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Abstract

Recent trends in e-commerce show a substantial increase in demand. Costumers order more
and smaller orders and expect delivery in shorter lead times. New advancements in robotics
and automation enable warehouses to keep up with these demands and their expected future
growth. We consider an autonomous robot-based order picking and packing system that can
pick customer orders directly from a storage rack in a dynamic environment, where orders arrive
contiguously over time. In such a system, two decisions need to be made: (1) when to pick
an order and (2) which orders to place in the pick-batch. We aim to develop an approach to
answer these questions to minimise the weighted earliness and tardiness. Both earliness and
tardiness have costs related to them; for earliness, those costs come in the form of holding cost,
opportunity cost, or deterioration of perishable goods. For tardiness, these costs are often related
to customer satisfaction. We found out that there was no work studied so far that solves on-line
order batching with an objective to minimise earliness and tardiness.

We formulate a Semi-Markov Decision Process as a representation of the problem so that
a Deep Reinforcement Learning (DRL) agent can be created. This agent learns based on the
Proximal Policy Optimisation algorithm by interacting with the problem in a discrete event
simulation. We developed five different agents of three types, each with varying complexity. The
agents will answer two questions at discrete moments in time; (I) Should we batch and pick
now, or should we wait? (II) If we batch now, what orders should we batch? These agents are
tested against traditional and more advanced benchmark methods in scenarios with different
demands. Most agents were able to outperform all conventional benchmarks, and one agent was
able to keep up with and, in some cases, even exceed the more advanced baseline. Furthermore,
we tested the contribution of each of these two questions to the two objectives with the help
of a full factorial analysis. We found that the first question has most effect on the earliness
objective, while the second question has most effect on the tardiness objective. We also provide
some insights into the strategy the agents developed.

Overall, in this thesis, we provide a DRL approach that can keep up with advanced heuristics.
This work lays a foundation for a DRL approach to solving the Online Order Batching Problem
with both earliness and tardiness as an objective.
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Executive Summary

Project Goal

This thesis is conducted as a part of the PhD project of Bhoomica Nataraja. With this project,
we aim to optimise the batching strategy for one of the systems of our industry partner Pickr.Al
This system is an Automated storage Retrieval System (ASRS) where customer orders are picked
and packed by a robotic arm.

Since e-commerce sales are at an all-time high and are expected to continue growing, these
kinds of systems have become more and more important. Effective batching strategies are also
crucial to prevent tardiness or earliness. Both earliness and tardiness have their own cost related
to them. Earliness might lead to holding cost, deterioration of perishable goods and opportunity
costs. A tardiness penalty is often related to customer compensation.

The objective of this thesis is to investigate the use of Deep Reinforcement Learning (DRL) in
the on-line order batching process of this robot, to minimise both earliness and tardiness in an envi-
ronment with variable demand by answering the questions when (1) and what (2) should we batch.

Methods

In this project, we make use of a discrete event simulation. In this simulation, orders arrive
over time, with the arrival rate based on real-world data. Based on this data, we have created
scenarios of low, decreased, normal, increased and high demand. A decision-maker can give
input at decision moments. These moments are triggered once the picker becomes available or
when the picker is idle if 30 seconds have passed since the last moment or an order arrives. To
make the simulation compatible with DRL algorithms, its environment must be described as
an Semi-Markov Decision Process (SMDP). We define an action space, state space, and reward
function. An agent can learn by taking actions based on the given information in the action
space. This action will be given a high or low reward, depending on how good the action was in
that state. The objective of the DRL algorithm is to let the agent yield a cumulative reward
that is as high as possible.

We create 3 types of agents that have different action spaces. Type 1 can take 3 different
actions in total; wait, batch with a simple heuristic based on order arrival, or batch with a
complex heuristic that uses queue content and the state of the storage system. Type 2 can
also take these actions and select how many orders will be batched. Type 3 can select if it will
pick or wait and can select which orders need to be batched, independent of any heuristic. The
state-space consists of information about the current state of the environment. We create a
state-space based on information about the queue length, orders that the complex heuristic will
select, current time and arrival rate. For the agent of type 3, we create a second version, 3b, that
gets information about the queue content and state of the storage system. Lastly, the reward
function gives a penalty based on the tardiness of the orders and a reward for orders picked in
time, which gets higher with smaller earliness. We have created a second version for the agent of
type 1. This agent has a reward function based on the same principles but is normalised for the
arrival rate.
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We train the agents in episodes of 24 hours. In total, the agents take 2-105-1.5-10° decisions
during training, depending on the complexity of the agent. Each episode in a training session
has either a low, normal or high arrival rate to train the agent for the varying arrival rate we
have seen in the data. Training is done with the use of Proximal Policy Optimisation (PPO).
This algorithm is famous for its ease of implementation and sample efficiency. The latter makes
it particularly suitable for the longer episodes we train with.

To test the performance of the heuristics, we will also test against multiple benchmark
methods. For the batching, we use First In First Out (FIFO) and Most-Common SKUs (MCS)-
State Of Rack (SOR) as suggested by Nataraja et al. (2022). For “when” decisions, we use a
heuristic that instantly picks, one that waits until there are enough orders for a full batch, one
based on what is currently done in a test setup of Pickr.Al and a method on the newly introduced
Fixed Time Window Batching with Carryover (FTWBC).

Results

The performance of the agents is measured in seven scenarios. Five of these are derived from
different arrival rates. Another scenario is where the arrival rate is dependent on the time of
the day. In the last scenario, we simulate the arrival pattern representing “Black Friday” and
“Cyber Monday”. In all these scenarios, agent 1b consistently scores high and, therefore the best
performing agent. It shows that it can keep up with the performance of the advanced FTWBC
heuristic combined with MCSSOR.

We also conduct a full factorial analysis to test which of the “when” and “what” decisions are
more important. We show that both decisions become more critical in higher arrival. We also
show that both decisions have more effect on tardiness than earliness. However, the effect of the
“when” decision is more important for earliness than the “what” decision. This is the other way
around for tardiness.

Conclusion

We have shown that DRL shows promising results for on-line order batching in an environment
with variable demand. We have implemented five different agents, of which agent 1b shows the
best performance. This works lays a foundation for a DRL approach to solving the Online Order
Batching Problem with both earliness and tardiness as an objective.
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1 Introduction

In this chapter, we introduce the problem provided by Pickr.Al. We give a small introduction to
the Online Order Batching Problem (OOBP) in Section 1.1, and we discuss the primary goal of
this research in Section 1.2. Lastly, in Section 1.3 we define the research questions.

1.1 Pickr.Al

Retail e-commerce sales are at an all-time high and are expected to continue growing (eMarketer
Editors, 2021). Consumers are placing more and more online orders, and more of these orders
become smaller (e.g. on average, an order at online retailer Amazon consists of just 1.6 items
(Boysen et al., 2019b)). Furthermore, consumers expect next day, if not, same-day delivery (Boysen
et al., 2019a). All these trends put the warehouses and e-fulfilment centres up for a challenge.
Since most e-commerce markets are highly competitive, meeting consumers’ expectations is
highly prioritised. This creates the need for fast order fulfilment.

To competitively manage the many-and-small customer orders, picked from a large and
varying product selection, spread over a large warehouse area, in minimal time, a flexible and
efficient order fulfilment system is required. One of these systems is created by our industry
partner of this thesis, Pickr.AI (Pickr.ai, 2022).

Pickr.AI has developed an automated order fulfilment system. This system is a robot-based
compact storage and retrieval system that functions as an Automated storage Retrieval System
(ASRS) and added functionalities for picking and packing. One embodiment of the system
consists of a storage rack to store items, a robot that processes multiple orders at once, and a
conveyor to transport the order boxes. In Figure 1.1a, the arrangement of the picking system is
shown. The left storage rack holds the item bins (red), and the right rack holds the Consumers
order boxes (grey). The boxes are transported between the racks via a closed-loop conveyor
system. The robot between these two racks can load and unload the item bins and consumers
boxes, pick items from the storage bins and place them in the customer order boxes.

—

‘\ Mi?pi‘ek.i‘ng clistormer orders

(a) Order picking system (b) Robot picking in action, from storage to
customer boxes.

Figure 1.1: Robotic order picking system

The scope of this study is limited to the robot, the conveyor and the item storage rack,
shown in Figure 1.2. Actions like restocking the storage and sending the orders will be left
out of scope. The system consists of two main components: a compact storage system and a
pick-and-place robot. The compact storage consists of multiple queues where items, otherwise



known as Stock Keeping Unit (SKU)s, are stored back-to-back in uniform bins. The storage
system consists of the pick face and the reserve area. The pick face area is shown in Figure 1.2
with the label “Active Pick Face”. The robot can directly pick the SKUs from the storage bins in
this area. The conveyor in front of this pick-face area holds and moves the customer order boxes.
The remaining part of the storage rack is used as a reserve storage area. The whole storage
system uses gravity flow rollers, so the SKU access is according to the last-in-first-out policy.
When an item is needed from a bin that is not in an active layer, the robot must first move the
blocking containers and place them in other empty spots. Once all orders on the conveyor are
filled, the boxes are transferred to a buffer area to wait for shipment. The process is repeated
until all orders are fulfilled. ﬂ‘ .

Push-back
. gl
A L,
' .

Qr
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ERRn

J
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------- > X

Reserve Area Reserve Area " Pick Face Customer
(Passive & Accessible) | (Passive & Blocked) (Active) =" Order Box

Figure 1.2: Schematic layout of the robot-based compact storage and retrieval system

1.2 Project Goal

This project is an extension to the work of Nataraja et al. (2022). Their study focused on
answering two questions: (1) Which orders should form a batch and (2) in what sequence
should the batches be picked? These questions are answered in a static environment. When the
environment is considered dynamic, a new question arises: (3) When should a batch be scheduled?
To accommodate this third question we formulate two new questions to answer simultaneously:
(I) When should we pick a batch and (II) what orders should be in this batch? We address this
problem as Online Order Batching Problem (OOBP). To the best of our knowledge, no research
has been done that answers these questions combined using machine learning. Furthermore,
limited literature is present that addresses the first question in particular. Answering these
questions in an environment with fluctuating demand is also rarely found in the literature.

In this project, we strive to optimise the picking process so that both earliness and tardiness
are minimised. Both earliness and tardiness have their own cost related to them. Earliness might
lead to holding cost, deterioration of perishable goods and opportunity costs. A tardiness penalty
is often related to customer compensation (Akyol and Bayhan, 2008).

To summarise, the primary goal of the project is to create a batching policy that can handle
varying demand in a dynamic environment and can make decisions on-line.



1.3 Research Questions

This study aims to explore if a machine learning agent can help solve the OOBP. This goal can
be formulated as the following research question:

How can the introduction of a machine learning agent optimise the on-line
batching for an automated picking system?

In this study, we will measure performance in terms of earliness and tardiness. This means that
optimising the performance means minimising the sum of weighted earliness and tardiness. This
research question will be answered by the use of the following sub-questions:

1. What are the existing methods for solving the problem of on-line batching?

This question aims to gain more insights into the topic and get a broader understanding of the
subject. We will answer this question through a literature study. The review will be two-fold.
First, we will review traditional approaches such as exact methods and heuristics. Second, we
will identify machine learning algorithms suitable for our problem.

2. How does each of the decisions contribute to the overall objective?

The agent has to make two decisions: (1) what orders to place in a batch and (2) at what point
in time the batch should be released. With this sub-question, we want to find the impact of each
decision on the system’s performance. This will create a better understanding of the working
of the agent. It will validate if the agent indeed optimises both decisions. We will answer this
question with a full factorial analysis.

3. How does the batching agent perform compared to current practices?

Old practices will be defined based on the first sub-question. Once these practices are defined,
they will be used as benchmarks to see how the agent performs in comparison to traditional
solutions. This benchmark is needed to make a valid statement about the actual performance of
the agent.

4. How does the batching agent adapt to changes (e.g. seasonal trends)?

E-fulfilment centres have to deal with highly varying demands. Days like Singles Day or Black
Friday create short periods of high demands. Other events, like Christmas, might change the
demand for a longer period. The system must keep reasonably high performance while undergoing
these fluctuating demands. Therefore, this needs to be tested. We will conduct a sensitivity
analysis to answer this question.



2 Background Information

In this section, we provide additional information necessary to understand the context of the
project. First, an explanation of the difference between a dynamic and static environment is
given in Section 2.1. This is followed by a summary of the previous work done on this project.
Lastly, we discuss the different algorithms of Reinforcement Learning and the specific policy used
for this project, Proximal Policy Optimisation (PPO).

2.1 Static and Dynamic environment

It is vital to differentiate between a static and a dynamic environment. In a static environment,
all orders are known before the planning period. For example, at the beginning of the day, all
orders that need to be picked and packed that day are known. While this might have been a
realistic scenario in the past, with current e-commerce trends, where next day, or even same-day
delivery is the standard, this is an almost Utopian scenario. E-fulfilment centres have a much
more dynamic environment, i.e., orders arrive continuously throughout the day. This means that
scheduling upfront is an almost impossible task and in most cases, on-line decision making is the
best solution. For this study, a dynamic environment will be considered.

2.2 Previous Work

This thesis is part of a PhD project of Bhoomica Nataraja. As part of this project, Nataraja
already presented a study where effective and efficient algorithms are provided which are used
to integrate and solve the four main operational order picking problems; order batching, order
positioning, retrieval sequencing, and bin relocation (Nataraja et al., 2022). A static environment
is considered, i.e., the orders are known in advance at the beginning of the planning period. The
minimisation of the retrieval time depends on how

1. the customer orders are grouped together (order Batching)
2. the order boxes are arranged on the conveyor belt (order Positioning),

3. the robot is routed in order to retrieve the items of each customer order (retrieval Sequenc-
ing), and

4. the storage bins are relocated for feasible retrieval (bin Relocating).

