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Abstract

In this article, we consider transport networks with uncertain demands. Network
dynamics are given by linear hyperbolic partial differential equations and suitable
coupling conditions, while demands are incorporated as solutions to stochastic differ-
ential equations. For the demand satisfaction, we solve a constrained optimal control
problem. Controls in terms of network inputs are then calculated explicitly for dif-
ferent assumptions. Numerical simulations are performed to underline the theoretical
results.
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1 Introduction

Transport networks play an important role for the description of flows between enti-
ties (see [1, 5] for an overview). Typical examples include road networks, pipeline
networks, power grids, or production lines. Such networks ensure that there is light in
aroom after pressing the light switch or that the production line works efficiently and
without larger idle times in an automobile plant. Especially, if uncertainty comes into
play, there is a strong interest to analyze the perturbed systems in order to understand
how the stochasticity influences the dynamics.
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There are different approaches such as classical network flows [1, 12] or dynamic
transport networks [5, 7, 13, 21] to describe the deterministic system dynamics. The
approaches mainly differ in static respectively dynamic considerations of flows and
associated effects. In the case of supply networks (e.g., energy or production), hyper-
bolic partial differential equations (PDEs) have been established [3, 4, 14, 15, 23]
using appropriate coupling conditions at nodes. For production lines, there also exist
network approaches on different scales, i.e., from a microscopic perspective using
queuing theory [26] or discrete event systems [29] up to a macroscopic perspective
governed by PDEs of hyperbolic type (as shown in [2]).

In this work, we focus on macroscopic models using densities as the quantity of
interest and model the dynamics on each arc in the network by linear hyperbolic
partial differential equations. The optimal control problem under consideration is to
find the optimal input into the system such that stochastic demands are satisfied.
The latter are represented by solutions to stochastic differential equations (SDEs).
In contrast to [16, 17], where the setting of an Ornstein-Uhlenbeck process has been
considered, we focus on a different stochastic process, i.e., the Jacobi process, to
model the demand. Originally, the Jacobi process was used to determine interest rates
on financial markets [8]. Recently, the Jacobi process has been also applied in the
case of electricity markets to either model electricity prices [11] or to investigate
intraday electricity demand [6].

For the identification of the optimal control, we pursue an explicit representation
under suitable assumptions on the network dynamics. In the special case of the linear
advection equation on a single line only, similar investigations have been presented
in [17]. In this work, we allow for a wider class of linear hyperbolic PDEs where
additional complexity for the computation of the control arises due to the network
structure. Depending on different levels of information, we distinguish between a
non-updated scenario (MS1), a scenario where we update the control with a given
frequency (MS2) and a scenario in which we additionally update the conditions at the
nodes (MS3). All scenarios are analyzed in detail and also studied from a numerical
point of view.

The paper is organized as follows: Section 2 introduces the optimal control model.
Afterwards, we investigate a Jacobi process with time-dependent mean reversion
level in Section 3. A deeper insight into the network dynamics and the explicit
computation of the optimal inflow is presented in Section 4. Section 5 deals with
the discussion of the different levels of information. Finally, in Section 6, we
present a numerical study for the network model and also give a comparison to the
Ornstein-Uhlenbeck demand process.

2 Model description
The considered model consists of three parts as can be seen in Fig. 1. First, the quan-
tity of interest is the time-dependent control variable u(¢) describing the inflow into

the network. The control variable will be chosen such that stochastic demands are
satisfied. Second, we face a transport network consisting of a single source and a
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Fig. 1 Schematic presentation of the model components

finite number of internal nodes J and end nodes C. We assume that networks are con-
nected, directed, and tree-structured graphs. The dynamics for the densities 7® (x,1)
on network arc i are governed by a linear hyperbolic partial differential equation
equipped with initial conditions zg)(x). The functions f@ and g denote the flux
function and a damping function for arc i, respectively. In Section 4, we discuss
the different choices. Due to the network structure, we denote by v; the subsequent
node of arc i. For a fixed node v;, we have to impose distribution parameters o; i (¢)
describing the share of the flux directed from arc i to arc k at time #. We require that
the o; x(¢) sum up to 1 for any fixed node v; to ensure flux conservation. The choice
of the distribution parameters will be extensively discussed in Section 5. Third, at the
sinks of the transport network, we assume uncertain demands modeled via stochastic
processes (D,(vi)) relt, T1- In Section 3, we theoretically investigate the Jacobi process.
A numerical comparison to an Ornstein-Uhlenbeck process in Section 6 highlights
the key differences.

