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A A-Cut and Goal-Programming-Based Algorithm
for Fuzzy-Linear Multiple-Objective
Bilevel Optimization

Ya Gao, Guangquan Zhang, Jun Ma, and Jie Lu

Abstract—Bilevel-programming techniques are developed to
handle decentralized problems with two-level decision makers,
which are leaders and followers, who may have more than one
objective to achieve. This paper proposes a A-cut and goal-
programming-based algorithm to solve fuzzy-linear multiple-
objective bilevel (FLMOB) decision problems. First, based on the
definition of a distance measure between two fuzzy vectors using
A-cut, a fuzzy-linear bilevel goal (FLBG) model is formatted, and
related theorems are proved. Then, using a A-cut for fuzzy coef-
ficients and a goal-programming strategy for multiple objectives,
a A-cut and goal-programming-based algorithm to solve FLMOB
decision problems is presented. A case study for a newsboy problem
is adopted to illustrate the application and executing procedure of
this algorithm. Finally, experiments are carried out to discuss and
analyze the performance of this algorithm.

Index Terms—Bilevel programming, decision making, fuzzy
sets, goal programming, multiple-objective linear programming,
optimization.

1. INTRODUCTION

ILEVEL-PROGRAMMING techniques, which are initi-
B ated by Von Stackelberg [39], are mainly developed to
solve decentralized management problems when decision mak-
ers are in a hierarchical organization, with the upper termed as
the leader and the lower termed as the follower [4]. In a bilevel
problem, the control of decision factors is partitioned among
the leader and the follower who seek to optimize their individ-
ual objective functions, and the corresponding decisions do not
control, but affect that of the other level [1]. A leader attempts
to optimize his or her objective; however, he or she must antic-
ipate all possible responses from the follower [22]. A follower
observes the leader’s decision and then responds to it in a way
that is individually optimal. Because the set of feasible choices
available to either decision makers is interdependent, a leader’s
choice will affect the follower’s decision, and vice versa. The
investigation of bilevel problems is strongly motivated by real-
world applications, and bilevel-programming techniques have
been applied with remarkable success in different domains, such
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as decentralized resource planning [41], electronic power mar-
ket [16], logistics [43], civil engineering [2], and road-network
management [14].

A large part of the research on bilevel problems has centered
on their linear version, i.e., the linear bilevel problems [40].
Nearly two dozen algorithms [5], [9], [13], [25], [34]-[36] for
linear bilevel problems have been proposed. These computation
algorithms can be roughly classified into three categories: the
vertex-enumeration-based algorithms [5], [34], which use the
important characteristic that, at least, one global optimal solution
is attained at an extreme point of the constraints set; the Kuhn—
Tucker algorithms [9], [35], [36], in which a bilevel problem
is transferred into a single-level problem that solves the upper
level’s problem while including the lower level’s optimality
conditions as extra constraints; and the heuristics [13], [25],
which are known as global optimization techniques based on
convergence analysis.

When using bilevel techniques to model real-world cases, two
practical issues are frequently confronted.

First, when formulating a bilevel problem, the coefficients
of objective functions and constraints are sometimes obtained
through experiments or experts’ understanding of the nature
of those coefficients. It has been observed that, in most situ-
ations, the possible values of these coefficients are often only
imprecisely or ambiguously known to the experts and cannot
be described by precise values. With this observation, it would
certainly be more appropriate to interpret the experts’ under-
standing of the coefficients as fuzzy numerical data that can
be represented by means of fuzzy sets [42]. Linear bilevel pro-
gramming in which the coefficients are characterized by fuzzy
numbers is called fuzzy-linear bilevel programming [44].

Lai [22] and Shih et al. [38] first applied a fuzzy approach to
bilevel programming, although the bilevel problems addressed
do not involve fuzzy coefficients. Sakawa et al. [33] have
adopted the method suggested by Zimmermann [47] to make
an overall satisfactory balance between both levels and devel-
oped an interactive fuzzy algorithm. This algorithm derives a
satisfactory solution and updates the satisfactory degrees of de-
cision makers with considerations of overall satisfactory balance
among all levels. In our research laboratory, an approximation
algorithm has been developed [15], [44], which is based on the
framework building and models formatting [26], [27]. Solutions
can be reached by solving associated multiple-objective bilevel
(MOB) decision problem under different A-cuts.

Second, for a bilevel decision problem, the decision makers
from either level may have several objectives to be considered

1063-6706/$26.00 © 2009 IEEE



simultaneously. Often, these objectives may be in conflict with
each other, with any improvement in one achieved only at the
expense of others. While multiobjective optimization has been
well-studied in single-level decision making [3], [11], [12], [29],
little research has been conducted in two levels’ situations [40].
In a bilevel decision model, the selection of a solution by a leader
is affected by the follower’s optimal reactions at the same time.
Therefore, a solution for a leader, who has multiple objectives,
needs to consider both the solution for the leader’s multiple
objectives and the follower’s decision.

For bilevel multiobjective problems, Shi and Xia [37] have
presented an interactive algorithm. It first sets goals for a leader’s
objectives and then obtains many solutions those are close
enough to the goals, which are set to be larger than some certain
“satisfactoriness.” Fixing the preferences from a leader, the fol-
lower’s response will be obtained one by one. The final solution
can be obtained once a follower’s choice is near enough to that
of the leader. In this method, to set a suitable ‘“‘satisfactoriness”
would be critical: If it were too big, there would be no solution
at all, while a value that is too small would cause huge computa-
tion. However, to set a suitable “satisfactoriness” is neither easy,
nor direct, which requires preliminary knowledge and profound
understanding of the original problem.

