 0, if
ﬂn,n’ + Clg,n/ < /87 van’,t € A\{an,t}, (427)

holds, then the sampling strategy updates the candidate set A by eliminating action
ang. If this is not the case, candidate action a,; will be reserved in the statisti-
cal racing procedure. At the end of the current simulation stage, we generate a
new sample of uncertain task outcomes, compute the cumulative rewards for all
remaining actions, and update the expanded search tree Z.

The sampling algorithm iteratively performs the simulation and elimination
procedure until the stoping rule is satisfied. CB utilises the number of surviving

candidates to define the stoping rule as follows
|A| < 1.

Once the search is interrupted, a candidate action must be chosen for use in the
current root node. Let W™ denote the samples of uncertain task outcomes explored
for candidate a,. In the last simulation stage, we select the candidate action with
largest expected cumulative reward.

We illustrate the elimination mechanism of the CB sampling strategy in Fig-
ure Assume that the root node S; has three candidate actions a;¢, az; and
a3, and the indifference coefficient 3 is fixed at 0.1. We now compute the sample
mean of differences between any two distinct actions by using information of the
expanded search tree. The upper confidence bounds of sample means are shown in
Figure The results show that a;; and as; are competing actions at the current
simulation stage. On the other hand, az; is worse than the other two actions. The
upper confidence bounds for ps3; and pgo are —0.4 and 0.05, respectively. Both
upper bounds are smaller than the indifference coefficient 5. We can stop further

sampling for action az .

4.6.3 Augmented Sampling Strategy

Now, we introduce another sampling method to improve the efficiency of finding

the best candidate in the case of numerous candidate actions at relatively small
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Upper bound of Bernstein confidence interval for the pairwise
difference between distinct candidate actions

Figure 4.4: The use of the CB sampling strategy.

simulation budget. This method uses a heuristic-based grouping rule to adjust the
exploration priority in the simulation process.

We first introduce a heuristic-based grouping rule (abbreviated as HG) that
clusters the candidate actions according to their resource usages at the root node.
Algorithm summarises the overall procedure using HG. Let 7, j, be the number
of idle type k resources associated with candidate action ay,; = (X, Yn¢) where

Xng={al;,| i€T,jeJ}and Yo, ={y/T| i€L,jeT LeL}
To cluster actions A € A;, we compute the idle type k resources for each action
ant € A by

~ 4 7
o= o= X [ i+ oty b, veek (0
i€ jeJ - leLl

Let us define sets BZ and By, for candidate action an ¢ = (X, Yn,t) as follows,
By ={(i,7)] ij,t € Xnt xZLt =0}, (4.29)
and

. ¢ ¢
BryL = {(17]7€)| yi:;':bt € Yn,ta yi;;ft = 0} (430)
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Algorithm 4.2: Heuristic-based Grouping Rule (HG)

input : a set of candidate actions A
output: grouping results A% A, A% ...

1 set 0 = 0;
2 while A # () do
3 for a,,; € A do
4 compute the idle resources using ;
5 identify unused scheduling and acceleration measures via and
({.30);
6 if set G(0,an,:) is empty then
7 update AY < A% Ua,; and A < A\{a, .} ;
8 end
9 end
10 set +—60+1
11 end

These sets basically identify unused scheduling and acceleration measures. respec-
tively. We define parameter § € N, which regulates the maximum number of unused
scheduling and acceleration measures that can be performed by using the idle re-
sources. A group of candidate actions associated with the parameter 6 is denoted
as A?. The grouping procedure begins with § = 0, which implies that no additional
scheduling and acceleration measures can be performed. We identify the affiliation
of each candidate action by verifying if the following set G(0, a, ) associated with

candidate action a,; € A is empty,

G(0,ant) = Z ?]fj"t + Z barxzjyt > 0, (4.31)
(4,9,0)€ B}, (i,5)€BE

Tije < dije, V(i j) € By, (4.32)

gf:;ft S i‘z]»t + 6i7j7t’ V(Z, j’ 6) e 3%7 (4-33)