To control the inflow into the network f Mz M0, 1), 1), we aim to minimize the
expected quadratic deviation of the demand from the actual supply £ (z\V(1, 1), £).
This leads to a demand tracking type cost function and hence to the following
stochastic optimal control problem: Consider a finite time horizon 7" and a network
where all arcs have length 1. The demand processes (Dt(”" ))IE[IO,T]7 v; € C are
defined on a probability space (2, A, P) which are equipped with a family of filtra-
tions (F¢)refy, 7- Let f < tg be the time from which the latest demand information is
available. Then, the problems reads for all x € (0, 1) and ¢ € [f9, T']:

min Y /TE[(D§L'1)_f(i)(z(i>(l,x),s))2 ‘.E:Ids @.1a)

uel?

{izieC) 10
st 2000+ fO06@, 0,0 + 8PP, 1),1) =0, Vistvy eJUC (2.1b)
D, 19) =20 (x), VistvyeJuC @2.1¢c)
FOED 0,0, 0 =u@) (2.1d)
FOERW0, 0,0 =i @) DD, 0,1), Vist v e, koutgoing arc of v; (2.1e)
> =1, Vistvel 2.16)

k outgoing arc of v;

de(v,») — ) (9(”")(1) _ D,‘”"’) + o) Df(v,») (1 _ D,(”‘))dW,(”’), D(()u,) _ d(()u,)’ v e C21g)
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In the following section, we address the demand modeling via the Jacobi process
in (2.1g). Following the ideas presented in [17], we intend to reformulate the cost
function and then explicitly compute the control u(¢) depending on the dynamics of
the hyperbolic PDE.

3 Demand modeling using a Jacobi process

Due to the inherent stochastic nature of demand, there exist various approaches to
capture the behavior. However, in the course of the day or a year, an underlying
pattern can be observed. For example, considering gas or electricity consumption, the
demand is larger in the mornings or afternoons than at night. In most applications,
only positive demands occur. This applies to production systems but also to gas,
water, and electricity networks. It also seems reasonable to assume that there exist
a maximum demand. Therefore, we require a demand process that follows a mean
level and only takes values in a bounded interval.

A stochastic process that captures most of these characteristics is the Jacobi
process given by the solution to the following stochastic differential equation (SDE)

dZt = K(G — Zt)d[ —+ o4/ Z[(l — Z[)dW[, Zt() = 20, (31)

where ¥, 0 > 0 and 0, zo € R are parameters and (W;);e[s, 7] is @ Brownian
motion. The equation consists of a deterministic drift term « (6 — Z;)dt which pushes
the process back to the mean reversion level 6, where x determines how fast the
mean reversion occurs. The second part is the stochastic diffusion o +/Z, (1 — Z;)dW;
which is mainly influenced by the Brownian motion W;. The scale of this stochastic
influence is governed by o and by the distance of the Jacobi process to the border
values, which are 0 and 1 in this case. The closer the process approaches one of the
borders, the smaller gets the stochastic influence of the diffusion part. The Jacobi
process admits for the Markov property and belongs to the wide class of Pearson
diffusion processes consisting of a deterministic drift term and a stochastic diffusion
term. Other members of this class, as for instance the Ornstein-Uhlenbeck process or
the CIR-Process, have been used to model uncertain demands in various applications
[9, 17, 18, 25]. The Ornstein-Uhlenbeck process is given by the solution to the SDE

dZ; = k(0(t) — Z)dt + 6dW,, Zy, = %o, (3.2)

where (W;)se[, 7] is @ Brownian motion, Zo an initial demand, and &, 6 are posi-
tive constants. The function § models the time-dependent mean reversion level of
the Ornstein-Uhlenbeck process. For application purposes, they appear very popular
since they are easy to handle, admit for an explicit solution, and allow for the most
basic properties. However, the Ornstein-Uhlenbeck process and the CIR-Process do
not allow for bounds or only for bounds from below. Therefore, and supported by the
recent work [6] where a parameter fitting for a Jacobi process in an electricity mar-
ket has been provided, we concentrate on the Jacobi process and come back to the
Ornstein-Uhlenbeck process in Section 6.
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The Jacobi process given by the solution of (3.1) is bounded and stays in the
interval [0, 1]. By a linear transformation, the Jacobi process can be shifted to any
bounded interval [¢, B]:

Zi=a+ (B —-az.