When both these two practical issues are involved in bilevel
decision making, the problems become fuzzy multiobjective
bilevel decision problems for which only extremely limited re-
search has been done. Zhang et al. [45] developed an algo-
rithm to fuzzy-linear MOB (FLMOB) problems by using a A-cut
method to defuzzify fuzzy coefficients and a weighting method
to combine multiple objectives into only one. As straightfor-
ward to understand and easy to implement as the weighting
method is, setting a suitable weight to every individual objec-
tive is sometimes difficult. Usually, it is more rational and fea-
sible for decision makers to set certain goals for their objectives
than allocate weighting numbers to them. In such a situation,
goal programming would be a suitable technique for FLMOB
problems.

Goal programming, which was originally proposed by
Charnes and Cooper [6] for a linear model, has been further
developed by Charnes and Cooper [7], Ignizio [18], [19], and
Lee [23]. For recent research on goal programming, see [17],
[24], [28], [30], and [31]. Goal programming requests a decision
maker to set a goal for the objective that he/she wishes to attain.
A preferred solution is then defined to minimize the deviation
from the goal. Therefore, goal programming seems to yield a
satisfactory solution rather than an optimal one.

This research applies the idea of goal programming to
FLMOB problems. Based on the formulation of an FLBG de-
cision problem, it is proved that the solutions can be obtained
by solving the corresponding linear bilevel decision problem,
which can be handled easily by Kuhn—Tucker and simplex al-
gorithms. Therefore, it is possible for the algorithm, which is
developed in this research, to deal with FLMOB problems stably
and effectively.

This paper is organized as follows. Following the introduction
in Section I, Section II introduces related definitions and for-
mulations. In Section III, after defining a A-cut-based distance

IEEE TRANSACTIONS ON FUZZY SYSTEMS, VOL. 18, NO. 1, FEBRUARY 2010

measure between two fuzzy vectors and modeling an FLMOB
decision problem, a A-cut and goal-programming-based algo-
rithm for FLMOB decision problems is presented. A case study
for a newsboy problem is illustrated, and experiments are an-
alyzed in Section IV. Conclusions and further studies are dis-
cussed in Section V.

II. PRELIMINARIES

In this section, some definitions and formulations used in
subsequent sections are presented.

Throughout this paper, R represents the set of all real num-
bers, R" is a n-dimensional Euclidean space, and F'*(R) and
(F*(R))™ are the set of all finite fuzzy numbers and the set of
all n-dimensional finite fuzzy numbers on R", respectively. A
finite fuzzy number is a fuzzy number whose 0-cut is an interval
where ends are finite numbers.

In a bilevel decision problem, we suppose that the leader con-
trols the vector z € X C R, while the follower has the control
overy € Y C R™.Theleader moves first by selecting an x in an
attempt to minimize his or her objective function F'(x, y), which
is subject to certain constraints. Then, the follower observes the
leader’s action and reacts by choosing a y to minimize his or her
own objective function f(x,y) under some constraints as well.
Thus, a bilevel decision problem is formatted as follows [4].

Definition 1: Forx € X C R",y € Y C R™, abilevel deci-
sion problem is defined as

min F(z,y) (1a)
reX

s.t. G(z,y) <0 (1b)
grglf(x,y) (Ic)
s.t. g(z,y) <0 (1d)

where F': R" x R" — R’, G: R" xR" - RP, f: R" x
R™ — R',and g : R" x R™ — R1.

Definition 2 [32]: The A-cut of a fuzzy set A is defined as an
ordinary set A, so that

Ay = Azlpi () = A1,

If A, is anonempty bounded closed interval, it can be denoted
by

A€ 0,1].

Ay = [AL,Aﬂ

where Ai and Aﬁ are the lower and upper bounds of the interval,
respectively.

Definition 3 [46]: For any n-dimensional fuzzy vectors a =
(a1y...,dp), b= (b~17 cee b~n), i, b € F*(R), under a certain
satisfactory degree « € [0, 1], we define

~ 7o L L R R
a =<4 b, iff a;y < b and ajy <b;

i=1,....n VA€ o, 1. (2)

Definition 3 means that when comparing two fuzzy numbers,
all values with membership grades smaller than « are neglected.
When two fuzzy numbers cannot be compared under a certain
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« by this ranking method, we can adjust « to a larger degree to
achieve the comparison.

III. A-CUT AND GOAL-PROGRAMMING-BASED ALGORITHM
FOR FUZzY-LINEAR MULTIPLE-OBJECTIVE BILEVEL PROBLEMS

A. Definitions and Theorems

Based on the fuzzy-ranking method in Definition 3, an
FLMOB decision problem is defined as follows.

Definition4: Forr ¢ X CR",y € Y CR™",F: X XY —
(F*(R))*,and f : X x Y — (F*(R))'

Hél)lle(xay) = (Enr+dny,....éaz+day)’ (a)
s.t. A1z + By <o by (3b)

ggl f(a,y) = (o + diay, ..., éoa +dpy)” (o)

s.t. Ao + Boy =4 b (3d)

where G, G € (F*(R))", dpi, dip € (F*(R)™, h=
1,2,...,s, i=1,2,...,t, by € (F*(R))P, by € (F*(R))",
Al = (dilj)pxn: Bl = (bij)pxm’ A? = (éij)qxnv and BQ =
(§ij)q XM s &ij ) bij’ éij’ §ij € F*(R)

To build an FLBG model, a distance measure between two
fuzzy vectors is needed. There are many important measures
to compare two fuzzy numbers, such as Hausdorff distance [8],
Hamming distance [10], Euclidean distance [10], and maximum
distance [21]. In this paper, a certain number of A-cuts will
be used to approximate a fuzzy number. A final solution is
considered to be reached when solutions under two adjacent
A-cuts are near enough. To help implement this strategy, a new
distance measure between two fuzzy vectors by using A-cuts is
defined as follows.