In 70 _ ~
ity X b+ Z Ty < hijg < g, VEEK, (4.34)
(i,5,0)€BY, (4,5)€BE

_ .o 0, .o
w;%j,t € {07 1}a V(Zvj) S Bﬁa yi;;t € {07 1}7 V(Zvjvg) S Bg}

Constraint determines whether the number of unused scheduling and accel-
eration measures to be performed is more than 6. In Constraints , and
(4.34]), we regulate that performing used measures should satisfy the current state of
the system. The verification process can be regarded as solving a constraint satisfac-

tion problem. We examine the existence of a feasible solution by using the constraint
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Algorithm 4.3: Augmented Sampling Procedure HG-CB

input : root node S;, optimistic policy II1?, a set of candidate actions A,
significance level «, indifference coeflicient 3
output: action with the highest sample mean
run Algorithm to cluster candidate actions: A°, A',...;
set a* = {;
Simulation stage:
while simulation budget exists do
for 6=0,1,... do
set A5 «— A% U a*;
run Algorithm 4.1 for A% to identify the best candidate a*;
end

ES - N B N VN

0

9 end

propagation method [Apt, 2003]. The same steps are repeated for incremental values
of 6 until all candidate actions have found their affiliations.

We now introduce an augmented sampling strategy (abbreviated as HG-CB)
as described in Algorithm that takes advantage of the grouping rule HG. This
strategy starts the exploration from the group with smaller 6 values. This is because
intuitively, it should be beneficial to avoid idle resources. Given the grouping results
AY Al A2 ... and significance level o, we first use the CB strategy to identify the
best action a* from group A°. Then, we shift the simulation process to the group
Al. Let A% denote the set of candidate actions for the new simulation problem.
At this new round, the set A%™ is comprised of the best candidate a* identified from
the group A and candidate actions in the current group A!, i.e. A% = {A'Ua*}.
After identifying the best action a* for A%, HG-CB carries on the aforementioned

steps for the remaining groups.

4.7 Numerical Experiments

In this section, we describe the experimental setup and report computational re-
sults to demonstrate the efficacy of using the optimistic policy, and C8 and HG-CB

sampling strategies in the rollout algorithm.

4.7.1 Experimental Setup

We have created three benchmark problems (abbreviated as BP-S, BP-M and BP-

L) for the numerical experiments. Data for these problems can be downloaded from
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Table 4.2: Description of test problems.

Problem  Time Periods Resource Drug Acceleration  Units of
Instances  (weeks) Types Projects Measures Resources
type 1: 50
BP-S 1040 2 5 30 type 2: 60
type 1: 55
BP-M 1040 2 7 42 type 2: 65
type 1: 65
BP-L 1040 2 10 90 type 2: 65

the Websiteﬂ A brief description of benchmark problems (in terms of resource types,
number of available resources, drug projects and acceleration measures) is presented
in Table [£.2] We assume that the planning horizon is 20 years, with each period
corresponding to one week. Therefore, this experimental setup yields T = 1040.
Two types of resources are allocated to drug projects. BP-S is assumed to have 50
and 60 units of types 1 and 2 resources, respectively. On the other hand, BP-M
has 55 units of type 1 resource and 65 units of type 2 resource, while BP-L has 65
units of types 1 and 2 resources. The test instances BP-S and BP-M respectively
involve five and seven drug projects and have two kinds of acceleration measures for
each clinical trial of a drug project. The large-sized benchmark problem BP-L has
10 drug projects and three acceleration measures for each clinical trial.

The algorithmic parameter settings of CBB and HG-CB sampling strategies
is set as follows: the significance level « is fixed at 5 x 1078 and the indifference
coefficient is set to be 1. Moreover, if any actions has not been explored, we apply
the CRN method to generate 20 samples of uncertain task outcomes and evaluate
the corresponding cumulative rewards.