This first problem, the Order Batching Problem (OBP), is the main topic of this thesis and
will therefore be discussed further in this section. This OBP comprises of two sub-problems:
(i)Batch composition - which orders should be assigned to which batch, and (ii) Batch sequence -
in which order should these batches be picked. To deal with the first sub-problem, the following
two heuristics can be used:

e H1 Most-Common SKUs (MCS) policy: This rule first assigns an order to the batch
based on the arrival order. Next, it searches for the orders that have the most similar SKUs
with the orders that are already in the batch. If needed, a tie is broken based on arrival
sequence. If no more similar orders are found, the first remaining order is added and the
search continues. Once a batch is completed, the rule starts over and creates a new batch.

e H2 Seed Algorithm: This rule is a combination of the Greatest Number of Sorting

(GNST) rule and the Greatest Number of Identical SKUs (GNIS) (Zhang et al., 2017b).
First the seed order of a batch is selected based on the GNST rule that selects the order



that has the largest number of items. Next the GNIS rule is used to fill the batch, assigning
order based on the greatest number of identical SKUs as the seed order. All orders in a
batch cumulatively form the new seed order. If no similar order can be found, an order is
chosen based on the GNST rule and the search continues.

To find the optimal sequence of the batches the following heuristic is proposed that will follow
H1 or H2:

e H3 Earliest due-time with Order-similarity sequencing: Batches are prioritised
based on the due dates of the orders. If there are batches with similar due-dates the batch
with the most similar SKUs presents in the current batch is chosen.

The above mentioned heuristics can be combined and used in sequence where first the content of
the batch is decided upon and next the order in which the batches will be picked is chosen. The
two heuristics mentioned below make these two decisions simultaneously.

e H4 State Of Rack (SOR): With this rule the orders with the most similar SKUs with
the pick face of the rack are assigned to a batch. If no more similar SKUs are found, the
first remaining order is added to the batch. Once a batch is finished, the policy simulates
the picking of the batch to obtain the next state of the rack.

e H5 SOR + MCS: Here, the first order of a batch is chosen based on the SOR rule.
Then, this order will start as the seed-order and the batch is filled using the MCS rules
by assigning orders that are most similar to the seed. The new seed is formed by the
cumulative addition of the orders in the batch. If no orders are found using the MCS rule,
the SOR rule is used again.

For the other mentioned problems, different heuristics are developed. Different combinations
(multi-heuristics) of these heuristics are created and tested. When compared on average number
of relocations and total retrieval time, the multi-heuristic containing H5 is considered the Best
Multi-Heuristic (BMH). When tested on tardiness, a multi-heuristic containing the combination of
H1 and H3 and a multi-heuristic containing H2 and H3 out-preformed the previously mentioned
BMH, although this difference is minimal. When comparing the rules in a case study, the BMH
reduced the retrieval time by 33.2% on average for a real world cosmetic warehouse compared to
the current (First In First Out (FIFO)) practice.

2.3 Deep Reinforcement Learning

In the field of machine learning, there are three types of algorithms; supervised, unsupervised
and reinforcement learning. Supervised learning algorithms learn from datasets consisting of
both an input and the desired output. The algorithm will try to predict based on the input
data, and parameters are adjusted based on the comparison between the prediction and the
desired output. Unsupervised learning algorithms work with only a dataset consisting of input
for the algorithm. Unsupervised learning is most commonly used for clustering data in unlabelled
clusters. With Reinforcement Learning (RL), an algorithm interacts with the environment. Based
on the changes caused by the agent, a reward is given to the algorithm so that it can learn. RL
is designed for situations where no exact solution is known, but some states can be seen as better
or worse than others. The goal of RL is to navigate these states so that a maximum cumulative
reward is achieved.



In recent years, RL has grown in popularity due to its successes in solving tasks such as;
playing Go (Silver et al., 2016), Atari (Mnih et al., 2013) and numerous other video games
(Vinyals et al., 2017; Silva and Chaimowicz, 2017; OpenAl et al., 2019). Mnih et al. (2015)
caused the field of Reinforcement Learning to show significant improvements by combining
Reinforcement Learning with deep learning and creating Deep Reinforcement Learning (DRL).

2.3.1 Introduction to Reinforcement Learning

In the field of Reinforcement Learning, the terms model and agent both describe the algorithm
that acts as the decision-maker. This agent learns by interacting with the environment. The
agent “observes” the environment as a state S;. This state is a representation of the environment
at time ¢t. Based on this state, the agent takes an action (A;), causing the environment to
transition into a new state Sy;1. Based on these changes, a reward (Ry) is calculated. This
reward is used as feedback for the agent. The agent will then change its policies to optimise the
cumulative reward. This agent-environment interaction is shown in Figure 2.1.
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Figure 2.1: The agent-environment interaction (Sutton and Barto, 2020)

In order to solve RL problems, this framework needs to be represented as a Markov Decision
Process (MDP). MDPs are a classical formation of sequential decision making, where actions
influence not just immediate rewards, but also subsequent situations or states, and through those,
the future rewards (Sutton and Barto, 2020). All MDPs have to satisfy the Markov property
(Sigaud and Buffet, 2013); it has to be a stochastic process that is memory-less. A specific form
of the MDP is the Semi-Markov Decision Process (SMDP). An SMDP is a generalised form of
the MDP that allows for transitions to occur in continuous irregular times (Khodadadi et al.,
2014). These SMDPs can be represented by a tuple < S, A, R, P, 7,7 >. This representation
contains:

e sct of states S

e set of actions A

e set of rewards R

e set of transition probabilities P
e set of transition times 7

e discount rate

As stated, the agent’s goal is to maximise the cumulative reward, which means that the
agent tries to take actions in a way that maximises the sum of the future rewards, otherwise
known as the ezpected return, denoted by G;. These rewards that create the return are gathered



by the agent interacting with the environment. Equation 2.1 denotes the simplest form of the
return where it is just calculated by the sum of the rewards.

Gt = Rit1 + Reyo + Rep3 + -+ Ry (2.1)

This interaction will continue until a terminal state (T') is reached. The time window from the
start until the terminal state is referred to as an episode. Episodes are often naturally and
logically defined sub-sequences, such as a game of Pac-Man that ends when the player either
wins or dies. After each episode, the environment is reset to an initial state, independent of the
previous terminal state.

However, such an episode is not always clearly defined. In such a case, the agent-environment
interaction could continue forever, causing G to go to infinity. To deal with this, discount () is
introduced. This discount is given to future rewards. The further the rewards are from now, the
more discount the rewards receive. Equation 2.2 shows the calculation of the expected discounted
return, here y € [0,1] is called the discount rate.

oo
Gy = Ryt + VR0 + V¥ Rigg + -+ = Z YRk y1 (2.2)
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The agent will select the action that will yield the maximum discounted return. This action
selection is done based on a policy, m. A policy is essentially a set of probabilities denoted by
m(als), the probability of taking action a when the environment is in state s. The agent uses this
policy to predict the return with the help of value functions. Equation 2.3 gives the expected
value of G; for a given state s. This makes v, the state-value function for policy 7.

o
Up(s) =E; [Gy | St =s] =E, [Z YRy j1 | Sy =s|, forallseS (2.3)
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Equation 2.4 calculates the action-value function ¢, for policy 7. This function calculates the
value of action a in state s under the policy m by calculating the expected return when action a
is taken from state s.
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Gr(s,a) =B, [Gy | St =s,Ar = a] = E, (2.4)

An agent will select the action based on these functions. After interacting with the environment,
the agent will receive a reward. If this reward is out of line with the expected reward, the policy
will be updated to align the expected and received reward.

2.3.2 Neural Networks

A Neural Network (NN) is a network consisting of different layers containing multiple processing
units (called neurons or nodes). Each neuron can have an arbitrary number of neurons connected
to it. These connections are either an input of the neuron or an output. NN are typically
organised by layers, where neurons in one layer form the input of the neurons in the next layer.
A neuron aggregates all the signals passed through it from its input neurons from the previous
layers. This aggregated signal is then passed through an activation function that will determine
the neuronal behaviour. This function will “activate” if the aggregated signal is strong enough,
forwarding these values to the neurons in the next layer. The output of a neuron will be multiplied
with a weight. A single layer NN consisting of only an input and an output and is called a



perceptron, as shown in Figure 2.2a. A NN can be extended by placing “hidden layers” between
the input and output layers. A Multilayer Perceptron (MLP) is an NN consisting of at least
one hidden layer, and all layers must be “dense” layers (otherwise known as “fully connected”
layers). MLP is a traditional version of NN that only uses feed-forward between layers. By
adding self-loops for layers, Recurrent Neural Network (RNN) can create an artificial memory in
the network. Together with Convolutional Neural Network (CNN), MLP and RNN form the
three most common types of NN. All these types of networks have at least one hidden layer.
When two or more hidden layers are present in NN it is seen as Deep Neural Networks (DNN)
(Dong et al., 2020) (Figure 2.2b).
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Figure 2.2: Deep Neural Networks explained

For the training of a DNN, a loss function is defined between the desired and computed
output. The objective is to minimise the loss. With the use of a gradient descent method,
the weights in the network are updated to reach this objective, using partial derivatives and
back-propagation.

In the work of Mnih et al. (2015), DNN are combined with RL to create the first version of
what is now known as Deep Reinforcement Learning. The input of the NN is a representation of
the state. The output layer of the NN is a representation of the actions space. The network tries
to predict which action it should take. This training is done based on the value function, where
the reward is used in the loss function to update parameters.

2.3.3 Deep Reinforcement Learning Models

In Reinforcement Learning, problems can be described as either an MDP or a (multi-armed)
bandit. The latter is a simple problem description where the probability of (reward) payout is
calculated without any state dependencies. Since no related methods will be used in this project,
multi-armed bandit will not be further explained. More information can be found in Sutton and
Barto (2020). From here on, all discussed reinforcement learning problems and methods are
related to MDP unless stated otherwise.



Within this MDP group, a distinction can be made between model-based and model-free
methods. Model-based methods try to predict the often unknown values of P and R in the MDP
depiction. The agent takes actions to create samples of the environment. Once all values are
known, these can be directly used with planning methods. Model-free methods do not try to
model the environment, but instead, they try to find an optimal policy. So, instead of focusing
on the model, these methods attempt to find the optimal reward directly. Model-based methods
are less efficient, or even unfit for problems with larger action- and states-spaces. When the
dimensions of these spaces increase, it will drastically increase the computational power and time
needed for the model to function, making it an unfit approach for this project. Therefore, only
model-free methods will be considered.

Model-free methods can again be divided into two main categories; (1) value-based and (2)
policy-based methods. An additional sub-category exists, which combines the two methods, (3)
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Figure 2.3: Map of reinforcement learning algorithms. Boxes with thick lines denote different
categories, others denote specific algorithms (Dong et al., 2020)

Value-based

Value-based methods try to optimise the action-value function Q™ (s,a) to find the optimal value
function Q™ (s,a). One of the oldest value-based methods is Q-learning, where an agent tries to
learn the expected discounted reward (Q-values) (Watkins and Dayan, 1992). Mnih et al. (2015)
introduce Deep Q-Network (DQN) as a more stable form of Q-learning. According to Mnih
et al. (2015), Q-learning experiences instability during training. Thus, the authors employ the
techniques “experience replay” and “iterative updates of the action-values towards target values”
to make DQN a more stable method. Experience replay selects random samples from a large
dataset with all the experiences gathered over time rather than learning from consecutive samples
when updating the Q-values. This approach allows for better data efficiency since samples are
potentially used in many weight updates. The random samples also remove correlations that are
present with consecutive samples.



From DQN many variants followed, like Double DQN (van Hasselt et al., 2015), Dueling DQN
(Wang et al., 2015), Noisy DQN (Fortunato et al., 2017) and DQN with Prioritised Experience
Replay (Schaul et al., 2015). Double DQN reduces overestimation of Q-values. This is done by
using two separate neural nets for action selection and evaluation. Dueling DQN aims for more
robust learning by decoupling values that do not depend on the action by using an advantage
function combined with state values, instead of the normal Q-values. Noisy DQN provides
new technique for exploration, by adding noise to the predicted Q-values. Lastly, DQN with
Prioritised Experience Replay method tries to optimise the experience replay step by prioritising
samples around large changes in the the state value. In the work of Hessel et al. (2017), different
combinations of these methods are tried and some have shown promising results.

Policy-based

Policy-based methods focus directly on the policy by updating the policy iteratively until the
return is maximised. Policy-based methods are computationally more efficient than value-based
methods since only a policy needs to be updated and not all state action pairs. This is especially
noticeable with larger state and action spaces. One way this updating can be done is by using
policy gradient optimisation. This method uses sample trajectories to obtain an estimator of
the gradient of the expected return. The most commonly used gradient estimator (§) is given in
Equation 2.5 (Schulman et al., 2017). This gradient is obtained by differentiating the objective
(loss) function (L7%(#)) given in Equation 2.6.

g = Et [V@ log Uy (at ’ St) At} (25)

L7(0) = By [logm (a | 1) A (2.6)

Here, 0 represents the vector of policy parameters and A, is the estimator of the advantage
function at timestep t. The calculation of the advantage is shown in Equation 2.7 where V is
the state value function and @ is the action-value function (Dong et al., 2020). The advantage
represents how much better or worse an action or state is than the initial estimate.

AT (s,a) = Q™ (s,a) — V™ (s) (2.7)

In the work by Schulman et al. (2015), a new objective is proposed that in most cases performs
better and is more robust than this 'vanilla’ policy gradient. This new method, called Trust
Region Policy Optimisation (TRPO), uses the objective shown in Equation 2.8. When maximising
this objective, the optimiser is constrained to Equation 2.9. This constraint prevents the new
policy from diverging too far from the old policy by limiting the Kullback-Leibler (KL) divergence
to a specific value §. This KL divergence is a measurement of how different two probability
distributions are (Dong et al., 2020).

maximize [, [Wa(atlst)flt] (2.8)
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Due to the policies not diverging much, the optimisation is more robust. Without these constraints,
large losses could cause extensive policy updates. TRPO has good performance in multiple
fields. However, the computational costs are high, and the implementation is difficult. These
shortcomings lead to the creation of Proximal Policy Optimisation (PPO) (Schulman et al., 2017).
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The idea behind PPO is the same as with TRPO; prevent destructively large policy updates.
However, PPO defines this goal in a surrogate objective function that is notably less complex
(Equation 2.10).