Definition 5: Letting a = (a1, dg,...,an), b= (by,
?)27 e ?)n) be n-dimensional fuzzy vectors, ® = {a < A¢ <
M < -+ < A < 1} beadivision of [« 1], the distance between
a and b under ¢ is defined as

n l
NN
D(aﬁ):mzz {af)w — b |+ laf, —bﬁj|} (4)

i=1 j=0

where « is a predefined satisfactory degree.

In this fuzzy-distance definition, a satisfactory degree « is
used to give more flexibility to compare fuzzy vectors. It is
possible that two fuzzy vectors might not be compared by
Definition 5. For example, when we compare two fuzzy vec-
tors a and b, if some of the left A-cuts of @ are less than those of
b, while some right A-cuts of a are larger than those of b, there
is no ranking relation between a and b.

To solve this problem, we can enhance the aspiration levels
of the attributes, i.e., we can adjust the satisfactory degree « to
a point where all incomparable parts are discarded. It can be
understood as a risk taken by a decision maker who neglects
all values with the possibility of occurrence smaller than «. In
such a situation, a solution is supposed to be reached under this
aspiration level. Therefore, normally, we take the same « for
both objectives and constraints in one bilevel problem.

Lemma 1: For any n-dimensional fuzzy vectors a, b, and ¢,
fuzzy distance D defined earlier satisfies the following
properties.

1) D(a,b)=0,ifa =b,i=1,2,...,n.

2) D(a,b) = D(b,a).

3) D(a,b) < D(a,é) + D(E,b).

Goals set for the objectives of a leader (gz,) and a follower
(gr) in (3) are defined as

gr = (g1, 9r2s- - 90s)" (52)
gr = (Gr1,Gras -, Gre)" (5b)
where gr;,i=1,...,s, gr;, j = 1,...,t, are fuzzy numbers

with membership functions of yj, . and pg,. ..

Our concern is to make the objectives of both a leader and the
follower as near to their goals as possible. Using the distance
measure defined in (4), we format an FLBG problem as follows.

Fore€e XCR'", ycYCR", F: X xY — (F*(R))®,
and f: X x Y — (F*(R))!, we have

5%1)1(1 D(F(x,y),3z) (6a)
st. Ajz + By <o by (6b)
min D(f(x,y),gr) (6¢)
s.t. Ay + Byy =g by (6d)

where A1 = (dij)an, 31 = (bij)pXm’ A2 = (éij)qxn’ BQ =
(8i7) grem > Qi bij,€ij,5ij € F*(R),and o is a predefined satis-
factory degree.

From Definitions 3 to 5, we transfer problem (6) into

. A 1 s 1
mip <5 >

h=1j7=0

L L L
S, T dyia, Y~ 90, ‘

R R R
+ ’Chlka Ty, Y = 9, ‘} (7a)
s.t. Alijx + B1§Uy < b1i7
A1§j$ + B1ij < b1f7

(7b)
a1 !
mip =533 |

R R R
+ ‘CMW T +din, Y~ Ipin

L L L
Cian, T+ diQ)»j Y= 9, ’

} (7¢)

J

S.t. Agi/ T+ Bgiy Yy S bgi]_
AQZ, T+ Bzf/ y < bzi

j=0,1,...,1 (7d)

where ® = {a <) <A; <--- <A <1} is a division of
[a, 1].

For a clear understanding of the idea that is adopted, let us
define

1
I—
Up1 = § [

I ! I

L L L
Z G, Tt Z dyyp, Y~ ZQLMJ
j=0 j=0 j=0



1
(zcmwzdhmy z)]
7=0
1 1
7=0
1
7=0
1 1
R— __
U1 —2[ )\l‘+zdmy ZQLMJ
7=0
1
R
7=0
1 1
R+ __ R
7=0
1
R
+< }zkx+zd}zlky Zgul )1
7=0

ZCM x""zdmk y- ZQFLA

1
Vio 25

E:CZA““FE:d oY §:9FM7>1

L+

ZC )\x+zd12)\y ZgFL)\,J
l

+ E:CZMQ“*EIdﬂxy“§:9§Mv>]
=0

[
(2
>
(
P
(3
it
E

) ®)

where v,fl_ and vﬁfr are deviational variables representing the
underachievement and overachievement of the hth goal for a
leader under the left A-cut. Terms v,]fl and vhl are deviational
variables representing the underachievement and overachieve-
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ment of the Ath goal for a leader under the right A-cut. Terms
vh ™, vl vk, and vi " are for a follower, respectively.
Associated with the linear bilevel problem (7), we now con-

sider the following bilevel problem.

L— L+  R— R+ L= ylt oR= yf+ 45
For (v 71’411 ’U1L1 ’UIL1+7”R’U31 éisl » Us1 > L)+ ]?;
i 5 - -
X C X X R™, (v, v > 01y » U1y 5o,V v”t2 > Vi2 s
vt2 e RY Y CLY X ]L%‘” llf?:ttlnng = (xl,L. o Ln) GBX,
+ - R+ - L+  R-
x = (21, ... fcn’ Ui Vrn s> Vit s Ui e Vst s Uer s U s
; _
il ) EX (yla""ym)e}{/’ yR_ (y1>~--,ym, V19 »
- L+ —- "R+ .
vyt ol ’U12 e Uy L Uiy, Uy, Uy ) € Y and vy, vg:
X' xY' — R.
S
: L— L+ R— R+
min v; = E (vyy o +u +u) (9a)
z'eX’
h=1
l 1
L L L
st Zchlk]x""zdhmjy"'vhl — vy Zgum
j=0 i=0
1 l
R R R
ZC}L1AJm+Zd}I,1A1y+UILI — o Zth
i=0 =0
L— L+ ,R— R+
UpT 5 U1 U V1 20
L— L+ _ R— R+ _
vy v =0, Upr U1 =0
h=1,2,...,s
Ak o4+ By <k
13, 13,9 =01y,
AR B y<bh?
1)‘1' 1)‘jy_ 1)‘./
j=0,1,...,1 (9b)
t
min vy = (v + v+l + ) (%)
y'e

i=1

S.t. ZCZ)L 1’+Zd2)\‘ y+U12 - 22 Zng)\.