We run the numerical experiments on a machine with Intel i7-6700K CPU
and 32GB memory. These experiments are coded in Python 3.6. The optimistic
decision rule at each state is obtained by using the CPLEX mathematical program-
ming solver of which the relative gap tolerance is set to be 0.005. The heuristic-based

grouping rule implemented is based on the CPLEX constraint programming solver.

4.7.2 Average Performance Comparison of Base Policies

We are first concerned with the performance of optimistic policy II° by comparing

with the following heuristic policies (used in the study of |Choi et al.| [2004]) as

"https://www.researchgate.net/publication/327108858_Benchmark_Problems_BP-S_BP-M_
BP-L.
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Table 4.3: Average cumulative rewards obtained by different base policies integrated
within the rollout algorithm.

Problems Sampling Base Policies
Instances Strategies 18 IHSPT  [IHERP
cB 3059.23 2235.95 2642.68
BP-S HG-CB 3089.81 2263.07 2713.41
CcB 5176.79 3952.51 3249.61
BP-M 6B 5226.67 4005.18 3413.08
CB 8059.91 6135.72 6437.82
BP-L HG-CB 8211.53 6220.57 6575.74

The best results (highest rewards) are highlighted in bold.

benchmark approaches.

e High success probability task first (IT"S”7): This approach determines
the action for each child node according to the success probabilities of available

tasks.

e High expected revenue project first (II’¢®P): This is a greedy-like
scheduling heuristic that computes the conditionally expected profit of each
drug project without using any acceleration measures and gives priority to the

drug projects with highest conditionally expected profits.

The experimental settings are as follows. As the performance criterion for
the comparison of different base policies, we use the average cumulative reward over
various sample trajectories. For each problem instance, we generate 100 CRN sam-
ples of uncertain task outcomes to evaluate the performance of various base policies
integrated within the rollout algorithm. The CB and HG-CB sampling strategies are
implemented to support the rollout algorithm. We employ a measure of “average
evaluation” (a.e.) to specify the total simulation budget at each node. For instance,
if the root node has 200 candidate actions, 50 a.e. corresponds to 200 x 50 = 10, 000
simulation replications. In this experiment, the average evaluation of CB and HG-
CB at each state is fixed at 150. Table displays the average cumulative rewards
obtained by different base policies integrated within the rollout algorithm. Table [4.4]
presents the Bernstein confidence interval for the pairwise performance difference
between distinct base policies under the significance level o = 0.025.

As shown in Tables and [4.4] the optimistic decision rule has the best
performance in all test problems, indicating the importance of considering the overall

profit of drug projects in the base policy design. We also observe that ITHERP
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Table 4.4: Bernstein confidence interval for the pairwise performance difference
between distinct base policies (significance level aw = 0.025).

BP-S
HO H’HSPT HHER’P HO HHSPT HHERP
1° 82328542153 416.55+362.05 1° 826.74+£49487  376.40£359.68
CB | [IHSPT | 823.984421.53 -406.73+542.19 | HG-CB | TIHSPT | _896.74+£494.87 -450.34::465.92
MTHERP | _416.554362.05  406.73+542.19 MTHERP | 376.40+359.68  450.34+465.92
BP-M
HO HHSPT HHERP HO HHSPT HHER‘P
1° 1224.28£683.07  1927.184556.90 ° 1221.49£657.40  1813.59+528.26
CB | [IHSPT |1294.284683.07 702.904625.41 | HY-CB | IIHSPT | 1291.494657.40 592.104629.71
ITHERP1.1927.184+556.90  -702.90+625.41 IMHERP | 1813.594528.26  -592.104+629.71
BP-L
HO HHS?’T HHER’P HO HHSPT HHER’P
1° 1024.19:4£794.92  1622.09£790.01 1° 1990.96£891.40  1635.79+593.73
CB | [ISPT | 1924.19£794.92 -302.10+199.30 | HG-CB | ISP |_1090.964:891.40 -355.17+319.58
MTHERP 1.1622.094790.01  302.10£199.30 ITHERP | 1635.794593.73  355.17+319.58