LCLIP gy = &, [min (rt(e)At, clip (1 (8),1 — €, 1+ €) At)} (2.10)

Here, r¢(6) is the probability ratio r¢(0) = % € is known as the clipping parameter. In
old

Figure 2.4, it can be seen that by the use of this clipping factor, the probability ratios will not
become too large or too small for a positive or negative advantage, respectively.
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Figure 2.4: Plots showing one term (i.e., a single timestep) of the surrogate function LEXT as a

function of the probability ratio 7, for positive advantages (left) and negative advantages (right).
The red circle on each plot shows the starting point for the optimisation, i.e., r = 1. (Schulman
et al., 2017)

When using a neural network where both the policy and value function are predicted with the

same network, a loss function that combines the policy surrogate and a value function error term
2
must be used. This value function loss is calculated with a squared error loss (Vg (s¢) — ttarg>

Sufficient exploration should also be insured by adding an entropy term, S. This all combined
with two coefficients ¢; and co gives the total objective function Equation 2.11.

L HIPAVERS(0) = By [LEHT(0) — e1 Ly 7(0) + 2 [mo) (s1)] (2.11)

The PPO algorithms have an actor-critic style design. First, the policy is initialised. With this
policy, one or more actors will take actions for a set amount of time steps, during which the
advantages will be computed. Meanwhile, the value function (critic) used for this advantage will
be updated based on the experiences. Even though this value function is updating, the actor
takes decisions based on the policy, so the state-dependent behaviour is not changing. Once the
actors are done, the calculated advantage is then used in an optimisation step with the surrogate
objective function. Based on this, the policy will update, and the actors will again take their
timesteps to gather the advantage needed for the next policy update.

2.3.4 Applications of DRL

Applications of DRL in the warehousing and shipping industry vary in a wide range. DRL is
commonly applied for routing autonomous vehicles. For example Li et al. (2019) solve a routing
and dispatching problem with a DQN and Oxenstierna (2019) solves a routing problem with
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the use of a Monte Carlo Tree Search CNN. Peyas et al. (2021) use multi-agent Q-learning for
navigation and object avoidance with multiple robots in a 2D environment.

Other implementations are also found, for example online route assignment (Zeng et al.,
2021), lot scheduling (Rummukainen and Nurminen, 2019) or designing inventory policies (Boute
et al., 2022; Kaynov, 2020; Geevers, 2020) using PPO. Other studies that use PPO with topics
closely related to our project are those of Cals et al. (2021) and Beeks et al. (2022).

2.3.5 Suitability PPO

PPO is known for its balance between computational efficiency and sample efficiency. With the
use of importance sampling, PPO reuses collected data. With this, PPO addresses the problem of
most model-free RL algorithms being highly data-intensive, meaning that a lot of data needs to
be created for the agents to learn. This, combined with the easy implementation of the algorithm,
and its proven success in related fields (see the previous section), makes PPO a fit solution for
our project.
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3 Literature Review

In this section, we discuss the literature related to this study. We will provide literature on
the Order Batching Problem (OBP) and Online Order Batching Problem (OOBP). For these
problems, we explain how they are solved in literature using heuristics, multi-heuristics, algorithms
and machine learning methods.

3.1 Order Batching Problem

When multiple orders are demanded, it is expected to pick all of these orders with a minimum cost
(Cergibozan and Tasan, 2019). This cost function is often expressed as service time or tardiness.
The problem of minimising this cost by the means order batching is defined as the Order Batching
Problem (OBP). The OBP is excessively discussed in the literature. In Cergibozan and Tasan
(2019), 64 papers on the OBP and order picking process are reviewed. Approximately half of
these papers are related to the OBP. Most of the solutions in these papers consider heuristics
or meta-heuristics, and the others are spread out over simulations, exact approaches, and data
mining approaches. Most of the reviewed papers consider a static environment, only a few are
related to a dynamic environment, which is discussed in Section 3.2.

Only two papers mentioned in Cergibozan and Tasan (2019) aim on solving the OBP with
the focus on both earliness and tardiness. Elsayed et al. (1993) developed a batching and
sequencing procedure to optimise just in time order retrieval in a ASRS. Tsai et al. (2008) add an
additional objective of minimising the travel cost of the picker. They propose a multiple generic
algorithm consisting of batching algorithms that creates a batch based on these three objectives
(earliness, tardiness & travel cost), and a travel algorithm that finds the optimal path for this
batch. Another paper that focuses on both earliness and tardiness is the work of Hall and Posner
(1991). They define the problem of job scheduling to minimise the weighted sum of earliness and
tardiness for jobs with a common due date as an NP-complete problem and give a solution. In
Hall et al. (1991), the problem is solved again for unweighted tardiness and earliness.

Other works that consider scheduling are Muter and Oncan (2022) and Hung et al. (2017).
The first paper provides different algorithms that can find optimal solution for order batching
and scheduling with regard to travel time and total makespan of the pickers. The latter provides
multiple mixed integer programming solutions to optimise job scheduling in an make-to-order
manufacturing environment, for both earliness and tardiness. A problem closely related to
scheduling is sequencing. Jiang et al. (2018) suggest a seed algorithm to solve this order batching
and sequencing problem.

3.2 On-line Order Batching Problem

As mentioned in Section 2.2, Nataraja et al. (2022) give a multi-heuristic approach for solving the
OBP, with a focus on the case of Pickr.Al. These static solutions are not suitable for a dynamic
environment since all these solutions assume that all orders are known before the planning
period. Using static batching policies in a dynamic environment would lead to sub-optimal results
since the policies are designed to deal with large queues with little uncertainty. In a dynamic
environment, the queue is either small or non-existent at some points, and since not all orders
are known in advance, many uncertainties exist.

When the Order Batching Problem needs to be solved in a dynamic environment where
orders continuously arrive in a system, the problem is defined as the Online Order Batching
Problem (OOBP). Van Nieuwenhuyse et al. (2007) consider a manual, multi-server, order picking

13



process in a dynamic environment. They consider a pick-and-sort system rather than the more
standard sort-while-pick system. The paper tries to find an optimal batch size for the picking
and sorting-and-packing process that minimises the average order throughput time.

Another popular batching method found in literature is the time window batching. This can
be split into two types: Variable Time Window Batching (VITWB) and Fixed Time Window
Batching (FTWB). In the case of VTWB, the picker waits a varying amount of time, dependent
on how long it takes to reach a desired pick batch size. FTWB, however, waits until a specific time
has passed before starting to pick the batch, regardless of the batch size. In Van Nieuwenhuyse
and de Koster (2009), both methods are used to study the responsiveness of a warehouse. They
consider random customer order sizes, consecutive sorting and packing processes, multiple server
picking and sorting operations and general setup and service time distributions. This study follows
from the previously discussed study (Van Nieuwenhuyse et al., 2007) and does not introduce new
methods on how to solve the OOBP. There are other studies that use time window batching
methods (Ozturk et al., 2017; Zhang et al., 2016; Leung et al., 2020; Gil-Borréas et al., 2020; Pinto
and Nagano, 2019), and each of these studies have shortcomings regarding the ability to adapt
to highly variable environments with changing arrival rates.

Zhang et al. (2017a) recognise the shortcomings of VITWB and FTWB in fluctuating order
environments. When the arrival rate is relatively high, many customer orders will pile up in the
queue, waiting to be picked with a fixed time interval in the case of FTWB. On the other hand,
if the arrival rate is relatively low, orders might have to wait for a long time to form a batch in
the case of VI'WB. Therefore, they suggest a hybrid rule-based algorithm using multiple FTWB
rules. This algorithm solves the Online Order Batching and Sequencing Problem with Multiple
Pickers. This problem is a specific variant of the OOBP where, besides only creating the optimal
batch and finding the optimal time to release the batch, it also focuses on the order that the
batches should be released in and assignment of the batches to the pickers. The study’s goal
is to minimise the maximum completion time of an order. This algorithm is tested against the
standard FTWB and VI'WB practices and outperforms both. It is also shown that the correct
assignment of a heuristic improves the picking efficiency, and the employees’ work availability
and employment cost and facility cost can be reduced.

In Gil-Borréas et al. (2021), this same variant of OOBP with multiple pickers is solved with
the use of two heuristic approaches. These approaches are combinations of a multistart procedure
with a metaheuristic called variable neighbourhood descent. The performance of the algorithms
is tested with three different objective functions: minimising the total picking time, minimising
the maximum completion time, and minimising the differences in workload of the pickers. The
proposed heuristics have proven favorably when compared with other methods in the literature,
like previous mentioned work of Zhang et al. (2017a)

Time window batching is found to be the commong method to deal with the OOBP. This
can also be concluded from the work of Henn et al. (2012). In their literature review on solutions
to the problem, four out of the six pieces of research used a time window batching approach. One
of the approaches that do not use time window batching is proposed by Henn (2012). The author
aims to modify solutions for a static batching problem into a solution that fits the dynamic
situation to improve warehouse efficiency. Their approach is to fit an off-line solution into an
on-line algorithm. They do this based on three types of decision points: a picker becoming
available when there are still orders waiting to the processed, an order arriving when there is a
picker available, and the arrival of the last order. The idea is that the online algorithm solves the
OBP off-line with all known open orders at each decision point. They compare three different
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static batching heuristics that can be combined in the algorithm with some selection rules. After
running a numerical simulation, they found two algorithms that outperformed their benchmark.

In the work of Pérez-rodriguez and Hernandez-aguirre (2015), the authors recognise that
most studies considering OOBP do not consider relationships or interactions between customer
orders. They offer a solution in the form of a continuous estimation of distribution algorithm.

In all these studies, no work is found that considers a dynamic environment, variable arrival-
rates, dependency between batch content and pick time, and have the objective of minimising
both earliness and tardiness. Most of the considered works only cover one or two of these topics.

3.3 Order Batching and Machine Learning

Machine learning is a powerful tool and has already proven to be successful in solving job
scheduling problem, which is closely related to OBP and OOBP (Xie et al., 2019; Drakaki and
Tzionas, 2017; Paternina-Arboleda and Das, 2005; Lang et al., 2020; Aydin and Oztemel, 2000;
Rummukainen and Nurminen, 2019). These studies look at machine learning practices as a
solution since more traditional methods only offer high-quality solutions at the cost of high
computation times, which is unacceptable in current practices with more extensive production
diversity, shorter lead times and more significant uncertainties in the supply chains. In these
environments, a method is needed that can compute a suitable solution in a short amount of
time. However, limited literature has been found on machine learning for solving the OBP. This
can also be seen in Cergibozan and Tasan (2019), which is a literature review on OBP solutions.
Only a handful of studies use data mining approaches in the form of a clustering algorithm for
off-line batch creation.

One study that does use machine learning is by Zhang et al. (2019). A sequential decision-
making process is addressed where a decision-maker needs to decide on (1) whether to start
processing a batch or wait for more jobs to create a larger batch and (2) which batch should
be processed first. The first question considers the trade-off between lower machine utilisation
with larger batches and lower capacity with smaller batches. The second problem is in place
since the study considers a multiple job family environment; therefore, multiple batches are
created. Most decision rules proposed in literature for solving these problems are specific methods
and not adaptable to the changing situations in a real-life job shop. Therefore, the authors
suggest a machine learning approach with Reinforcement Learning (RL). The idea of RL is that
a decision-maker (or agent) is learning how to behave in different situations by interacting with
the environment.

The goal of the learning agent is always to maximise a reward or minimise a penalty. The
agent is not told what actions to take or what actions will result in a reward, but rather it will
undergo a trial-and-error search where it will learn the most rewarding actions. For the agent to
solve the given problem, it must be defined in a Markov Decision Process (MDP). The MDP
consist of two components: a decision-maker and its environment. The state (of the environment)
is observed at discrete points in time so that the decision-maker can make decisions at these
points based on the state. Once a decision is made, the environment returns a reward to the
decision-maker. The goal of the agent is to maximise the long-term cumulative reward.

In Zhang et al. (2019), the MDP is described by a five-tuple; M DP=(T, S, A(s), P(s'|s,a),
R(s'|s,a)). T is a set of points in time the agent makes decisions (decision epochs), S is a set of
all possible states of the environment, A(s) are the possible actions in the state s, s € S, P is the
set of probabilities that a state change from s to s’ happens after taking action a and R are the
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rewards corresponding to these state changes and actions. Real-time batching is considered as
a Semi-Markov Decision Process (SMDP). This is a generalised form of the MDP that allows
the state transitions to occur in continuous irregular times (Khodadadi et al., 2014). Since
the transition probabilities are impossible to know, the selected RL technique is Neural Fitted
Q Learning. This Q Learning is a model-free technique, meaning that no model details, like
transition probabilities, are needed. It does leave one problem; the state-space for real-time
batching is infinite. To solve this, a parameterised value function is created to obtain the values
of unexplored states. They simulated with their agent and compared it with three conventional
batching rules combined with a first-in-first-out sequencing rule. In general, the agent performs
better than the conventional techniques.

Cals et al. (2021) proposes another solution that uses reinforcement learning. The specific
technique used is called Proximal Policy Optimisation (PPO). To make PPO work, an SMDP
must be defined; this is done in the same way as Zhang et al. (2019). However, the approach
differs in the formulation of T'. In the case of Cals et al. (2021), this is defined as the time to
transition, which is almost the same as in the previous section. However, now the time is defined
by a simulation. If the agent decides to wait, the waiting time is not fixed, but the time is set
to wait until the next state transition happens, which could be the arrival of a new order or a
picker becoming available. Besides this subtle difference, the implementation of PPO is the same
as Zhang et al. (2019). This technique, just like the Q-learning method in Zhang et al. (2019),
does not need to know the probabilities of state changes in the SMDP, and the events are almost
similar. Cals et al. (2021) gives the agent two options - pick-by-order or pick-by-batch.