Therefore, and to keep notation simple, in the following, we restrict the Jacobi
process to [0, 1].

For the Jacobi process in (3.1), the transition probability for moving from state x
at time s to y at time ¢ is given by

plesiyi) = Y kudu(yn(we ",

n=0

where

(a+b+2n—Dl'a+n)l(a+b+n-—1)
n'T'(a)?TC (b + n) ’

_ a—lgp _ b1 Nk (M\Tla+b+n—14+00(@) 4
wl) =20 =0" ]/jn(x)_zk=0( b (k)l“(a+b+n—l)l“(a+k)x

kn =

with I'(-) being the Gamma function and

_ 2k6

2k (1 —0) o2
a=—3 =3
o

>0, b g , 77,,=Kn+7n(n—1).

Using the transition probabilities, the conditional expectation for the Jacobi process
and 79 < t can be calculated by

E[Z/|Z1y = 201 = 6 + (z0 — §)e <710, (3.3)

The conditional second moment is given by

k0 +62)0 2k + o2

E[Z2|Zy, = 20] = (zo0 — §)e <=1

2k + 02 k402
2 2
(2— 2k0 + o ” kO(2Kk + o) 67(2K+nz)(t7t0). G4)
0 k402 2k +02)(k +02)

Both derivations are well known and can be found in, e.g., [8]. For a deeper discus-
sion of the Jacobi process, we refer to [19]. The calculation of the first two moments
of the Jacobi process will enable us at the end of this section to find a deterministic
representation of the a priori stochastic optimal control problem (2.1).

3.1 AJacobi process with time-dependent mean reversion level
So far, the mean reversion level has been assumed to be constant. However, in many

applications, the averaged demand is not constant in time. Considering electricity
demands or the demand of manufactured goods, there are predictable fluctuations
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within a day or also within a year. So we extend (3.1) by adding a time dependency
into the mean reversion level

dZ; =k (O@) — Zpdt +oZ,(1 — Z1)dW,;, Z;, = 20. (3.5)

The parameter 6 (¢) is now considered as a function in time. Existence and uniqueness
of solutions to (3.5) can be guaranteed under similar assumptions as for (3.1) finding
appropriate estimates for 6 (see [28]).

Unfortunately, there is no explicit distribution of solution to neither (3.1) nor (3.5).
However, it is possible to calculate a limit distribution for t — oo in which the

solution to (3.1) is distributed as a Beta distribution with parameters o = 2(;‘—20 and

B = U (see [19]).

For an illustration of the Jacobi processes, we plot the evolution with and without
time-dependent mean reversion levels and different parameters in Fig. 2. The sim-
ulation is performed using a truncated Euler-Maruyama scheme and will be further
explained in Section 6.

For a constant mean-reversion level, the processes fluctuate around 6 where the
oscillations increase for larger o and smaller «. It can be observed that especially if o
is large or if « is small, the Jacobi process approaches its boundaries. In Fig. 2¢ and
d, the processes follow the mean-reversion level with a small delay, except for the
representation where o = 1.8 is chosen. The stochastic influence dominates the mean
reverting behavior and therefore shows larger deviations from the mean-reversion
level.

To proceed with the transport network analysis, we are interested in finding the
first two conditional moments for (3.5). Therefore, we note that the conditional
expectation of the Jacobi process can be rewritten by

'
]E[Ztlzto =ZO] = IE|:Z,O+/ dZg|Zy, :ZO]

fo

t t
720+ E [/ k(O(s) — Zs)ds|Zyy = zo:| +E |:/ VZ;(1 = Zo)dWs|Zyy = zo] .
0]

1o

Since

! 2 t—t
E| | (VZO=279) dslzy =20 < <00
Io 4
the martingale property of the Ito integral (see, e.g., [22]), yields

t
E |:/ VZi(1 = Zg)dWi|Zy, = 20} =0.
Io
Therefore, it holds
E[ZZ|ZI() = ZO] =E [Zt|210 = ZO] = Zz
for the solution to the deterministic linear inhomogeneous initial value problem

d . . .
Ezt =kO@) — Z;), Zy = z0. (3.6)
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Fig. 2 Influence of different parameters on the Jacobi process with constant mean reversion level 6 (1) =
0.4 and time-dependent mean reversion level 6(t) = 0.4 + 0.25 sin(¢)

The solution to (3.6) is explicitly known and given by

t
Z; = zoe <070 4 i / e =99 (s)ds.