l l
R R R—
ZCiZ)\,‘,x_FZdiQ)\,Jy%_UTZQ - 12 Zng)\.
j=0 j=0

oL oLt pR-
22 7U72 ) 12 ’ 72 >0
L Lt _ R— R+ _
vy Uy =0, Uiy v =0
1=1,2,...,t
Ak x4+ Byt oy < byt
20, TV =0,
Al x4+ Byt y < byt
23, 2), Y= 02),
7=0,1,...,1. 9d)
. : % Ix\ * L—x% L+x R—*
R{heorem L] Letgfg (9% .Y })2: (2%, vlLl , UlL1+ , U}% ,
* —% * —% * * * —%
v%Jr ,...,vil ,vi1+ , U§1 , R+ , YS, Uy s Uiy s Uiy s
* —% * * * .
Vi U, U, va , U5 ") be the optimal solution

to bilevel problem (9), (z*,y*) is the then optimal solution to
the bilevel problem defined by .
Proof: See the proof of Theorem 1 in the Appendix.
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Adopting weighting method, (9) can be further transferred as
follows:

o 4 1
ip, i o (o
s l
s.t.cix + dly +ov — U;r = ZZ (gflz)\,] +g§1b}h])
h=1j=0
vi,vf 20
vy cvf =0
L L L
<
Al)\]x—FBu]y_blx/
R R R
<
Al)hjx""Blka—bl)»j
j=0,1,...,1 (10b)
oy 1
min vy v (10
to
s.t. o + day = Z Z (957;)\7 + 9?{/\,)
i=1 j=0 ‘ ‘
vy vy >0
vy vy =0
L L L
<
Ag)tja:+32)\}y_b2)w
R R R
<
AQAY,IJFBQ)»Jy_bQ)‘J
j=0,1,...,1 (10d)

where v = Y0 (v + o), v = Zizl(vﬁ + vl?f)s
Vg = Zﬁl:l(vf{ + Ui}%_)’ vy = ZE:l(UiLQJr + ?iR2+)’ =
Dho12j—0 (Cﬁl)” + Cfmj), di = >2h_1 250 (dél)w +
d,‘fl,\_]), C2 = Z§:1 Zé‘:o(ciLQ)w + Cg)\j)’ and dy = Zf:l
ZZj:O(diLg)\‘j + dg)w ). In this formula, v; and v, are devi-
ational variables representing the underachievement and over-
achievement of goals for a leader, and v, and v, are deviational
variables representing the underachievement and overachieve-
ment of goals for a follower, respectively.

The nonlinear conditions of v; -v; =0, and v, - vy =0
need not be maintained if the Kuhn-Tucker algorithm [35]
together with the simplex algorithm are adopted, since only
equivalence at an optimum is required. For further explana-
tion, see [6]. Thus, problem (10) is further transformed into the
following.

For (v, v) € R?, X' C X x R?, (vy, vy ) € R%, Y' C
Y x R?, letting x = (w1, -+, 2,) € X, o' = (21, +, Tn, 0],
U_IL) EXy= 1, um) €Y, ¥ = (y1,... yYm» Uy Uy ) €
Y’ and vy, v9 : X’ x Y' — F*(R)

min vl = v, Jrvf' (11a)

(.7:.7;;,7;?r yeX’

s l

s.t.ciz+ dly + Ul_ - U;r = Z Z (géh,)\.] + gfh)w)
h=1j=0

A1§L]I + Bli},y < bli}_

A1§j$ + 312?/ < bli,

j=0,1,...,1 (11b)
min vy = vy, + vy (11c)
(y,'u‘_j;v;r)EY’
t 1
s.t. o + day = Z Z (91L-¢A7 + ggikj)
i=1j=0 '
L L < boL
AQ)\'jx + BQ)\'Jy = bQ)\,j
A2§7x+32§/y < bzfj
j=0,1,...,L (11d)

Problem (11) is a standard linear bilevel problem that can be
solved by the Kuhn—Tucker algorithm [35].

B. A-Cut and Goal-Programming-Based Algorithm

Based on the previous analysis, the A-cut and goal-
programming-based algorithm is detailed as follows.
[Step 1] (Input):
Obtain relevant coefficients, which include
1) coefficients of (3);
2) coefficients of (5);
3) satisfactory degree: «;
4) > 0.
[Step 2] (Initialize):
Letting £ = 1, which is the counter to record current loop.
In (7), where A; € [o, 1], letting A9 = o, and Aq = 1, respec-
tively, then each objective will be transferred into four nonfuzzy
objective functions, and each fuzzy constraint is converted into
four nonfuzzy constraints.
[Step 3] (Compute):
By introducing auxiliary variables vy, v;", vy, and v, , we
obtain the format of (11).
The solution (z,v;,v;,y,vy,v; )2 of (11) is obtained by
the Kuhn—Tucker algorithm.
[Step 4] (Compare):
IF(k=1)
THEN (xavavrayvvia U;)l - (x’vavr7yvv27a U;)Q;
goto [Step 5];

Else
IF”(vaf?vai‘/fU?ﬁ’v;)? - (55701771)?7%”277”;)1” <e
THEN goto [Step 7];

EndIf

[Step 5] (Split):

Suppose there are (L + 1) nodes A;, (j =0,1,..., L) in the
interval [a, 1], insert L new nodes &; (t =1,2...,L) in [, 1]
sothat &y = (A1 + Ar)/2.