Zhang et al. (2019) and Cals et al. (2021) differ in the considered environments. The former
considers a job shop with different job families, while the latter considers a warehouse consisting
of picker-to-good (automated) and good-to-picker (not automated) parts with only one job type.
Another entirely different part is the simulation.Cals et al. simulates two different scenarios
and compares these scenarios to the best batching and sequencing rule (best tested out of 20
combined batching and sequencing rules). The scenarios can be described as low and high arrival
scenarios. Both scenarios are tested for 330, 400 and 500 orders that arrive in one hour to see
how the agent handles varying arrival rates. The agent outperforms the heuristic in the first
scenario significantly, while in the second scenario, this only happens for 500 orders with a slight
difference. It is also checked how the agent performs with 400 orders when it is trained on 500
and the other way around. This is compared with an agent trained and tested with the same
amount of orders. The results show no significant differences, and it can be concluded that the
agent performs well under changing arrival patterns.
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4 Methods

As mentioned before, the goal of this project is to create a decision-maker that decides (1) if
orders need to be picked and (2) what orders need to be picked at that point in time. These
decisions are made simultaneously by a decision-maker. Based on the decision either a waiting
action or a picking action need to be executed.

The second decision makes the problem drastically more complex. This significantly increases
the computation time needed for the agent to learn. This allows for less exploration of different
reward functions and parameters in the observation-space. For this reason, we start by using
a simple version of the agent (agent 1), where the second decision is reduced to two batching
heuristics that the agent needs to choose from. Since the behaviour of the agent is now reduced
to only three different actions (wait, heuristic 1, heuristic 2), the agent’s behaviour can be better
examined and reward functions and other parameters can be tuned more easily. Based on the
information gathered from this simple agent, 2 more complex agents are created, where the agent
can also select how many orders it wants to batch (agent 2), and instead of a heuristic selects
the orders for a batch by itself (agent 3).

In this section we will first discuss the discrete event simulation that we have created in
Section 4.1. Next we discuss how we define the Markov Decision Process in Section 4.2. Lastly,
we explain the details of the implementation of the agent in Section 4.3.

4.1 Simulation

Since the systems of Picker.Al are still in development, real-live testing and analyses are not
possible. Instead we make use of a discrete event simulation. This simulation is created with the
use of SimPy (2020), a process-based discrete-event simulation framework based on standard
Python. The simulation consists of three main components; Order generation, Order arrival
and Order picking and can take two input actions; wait and pick. The pick action also means
that decision-maker gives the necessary information to create a batch. A diagram of how the
simulation works is shown in Figure 4.1. In this diagram, the function of Create Batch is different
per agent. In Appendix A.1, the batch creation of the most complex agent is explained in more
detail.
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Figure 4.1: Process flow diagram of the simulation model

4.1.1 Action Simulation

The simulation starts in what we call a “decision moment”. This is a state in which no time will
pass, and the input of the decision-maker is needed to continue the simulation. The corresponding
action will be simulated once the decision-maker has selected to perform either a wait or a pick
action.

In Figure 4.2, the basic working of the action simulation is shown. If a waiting action is
simulated, the discrete event simulation will run until a new order arrives. This arrival will trigger
a new decision moment. Another way this moment can be triggered is by using a timer. When
the simulation environment exceeds the fixed length of timer, a decision moment is encountered.
This is implemented to make the behaviour of the wait-action more predictable since this timer
introduces an upper-limit on how long waiting actions last. This predictability should make it
easier for RL to learn. An alternative would be to either only use a fixed timer or only use order
arrival or the picker becoming available as a trigger for a decision moment (Cals, 2019; Beeks
et al., 2022). Only using order arrival is undesirable when dealing with low arrival rates as a
wait-action would mean that the earliest next option to pick an order would be with the arrival of
a new order, and this might be past the due date. A fixed waiting time might solve this problem
for low arrival. However, when dealing with an environment that has a relatively high arrival
rate, this might mean that orders arrive while waiting, which might cause the decision-maker not
to be reactive enough and cause unnecessary tardiness. When dealing with an environment with
changing arrival rates, either of these solutions will cause issues. Therefore, a combination of
these methods is selected. One other option that has been considered is to let the decision-maker
also decide on the duration of the waiting action. However, this would drastically increase the
complexity of the problem, and is therefore not included in the scope of this project.
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4.1.2 Order Picking

For order picking, the orders in the batch will be removed from the queue. With a function
designed in Nataraja et al. (2022), the picking-time is calculated. This function uses the positions
of the SKUs in the rack to calculate the robot’s travel time. The function considers the picking
time required by the robot to put the items in the customer totes, as well as the time to set up
the totes for the picking. This function also returns an updated version of the rack so that for
the next order picking, the rack is reshuffled corresponding to the action that was just performed.
Once the picking of a batch is completed, a new decision moment is triggered.

4.1.3 Order Generation and Arrival

Real world data

One of the companies that is implementing a pick-and-pack system of Pickr.Al provided 60
days’ worth of order data. The company in question will be called by the pseudonym Kallax,
to disguise the real name of the company. This data contained more than 228.000 customer
orders. Unfortunately, since the picking system at Kallax is not fully operational, the data can
not directly be used to run experiments. Instead, we use the data of the 100 most popular
SKUs, since the considered setup also consists of 100 different SKUs. In Figure 4.3a, we show
the distribution of the number of orders arriving per day. This distribution has a mean of 1432
orders/day with a standard deviation of 431 orders/day.
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Figure 4.3: Real world data used for the simulation

Based on this, we assume that normal day has an average of 1432 orders per day. Based on
uw—o, p+o, p—20 and p+ 20, we calculate the arrival-rate for days of low, decreased, increased
and high demand, as shown in Table 4.1. Note that the low arrival rate is lower than that found
in the real data, this is due to the skewed distribution.

Demand ‘ Low Decreased Normal Increased High
Arrival rate [orders/day] | 570 1001 1432 1863 2294

Table 4.1: Arrival for different demands

On average, orders contain 2.6 items (Figure 4.3b). In the simulation, we consider the
maximum size of an order to be three. In Figure 4.3c, the distribution of the SKUs is shown. We
use this distribution in the simulation when assigning an SKU to an order.
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Order arrival process

In the simulation, orders arrive based on a Poisson arrival process. Once an order arrives, the
size of the order is randomly determined. For each item in an order the SKU is determined based
on the distribution seen in the real data. That means that the probability of each SKU to be
selected is oc?fﬁ?’;fli’éc&zsé{zgys- For each order arrival, the arrival time is logged and a due date is
set. To select a due date, we looked at the methods used by Kallax. Orders are shipped out of
the warehouse four times a day. One hour before every shipment, a cut-off time is considered.
Orders that arrive after the cut-off time will be sent with the next shipment. We assume that
these shipment times are equally spread over the day, each 6 hours apart. If an order arrives
more than one hour before the upcoming shipment, the ship-time is set as the due date. If it
arrives less than one hour beforehand, the next shipment is used. In Figure 4.4, the arrows
represent the time frame of an order arriving until its’ due date. Once an order is generated
and added to the queue, we calculate the arrival of the next order based on a random number
generator to sample from a exponential distribution based on the set demand.
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]
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Figure 4.4: Diagram of orders and their due dates

4.2 Markov Decision Process

As explained in Section 2.3.1, the environment needs to be depicted as a Markov Decision Process
(MDP). For this project, state transition times are variable. So, a Semi-Markov Decision Process
(SMDP) is formed. To create this SMDP, the transition times 7, a finite state space S, an action
space A, a reward R, and transition probabilities P are needed. Since we use a simulation model,
these probabilities will be not needed.

4.2.1 Time to Transition 7

The difference between an MDP and a SMDP is the time to transition. In an MDP, all transitions
are assumed to have a fixed time, whereas for an SMDP, this time might be variable. In this
case, the time is dependent on the action, the state and external factors like order arrival. For
this reason an SMDP is used. Here, the transition time 7 is determined by the simulation, which
runs for 7" duration.

4.2.2 State Space S

The state space is a representation of the environment that captures all relevant data. The
state space is also known as the observation space, since it is the only information the agent can
“observe” from an environment. A state space can contain any information as long as it can be
represented in a vector. The challenge in creating a fitting state space is giving the agent enough
information for it to develop good policies, while not overdoing it and making it impossible
to find correlations in the data. A larger state space gives the agent more information and so
in theory it can develop better and better fitting policies for each state, but it can also make
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the learning harder, if not impossible, and bring additional computational cost. The following
components comprise the state space in this project.

e QQueue content

e Pick-face

Length of the Queue

Due dates of orders

Batch suggestion
e Time
e Arrival rate

Queue content

The queue content is necessary for the agent to know what orders are in the queue so it knows
which ones it can pick. Every order o has a due-date §, and can have a maximum of m different
items, each being one of S different SKUs. Let w, denote the picking completion time of order
o. The order content of each order o will be represented as a vector (6), and the vectors of all
orders combined will be the representation of the queue. So if an order consists of two items SKU

1 and SKU 2, this order might have a representation in the state space that looks something like

ol Unfortunately, PPO is not able to function with multi-discrete state spaces. This means

that it would not see 1 and 2 as different SKUs but just as higher and lower values. To make a
representation that would work with PPO, one-hot encoding must be used. For each order in
the queue, a vector of size S will be created, each spot representing a different SKU. For each
SKU in the order, the corresponding index will be 1, all other values will be 0. This does mean
that a bit of information gets lost if multiple items of the same SKU are in the same order. The
representation of one order O in the queue is shown below.

hi
ha

S
I

where hy € {0,1}Vse S (4.1)

L hs
An important aspect of the state space is that it is finite. With that comes the restriction of
DRL that the input shape for the agent must be consistent. Since the length of the queue is
variable, and theoretically infinite, the state space will only contain the top Lg orders in the
queue. This means that if there are less than Lg orders in the queue, the remaining space will
consist of zeros, since O will be all zero if there are no SKUs. This means that the total queue
representation Cj will look as shown in Equation 4.2. This vector has a total size of S x Lg.
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Pick face

The state of the rack is important information to create a well performing policy, as shown
by (Nataraja et al., 2022). However, the rack consists of L lanes, each with depth D. Since a
one-hot notation must be used, the size needed to create a representation is D x L x S. With
the desired values for these parameters, this would be an extremely large vector which would
cause computational issues and potentially create too many variables for the agent to be able to
learn properly. To still give an indication of the state of the rack, the pick face is used instead.
In the state space, PF is added (Equation 4.3), representing which SKUs are in the pick face.

h1
ha

PF = where hy € {0,1} Vs e S (4.3)

L hs
Batch suggestion

The goal of the observation space is to give all the information needed for the agent to be able to
find a relation between the selected actions, the changes in the state space and the given reward.
For agents 1 & 2, it is vital to learn the relation between the selected heuristic and the batched
orders. The first heuristic works according to FIFO. This relation is very straightforward and
easy to learn for the agent since it is based on queue positions. The second heuristic is a more
advanced batching heuristic, based on both the content of the orders and the pick-face of the
system. To aid the decision making process of the agent, we further include the outcome of
the best heuristic from Nataraja et al. (2022) in the state space. This is done with a one hot
e_r»moding for the every order in the queue, where 1 marks orders to be batched, creating vector
B.

h1
ha

&
1

where h, € {0,1} Vo € {1,2,..., Lo} (4.4)

_hLQ |

Queue length, Due dates, Time & Arrival rate

Since the objective of this project is to minimise the sum of weighted tardiness and earliness,
the due date is crucial information. This information will be represented in the vector DD of
length Lg. For each item in the queue, the value will represent the due date, all the other values
will be zero. To actually understand how close the due dates are, the agent is also fed with the
current time ¢ in the state space.

All information considered until now is the minimum requirement for the agent to create
sufficient policies. However, as explained in Section 4.1.3, the order arrival pattern fluctuates
from day to day, and preferably the agents takes this into account when creating its policies.
That is why an indication of the arrival rate is given. This is done by using a moving average of
the inter-arrival times of the last few orders that have arrived. This scalar (\) is added to the
state space. Lastly, the scalar [ is added, to represent the total length of the queue, so if the
queue has more than Lg orders, the agent still has an idea of the total amount of waiting orders.
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In addition to the aforementioned elements, we have had considered others, such as total
earliness or tardiness, number of picked orders, number of tardy or early orders, due date closeness
(60 —t), or a commonality score, where orders with common SKUs score higher. However, we
found that a combination of the above explained elements gave the best results.! The resulting
state spaces are summarised in Table 4.2.

State transitions

Transitions map state-action pairs (s-a) to their subsequent state s’. When taking an action a
in state s, s’ is reached by updating all components of s. These updates depend on the action
taken and if orders arrive during the transition time:

e Wait
— No orders arrive: Increase t with waited time. Recalculate B and ).

— Order arrives: Set t to arrival time of the order. Update DD corresponding to the
new order. Increase [ by one. Update ) with O of the new order. Recalculate B and
A

e Pick

— No orders arrive: Increase t with the pick time. Update DD and Cj corresponding to
the picked orders. Decrease [ by the pick batch size. Update PF based on the picking
action. Recalculate B and .

— Orders arrive: Increase t with the pick time. Update DD and Q corresponding to the
picked orders and the newly arrived orders Update [ based on the number of orders
that arrived and are picked. Update PF based on the picking action. Recalculate B
and A.

4.2.3 Action Space

The action space is where the three agents differ. The simple agent, agent 1, has an action space
of just one scalar that can take three values; 0 for waiting, 1 for the first batching heuristic, and
2 for the other heuristic.

Agent 2 is slightly more complex. The agent decides how many orders should be batched.
The action space is shown in Equation 4.5. Now the second value in the action space represents
a value between 1 and the maximum batch size B.