]
Summarizing, we obtain for the conditional expectation of the Jacobi process with
time varying mean reversion level

t
E[Z:|Z1, = z0) = zoe ™ 4« / e 670G (5)ds. 3.7)
4]
For the reformulation of the optimal control problem, we also require an explicit
representation of the second conditional moment of the Jacobi process with time
varying mean reversion level. It is given by

t s
IE[Z[2|Z,0 =z0] = / (2x6(s) + a?) (Zoe_"(s_"’) + K/ G(r)e_'((s_r)dr> e Geto)t=9) g
fo

fp
+ Z%e—(2K+02)(I—fo)' (3.8)
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The computational details are provided in the Appendix. In the following, the
demands D,(Ui) will be described by individual Jacobi processes with time-dependent
mean reversion level.

3.2 Deterministic reformulation of the optimal control problem

After having investigated the Jacobi process properly, we can decompose the
expectation in the objective function of (2.1) in the following way:

, o 2 .
E [(th,) — OGO, ), t)) 1D = d(()“’)]
(o = 4] 2 ] 701 (0.

Further applying the results for the Jacobi process from (3.7) and (3.8), we obtain
for the objective function as

; I 2 : ;
E I:(Dl(h) _ f(')(z(l)(l, 1), t)) |D1(0”r) — d(()v,):|

t s
— / (ZK(U')G(V’)(A‘) + (O.(Ui))Q) (d(g”i)e*K(""’(S*m)KU(i)/ 9(“;)(r)efk(””(.&'*r)dr>
fo

o

. e—(ZK\v,)+(U“’")2)(t—l\') _ Zf(i)(z(i)(l, 1, t)K(U’)e_K(vi)(’Y_"‘)@(v’)(S)dx

+ (d(()v,))z e—(ZK“"r)+(0“""))2>(1—’0> _ Zf(i)(z(i)(l, 1), t)dé”i)e—'(("')(l—fo) + (f(i)(z([)(l, 1), t))Z. (3.9)

This contains exclusively deterministic and known variables and enables us to
write the optimal control problem (2.1) without the stochastic demand constraint by
using the deterministic explicit representations of the first two conditional moments
of the Jacobi demand processes. Consequently, the minimization problem

T L 2
min Y / E [(ng — OO, ), s)) ’ f,] ds (3.10a)
uel? . to '
{i:v;eC}
st 2200+ fOD0 0, 0 + gD P (.0, 1) =0, VistvyeJUC (3.10b)
2D, 10) =2 (), VistveJUC (3.10¢)
FOEP©O, 1,0 =u@) (3.10d)
FOCOW0,0, 1) =aix@) PP, 1), 1), Vist oy e J, koutgoing arc of v; (3.10e)
> aix(t) =1, Vistuv el (3.10f)
k outgoing arc of v;
D(()Ui) — d(()v'), v € C (310g)

can be solved deterministically by interpreting (3.10a) as given in equation (3.9). The
following theorem states a general result on minimizing the mean-square error.

Theorem 3.1 Let (2, F, P) be a complete probability space and let G C F a sub-
o-algebra of F. Let X, Y be two real-valued and square integrable random variables
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on Q where Y is G-measurable. Then E[X|G] is the minimizer of the mean-square
distance from X

min (]E[(X — Y)z])
for all such random variables Y .

For a proof, we refer to [20]. In the setting of (3.10), this means that in terms of L2
minimization, the outflow flux should be chosen to be the conditional expectation of
the demand with respect to the available information, i.e., ]E[D,(U’) |Dt£v") = dévi)] for
some 7 € [tg, T]. In Section 5, we will discuss the aspect of information availability
more carefully while in the next section, we consider the different networks dynamics

given by linear hyperbolic PDEs.

4 Network dynamics and optimal input

In this section, we focus on the dynamics in the network on all arcs i given by con-
straint (2.1b) of the optimization problem, i.e., the shape of the functions f @ and
g® governed by

20+ fOD @ 0.0+ g0 (1), 1) =0, (4.1)

where @ denotes the flux function and g is the diffusion function which leads
to damping of the transported quantity in the supply system. We restrict ourselves to
linear hyperbolic partial differential equations. For simplicity, all investigations are
executed in the 1-1 and 1-2 case and can be generalized to arbitrary tree networks
in a straightforward way. Under some assumptions, we will be able to calculate the
optimal input explicitly.