[Step 6] (Loop):

k=k+1;
goto [Step 3].

[Step 7] (Output):

(z,y)2 is obtained as the final solution.



IV. CASE STUDY AND EXPERIMENTS

In this section, we apply the A-cut and goal-programming-
based algorithm proposed in this paper on areal-world “newsboy
problem” to illustrate its operation and application. Experiments
are then carried out on some numerical examples with different
scales to test the algorithm’s performance.

A. Case Study

A classical newsboy problem is to find a newspaper’s or-
der quantity to maximize the profit of a newsboy (newspaper
retailer) [20]. In a real-world situation, both a newspaper man-
ufacturer and a retailer have more than one concern. Using an
FLMOB model, a newsboy problem is expressed as follows:
The leader, which is a manufacturer, controls the decision vari-
able of the wholesale price (x), while the follower, which is a
retailer, decides his or her order quantity (y). The manufacturer
has two main objectives: to maximize the net profits, which is
represented by F (x,y), and to maximize the newspaper qual-
ity, by F»(x,y), but subject to some constraints, including the
requirements of material, marketing cost, and labor cost. The
retailer also has two objectives to achieve: to minimize his or
her purchase cost, which is represented by f; («,y), and to min-
imize the working hours, by f5(x, y) under his own constraints.
Meanwhile, both the manufacturer and the retailer will set goals
(9r1,912,9r1, gr1) for each of their two objectives.

When modeling this multiobjective bilevel decision problem,
the main difficulty is to establish coefficients of the objectives
and constraints for both the leader and the follower. We can
only estimate some values for material cost, labor cost, etc.,
according to our experience and previous data. For some items,
the values can only be assigned by linguistic terms as about
$1000. This is a common case in any organizational decision
practice. By using fuzzy numbers to describe these uncertain
values in coefficients, an FLMOB model can be established for
this decision problem.

To illustrate the A-cut and goal-programming-based algo-
rithm, which is introduced in Section III, this newsboy problem
will be solved step by step as follows.

[Step 1] (Input the relevant coefficients):

1) Coefficients of (3).

The newsboy problem is formatted as

Leader : max Fi(x,y) = 62 + 3y
re

max Fy (x,y) = —3z + 6y
reX

s.t. —lz + 3y < 21
Follower : min fi (z,y) = 4z + 3y
yey

min fo(z,y) = 3z + ly
yey

st —loz—3y < 27

wherez € R,y e R, and X =2 >0,Y =y > 0.
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The membership functions for this FMOLB are as follows:

pi(z) =

0,

x> —25
11 7

1,

64 — 22
28 7

0,

0,

a2 —4
5 )

1,

25 — 22
16

0,

0,

16 — a2
7 b

1,

2 —1
8 b)

0,

0,

2?2 -9
7 )

1,

36 — 22
20

22 —0.25
0.75

1,

4 — 2
3 )

4 — g2
3 b

1

(2 —0.25)/0.75 —1<x<-05

0

)

T <5

Hh<r <8

6<x<8

x> 8
xr <2

3<x<bh

xr>5H
T < —4

—B<r< -1

x> —1
<3

4<x<6

x>0
xr < 0.5

0.5<z<1

x> —0.5
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0, <19
% — 361
TP 9<r<al
80 =7
Hsy(x) =< 1, x =21
625 — 22
<
TV 21 < <25
0, x> 25
0, r <25
2% — 625
25 < 2
T < <27
psr(x) =< 1, x =27
961 — a2
2 <31
537 T<x<3
0, x> 31.

2) Let us suppose that the membership functions of the fuzzy
goals set for the leader are

0, r <15
x> — 225
— 15 < 20
s 0 0SS
iy, () =4 1. v =20
900 — z2
— 20 < 30
500 0 TS
0, x > 30
0, r <4
z2 — 16
4 <
8 <xr<8
,Uszz(l'): 17 =38
225 — g2
<1
TR 8<axr <15
0, x > 15.

The membership functions of the fuzzy goals set for the follower
are

0, r <10
2 — 100
——  10< 1
995 0<z<15
e, () = 4 1, r=15
400 — 22
15 <20
s 0 0TS
0, x> 20
0, <7
x? — 49
7< 9
3 0 (=TS
‘Ll,gp,z(l’): 1, r=9
121 — 22
<11
0 I<x<
0, x> 11.

3) Satisfactory degree: o = 0.2.
4)e =0.15.
[Step 2] (Initialization): Letting k=1. Associated with this

example, the corresponding MOB, problem is given by

min |V11A + 252 + V54 + 4y — V175A + 225
xrEe

+ V64 — 281z + 25 — /25 — 164y — v/900 — 5004 |
min | — V16 — Trz + V11A + 25y — 48\ + 16
TE

] — V8rA+ 1+ 64 — 281 — /225 — 1611
s.t. — V4 — 20z + VBa + 4y < V/80A + 361
—V/=0.751 + 0.252 + /25 — 164y < /625 — 1844
3219 [VTA + 9z + V51 + 4y — /2254 + 100

+1v/36 — 201z + 25 — V25 — 164y — /400 — 1754
min | — VBA + 4z + V0.751 + 0.25y — v/32) + 49|
ye

+ | — V25 — 1612 + V4 — 3ry — V121 — 40|
s.t. V0.75% + 0.25x + V54 + 4y < V1044 + 625
V4 — 3z + /25 — 164y < V901 — 2324

where A € [0.2, 1].