A:[H withh €{0....2},b € {1,.... B} (4.5)

Agent 3 has the most complex action space. The first part is a scalar related to the first
decision of the agent; “Do we batch now?”. This scalar can either be 0 or 1, representing
batching/picking or waiting respectively. The second part of the action space is related to the
question; “which orders will be batched?”. Since the action space can be multi-discrete, each
element in the vector represents a spot in the batch, and each value corresponds to the queue
index of the order to be placed in the batch. Since the agent can only observe the first Ly orders,

'Due to the iterative nature of this project, some experiments are done in much earlier versions of the simulation
environment. It is assumed that these results are still representative of the current simulation.
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it is only allowed to select orders from this “observed queue”. These values are natural numbers
between 0 and Lg, with 0 representing the first and Lg — 1 the last order in the observed queue
and Lg represents an empty spot.

w
C1

A=| | wherewe{0...,1} , ¢ €{0,...,Lg}Vbe{l,...,B} (4.6)

CB

As explained in Section 4.1.1, the first decision is leading. So if an agent selects the wait
action combined with multiple orders, the resulting action would still be waiting. However, if an
agent returns an empty batch and selects picking, the performed action would also be waiting.
If an agent selects indices of orders that are not currently in the queue, these will be changed
to empty spots. These kind of actions where it tries to pick non-existing orders, are marked as
faulty actions. In DRL, it is common to not simulate a state change and return a penalty in case
of faulty actions. After multiple experiments with this setup, this did not seem beneficial for the
agent’s learning behaviour and performance, and so we used the setup explained in Appendix A.1.
Furthermore, we tested whether the first part of the action space related to the wait or pick
action could be removed. In that case the agent would wait if the returned batch was empty.
We also tested if a one-hot action space would show better performance than the multi-discrete
space. Multiple combinations of the mentioned setups have been tested with the result of the
current settings showing the most promising results.!

4.2.4 Reward Function

We have considered many different variations of objective for the reward function. These things
included, but were not limited to; penalising the total tardiness of the queue, penalising earliness
of picked orders, rewarding waiting actions, penalising tardiness squared, penalising tardiness of
the picked batch, and rewarding waiting time. Many of these elements were tried in different
combinations and using varying weights.! Eventually, we settled on the following reward function,
where a reward r is obtained when an action a is taken and state s’ is reached and let 3 be the
size of the suggested batch if pick action is chosen.

0 if @ = wait and s’ has no tardy orders
-1 if a = pick, picked batch has no tardy orders and s’ has tardy orders
, or a = wait and s’ has tardy orders
" (a, o ) - ST, if a = pick, picked batch has tardy orders and s’ has tardy orders.
0€P
S T,+ W, if a= pick and s has no tardy orders
\ 0€f

(4.7)

The reward function contains two components T, and W,. The equations used to calculate
these values are shown below, where w, represents the time an order or batch is completed, §, is
the due date of an order and ™ = max(0, z).

(4.8)
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T, is an expression of the relative tardiness of an order o. It divides the tardiness in seconds
by the simulation time in seconds. W, is an expression that outputs a value that nears 1 as
earliness gets closer to 0. Both expressions use simulation duration, T, as an upper limit for
maximum tardiness or earliness. Thus, the output value of the functions is normalised so that
their absolute values are between 0 and 1. This is done because most RL algorithms tend to
learn better with normalised rewards.

W, = (4.9)

In Figure A.2, a decision tree is shown of how the reward is calculated. First we check if
there are any tardy orders in the queue after the action has been executed. If this is not the case
the reward is either T, and W, of the batch (corresponding to the last case in Equation 4.7), or
0 if the agent was waiting (first case of Equation 4.7). If there are tardy orders in the queue, the
reward for picking is only determined by T, (third case of Equation 4.7). If the agent does not
pick any tardy orders even though there are tardy orders in the queue, this could happen by
either picking different orders or by not picking at all, we deem this as the worst possible action
and therefore give a penalty of -1 (second case of Equation 4.7). In Figure 4.5, the potential
reward of each order is shown over time.
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Figure 4.5: Potential reward of an order over time with due date at 4 hours

The negative value of T, ensures that picking an order early is always rewarded higher than
picking an order tardy. If there are tardy orders in the queue, and the agent does not pick them,
we deem this as the worst possible action, and therefore give a relative high penalty of -1. Due
to the assumption of common due dates between orders, we can assume that usually once orders
become tardy, there are multiple tardy orders in the system, and thus the reward will behave as
shown in Figure 4.5. Note that there is one unique edge case where the reward function shows
different behaviour: if after picking there are no tardy orders in the queue, but (some of) the
picked orders are tardy, the reward of this action is calculated by both W, and T,. In this case
W, is 1 due to its formulation. Therefore, the reward given for picking tardy orders will be
positive which normally would have been negative. However, in this case, the desired behaviour
still receives the highest possible reward. If the agent would have picked non-tardy or no orders
at all, the reward would have been -1. If the agent would pick only one of the tardy orders the
reward would only be based on T, since there are still tardy orders left in the queue. So the best
action would still be to pick all tardy orders.
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Multiple variants of this reward function have been tried, including different values instead
of -1 and different weights for W, and T,. We also tried a function for W, that would progress
from 0 to 1 starting from the moment of arrival and ending at the due date. It showed promising
results but did not outperform the current one.

4.3 Implementation

In this section we first set the scope of the project. Next we introduce the baseline decision-
makers. Afterwards we explain the used parameters for the simulation and agents followed by an
introduction of all the used agents. Lastly, the training process of these agents is explained.

4.3.1 Scope

For this project, we consider a set up of Pickr.AI that has 25 lanes of 7 bins deep. 10 lanes have
an active slot in the pick-face. We assume a product range of 100 different SKUs. Lastly, we
take a maximum of 3 items per customer order.

4.3.2 Baseline

We will consider eight different multi-heuristics as baselines. These heuristics consist of com-
binations of four waiting and two batching heuristics. The following waiting heuristics are
used:

e Wait for Full Batch (WFB) is a VI'WB method where the agent waits until 5 items
are in the queue to batch.

e Wait 20 (W20) is an adapted FTWB method that we call Fixed Time Window Batching
with Carryover (FTWBC). This method makes batches of all orders in the queue on a fixed
time interval. When the interval has passed, the orders that not have been processed will be
carried over to the new group of orders, where new batches will be made. This guaranties
a more optimal batching strategy. For W20, we set the time interval to 20 minutes. In
other words, the W20 batches all orders in the queue and optimises this every 20 minutes.

e Instant Picking (IP) is a VTWB method where the agent waits until a minimum of 1
order is in the queue to batch. i.e. an pick action will start as soon as an order arrives, or
a robot completes the picking of a batch.

e Wait Combined (WC) combines W20 and WFB and waits either 20 minutes or until 5
items have arrived in the queue. However, these 20 minutes will only start counting after
arrival of first order.

For the batching heuristics, we consider both FIFO and MCSSOR as explained in Section 2.2.
Note that FIFO is effectively the same as an earliest-due-date heuristic since due dates are
assigned based on the cut-off moments.

4.3.3 Simulation and Agent Parameters

We have set Ly to 30 and the maximum time a wait-action can last is 30 seconds. For a fair
comparison of results, the same values are considered for the heuristics. These values result
from a series of tests considering computational time and the agents’ performance. We found
that episodes of 24 hours simulation time were sufficient for training. Shorter episodes were
not sufficient for the agent to learn the consequences of too much waiting and thus caused an
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overflowing queue. Due to an increase in computational time, and the seemingly slower learning
behaviour of the agent, longer episodes are not preferred.

Like the work of Cals (2019), we initially planned to train the agent in an environment with
steady demand and then test how the agent performs when the demand decreases or increases.
However, the performance proved better when training was done for multiple arrival rates. Part
of the reason is just simply that agents tend to do better in familiar environments, so if we train
an agent in a normal demanding environment and then test its performance for high demand,
it is unfamiliar with this situation. It will not perform as good as an agent that has seen a
similar environment during training. In addition to this, it allows for faster (and in some cases
even better) learning. The agent will learn the best picking strategies to decrease tardiness
when training in a high demanding environment. On the other hand, it will learn the best
waiting strategy when presented with a low demanding environment. Thus, we trained the
agents with a changing demand between episodes. The different demands allow for more variable
situations during training and therefore, decrease the need of exploration. Training will be done
in either a low (570 orders/day), normal (1432 orders/day) or high (2296 orders/day) demanding
environment (Table 4.1). We have also considered adding decreased and increased arrival rates,
or even more additional arrival rates, but we found that this did not improve performance.

4.3.4 The Agents

Three different type of agents will be used, all with a different action space. The agents that
can select between heuristics (1, 1b and 2) make a selection between FIFO and MCSSOR. In
Table 4.2, we show the details of all different agents for this project. Agents 1b and 3b have not
been discussed before. For agent 1b, the reward function is multiplied with a factor %,
with arrival rate in orders per day. This normalises the reward between episodes with different
arrival rates, since the reward depends on how many orders can be picked. With this normalised
function the maximum possible reward for every arrival rate should approximately be the same.
This reward function did not show significant differences in performance compared with the
non-normalised function. However, it did show interesting learning behaviour, as is shown in
Figure 4.6. These figures show the cumulative reward per training episode as dots, and the
moving average of these rewards as a line. Since the non-normalised function has already proven
successful in earlier test, this will be used as the main reward function, and the normalised will
be tested along side.
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Figure 4.6: Learning behaviour of agent 1 and 1b
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We create two versions of the complex agent - 3 and 3b. The observation space given to
agents 1, 1b, 2 and 3 gives limited information about order content, with which optimal batching
strategy cannot be reached. To let the agent develop its own batching strategy, we give a large
observation space to agent 3b. Here the agent has all information about the pick-face and queue
that it needs to develop sufficient batching method. However, this state space has a size of
S % (Lg +1) + Lg + 3, compared to the other used spaces (2Lg + 3). Theoretically, agent 3b
should show same or even better performance than agent 3, since it is not limited to the bias of
the used heuristics. However, the large size of the observation space makes training the agent
significantly harder. This is for an already complex action space with more than 57 million
possible combinations. This large action space of agent 3 and 3b also allows for infeasible batches
to be created. What this means and how we deal with that is explained in Appendix A.1l.

Name | Observation space Action space Reward function
7
i
Agent 1 B [ 2z ] withz €{0...,3} default
t
L A
S
DD
Agent 1b B [z ] withz €{0...,3} normalised
t
L A
T
DD L
Agent 2 B [ b ] withh € {0...,2},b €{1,...,B} default
t
L A
DI [ w
DD “
Agent 3 B withw €{0...,1} ,c1..B €{0,..., Lo} default
t
A
L _ e |
Q [ w ]
Db C1
Agent 3b Pt withw €{0...,1} ,c1..B €{0,..., Lo} default
A
l L ¢B |

Table 4.2: Summary of the created agents

4.3.5 Training

For the creation and training of the models, we have used Stable Baselines (sta). This allows for
easy creation and training of DRL models. By simply entering the environment and the desired
policy, an NN will be created and trained for a set amount of time-steps. Each decision-moment
will be seen as one time-step. We have decided to use PPO due to its previous successes in the
field (Cals, 2019; Beeks et al., 2022).
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During training, the environment is reset after an episode so that the arrival rate is changed.
We also tested randomly selecting between the entered arrival rates; however, this seemed to
decrease the agent’s performancel. Possibly caused by a few episodes with the same arrival in a
row, causing a policy update fitted for that arrival rate, but not for the others.

When resetting the environment, everything is set to its initial values. However, the state of
the rack is not; this is to prevent the rack from starting in the same position every time and
training the agent for a specific scenario. One more thing that is changed is the probabilities of
each SKU occurring. When resetting the environment, SKUs connected to each probability are
shuffled. The advantage is that the agent does not learn policies based on SKUs, so it becomes
more generic. However, it does take away the possibility to create a specific policy fitted to a
specific scenario. Note that this is only a problem for agent 3b since all other agents do not have
SKUs as part of their observation space. One more advantage of reshuffling the SKUs is that it
acts as another method of reshuffling the rack so that not always all popular products are close
at the start, in a more computationally efficient way.

Callback

Saving the model during training is done using a callback function. The agent does not always
converge or does not necessarily end on the best performing agent of that training session. The
callback function saves the best performing agent during training. We use an evaluation callback,
where the agent is evaluated in a different environment every set amount of time-steps. We set it
up in such a way that the evaluation is done three times for each of the arrival rates, so nine
times in total. After these nine simulations, the mean of the cumulative reward is used to check
if the current policy is better or worse than the previous policy. If the mean is high, the policy is
saved. The callback function does not influence the training; it only influences when a model
gets saved.

Hyper-parameter tuning

Besides the observation space and reward function, the learning behaviour of the agent is heavily
influenced by hyper-parameters. With Stable Baselines Zoo, (SBz) these parameters can easily
be tuned by training the agent with a different set of parameters and then checking the best
performance based on an evaluation callback function. This process continues iteratively, where
the tuner bases the new parameters on old results and tries to maximise the average reward
given by the final callback.

First, a regular training session is done to find the number of time-steps for the agents to
perform well. Depending on the complexity of the agent, each agent needs a different amount
of time-steps to converge to adequate performance. For agents 1 and 1b, this is 2e5 time-steps.
Agent 3 and need approximately 1.5e6. Due to time constraints, agents 2 and 3b were not
elaborately tested before hyper-parameter tuning. For agent 2, we assume that 3eb time-steps
should be sufficient since this agent is a bit more complex than agent 1. For agent 3b, we
consider 1.5e6 time-steps. Even though it is more complex than agent 3, a longer training
time would be too time-consuming. Training for leb time-steps takes 15-20 minutes to run?,
in which approximately 190 days are simulated. This number can heavily fluctuate due to the
significant difference in duration between a waiting and picking action. These numbers are
without the callback function, which adds a significant amount of time to the training process.
Since hyper-parameter tuning will repeatedly train an agent many times, we evaluate every
training session only 20 times.

2Runs are done on a AMD Ryzen™ Threadripper™ 3990X Processor CPU @ 2.8 GHz
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Figure 4.7 shows the output of the hyper-parameter tuning session of agent 1. It can clearly
be seen that there is a significant difference in performance between different trials, caused
only by the hyper-parameters. From Figure 4.7b we can conclude that entropy coefficient is
the most influential hyper-parameter. This parameter influences the exploration rate. Second
most important is the batch size, which is the number of samples used for each gradient descent

update.