Table 4.5: Base policy comparison: average CPU time per decision in seconds

Problem Base Policies
Instances e IIHSPT [THERP
BP-S 0.51 0.32 0.38
BP-M 0.57 0.37 0.43
BP-L 0.63 0.45 0.46

presents a performance advantage over II*SP7 in most test instances although the
difference is small relative to the difference of these two base policies to II°. In
particular, the differences between ITHERP and IT*SPT for the problem instances
BP-S and BP-M are not statistically significant at the 0.025 significance level when
applying the HG-CB sampling strategy. On average, II is by 31% better than the
average other base policies. From the performance comparison of CBB and HG-CB,
we observe that HG-CB contributes to the performance of all base policies more
than CB. This result confirms the advantage of integrating the grouping rule within
the sampling strategy.

Table presents the average CPU time needed for various base policies to
identify an action in three test instances. The results show that the computational
effort of TI9 is slightly larger than that of ITH¢RP and I*SPT . It is because 1€
identifies the action by using the rollout horizon optimisation framework. The CPU
time of using ITI¢ policy at first several periods might be large, though we have
applied the complexity reduction method that ignores the resource constraints for

the future states.
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Table 4.6: Average cumulative rewards obtained by different sampling strategies at
varying simulation budget.

Problem Simulation Sampling Strategies
Instances Budgets (a.e.) CB HG-CB  UCB1  egreedy Boltzmann
50 2996.86 3021.26 2805.11 2924.57 2893.67
BP-S 100 3037.17 3044.15 2832.02 2898.91 2894.89
150 3059.23 3089.81 2841.48 2902.54 2901.26
50 5119.53 5181.02 5084.96 5126.18 5124.51
BP-M 100 5148.67 5186.65 5091.78 5137.63 5141.66
150 5176.84 5226.67 5099.50 5155.84 5185.59
50 8038.60 8123.52 7735.25 7826.10 7858.53
BP-L 100 8048.68 8182.97 7739.52 7862.68 7961.68
150 8059.91 8211.53 7747.83 7930.93 8030.60

The best results (highest values) and those statistically not different from the best are
highlighted in bold.

4.7.3 Average Performance Comparison with Benchmark Sampling
Strategies

In this experiment, we investigate the average performance of the proposed sampling
strategies, namely CB and HG-CB. We consider the following bandit policies for the

performance comparison.

e The UCB1 algorithm is a sampling algorithm that uses the Chernoff-
Hoeffding confidence bound for estimating the expected cumulative reward
[Auer et all [2002]. At each simulation stage, the algorithm performs a new

evaluation for the action with the largest upper confidence bound.

e The e-greedy policy exploits the best action so far (with probability 1 — €)
and randomly simulates an action with probability e [Kuleshov and Precup)
2014]. The ¢ is fixed at 0.05.

e The Boltzmann policy applies the Boltzmann distributions of each candi-
date action to determine the evaluation at each simulation stage [Ferndndez

and Velosol, 2006]. The temperature is specified as 0.05.

Note that all benchmark methods are non-CRN sampling strategies, which use in-
dependent samples in the simulation process.

We generate 100 CRN samples of uncertain task outcomes for each problem
instance. These samples are used to evaluate the average performances of various

sampling approaches so that all performance differences can be attributed to the
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sampling strategy alone. In this experiment, we consider three different average
evaluations of 50, 100 and 150 as simulation budgets for each sampling approach.
Table presents the performance of various sampling methods on test instances
BP-S, BP-M, and BP-L in terms of average cumulative reward (from ¢ = 1 to
t = 1040) over 100 samples of uncertain task outcomes. Table reports the
Bernstein confidence intervals for the pairwise difference between sampling strategies
at the significance level o = 0.025.