Referring to the algorithm, only Ag = 0.2, and A; =1 are

considered initially. Thus, four nonfuzzy objective functions
and four nonfuzzy constraints for the leader and follower are
generated, respectively, as follows:

1
min Z{|\/27.2x +V5y — V260 + |62 + 3y — 20|
TE

+ |V/58.4x + V21.8y — 20V2| + |62 + 3y — 20|

+ | = V14.6x + V27.2y — V25.6| + | — 3z + 6y — §|

4+ = V2.6 + 584y — V192.8| + | — 3z + 6y — 8|}
s.t. f\/ﬂer\/gyS\/ﬁ

—x+3y <21
— V0.4 +V5y < V645.8
—r+3y <21

1
min —{|3z + 2y — 12.04| + |4z + 3y — 19.1|
yey 4

+ |62 — by — 7.4| + |4z — 3y — 10.63|
4| — 22+ 0.5y — 18.03| + | — 3z +y — 15|
+|=bx+2y—9/+|—-3z+y—9}

s.t. \/(ﬂa:—&-\/gyﬁx/m

x4+ 3y <27
V3.4dx 4+ v21.8y < V914.6
x4+ 3y <27



TABLE I
SUMMARY OF THE RUNNING SOLUTION
k z Y “B\ V1A v;,\ VoA
1 | 1.901 | 2434 0 0 0 0
2 | 2011 | 2.356 0 0 0 0
3 | 1.872 | 2.446 0 0 0 0
4 | 1.957 | 2.388 0 0 0 0
[Step 3] (Compute):

By introducing auxiliary variables vy, v}, v, , and vy, we
have

min v + o)

(z,v],0) )eX’

s.t. 3.083z + 20.076y + v; — v, = 54.73
—1.8x+22y <194
—z+3y <21
— 0.6z +4.7y <24.3
—rx+3y <21

: — +
min Vg + Uy

(y.vy.08 )e¥!
s.t. 16.498z + 8.205y + vy, — vy = 51.337
0.6z + 2.2y <254
43y <7
1.8z 4+ 4.7y < 30.2
z+ 3y < 27.

Using branch-and-bound algorithm [5], the current solution
is (1.901,0,0, 2.434,0,0).

[Step 4] (Compare): Because k = 1, goto [Step 5].

[Step 5] (Split): By inserting anew node 11 = (0.2 + 1)/2 =
0.6, there are a total of three nodes of 1y = 0.2, A, = 0.6, and
Lo = 1. Then, a total of six nonfuzzy objective functions for the
leader and follower, together with six nonfuzzy constraints for
the leader and follower, respectively, are generated.

[Step 6] (Loop): Because k = 1 + 1 = 2, goto [Step 3],
and a current solution of (2.011,0,0, 2.356,0,0) is ob-
tained. As [2.011 — 1.901| 4 |2.356 — 2.434| = 0.188 > ¢ =
0.15, the algorithm continues until the solution of (1.957,0,0,
2.388,0,0) is obtained. The computing results are listed in
Table I.

[Step 7] (Output): As |1.957 — 1.872| + |2.388 — 2.2.446| =
0.14 < e =0.15, (z*,y*) = (1.957,2.388) is the final solution
of this FLMOB problem. The objectives for the leader and
follower under (z*, y*) = (1.957,2.388) are

F(1.957,2.388) = 1.957¢7; + 2.388d1,
F(1.957,2.388) = 1.957¢iy + 2.388d,5
F(1.957,2.388) = 1.957¢5; + 2.388dy,
F(1.957,2.388) = 1.957¢55 + 2.388d,5.

' y")

(z%,y
(z*,y")

* 0k
3

(z*,y")
(z*,y")

== 3
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Under this solution, the membership functions for the leader’s
objectives are shown in Fig. 1, and the membership functions
for the follower’s objectives are shown in Fig. 2.

These fuzzy values shown in Figs. 1 and 2 describe the
achievements of objectives from both the manufacturer and the
retailer under the solutions. From Fig. 1, we can see that if the
manufacturer chooses his or her decision variable as 1.957, the
most possible net profit will be 18.9025, which is very close to
the goal set for this objective. The other objective values can be
interpreted in the same way.

B. Experiments and Evaluation

The algorithm, which is proposed in this study, was imple-
mented by Visual Basic 6.0, and run on a desktop computer
with CPU Pentium 4 2.8-GHz, RAM 1 G, and Windows XP. To
test the performance of the proposed algorithm, the following
experiments are carried out.

1) To test the efficiency of the proposed algorithm, we em-
ploy ten numerical examples and enlarge the problem
scales by changing the numbers of decision variables, ob-
jective functions, and constraints for both leaders and fol-
lowers from two to ten simultaneously. For each of these
examples, the final solution has been obtained within 5 s.

2) To test the performance of the fuzzy-distance measure in
Definition 5, we adjust the satisfactory degree values from
0 to 0.5 on the ten numerical examples again. At the same
time, we change some of the fuzzy coefficients in the con-
straints by moving the points whose membership values
equal 0 by 10% from the left and right, respectively. Ex-
periments reveal that, when a satisfactory degree is set as
0, the average solution will change by about 6% if some
of the constraint coefficients are moved, as discussed ear-
lier. When we increase satisfactory degrees, the average
solution change decreases. At the point where satisfac-
tory degrees are equal to 0.5, the average solution change
is 0.

From experiment 1), we can see that this proposed algorithm
is quite efficient. The reason is the fact that final solutions can be
reached by solving corresponding linear bilevel-programming
problems, which can be handled by the Kuhn-Tucker and the
simplex algorithms.