Due to time constraints and limited resources, we could only finalise the tuning sessions
of agents 1 and 1b for 250 trails. Agents 2, 3 and 3b were stopped at 194, 37, and 36 trails,
respectively. The plots of all the hyper-parameter tuning sessions and the best hyper-parameters
per agent can be found in Appendix A.3.
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Figure 4.7: Results of hyperparameter tuning of agent 1
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5 Experiments

In this chapter, we explain the set up of the different experiments conducted. The experiments
are done to test the performance of the agent, compare the performance to those of the heuristics,
and find an answer to the research questions.

5.1 Changes in Demand

For the last two research questions, we want to know how the agents handle different environments
and compare them to the baselines. We have split this into three sections. First, we compare
how the agents and heuristics perform on days with different demands. Secondly, we try to see
how the agent adapts to sudden changes in the environment. Lastly, we test how the agent would
perform in a real-world scenario, where the arrival pattern is less stable than previously assumed.
The following KPIs will measure the performance:

e mean earliness, tardiness and lateness
e percentage of orders picked early, tardy or in time

In Appendix B.1, we explain more on how the percentages of early and in time orders are
calculated and why these metrics should only serve as a rough indication of the performance.
However, when combined with the other KPIs, a well-informed conclusion can be drawn.

5.1.1 Different Demands

In this first part of the experiment, we want to see how the decision-makers would perform in
different demanding environments. To test this, we perform a sensitivity analyses, where the
agent and heuristics are subjected to five different scenarios, each with different demand. We use
the demands noted in Table 4.1. Each simulation will simulate five days. We chose this length
mainly for high demand scenarios. If an agent would not pick enough and leave some orders in
the queue, this would not seem to affect the performance, but in the long run, this would cause
a bullwhip effect and lead to overflowing queues and, therefore, extreme tardiness. To check if
buffers are not overflowing and see the actual performance of an agent, we measure over five days.
Each run is repeated ten times for different random seeds to increase the precision of the results.

5.1.2 Peak Demand

Kallax provided us with additional information on their sales in the holiday season (November-
January). This showed that their promotional sales week, “Black Week”, is the busiest time in all
four months of data that we have analysed. This promotional week ended with “Black Friday’
followed by “Cyber Monday”. These days have an extremely high demand of 470% and 360%
normal demand. Both these days are followed by two days with decreased demand.

9

In this part of the experiment, we will measure the performance of all decision-makers for
these sudden increases in demand. We start with a day of normal arrival followed by high to
create some backlog of orders to represent the effect of “Black Week”. We will simulate a run of
15 days where arrival varies per day according to Table 5.1. We have chosen to simulate for 15
days since the peak arrival causes a large backlog of orders that the robot needs a significant
amount of time to recover from. This time to recover will be used in combination with the
previously mentioned KPIs to judge the performance of each decision-maker. Each simulation is
repeated ten times for different random seeds.
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simulation day

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14
demand normal | high | 470% | decreased | decreased | 360% | decreased | decreased | normal | normal | normal | normal | normal | normal | normal
orders/day 1432 2294 | 6730 1001 1001 5155 1001 1001 1432 1432 1432 1432 1432 1432 1432
due date extension - - 48h 48h 48h 48h 48h 48h - - - - - - -

Table 5.1: Arrival rate per day of peak demand simulation

5.1.3 Real arrival pattern

For the last part of this experiment, we take a new look at the data provided by Kallax. Up
until this point, we assumed that orders arrive somewhat evenly throughout the day, with the
arrival rate according to a Poisson arrival process. However, if we look at the data, we see that
there is a distinct arrival pattern shown in Figure 5.1. In this figure, you can see the probability
distribution of an order arriving during the day. This figure shows that sales are much higher
during the day, with peaks in the morning and evening, and sales are meagre during the night
when customers are likely sleeping.
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Figure 5.1: Probability density plot of order arrivals during 24 hours

This test simulates this arrival pattern for a day with normal demand. Based on the data,
we have created average arrival times for ten-minute long increments throughout the day. During
the simulation, the arrival rate will be dependent on the (simulation) time of the day and the
arrival rate of the corresponding increment. Previously we assumed due dates to be equally
distributed throughout the day. However, we use the exact due dates as Kallax uses for this
experiment.

5.2 Full Factorial Analyses

To measure the effect of each decision on the contribution to the objective, we employ 2* factorial
design as is done by Nataraja et al. (2022). This is a strategy for designing experiments, where k
factors can influence the outcome (Box et al., 2005). In our case, factors are decisions, what (A)
and when (B) to batch. Both decisions can either be random (-) or optimal (+). This gives 4
runs in total (Table 5.2). We will measure the effect of the decisions for earliness and tardiness
separately. We will also measure these effects for each demand scenario.
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Decision Combination Decision A Decision B Response
1 - - (1)

2 + - a
3 - + b
4 + + ab

Table 5.2: Design matrix for 22 factorial experiment

We simulated each combination for n = 10 replications. We set W20 and MCSSOR  as
optimal. Random “when” decisions are made by randomly selecting between wait and pick at
each decision moment. For a random “what” decision we select 5 random orders from the queue,
if less than 5 orders are present, we pick all orders. The effect is calculated by means of the
following equations:

o, LD+
- 9k—1
_ab+a—b—(1) (5.1)
B 2
e = (a—i_zllgfli_l) (52)
€AB = (CL_;,C)(?_U (5.3)

In these equations, e; denotes the effect of decision j, with j = AB for the combined effect.
For example, if we want to know what effect decision A has on tardiness, we will use Equation 5.1.
The values a, b, ab and (1) denote the objective value for runs with compositions based on
Table 5.2. For example, in the case of tardiness, a would be the average tardiness of orders for a
run where A is optimised and B is random. Once the effect is calculated it can be used as an
indication of how strong the influence of the decision is on the objective. Based on the absolute
value of the effects we can see which of these decisions has the most impact on the objective
value.
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6 Results

In this chapter, we will discuss the results of the experiments. We start by comparing the
performance of the agent with the benchmarks in different demanding scenarios, including a
scenario where orders arrive in a realistic arrival pattern, and one where days of peak demands
are simulated. This is followed by the results of the full factorial analyses. In the last section, we
examine the behaviour of the agents.

6.1 Changing Demand

We will compare the five agents with all the batching heuristics (MCSSOR, FIFO) and waiting
heuristics (IP,WFB,W20,WC) combinations. We have selected four decision-makers for com-
parison. W20-MCSSOR and agent 1b are selected for their overall performance. FIFO is one
of the most famous benchmarks used in literature. IP is probably one of the most commonly
used practices since this will yield the highest utilisation. One can imagine that any e-commerce
warehouse equipped with a robotic system would not want to keep the robot idle. For this
reason, IP-FIFO is added to the comparison. Lastly, Kallax is currently using WC-FIFO in
their test setup, and thus, this is also compared. All results can be found in Appendix C, and
summarised in Appendix E. For the low and high arrival results, the results of before and after
hyperparameter tuning are shown. The after tuning results shown on the right-hand side after
are marked with ‘HP’ in these plots. This shows the effect of hyperparameters on the behaviour
of the agent. All results are averages of 10 episodes of 5 days.

6.1.1 Low Demand

Figure 6.1 shows that none of the decision-makers cause any tardiness. Agents 1, 3 and 3b seem
to show similar performance as IP heuristics. Agent 2 shows a significant increase of in-time
orders of 1 percent-point, which is around 16%. Agent 1b has the most in-time orders. On a
yearly basis, agent 1b would pick almost than 5000 more in-time orders than W20-MCSSOR in
environments with constant low demand. This is an increase of more than 20%. Compared to
WC-FIFO and IP-FIFO the difference would even be more than 6800 and 13100 orders per year,
respectively.
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IP MCSSOR

IP FIFO.

] 20 40 &0 80 100

Figure 6.1: Performance comparison of agents and heuristics under low demand arrival.

In Figure 6.2, the blue line represents the due date. We can see the distribution of when
orders are picked compared to their due date. The distribution of agent 1b seems to be flattened
a bit more, and of all the decision-makers, agent 1b picks orders closer to the due date. On
average, an order is picked 3.61 hours before the due date. This is ten minutes later than what
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Kallax is currently doing (WC-FIFO), without introducing any tardy orders. On a daily basis
that would mean 114 hours less earliness, which would substantially reduce the holding cost.

In Figure C.1, the improving effect of hyperparameter tuning can be seen on almost all
agents, most notably on agents 3 and 3b. At first, both agents had a significant amount of tardy
orders, they now perform similar to IP-FIFO. In Figure E.1, we have plotted the average reward
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Figure 6.2: Distribution of picking completion time of orders along the due-date for low arrival.

per picked order. This reward is calculated based on the reward function used in agents 1, 2
3 and 3b. This value indicates the earliness and tardiness cost related to each order. A higher
value would mean a lower cost. In this figure, we can see that agent 1b has the lowest cost per
order, followed by the W20 heuristics.
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Figure 6.3: Mean cumulative reward per decision-maker for low demand with episodes of 5 days
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In Figure 6.3 we show the mean cumulative reward per episode with a confidence interval
of 95%. Based on the relatively small size of these intervals we can state that the found mean
reward is robust.

Note that in Figure 6.1 and some similar graphs that will follow, the sum of percentages of
early, in-time and tardy orders do not add up to 100%. This occurs due to the following logic. If
an unpicked order is tardy, it will still be marked as tardy. However, if an unpicked order in the
queue is not tardy, it will be marked as neither early nor tardy nor in-time. The percentages are
calculated based on all orders, this includes the picked orders as well as the orders remaining in
the queue. However, the percentages of non-picked non-tardy orders are not shown in the graphs.
All graphs are sorted primarily on percentage of tardy orders and subsequently on the percentage
of in-time orders.

6.1.2 Decreased Demand

For decreased demand, we observe similar performance among W20-FIFO, W20-MCSSOR, and
agent 1b, with orders being slightly less early for the heuristics. On a yearly basis W20-MCSSOR
would pick around 1400, or around 1.4% more in-time orders than agent 1b on a yearly basis.
Both these decision-makers would have more than 7300 more in-time order on a yearly basis
than WC -FIFO and even more than 14200 than IP-FIFO. It is noticeable that decision-makers
with the same waiting heuristic have very similar performance. This is also visible in the results
of low arrival.
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Figure 6.4: Performance comparison of agents and heuristics under decreased demand arrival.
For the decreased demand scenario, the same observation can be made as with low demand.

Agent 1, 3 and 3b show similar performance, and very close to the IP heuristics. Agent 2 shows
a decrease in mean earliness and agent 1b shows an even larger increase (Figure C.3).
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Figure 6.5: Distribution of picking completion time of orders along the due-date for decreased
arrival.

Figure E.1 show that the W20 heuristics have the lowest cost per order, closely followed by
agent 1b.

6.1.3 Normal Demand

In scenarios with normal demand, we see the grouping of same waiting heuristics that has been
seen before, i.e. decision-makers with the same waiting heuristic perform similar, regardless
of the batching heuristic. Heuristics with the W20 heuristic are showing the least amount of
early orders, followed by agent 1b. From Figure C.5, it becomes clear that, compared with other
decision-makers, both W20 heuristics and agent 1b pick more orders closer to the due date.
However, agent 1b has a higher earliness per order indicating a slightly lesser performance. This
can also be concluded from Figure E.1, where the difference in cost for the W20 heuristics and
agent 1b is higher than before.

Overall agent 1b could pick around 10450, or around 4% less in-time orders than W20-
MCSSOR on a yearly basis. Agent 1b would pick close to 6800, or around 3% more in-time
orders than WC-FIFO and 15150 (more than 6%) more in-time orders than IP-FIFO.

38



Early and Tardy orders

w20 FIFO
W20 MCSSOR
agent 1b
agent 2

WC FIFO

WC MCSSOR
== mean % early orders

# wrs messoR = mean % intime orders
2 BN mean % tardy orders

WFB FIFO
agent 3
P FIFO
agent 3b

IP MCSSOR

agent 1

[ ) @ & E 100
Figure 6.6: Performance comparison of agents and heuristics under normal demand arrival.

Again the performance of the IP heuristics and agents 1, 3 & 3b are very similar. Again,
agent 2 shows some increase in in-time orders and decrease in maximum and mean earliness per
order. This time it even outperforms the WC and WFB heuristics on mean earliness and number
of in-time orders.

Based on Figure 6.7 we can state that agent 1b has 172 more hours of earliness than W20-
MCSSOR. Agent 1b also shows more than 114 hours less earliness than the current practice of
Kallax, WC-FIFO. Compared with IP-FIFO, the difference is even more than 243 hours per day.
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Figure 6.7: Distribution of picking completion time of orders along the due-date for normal
arrival.
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6.1.4 Increased Demand

With increased demand, decision-makers with the same waiting heuristics, but different batching
heuristics start to deviate more in performance. In Figure C.7 and Figure 6.8, we can see that
for the first time other agents show less earliness than agent 1b. Agent 2 shows very similar
performance with a slightly lower maximum earliness. Agent 3 has the same maximum tardiness,
but orders are on average 1.8 minutes less early. W20 shows the least earliness, and when
combined with FIFO, it also drastically decreases the maximum earliness.
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Figure 6.8: Performance comparison of agents and heuristics under increased demand arrival.

Agent 1 is still performing similar to the IP heuristics. Agent 3b shows an increase in
percentage of in-time orders, compared with agent 1. Agents 1b and 2 perform very similarly,
and for the first time, agent 3 has the least number of early orders and lowest cost of all agents
(Figure E.1). Previously there was a clear distinction between agents’ performance with the
normal reward function, and agent 1b with the normalised reward function. With an increased
demand, this difference seems to fade.
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Figure 6.9: Distribution of picking completion time of orders along the due-date for normal
arrival.

Based on Figure C.7 we can state that agent 1b has 316 more hours of earliness than
W20-MCSSOR. Agent 1b also shows more than 74 hours less earliness than WC-FIFO. Compared
with IP-FIFO, the difference is more than 167 hours per day.

6.1.5 High Demand

When simulating high demand, we see tardy orders. In Figure 6.10, orders are sorted first on
number of tardy orders and then on number of in-time orders. Figures C.9 and C.10 show
that IP-MCSSOR is the only decision-maker without any tardy orders. This is followed by
WFB-MCSSOR which has at least one order with a tardiness of 0.09 hours. When comparing
agent 1b and W20-MCSSOR, it can be seen that the distribution of orders picked is slightly more
skewed to the right for the heuristic, causing significant lower earliness. However, this comes
with an increase in number of tardy orders and maximum tardiness.