4.1 Linear transport with time-dependent velocity function

We start with the consideration of a linear transport dynamic using a time-dependent
velocity function, i.e., we choose the flux function £ (z, ) = A;(f)z, where A;(-)
is a strictly positive and bounded function. In this section, we assume no damping,
1.e., g(i )(z, t) = 0. Then, the method of characteristics [24] leads to a trajectory plot
as illustrated in Fig. 3. Since the trajectories do not intersect, the dynamics are still
linear.

4.1.1 1-1 Network
In the simple case of a 1-1-network, we now demonstrate how the optimal input at
the initial node can be determined. This procedure can be seen as a straightforward

extension of the results in [17] where only one arc and only a constant velocity has
been considered. The structure of the 1-1 network is shown in Fig. 4.
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Trajectory plot for time independent velocities
——— ; — =

0 0.05 0.1 0.15 0.2
position

Fig.3 Trajectory plot for a time-dependent velocity function A(¢) = 8 + 3 sin(w?)

To determine the optimal input at some time #, € [fo, T'], we have to calculate
when the corresponding units injected in #;, reach node v; (denoted by #1) and the
time 7, when they reach the demand node v,. Having this information obtained, one
can calculate the conditional expectation of the demand process at ;. Since the con-
ditional expectation of demand according to Theorem 3.1 minimizes the expected
quadratic deviation, it is a main driver for the optimal injection into the supply net-
work. In the special case of arcs with length 1, both times #; and #, are implicitly
given by the system of equations

Siaydr =1, [2rrdr =1 4.2)

where A1 and A, denote the velocity functions on arc 1 and arc 2, respectively. These
equations can be generalized for arbitrary lengths of the arcs by replacing the right
hand sides of (4.2) by the particular lengths. We present a result that enables us to
express #1 and t, explicitly under certain assumptions.

Lemma 4.1 If the velocity functions \; have an antiderivative A;,i = 1,2 which is
invertible, then for an injection time t;,, € [to, T, t1 and the output time t, are given

by

151

AT A+ A ()
AN+ Aa(AT A+ A (). (4.3)

n

arc 1 arc 2
Source node vy @ Demand node vs

Fig.4 The supply system as a 1-1-network with one source and one demand node
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Proof Using the fundamental theorem of calculus and the second expression of (4.2)
leads to

Aa(t2) = A2(t1) + A1 (1) — Aq(tin).
The first equation in (4.2) can be reformulated to express #; explicitly by
= A7+ A ().
Then, we have
h = Az_l (Aa(t1) + A1 (1) — A1(tn))
= Ay (M) + D)

= 05" (14 A2AT (0 + M)
O

Another aspect of the 1-1 network that should be understood well is the coupling
condition of the two arcs in node v;. In our model, we require flux conservation, i.e.,
f(l)(z(l)(l, 1),t) = f(z)(z(z)(O, ), t). Since f(l) and f(z) do not necessarily have to
coincide, there can be discontinuities in the densities in node v;. These discontinuities
have to be taken into account for the calculation of the optimal input. An outflow
out of the system of f® (z¥(1, 1), ) is equivalent to a density of z? (1, 1) =
% at the end of arc 2. Since our dynamics are linear, it holds z® (1, 1) =
7@ (0, 7). But as the velocity function is allowed to be time-dependent, the inflow in
arc 2 attime #1, given by @ (z2(0, 17), t1) = 22 (0, 11)A2(t1), might differ from the
system outflow at #,. Therefore, even though the dynamics are linear, the fluxes along
the characteristics can vary, while the densities stay constant. The relation between
inflow in arc 2 at #; and outflow out of arc 2 at #, is given by

FPE20,n),n) _ 00, 1) = 21 1y) = FAEAD 1, n), n)
Aa(t1) ’ ’ Aa(t2)
Flux conservation yields that

[PV 0. ) fPeP0.0).0) _ FOEO, 1), 1) — 2

Wl 1) = EOTTRTPI7R R
21, n) ) () Ai(t)Az(t2)

Additionally, using the linearity of the dynamics on arc 1, we get

A(t)A2(22)
Aa(tr)

A (t)A2(02)
Ao (1)

= fDED(0, tin), fin)

PP, n),n) =2V0,1)

= z0(0, tin)

A (t1)A2(12)
A1 (fin)ha(r)

Plugging in that the system outflow should be chosen according to the conditional
expectation of the demand process, we obtain the following relation for the optimal
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system inflow

A1 (tin) A2 (t1)
A1) Aa(12)
where we condition on some time f € [fg, f;,]. The result can inductively be adapted
to 1-1 networks of larger size by multiplying additional factors % on the right
hand side of (4.4) for any additional node v;. o

Note that we assume that our system has unlimited capacity, meaning that there is
no upper bound on the densities on the network arcs. This assumption avoids that our
system reaches a congested state as it has been investigated in [10].

u(tin) = E [D;;z> | E] : (4.4)

4.1.2 1-2 network

Since we concentrate on tree networks, we explain next the procedure for the 1-2
case. This network consists of four nodes and three arcs and is presented in Fig. 5.