The results show that both CB and HG-CB perform consistently better than
the other approaches in all test instances, because the CRN technique can induce
positive correlations for the pairwise comparison procedure and provides statisti-
cally fair comparisons for all candidate actions. The benchmark approaches using
independent samples display a very similar performance pattern. In the drug devel-
opment model, the sample of task uncertain outcomes significantly influences the
cumulative reward. When the performances of candidate actions are evaluated by
using different samples, the sampling strategies can be misled and tends to select
an incorrect candidate action. We also observe that HG-CB presents performance
advantages over CB for all test instances at three various simulation budgets. These
results once again confirm the advantage of integrating the heuristic-based grouping

rule with a sampling strategy.
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Table 4.7: Bernstein confidence interval for the pairwise difference between distinct

strategies (significance level o = 0.025).

BP-S
CcB HG-CB UCB1 e-greedy Boltzmann CcB HG-CB UCB1 e-greedy Boltzmann
50 CB -24.40+20.50 191.754+176.44 72.294+68.81 103.19497.52 100 CcB -6.984+10.51 205.15£169.40 138.261+94.82 142.284+137.51
HG-CB 24.40+20.50 216.15+181.80 96.69+63.71 127.59+84.27 HG-CB 6.98+10.51 212.13+£178.71  145.24+126.58  149.26+135.72
UCB1 -191.75£176.44  -216.154+181.80 -119.46+83.16 -88.564+69.71 UCB1 -205.15+169.40  -212.13£178.71 -66.89+60.38 -62.87+53.84
a.e. e-greedy -72.29+68.81 -96.69+63.71 119.46+83.16 30.9+34.2 a.e. e-greedy -138.26+94.82  -145.244+126.58 66.89+60.38 4.0248.57
Boltzmann -103.19£97.52 -127.59+84.27 88.56+69.71 -30.9434.2 Boltzmann | -142.28+137.51 -149.26+135.72 62.87+£53.84 -4.0248.57
CB HG-CB UCB1 e-greedy Boltzmann
150 CB -30.58+28.11 217.75+£197.45 156.69+119.32 157.97+104.64
HG-CB 30.58+28.11 248.33+185.91  187.27+155.84  188.55+142.63
UCB1 -217.75£197.45  -248.33%£185.91 -61.06+57.89 -59.78454.59
a.e e-greedy -156.69+119.32  -187.27+155.84 61.06+57.89 1.28+5.61
Boltzmann | -157.97+£104.64  -188.55+142.63 59.78+54.59 -1.284+5.61
BP-M
CcB HG-CB UCB1 e-greedy Boltzmann CcB HG-CB UCB1 e-greedy Boltzmann
50 CB -61.49+52.54 34.57+23.16 -6.65+8.21 -4.98+6.14 100 cB -37.98+32.26 56.89+54.40 11.04+10.63 7.01+9.52
HG-CB 61.49+52.54 96.06£79.30 54.84446.51 56.511+49.36 HG-CB 37.98+32.26 94.87+£72.10 49.02+45.34 44.99+43.41
UCB1 -34.57+23.16 -96.06+£79.30 -41.22439.13 -39.55+34.87 UCB1 -56.89+54.40 -94.87+72.10 -45.85+36.28 -49.88+45.86
ac. | egreedy 6.65+8.21 54.84446.51 41.22439.13 1.6743.35 ac. | egreedy -11.04410.63 -49.02-445.34 45.85-36.23 -4.0348.33
Boltzmann 4.98+6.14 -56.51+49.36 39.55+34.87 -1.67+3.35 Boltzmann -7.01+9.52 -44.99+43.41 49.88+45.86 4.03+8.33
CcB HG-CB UCB1 e-greedy Boltzmann
150 CB -49.83+41.87 77.34+69.50 21.00£17.56 -8.75+7.96
HG-CB 49.83+£41.87 127.174+109.79 70.83+59.04 41.08+30.94
UCBL1 -77.344+69.50 -127.17+109.79 -56.34+48.93 -86.09+79.55
a.e. e-greedy -21.00+17.56 -70.83+59.04 56.34+48.93 -29.75+28.08
Boltzmann 8.75+7.96 -41.08+30.94 86.09+79.55 29.75+28.08
BP-L
cB HG-CB UCB1 e-greedy Boltzmann CcB HG-CB UCB1 e-greedy Boltzmann
50 CcB -84.92+70.16 303.35£276.59 212.50+£207.44 180.074+196.07 100 CcB -134.29£100.21  309.16+£337.20 186.004+178.44 87.00+85.03
HG-CB 84.92+70.16 388.274+389.80 297.424275.11 264.99+241.58 HG-CB 134.294100.21 443.454+414.91 320.294285.60 221.294274.22
UCB1 -303.35£276.59  -388.274389.80 -90.851+98.47 -123.28+122.41 UCB1 -309.16+£337.20  -443.45+414.91 -123.16+£102.49  -222.16£212.39
a.e e-greedy -212.50+207.44  -297.42+275.11 90.85+98.47 -32.431+43.58 a.e. e-greedy -186.00+£178.44  -320.294+285.60  123.164102.49 -99.00+96.31
Boltzmann | -180.07£196.07  -264.994+241.58  123.284+122.41 32.43+43.58 Boltzmann -87.00+85.03 -221.294274.22  222.16+212.39 99.00+96.31
CcB HG-CB UCBL1 e-greedy Boltzmann
150 CcB -151.62+149.54  312.08+258.83 128.984+126.54 29.31+35.13
HG-CB 151.624+149.54 463.70+452.64  280.60+267.85 180.93+171.49
UCB1 -312.08+£258.83  -463.70+£452.64 -183.10+£179.30  -282.77£261.49
a.e. e-greedy -128.98+126.54  -280.60+267.8  183.104+179.30 -99.66+85.91
Boltzmann -29.31435.13 -180.93+171.49  282.77+261.49 99.66+85.91