Unlike the observations in lower demanding scenarios where waiting heuristics are grouped
together, we see here that batching heuristics perform similar. This can be seen in Figure 6.11,
where both the decision-makers use FIFO. The performance is very similar, with IP having less
average tardiness.
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Figure 6.10: Performance comparison of agents and heuristics under high demand arrival.

Of all agents, 1b has the least amount of tardiness, and 1 has the most orders picked in-time.
Agent 2 drastically increases the amount of tardy orders but both agents 3 and 3b increase this
even more. Putting their performance close to all the FIFO heuristics.
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Figure 6.11: Distribution of picking completion time of orders along the due-date for high arrival.

In Figure E.1, we see that IP-MCSSOR has the lowest cost per order, followed by WFB-
MCSSOR,W20-MCSSOR. and agent 1b, respectively. We can also see that a large number of
tardy orders for agents 3 and 3b and the FIFO heuristics cause a drastic decrease in the reward,
meaning a substantial increase in cost.

As stated, agent 1b picks less tardy orders than W20-MCSSOR. On a yearly basis this would
cause around 251 and 837 tardy orders respectively. Both these numbers are small compared with
more than 836000 tardy orders per year IP-FIFO and WC-FIFO would cause. The reduction
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of tardiness for agent 1b comes with a price of additional holding cost. For agent 1b the total
earliness per day increases to with 566 hours compared to W20-MCSSOR.

6.1.6 Real Demand

Due to the combination of different intervals between cut-off times, and the variance in arrival
rate, the distributions shown in Figure 6.13 have a unique pattern. From Figures C.12 and 6.12,
it can be concluded that MCSSOR heuristics cause significantly less tardiness. As a consequence
of this, the distribution is pushed more to the left of the due date and therefore cause an increase
in earliness. Of these heuristics, W20-MCSSOR seems to have the highest number of orders
picked in-time. Compared to this heuristic, agent 1b has significantly less orders in-time, but has
half the number of tardy orders. Both WC-FIFO and IP-FIFO have significantly more tardy but
also in-time orders. A significant decrease in maximum earliness and mean earliness per order
can be seen when compared to the other graphs in Figure 6.13.
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Figure 6.12: Performance comparison of agents and heuristics under real demand arrival.

Agent 1 has slightly less tardiness and slightly more in-time orders than 1b, making agent 1
the best performing in real arrival, but closely followed by 1b. Agent 2 introduces a significant
amount of tardy but also in-time orders. Agent 3 and 3b repeat this, but with significantly more
tardy than in-time orders.

In Figure E.1, we see that the low tardiness translates to lower cost for IP-MCSSOR, WFB-
MCSSOR,WC-MCSSOR, and agent 1. Agent 2 seems to make up for it’s tardy orders with
having less earliness, and therefore gets an lower average cost per order than agent 1b.

Based on Figure 6.13 we can see that WC-FIFO had the lowest earliness related cost of the
decision-makers shown in the figure. IP-FIFO already shows an increase of more than 157 hours
of earliness per day. W20-MCSSOR shows even more than 1646 hours increase and agent 1b
tops it all with an increase of 1904 hours of earliness per day. This earliness comes with a cost of
tardy orders however. On a yearly basis the current practises of Kallax (WC-FIFO), would leave
around 40250 tardy orders per year. IP-FIFO could decrease this to around 35000. Both these
values are large compared to the 3140 tardy orders of W20-MCSSOR, or the 1570 orders of agent
1b, a decrease of more than 96%.
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Figure 6.13: Distribution of picking completion time of orders along the due-date for real arrival.

6.1.7 Peak Demand

The percentages of early, tardy and in-time orders are shown in Figure C.15 per day of the
simulation. On day 1, agent 3 and 3b already show tardiness while the first real peak is on day 2.
Agent 2 starts to have tardy orders at the first peak, but significantly less than agents 3 and 3b.
All decision-makers show tardiness on day 8, which is the first normal day, with no extended due
dates. So in all cases the bullwhip effect of the peak is still in the system. Agent 1b shows the
most in-time orders picked on days 9 and 10. On day 11, agents 1 and 1b, and all MCSSOR
heuristics show the expected performance for a normal day. Agent 2 is fully recovered by day 13.
Agents 3 and 3b, and all FIFO heuristics do not recovered by the end of the simulation, which is
more than a week after the last peak.
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Figure 6.14: Lateness distribution for the full simulation of peak demands

Figure 6.14 shows that both heuristics WC-FIFO and IP-FIFO have significantly more
tardiness. Overall the lateness is more evenly distributed, with a lower earliness than the other
two graphs. W20-MCSSOR seems to have the distribution slightly more right of the due date,
with a slightly higher maximum and average tardiness. This also gives a slightly lower maximum
and average earliness. Overall, agent 1b seems to recover the fastest, with having the least
tardiness on non peak days. Once W20-MCSSOR is also recoverd, it shows a bit more in-time
orders as is seen in the normal demand analyses.

6.2 Experiment 2

We measured the effect of both the “what” (A) and “when” (B) decision by the means of a full
factorial analysis. In Figures 6.15a and 6.15b, the effect can be seen on earliness and tardiness
for different demands, respectively. Figure 6.15¢ shows the range on which the average earliness
and tardiness per order per episode occurred.

To determine whether the gathered results are statistically significant, we repeat each test 10
times. We define eé- as the main effect of decision j for replication i (with i € (1,10)), calculated
according to the formulas in Section 5.2. The mean effect will be calculated according to the
equation below:

g ==L (6.1)
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We also define sz (variance):

. 2
ei —(e);

n

Finally we define a confidence interval for the expected main effect (E (e;)) with the use of
the student-t value (t,,_; 1_q/2). This is an approximate interval for a confidence of 100(1 — «)
percent confidence.

&j T tn_1,1-a/2y/S;/n (6.3)

If the confidence interval for E (e;) contains 0, we conclude that the results are not significant.
Otherwise, we can conclude that the measured effect is significant (Law, 2015). The error-bars
for these intervals are plotted in Figure 6.15a and 6.15b. Since the interval is very small in most
cases, the results are also shown in Table C.1. For both decisions in low, decreased and normal
demand, we do not measure any effect on tardiness. All other measurements are shown to be
significant.
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Figure 6.15: Results of the 22 factorial design
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From these figures we can make the following inferences:
1. Effect on Earliness (Figure 6.15a)

(a) For low, decreased, and normal demand scenarios, we see that the magnitude of the
effect of B is larger than the effect of A. This means that the effect of B is more
substantial. We can see that, if the arrival rate increases, the effect of both decisions
become larger. This is more clear in Table C.1.

(b) For increased and high demands, we see a drastic increase in the magnitudes of effects,
meaning that the effect of both decisions is more substantial for higher arrival rates.
The effect of B is still the largest of the two in for both demands, but we see increased
demand that the effect AB has an even larger magnitude. This means there is a
dependency between the decisions.

2. Effect on Tardiness (Figure 6.15b)

(a) For low, decreased and normal scenarios, the effect of both decisions is zero. This
means that no effect is found for both decisions in scenarios with lower arrival rate.

(b) For increased demand, we can see both decisions have an effect on tardiness. However,
the effect is not greater as that on earliness, as can be seen in Figure 6.15a.

(¢) Under high demand scenario, we see a drastic increase in the magnitudes of both
effects, with effect of decisions A being the most substantial for high demand. In both
increased and high demand scenarios, A has the largest effect.

6.3 Strategy Analyses

In this section we take a closer look at the behaviour of the agents. We try to get a better
understanding of the strategies they use for the on-line order batching process.

For each analysis, we use the plots in Appendix D, the statistics in Table 6.1, and Figure 6.16.
In this last figure, we show what the robot is doing on a day under each kind of decision-maker.
We have split the waiting action into waiting with and without orders in the queue. We do this
to distinguish when an agent is “deliberately” waiting (wait) or if it has to wait since there are
no other options (empty queue).

6.3.1 Agent 1

Under agent 1, most of the time when the robot is inactive, there are no items in the queue
(Figure 6.16). In Table 6.1, we see that agent 1 seldom opts for a waiting action. This makes the
strategy look a lot like IP. This behaviour is also apparent in Figures D.4 and D.5. As soon as
an order arrives, it is picked, whereas, under other decision-makers, we see that orders spend
more time in the queue.

In Table 6.1, we can see that for high arrival, the agent acts more like FIFO than for low
arrival. We can also see that for low arrival, the average batch size is 1. This means that the
heuristics do not influence the batched orders since only one order will be picked at all times. For
low arrival, we look at Figure D.6 to see if any logic for the increased use of FIFO can be found.
Spotting when FIFO is used is difficult. A few indications that could point to FIFO being used
are longer pick times and orders that have been in the queue for a longer time. One candidate
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could be the batch that is done picking at 11.30. No apparent reason for the increased use of
FIFO could be found.

The agent is not sensitive to the due dates of the orders since no FIFO is used, mainly
because the strategy does not seem to change once the cut off time is passed. Orders that arrive
after this cut-off have a different due date, larger than the ones arriving before. If the agent
considered due dates in the strategy, we would expect to see some changes in the strategy here.

This strategy could be best described as a combination of IP with a preference for MCSSOR.

6.3.2 Agent 1b

Agent 1b waits a lot in comparison to agent 1. Overall, agent 1b waits the most. The agent only
opts to use MCSSOR and does not use any FIFO. From Figure 6.16, we can see that the agent’s
wait and pick pattern is most comparable with that of a WC of WFB heuristic. In the last plot,
however, we can see that the strategy differs a bit since it spends some more time waiting than
the heuristics during periods of low demand on a day with variable arrival.

In the Figures D.4 and D.5, we observe that the agent seems to pick within a somewhat
fixed time interval. For normal arrival, this time interval seems to be smaller and vary a bit
more than for low, and it does not wait anymore in high demand scenarios.

This strategy could be best described as a time window batching combined with MCSSOR,
where the time window is adaptive to the demand.

6.3.3 Agent 2

Agent 2 shows the same trend for different demanding scenarios as agent 1b. In general, the
batch sizes are smaller, and the agent waits less. Agent 2 also uses FIFO considerably more
than the previous two agents, but uses is relatively little in the high demanding scenarios. This
could mean that agent 2 uses smaller batch sizes and less efficient batching heuristics (FIFO) to
decrease tardiness. This strategy is less effective for earliness in higher demanding environments,
as can be seen in Figure D.6.

The strategy of agent 2 combines waiting, FIFO, and smaller batch sizes too, presumably,
reduce earliness.

6.3.4 Agent 3

In Table 6.1, we see that agent 3 only opts for waiting for 13% of the decision-moments in low
arrival. We see that this number decreases for higher arrival rates, meaning that the agent has
some sort of understanding of its environment. In Figure D.4, we can see that the agent, in some
cases, does wait with orders in the queue for a short amount of time. In Figures D.6 and D.3, we
can see that in high demand, the agent is constantly picking. In Table 6.1, we can see that it
does this with one of the smaller batch sizes of the decision-makers. This might be one of the
reasons for the large number of tardy orders in this scenario.

Unfortunately, for both agents 3 and 3b, finding insights on the batching strategy is difficult
due to its complexity. We can only draw a conclusion on the waiting heuristic, which is, in this
case, imitates an IP with some added waiting depending on the demand.
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6.3.5 Agent 3b

In Table 6.1, we see that in all scenarios, agent 3b tries to pick orders 100% of the decision-
moments. This makes it effectively IP since an order is picked as soon as an it arrives. We can
see that agent 3b does make larger batches than agent 3, which might be the reason for the
slightly better performance on the tardiness of this agent.

Again, we did not succeed in finding any insights on the batching heuristics, but the waiting
strategy is ultimately IP.
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Figure 6.16: The robots’ activity over time in different demanding environments.
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agent 1 | agent 1b | agent 2 | agent 3 | agent 3b | W20-MCSSOR | IP-FIFO

Wait 0.01 95.26 80.76 13.59 0.00 93.96 79.44

Pick 99.99 4.738 19.24 86.41 100.00 6.04 20.56

Low FIFO 8.24 0.00 9.73 X X X 20.56
MCSSOR 91.75 4.74 9.52 X X 6.04 X

Batch size 1.00 5.00 1.73 1.00 1.00 4.00 1.00

‘Wait 0.03 80.12 66.39 4.33 0.00 78.69 38.76

Pick 99.97 19.88 33.61 95.67 100.00 21.31 61.24

Normal | FIFO 5.75 0.00 22.02 X X x 61.24
MCSSOR 94.22 19.88 11.59 X X 21.31 X

Batch size 1.06 5.00 3.01 1.11 1.06 4.69 1.06

‘Wait 0.00 0.73 0.60 0.00 0.00 2.71 0.15

Pick 100.00 99.27 99.40 100.00 100.00 97.29 99.85

High FIFO 11.25 0.00 39.37 X X X 99.85
MCSSOR 88.75 99.27 60.03 X X 97.29 X

Batch size 4.99 5.00 3.90 4.69 4.97 5.00 4.99

Wait 0.02 66.28 42.16 6.48 0.00 65.14 42.77

Pick 99.98 33.72 57.84 93.52 100.00 34.86 57.22

Real FIFO 10.56 0.00 24.67 X X X 57.23
MCSSOR 89.42 33.72 33.15 X X 34.86 X

Batch size 3.72 4.97 3.63 3.55 3.75 4.84 3.77

Table 6.1: Percentages of each action taken and average batch size
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7 Conclusion and Discussion

In this section we conclude on the results of this project. Subsequently, we will discuss these
results with managerial implications, the limitations of this project and possible future work.

7.1 Conclusion

In Appendix E, we have summarised all the results in matrices. Based on the analyses, we can
conclude that W20-MCSSOR is the overall best heuristic approach. This decision-maker shows
that the newly introduced FTWBC approach can outperform current practices and commonly
used on-line order batching methods like FTWB.