Similar to the 1-1 case, under the assumptions of Lemma 4.1, i.e., the existence
and invertibility of the antiderivatives A; of A;, i = 1,2, 3, we are able to calculate
the times ¢;, i = 1, 2, 3 which are the times when a unit injected at vg at f;, reaches
node v; as

no= A7+ AGn)

B =25 (14 A2AT (1 + Ay @) “.5)

=07 (14 AT A+ A
To calculate the optimal inflow for one of the demand nodes, it is sufficient to con-
sider a subnetwork that contains only the relevant nodes and arcs for the particular
demand node. Due to the tree network structure, these subnetworks are 1-1 networks.

Hence, following the discussion for the 1-1 network, the optimal input u; (#;,) for a
single demand node v; is given by

_ Ma(En) Aa(1) ) | .
uz(fin) = 50 )\z(tz)E[D’2 lF’]

L Atin) A3(tn) w3) | .
uz(tin) = Ar(tr) )~3(13)E [Dt3 | ]:l] ’

where 7 € [tg, tin]. The total inflow u(#;,) is then given by summing up the individual
inflow shares, i.e., u(tin) = u2(tin)+u3(fn). Again, choosing the velocity functions A;

Source node vy

arc 1

arc 2 @ arc 3

Demand node vy Demand node vg

Fig.5 The supply system as a 1-2-network with one source and two demand nodes
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constant, we end up in the special case of linear advection on networks. The approach
can be easily extended to larger arbitrary tree networks by calculating the individual
inflow shares of the demand nodes which are basically larger 1-1 networks. The
overall inflow results in the sum of the individual inflow shares.

So far, we only consider the optimal inflow using backward calculation. The dis-
cussion on the distribution parameters at the nodes for the forward calculation starting
with the inflow will be postponed to Section 5 because it might be additionally
dependent on the degree of information that is provided by the system.

4.2 Linear transport with time-dependent velocity and damping function

In this section, we extend the framework by an additional damping term g® (z, 1) =
ui(t)z, where u; € LY([t9, T]) is chosen to be a non-negative function. The flux
function on arc i is chosen as before f @ (z,1) = 1 (¢)z with A; (- strictly positive.
The damping reflects a loss in the transported quantity over time, which may be due
to some physical property as for instance friction or electrical resistance. We allow to
have an individual shape of the damping function for any arc which may additional
be dependent on the time.

4.2.1 1-1 Network

For a 1-1 network, we show how to calculate the optimal input at the initial node
taking the additional damping into consideration. We work with the network from
Fig. 4 and use the same notation as before, meaning #, is the time in which a unit
injected at f;, reaches the demand node v, and #; the time when it reaches node v;.
Under the assumptions of Lemma 4.1, the values for 7, 1, are given by (4.3) and are
not influenced by the damping term.

To incorporate the damping into the calculation of the optimal input, we consider
again the characteristics from the PDE in equation (4.1) with g(z(i), t) = 0,ie.,
the situation without damping, for an arc i and denote them by (x(z), ). Along this
curve, the density z® stays constant, meaning that j—tz(i )(x(1), 1) = 0. If we now add
a damping term, the density is reduced proportional to u; )z (x(1), r) which can
be formulated by the ordinary differential equation

%z(i)(x(t), N =—mi)z?x),1).