4.8 Conclusions

In this Chapter, we introduced a discrete-time finite MDP formulation of the clini-
cal trial scheduling and resource allocation problem, where the outcome of a clinical
trial is uncertain and the revenue of the approved drug depends on the project
completion time. In the proposed model, acceleration measures may be applied to
compress the processing time of a clinical trial. We propose an adaptive rollout
algorithm to identify a cost-effective scheduling and resource allocation strategy.
The adaptive rollout algorithm uses an optimistic policy to construct corresponding
search trees for estimating possible outcomes after the selected actions are imple-
mented. We show that the rollout policy is as good as or better than the optimistic
policy. To improve the simulation efficiency, we propose a CB sampling strategy to
guide the growth of the search tree for candidate actions. We show that CB can
terminate within a finite simulation budget and have a certain performance guar-
antee. Moreover, we introduce an augmented sampling strategy (HG-CB) that uses
a heuristic-based grouping rule to adjust the exploration priority in the simulation
procedure. In the numerical experiments, we demonstrate the advantage of applying

optimistic policy, CB and HG-CB in the rollout algorithm.
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Chapter 5
Summary and Future Work

In this thesis, we have developed new sampling strategies that address informa-
tion collection problems in three different stochastic optimisation frameworks. In
sampling-based stochastic programs, the information collection problem is related to
a post-processing procedure with numerous potential solutions and a relatively lim-
ited simulation budget. We develop a two-stage measurement strategy, in which the
key component is a Wasserstein-based screening rule that can remove non-promising
solutions from the simulation stage. The results show that the screening approach
can improve the efficiency of optimal computing budget allocation approach and
that better solutions can be found within the given computational budget.