Multiple agents have proven to be successful in at least one scenario. Among those, agent 1b
is the best overall performing agent that can keep up with the performance of W20-MCSSOR
with limited training time. Noteworthy is the performance of agent 2 in scenarios with low too
increased demand. It can outperform the simpler agent 1, showing that a more complex agent
shows potential, especially regarding minimising earliness.

Based on the analyses in Section 6.3, we can conclude that agents 3 and 3b have trouble
understanding their action and/or observation space. The performance of agent 3 is significantly
worse than those of simpler heuristics, where the only difference is the action space. Since the
agents have (almost) the same waiting strategy as IP, the difference in performance is due to
the batching strategy. Based on this, we can conclude that in the current implementation of the
agents, DRL cannot solve a more complex version of the OOBP, where it needs to make both
decisions fully independent.

In Section 3, we show that much research has been done on the OOBP. Most solve the
problem using some form FTWB or VITWB combined with various degrees of complexity for the
batching heuristics. Very few works consider earliness in the OOBP. We have found no papers
that focus on minimising tardiness and earliness as an objective in a dynamic environment with
fluctuating demand. This answers our first sub-question: What are the existing methods for
solving the problem of on-line batching?

Our second question; - How does each of the decisions contribute to the overall objective? - is
answered in Section 6.2. We showed that the “when” decision has the most influence on earliness,
and the “what” decision on tardiness. In higher arrival rates, the influence of both decisions
becomes larger, with the latter one having significantly more effect. In the current setup of the
experiment, both decisions have no effect on tardiness in lower demanding scenarios, making
“when” more critical in these cases and “what” more critical once the arrival rate increases.

Next, we answer the question; How does the batching agent perform compared to current
practices?. Agent 1b can outperform all the traditional baselines that we tested against in most
cases. In all cases, it can outperform the current WC-First In First Out (FIFO) practice that
Kallax is currently using.

Lastly, we check; How does the batching agent adapt to changes? In Section 6.3 we show
that most of the agents can adapt to changes in the environment. Agent 1b adapts the time
between picking actions and the number of waiting actions based on the demand it is dealing
with. Agent 1b is also the first to recover from the bullwhip effect caused by the peak demands.
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Finally, we address the main research question of this project:

How can the introduction of a machine learning agent optimise the on-line batching
for an automated picking system?

The on-line order batching process can be optimised by the introduction of a DRL using PPO.
When the agent is given an action space where it can choose between waiting or picking with
different heuristics, the agent shows a good performance. When using a reward function that
is not normalised for the arrival rate, letting the agent select the batch size shows significant
improvement in most scenarios.

Based on the obtained results in Section 6.1, we can state that we have successfully imple-
mented a DRL agent to tackle the OOBP in an environment with variable demand.

7.2 Discussion
7.2.1 Implications

The experiment with realistic demand could be seen as a simplified simulation of reality. Based
on the results gathered in this experiment, we can say that agents 1, 1b and 2 show potential
for implementation in the setup of Picker.Al in the warehouse of Kallax, which is currently
using WC-FIFO. These agents will significantly decrease the number of tardy orders by the
robot at a small cost of increased earliness. If Kallax prioritises in-time orders over tardy orders
but still want to decrease their tardiness, we would recommend agent 2. This will decrease the
number of orders picked in time from 60 % to 58.8% and decrease tardiness from 7% to 1.5%.
W20-MCSSOR would be the most fitting heuristic, with the focus a bit more on decreasing
tardiness compared with agent 2. If tardiness is the highest priority, we recommend agent 1b,
since it has a similar performance as agent 1, but is more adaptive to changes. Another option
could be upgrading their current WC-FIFO heuristic to a WC-MCSSOR. or IP-MCSSOR, which
will drastically decrease the number of tardy orders.

7.2.2 Limitations

For most DRL problems, the possibilities are endless. In this project, many different features
for the observation space have been investigated and in all kinds of combinations. The same is
true for the reward function. Any new feature or different setting in the environment gives rise
to new possible combinations and exponentially increases the time needed to test everything.
This calls for efficient testing and assumptions to find combinations of settings and features that
work well. Each of these tests depends on the hyperparameters of the training model. After
hyperparameter tuning, it seems likely that the default parameters of Stable Baselines that we
used are not sufficient for most of the settings that we tested for. This might have caused us to
reject models that would have given good results for different hyperparameters.

We also recognise that the training time set for the agents might have been too little to
develop complex strategies and cause the agent to settle for a local optimum. If we look at the
closely related work of Cals et al. (2021), we see that the agent is trained for 7.5 - 10° time-steps.
The model they train has a complexity comparable with agent 1 or 2. Both these models are
trained for less than 7.5-10° time-steps. We selected the number of time-steps based on the point
where the agent’s reward started to converge, and no more improvement was found. However,
if longer runs are done (also with different hyperparameters), maybe the agent will show the
capability of learning more complex strategies than we have seen.
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Lastly, we want to mention that most of the exploration for the reward function and state-
space has been done using agent 1. Due to time constraints, we assumed that the settings would
be sufficient for the other agents. However, it might be possible that the other agents, agent 2
and 3, could perform better if the state space and/or reward function were slightly modified.

7.2.3 Future Work

The current methods show promising results, but a lot could be done to improve this. Our first
suggestion would be to create an agent 2b. Agent 2 shows better performance than agent 1, with
the only difference in the action space. Agent 1b shows even better performance, with the only
difference from agent 1 in the reward function. Combining the reward function of 1b with the
action space of 2 might show an even better performance.

In the strategy analyses, we show that agent 1b does not adapt its strategy to the due date.
This is needed for better performance. To emphasise this due date, one could consider adjusting
the formula of W, to give an exponentially higher value for orders picked closer to the due date.
Or one could drastically increase the reward given after €.

As mentioned before, agents 3 and 3b seem to have difficulty with order batching. The
complexity of this problem is significantly larger than the complexity of “when” to batch. This
can be seen in the larger action space of agents 3 and 3b with more than 57 million combinations.
This, combined with the larger observation space of agent 3b, will give many more possible
combinations, causing the agent to need more samples to learn from, drastically increasing
the computational time and power needed to train. In theory, the best practice would be to
start picking as late as possible and create batches that are picked as fast as possible. Finding
a strategy like this would be extremely hard for the agent since, with a multi-objective, the
decisions are codependent. Two decisions need to be optimised for two objectives. Moreover, the
objectives are contradicting, since decreasing earliness might cause an increase in tardiness. All
these combined problems make the current approach of complex agents unsuitable for finding a
solution. So a possible solution might be to create a multi-agent approach, where both decisions
are separated and have their own objective. Agent 1b has already proven to be successful in
learning when to wait or pick to decrease earliness while keeping tardiness at a minimum. This
means that we only need the second agent to learn how to batch. This can be done with a reward
function that rewards shorter pick-times for larger batches and penalises tardiness. This agent
can be trained in a simpler training environment, with shorter episodes, which will significantly
improve the computational speed, and can therefore learn from more samples. Once this agent is
trained, we can train the “when” agent using a simpler observation space and an action space
where it can only choose between wait or pick. While the “when” agent wants to pick, the “what”
agent is used to create the batch.

This approach changes the problem of learning through one agent 2 decisions with 2 objectives
into a problem of two agents, each with a multi-objective but a single decision. Separating the
training environments of these agents might make the translation between the taken decision
and the received reward easier to understand.
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Appendices

A  Methods

A.1 Faulty Action Correction Process

Since the action space is not variable, agents need to predict values for all elements of the action
space. For agents 3 and 3b, this means that the agent could select a waiting action and return
orders to the batch. In this case, the created batch will be ignored, and a waiting action will
be executed. However, if the agent decides to pick, some outputs need correction to keep the
simulation working as supposed. The agent may select orders that do not exist. For example, if
there are only five items in the queue, and the agent wants to select order number eight, this is
impossible. In such a case, we ignore all infeasible orders and only select the subset of orders
from the batch that are present in the queue. If no such feasible subset exists, the picking action
is changed to a waiting action. If the action presented by the agent needs any of these corrections,
the action is labelled as a faulty action. The way we correct the faulty selection of batch is shown
in Figure A.1.
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Figure A.1: Process flowchart of simulation with faulty action correction.
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A.3 Hyperparameter Tuning
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agent 1 agent 1b agent 2 agent 3 agent 3b
batch _size 64 256 512 64 16
n_steps 2048 8 256 64 64
gamma 0.98 0,99 0,98 0,95 0,9
learning _rate 9.814225821531694¢-05 | 0.00027253913720722104 | 3.6925967541667603¢-05 | 1.4113447761306228¢-05 | 0.00014391182469395268
ent coef 4.091993456512464e-06 | 1.8071034555545138e-08 | 0.008843732660054768 0.0006560231751191768 | 1.5971147549297592e-07
clip_range 0.3 0,1 0,3 0,1 0,2
n_epochs 5 5 1 20 1
gae_lambda 0.8 0,99 0,98 1,0 0,92
max_grad norm | 0.6 0,33 0,9 0,9 0,9
vf_coef 0.09220012500781494 0.6900207139180505 0.5791862838341625 0.26551629189032355 0.7461883203789238
net _arch small small medium small small
activation _fn tanh relu tanh tanh relu

Table A.1: Best hyperparameters after tuning
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B Experiments

B.1 % In Time Calculation

To calculate the percentage of orders picked in time, we look at a static environment. In a static
environment, the robot has a maximum throughput of approximately 100 orders/hour using
MCSSOR (tmaz). After the simulation has run, we check how many orders are received with
one common due date ¢ (6;). We denote this number as N;. This gives us a theoretical latest
possible time that the robot needs to start picking without creating any tardy orders (&;).

51 — & = (B.l)

For example, if 400 orders have arrived with a due date at 16:00h, the robot’s latest
possible time to start picking is at 12:00h. This would be in a static environment; in a dynamic
environment, not all orders would be in by noon, and so possibly less efficient batches can be
made. This makes tcq1y a strict upper-bound, and the real value is likely lower. However, since
the exact solution to this problem is NP-hard (Nataraja et al., 2022), this simple variant of tcqy
will be used to set the time frame for in time orders. As illustrated in Figure B.1, orders fulfilled
before t.q.1, are marked as early, orders picked between t.q., and the due date are labelled as in
time, and all orders that are picked after the due date are considered tardy.

Early In time Tardy

v

™
)
g

Figure B.1: Labelling of orders as early, in time, or tardy
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C Results

C.1 Experiment 1
C.1.1 Low Demand
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Figure C.1: Distribution of picking completion time of orders along the due-date for agents
before and after hyperparameter tuning, in low demand.
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Figure C.2: Distribution of picking completion time of orders along the due-date for heuristics in
low demand.
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C.1.2 Decreased Demand
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Figure C.3: Distribution of picking completion time of orders along the due-date for all
decision-makers in decreased demand.
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Figure C.4: Mean cumulative reward per decision-maker for decreased demand with episodes of 5
days
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C.1.3 Normal Demand
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Figure C.5: Distribution of picking completion time of orders along the due-date for all
decision-makers in normal demand.
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Figure C.6: Mean cumulative reward per decision-maker for normal demand with episodes of 5
days
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C.1.4 Increased Demand
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Figure C.7: Distribution of picking completion time of orders along the due-date for all
decision-makers in increased demand.
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Figure C.8: Mean cumulative reward per decision-maker for increased demand with episodes of 5
days
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C.1.5 High Demand
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Figure C.10: Distribution of picking completion time of orders along the due-date for heuristics
in high demand.
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Figure C.11: Mean cumulative reward per decision-maker for high demand with episodes of 5
days
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C.2 Real Demand
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Figure C.13: Mean cumulative reward per decision-maker for real demand with episodes of 5
days
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C.2.1 Peak Demand
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Figure C.14: Distribution of picking completion time of orders along the due-date for peak
demand.
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C.3 Full Factorial Analyses

demand | early/tardy | decision | mean effect | confidence interval
carly A -0.054 [-0.055, -0.053]
low B -0.168 [-0.169 ,-0.167]
tardy A 0.0 [0.0, 0.0]
B 0.0 [0.0, 0.0]
early A -0.070 [-0.070, -0.069]
decreased B -0.181 [-0.181, -0.180]
tardy A 0.0 [0.0, 0.0]
B 0.0 [0.0, 0.0]
carly A -0.092 [-0.096, -0.089]
normal B -0.168 [-0.171, -0.165]
tardy A 0.0 [0.0, 0.0]
B 0.0 [0.0, 0.0]
early A 1,013 [0.912, 1.113]
increased B 1,067 [0.955, 1.179]
tardy A -0.327 [-0.414, -0.241]
B -0.327 [-0.413, -0.241]
carly A 1.445 [1.406, 1.485]
high B 1.657 [1.621, 1.693|
tardy A -7.142 [-7.420, -6.864]
B -2.520 [-2.757, -2.284]

Table C.1: Effect of each decision with 95% certainty interval
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Figure D.1: Robot’s activity over time in decreased demanding environment
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Figure D.2: Robot’s activity over time in increased demanding environment
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Figure D.3: Robot’s activity over time in high demanding environment
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Figure D.5: The arrival and processing of orders over time in normal demand

82



1030 1100 w30 200 230 300
Time

(a) Agent 1

1630 1100 w0 200 20 200
Time

(b) Agent 1b

1200
Time

(e) Agent 3b

Figure D.6: The arrival and processing of orders over time in high demand
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E Results Overview

Below, we show a summary of most results shown discussed in Section 6.1. Each colour gradient
scale is set separately for each demand, with green being the best scoring.

Decreased |Nomral |Increased |[High

0.9683 [0.9681

0.9674|0.0676  |o.o678 [0.9681  [0.5192]0.9400

agent 3b 0.9676

agent 1b

IP-MCSS0R
WFB-FIFD 0.9679 |0.5676
WFB-MCS50R0.9672 |0.9676
W20-FIFO 0.9687
W20-MC550R|0.5687
WC-FIFO 0.9683
WC-MCSS0R |0.5683

Figure E.1: Overview of average reward per picked order.
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Figure E.2: Overview of mean earliness per order.
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