Adding the injection information into the arc at time #;_1, the initial value problem

%z“)(x(r), N =—-wi0)zPx@,n, D1, 1) =z,

has the unique solution

=i, mio)ds

2(x(0), 1) = z_€ (4.6)

The integral in the exponential function stays bounded since ; € L!([to, T1). Apply-
ing this result to the 1-1 case, the initial injection at node vy has to be scaled up such
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that after the damping on both arcs, the optimal flux reaches the demand node. Back-
ward calculating the inflow-outflow relation, using equation (4.6) and the previous
assumption on the flux conservation at the nodes, we get

) d

FPEP0.0).0) = 2P (1)) =220, me O, )

_ f(z)(z(z)(o ), 1) 22 A (t2) —f, na(s)ds
aam
A (t2) o= I ma(s)ds
P
A1(t)A2(12) e‘/nz 12 (s)ds
Ao (1)
ik mis)as )»1(l1)?»2(l2)€7f,’12 12 (s)ds

Aa(t1)
M) 2(82) 1y s — [ ua(s)d
— WM ) 5 S w1 s = [, 2 12(s) s
@0, tn), m)—)xl(tin))tz(tl)e e
Since the outflow should match the conditional expectation of the demand, we

find the optimal inflow at node vy by

= OO, ), 0=
=D, 1)

= 710, tin)e”

A1 (tin) )‘Z(II) (vz) ftl n1(s)ds ftz (s)ds
) AP it H2()ds 47
(in) Ai(11) Aa(t2) [ | ] ¢ @D

The solution procedure can iteratively be extended to larger 1-1 networks by

t; )
multiplying factors of the type %eﬁi 1 MO o the right hand side of (4.7).
4.2.2 1-2 Network

Finally, we transfer the results from the 1-1 network to the 1-2 network from Fig. 5
combining the techniques from Sections 4.1.2 and 4.2.1. Assuming that the condi-
tions in Lemma 4.1 hold true the times #;, i = 1,2, 3 are given as in equation (4.5).
For both of the demand nodes, we calculate the optimal injection backwards focusing
on the relevant subnetworks which reduce to two 1-1 networks. Equation (4.7) then
leads to the individual optimal inflows of

A (tin) Ao (t 4 ‘
uy(tin) = )\1 ((;n)) XEEIQ;E[ D | .7'_] Jin ’“(S)dsef’lz H2(s)ds
1U1
S e

The total optimal inflow u(#,) at node vy is then given by u(#n) = u2(tin) + u3(tin)-

5 Different control strategies based on the degree of information
This section deals with different control strategies based on different information

levels. We are able to adjust two influencing factors in the supply network. On the
one hand, we can control the inflow at node vg (represented by equation (2.1d) in
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the optimization problem) and on the other hand we can rearrange the distribution
at each inner node (represented by (2.1e) and (2.1f)). An additional adjustment at
the inner nodes seems reasonable if there is more recent demand information avail-
able than at the time of the injection. The choice of the optimal injection has been
mainly discussed in Section 4. It remains to determine the optimal distribution param-
eters «; (). Before we investigate the different scenarios further, we introduce some
notation.

Let us define a function p that maps a given node to the direct predecessor node.
Similarly, the function ¢ maps a given arc i to the directly preceding arc. The function
¢ maps a node v; to all demand-nodes which are successors of v;. The set J out
defined to be the set of all directly outgoing arcs of node v;. Additionally, the functlon
f assigns, given two nodes v;, v; and a time ¢, the time (v, vj,t) at which the
electricity that leaves node v; at time ¢ reaches node v;. Last, denote n(v;, v;) to be
the sequence of all network arcs leading from the inner node v; to the demand node
Vj.

5.1 Model setting 1: single demand update

In model setting 1 (MS1), we consider the least information about demand that is
possible. We assume that there is only one demand update right at the beginning of
the time period at #. Further developments of the demand processes are not taken
into consideration for the injection at the source or the distribution at the inner nodes.
Therefore, according to Section 4, the optimal inflow is given by

A (T 7(v, V1 fip)
w(ty) = Z E[D(u,) I]:] 1(fin) olin i (s)ds

(v, Vi fin)
{i : Ul'GC} o )\‘ ( )

I M (E o, P, i) foosti | isyds G5.0)
len(ru) A (T (vo, v, tin))

In contrast to Section 4, where we focus on 1-1 and 1-2 networks only, we now gen-
eralized the idea of building sub 1-1 networks for any demand node by introducing
the set n(vy, v;).