In the context of stochastic black-box optimisation, an evolutionary strategy
is used to search for the solution with the best mean performance over a distur-
bance region. In each iteration, the evolutionary strategy identifies a promising
search direction by generating several potential solutions and comparing their mean
performances. To reduce the computational cost, we use an archive sample approxi-
mation approach that takes into account previous simulation results when estimating
the mean performance. A limited computational budget is available to evaluate the
fitness value of a few additional points in the decision space. In this context, it is
desirable to identify the best sampling locations that most improve the estimation
accuracy of solutions’ mean performances. We develop new sampling strategies that
use the Wasserstein distance metric to suggest promising sampling locations. We
empirically examine the performance of our new sampling strategies on six artifi-
cial benchmark problems and one robust airfoil shape optimisation problem. The
superiority of using our sampling strategies is confirmed in all test instances.

For the drug development problem investigated in this thesis, an adaptive

rollout algorithm is introduced to approximately solve the dynamic programming
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model. The adaptive rollout algorithm involves two methodological innovations.
One is an optimistic policy that utilises the rolling horizon optimisation framework
to find the appropriate move at the child nodes. Another innovation is the adaptive
sampling strategy that addresses the information collection problem arising from the
rollout algorithm. We exploit the common random number technique and empirical
Bernstein confidence bound in a statistical racing procedure to improve measure-
ment efficiency. Our results show that the adaptive sampling strategy contributes
to the performance of a rollout algorithm more than heuristic bandit strategies.
This thesis has presented several new sampling approaches and empirically
demonstrated their performance advantage over existing state-of-the-art approaches
on various test problems. Several potential extensions can be envisaged to the

proposed approaches.

e The two-stage measurement strategy in Chapter 2 might be tailored by devel-
oping a sophisticated method for choosing the number of potential solutions
to be evaluated in the second-stage simulation process. One also can include
some stopping rules to decide when to stop measurement. If the simulation
time is sufficient, then the optimal computing budget allocation approach can
be applied to the potential solutions that are eliminated by the first-stage
screening process. The screening rule may also be extended to multi-stage

stochastic programs.

e The efficient sampling strategies in Chapter 3 can be further developed in
several possible directions. The idea of sampling budget control can be refined
with more sophisticated control strategies. The approximation region is only
helpful at the beginning of the run, so the parameter controlling the extension
can be reduced over the run. Moreover, surrogate-based approaches can be
employed to estimate the gradient information and achieve a tighter upper

bound approximation for the estimation error.

e The adaptive sampling strategy in Chapter 4 can be integrated with the Monte
Carlo tree search algorithm to address more complex real-world problems,
such as playing board games [Silver et al., [2017], card games [Cowling et al.,
2012] and car-sharing problems [Jiang et al. 2017]. The upper confidence
bound policy is the dominant sampling approach of the Monte Carlo tree
search algorithm. However, in the rollout settings, the numerical results have
shown that our sampling strategy is better than the upper confidence bound
policy. It would be interesting to compare our sampling strategy with the

upper confidence bound policy in Monte-Carlo tree search.
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Appendix A

The Wasserstein Metric

The Wasserstein metric (also known as the Earth mover’s distance) is a statistical
distance between two probability measures, which can be computed by solving the
Monge-Kantorovich transportation problem [Villani, [2008]. The two probability
measures in the Wasserstein distance are considered as warehouses and destina-
tions. The distance value between two probability measures is determined by the
minimum transportation cost from warehouses to destinations. Let P and Q de-
note two discrete probability distributions with samples G = {g;| j =1,...,J} and
H = {hg| k = 1,...,K}. Let 9 represent the joint probability distribution with
marginal probabilities P and Q. The Wasserstein distance W (P, Q) between dis-
crete probability measures P and QQ can be formulated as the following optimisation
problem.

K J
W(P,Q) =min YY" d(gj, b

Vik 1155
J
st Y i =Q(hy), Vk
j=1

K (A1)
> ik ="P(g;), Vi
k=1

K J
D Q) =1,> P(g;) =1
k=1 j=1

Yik >0, Vi, k,

where d(gj, hi) = ||g; — hxl|2 is the Euclidean distance between g; and hy,.
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