From experiment 2), we can see that if we change some co-
efficients of fuzzy numbers within a small range, solutions will
be less sensitive to this change under a higher satisfactory de-
gree. The reason is that, when the satisfactory degree is set to 0,
every A-cut of fuzzy coefficients from 0 to 1 will be considered.
Thus, the decision maker can certainly be influenced by minor
information.

For a decision-making process involved with fuzzy coef-
ficients, decision makers may sometimes make small adjust-
ment on the uncertain information about the preference or cir-
cumstances. If the change occurs to the minor information,
i.e., with smaller satisfactory degrees, there should normally
be no tremendous change to the final solution. For exam-
ple, when estimating future profit, the manufacturer may ad-
just the possibility of $5000 profit from 2% to 3%, while the
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2) When pursuing optimality, the negative effect from con-
flicting objectives can be avoided, and a leader can finally
reach his or her satisfactory solution by setting goals for

possibility of $100000 profit remains 100%. In such a situ-
ation, there should be no outstanding change for his or her
final decision on the device investment. Therefore, to increase

the satisfactory degrees is an acceptable strategy for a feasible the objectives.
3) The information of the original fuzzy numbers are con-

sidered adequately by using a certain number of A-cuts to
approximate the final precise solution.

4) In some situations, this algorithm might suffer from ex-
pensive calculation, as the size of A-cuts will increase
exponentially with respect to iteration counts.

solution.
From the earlier analysis, the advantages and disadvantages

of the algorithm proposed in this study are as follows.
1) This algorithm is quite efficient, as it adopts strategies
to transform a nonlinear bilevel problem into a linear

problem.
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V. CONCLUSION AND FUTURE STUDY

Many organizational decision problems can be formulated
by bilevel decision models. In a bilevel decision model, the
leader and/or the follower may have more than one objective
to achieve, which is different from simple bilevel optimization
problems. This kind of bilevel decision problem was studied
by goal programming in this paper. Meanwhile, we take into
consideration the situation where coefficients to formulate a
bilevel decision model are not precisely known to us. Fuzzy-set
method was applied to handle these coefficients.

This paper proposed a A-cut and goal-programming-based
algorithm for FLMOB decision problems and presented a real
case study on a newsboy problem to explain this algorithm.
Experiments reveal that the algorithm is quite effective and
efficient. In the future, we will focus on situations that involve
multiple followers.

APPENDIX

The model of a general bilevel decision problem with multiple
objectives for both the leader and follower is given in [37], which
is reformulated in this paper as follows.

Forr € X C R",andy € Y C R™,an MOB model is given
by

min F(z,y) (12a)

reX

s.t. G(z,y) <0 (12b)

min f(z,y) (12¢)

yey

s.t.g(x,y) <0 (12d)
where FF: R" X R" - R°, G: R" xR"™ — RP, f:R" x

R™ — R',and g : R" x R™ — R".

Associated with the MOB problem (12), some definitions are
listed as follows.

Definition 6:

1) Constraint region of the MOB (12) is given by

SE{(z,y): € X,y €Y,G(z,y) <0,g(x,y) < 0}.

It refers to all possible combination of choices that the
leader and follower may make.
2) Projection of S onto the leader’s decision space is given
by
S(X) = {ze X :3yeY.Glz,y) < 0,g(z,y) < 0}.

3) The feasible set for the follower Vo € S(X

S@) 2 {yeY: (z,y) e S).

4) The follower’s rational reaction set for x € S(X
by

) is given by

) is given

P(x) 2 {y €Y :y € argmin[f(z,9) : § € S(z)|}

where argmin[f(z,9) : g € S(z)] = {y € S(x) : f(x,y)
< flx.9),9 € S(x)}.
The follower observes the leader’s action and reacts by
selecting y from his or her feasible set to minimize his or
her objective function.
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5) The inducible region is given by

IR 2 {(x,y) : (z,y) € S,y € P(x)}

which represents the set over which a leader may optimize
his or her objectives.

To ensure that (12) is well posed, it is assumed that S is
nonempty and compact and that for all decisions taken by the
leader, the follower has some room to respond, i.e., P(x) # 0.

Thus, in terms of the previous notation, the MOB can be
written as

min{ F(x,y) : (z,y) (13)

Proof of Theorem 1: By Definition 6, let the notations asso-
ciated with problem (7) be denoted by

€ IR}.

S = {(x,y) :Akij:c—FBkijy < b;f)Lw_

Akix + Bkiy < bk‘i

4}

ﬂXﬁ:%eX:%eKAﬁﬁ+Bﬁﬂ§mi

k=1,2,7=0,1,... (14a)

Akflfc + Bkiy < bkfj

k=1,2, j:o,1...,l,} (14b)
S)={yeY:(z,y) €S} (14¢)
P(z)={y €Y :ycargmin¥} (144)

where

= (1/(1 +1)) ii{

22)\ z+d22)\. y ng)\. ‘

+ lchjx + iy, 0= 9pia, | 0 € S(w)}
IR = {(z,y) : (z,y) € S,y € P(x)}. (14e)
Problem (7) can be written as
L L L
f}él}g I+1 Z Z {’Chl)»]x + dhm_,y “Irna,
h=1j
+ ‘Cfmj T dy Y= 9 ’} (15)
s.t. (x,y) € IR (16)
and those of problem (9) are denoted by
- {(x/7y/) : Akij.%‘ + Bkijy < bki./ (17a)
A e+ Bl y<tuif, k=12 j=01..1

ZthA

Uh1

I I

L L L-
Z G, Tt Z dy1a,Y T U
=0 i=0
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ZgL

Zcmk ”«“+de Y+ v — vy

7=0 J=0

Uit U sV o 20 (
vﬁf ’U/zl =0

”/1;?17 vhl =0

h=1,2,...,s

o ’2 Zng

! I
L L L-
Z Cian, T+ Z dipp, Y T vi2
i=0 i=0

22

I I
R R R-—
Z Cian, T+ Z dipp, Y T Vi2
i=0 i=0

L— , L+ , R—
Uiz s Vi2 V2 72

UZL{- =0
=0

R7
i:1,2,...,t,}

Vig - 12
S(X/) _ {x’ c X' Ely, € Y/,Akij.lf + Bkijy < bkij

>0

12

Akix + Bkiy < bki
k=12

1 !
L L L-
Z Cpa, T+ Z dhl)y, Y+
=0 j=0

j=0,1...,1

Zth/\

Um

Uhl

l l
R R R—
Z Chin; + Z dhl)»J Y+ Un
j=0 j=0

L+ -
”hl » Ut a”m v“m >0
L— _

Uhl vhl =0

R— _

Un1 Um =0
h=1,2,...,s

!
Z%,\“Zd Ay—&—v :ZQILM)LJ
=0

ZgF7)\.

12

l l
R R R—
Z Cion, ¥ + Z di2kj Y+ vip
j=0 j=0

- L+ Rf
12 7072 yVia s 72 >O
L— _
Vig - 22 =0
Rf . =0

Uio

i:1,2,...,t,}

hA

17b)

A;

ZgF1)L

ZthAJ

(17¢)

S@)y={y eY :(2,y) €S} (17d)

P(2) = {y' ey’

t

y' € argmin [Z

o+ oL+ 58 +@£+>:g/es<x'>]}

(17e)
R'={(2,y): (2,y) € &,y € P(a)}. (176)
Problem (9) can be written as
l L
DXy { ;@ﬁl +op o Fop) (@l y) € IR
(18)

As (2%, y"*) is the optimal solution to problem (9), from (18),
it can be seen that V(2/, y) € IR, we have

l

Z(Uhl +Uhl +Uhl +U )
h=1

L+*

R+
U1 +”h1 + vy )

I
§ : vhl

17 L4 L— Lt _
As Z]’ZU chl)» T+ Zj 0 hm y+ vy — vh1+ = ijo
gih}uj’and vpy g =0,h=1,2,... s, we have
_ v
Un1 T Vp1 = Zchl)» T+ Zdhlk e ZthA
j=0
I
L+* o L
Ut Uy hl)» a +Zdhlk y Zthk_,
j=0 j=0

forh=1,2,...,s
Similarly, we have

Rt _
v ot = Zcmk J“demk Y- Zthk
j=0 J=0
! l l
R+x* __ R * R * R
v o = Chin, ¥ +Zdh1x_,y *Zth/L
=0 =0 j=0

forh=1,2,...,s
Therefore, V(2/,y') € IR’

1 I !
L L L
i, T Z iy, ¥~ ZthXJ

~0 i=0 =0

l l l
R R R
APEEI DL APED S /Y
=0 =0 =0

l
L
- Z th)\.j
j=0

l
L * L *
h,l)uj T+ Z dh,l}uj Y
Jj=0
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! I I

R * R * R
Zchl)e,x +Zdh,1/\;,y - ZthAJ
izo =0 =0

h=1,2,...,s. (19)

We now prove that the projection of S’ onto the X x Y space,
which is denoted by 5’|y vy, is equal to S.

On the one hand, V(z, y) ey X y, from constraints
A}‘)\ I+Bk)\‘ y<bk}\, ,Akx I+Bkk y<bk)L ,k=1,2,
Jj= 0 1. .,l,mS wehave(x y) €S, therefore S’|Xy cS.

On the other hand, V(z, y) € S, by (8), we can always find

L- L+ ,R— R+ L+ ,R- R+ _L— L+
- Usl » Ugp ’Igsl > Us1 5 Va5 V1o s

L- + - + :
V1 5 U1y .-, U > Uiy, Uy, and vy, which satisfies the
constraints of (9b) and (9d). Together with the inequations

ofAki_x + Bki]y < ble\J ,and Akix + Bkiy < bkﬁ’k =

1,2,7=0,1...,[,requested by S, we have (x,uff,vﬁ*,vﬁ’,
R - — R+ - L — R .
U11+’ Us1 , s1+’vfl 2 Ust 7yUILQ »U12 s V12 > V19 5 UtLQ ’
va; vg ,vﬂ ) e S, thus (z,y) ES’\Xy,SCSb(y
Therefore, we can prove that
Slxy =5 (20)
Similarly, we have
() |xy = S(x) (1a)
S(X)|xy = S(X) (21b)
In addition, from
1
Z%/\ x+zd2x y+oh —ut ZgL
j=0
and
vilL{ -viL; =0
fori =1,2,...,t, we have
1 1 1
Tt =Y e et Y dhy =) r, | (22
j=0 j=0 ' j=0
fori=1,2,...,t. Similarly, we have
Bty = ZCQA T+ dek e Zng)» (22b)
j=0 j=0
fori =1,2,...,t
Thus
P)={y €Y' :y € argmin ¥’} (23)
where ¥/ =31 Z],O{|c2k x+ ko g — gF A, | + |CL2A

v4d, =95 L0 ESE ).
From (20) and (23), we have

P(2')|xxy = P().
From (14e), (17f), (20), and (24), we have

(24)

IR'|x .y =IR (25)
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which means, in X X Y space, the leaders of problem (7) and
(9) have the same optimizing space.

Thus, from (19) and (25), it can be obtained that

V(x,y) € IR, we have

ZZ{’ vy z+dy

R R R
+ ’CMAJ T+ dyi Y~ o,

TZZ{‘ Cir, T +d/1ky th

h=1j=0

Therefore,(z*,y*) is the optimal solution of the problem
. ]

R * R * R
+‘Chlij Ty, Y~ I,
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