We note that also the distribution parameters at the inner nodes are chosen opti-
mally with respect to the knowledge at #y. Since we have already calculated the
optimal inflow shares for any demand node, they can be reused to determine the opti-
mal distribution parameters. For any inner node v; this can be done by allocating all
(demand) nodes included in the set ¢(v;) to the corresponding outgoing arc k of v;.
Then, the distribution parameter for the share of ingoing flux moving from arc i to
arc k at time ¢ is given by

1)
(vg) G 0i, pD), 1)) f e s
Yyt B[ Pit vy | Fio | Tlicnun gy 2AtiP ol

) (i, por).1) f w0 " (s)ds
Zv,eé(v, E I:D;(vl vrot) | ]:;0] Hle'}(viavr) A (i, vp,1)) 1 11

a; () =
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The distribution parameters are mainly driven by the expected demands condi-
tioned on the state of the system at initial time #). In contrast to the calculations for
the inflow at the source node in (5.1), the terms which stem from the flux conserva-
tion property and the damping are now starting in node v; and not in the source node.
Since ¢(vg) C ¢(v;) if arc k is a successor of arc i and all quantities are non-negative,
it holds «; r(¢) € [0, 1]. Additionally, it holds that, due to the tree network structure,
¢(v;) can be comprised of the disjoint union |4 ¢&(vx) which directly leads to the

keJgut

property

> k) =1 (5.2)

keJ;,’i“‘

for any inner node v; and t € [#g, T].
5.2 Model setting 2: multiple time-delayed demand updates

In model setting 2 (MS2), we allow for regular demand updates to improve the accu-
racy of the injection at the source node vg. The update times are given by a sequence
{(fl,.... iy with tg = f; < --- < fy < T. We denote by 7! the inverse of the
function 7 with respect to the time argument such that ~I(vg, vi, ) returns the time
at which the unit that reaches node v; at time s has been injected in the system at
vo. The notation of |s | f assigns the largest update time which is smaller than s. To
account for the update times, we now consider a family of optimization problems of
the following type:

min
uel?

minfeo-ufy0- 1) W) _ 0 2

f o E[(D ~ fOE00,9),9) ‘]—';j]ds

{i : v;eC) mm{t(vo,v,v,tj),T}

st. 2200+ FOCD0 0, 0 + 8P, 1), 1) =0, VistvyeJUC
2O, 1) = zglzi(x, i), VistveJUuC
200, DA (1) = u()
FOER0, 0,0 =ai@® PP, 1),1), Vist v e, koutgoing arc of v;
Y aiumy=1, Vistviel

keJ,ﬁ’[“‘

x €0, 1), 1€lfj il (5.3)

In addition to the initial condition at 7y, we have to set initial conditions at 7 |
for each optimization problem, which are naturally given by the system state of the

predecessor problem at its terminal time. By z(()'lzi(x, 7j), we denote the state of the
densities on the network arcs in the system at time 7;.
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Compared to MS1, the inflow choice is not based on the demand information at
t9, but on the information that is available when the last demand update happened.
Therefore, the optimal inflow at some time #;, € [t 1B f j+1) is given by

; A1 (% W1 tin)
ultn) = Y E[D(”’) |]-1] 1) i i (5)ds

7(vo,vi,tin) '~ 1
{i : v;eC) ’ I3 ()

I A (T (vo, p(v1), tin)) . St pi)ds
At (vo, vy, tin))

5.4)
len(vy,v;)

At the inner nodes, there is also an update procedure for the distribution parame-
ters. For MS2, we follow the idea that the distribution parameters for particular units
are determined when they enter the supply network at node vg. Therefore, we always
use the demand information which is available at the time a particular unit has been
injected into the system. Then, the optimal distribution parameter for the share of the
flux moving from arc i to arc k at node v; and time ¢ is given by

. . (vj,vy.1) .
(¥) - MGCNICHRD P e OLE
queé(vk)E [Df(vi,vq,t) }}—Lt*‘(vo,v,,r)J,}] Hla](v;,vq) M (E(vi,vr,t)) ¢ T

ai (1) =

(v vy.0)

() i IGONICIR) PR ST OLY
Zvref(v»E |:Di(u,-,u,,t> ! }-Lt*‘(vo,tvf,t>Jt}] Hlew(vi,vr) MGt © i

The main difference to MS1 is that we explicitly have to calculate the time
7~L(vo, v;, 1) at which we have the latest information about the demand. The proper-
ties of ; ¢ (¢) presented in MS1 apply also for MS2. If we choose g to be the update
time, we end up with the distribution parameters developed in MS1.

5.3 Model setting 3: multiple instantaneous demand updates

Similar to MS2, the last model setting 3 (MS3) also allows for regular demand
updates at {fl, e, fk} withtg = f| < -+ < fy < T. Therefore, we again consider a
family of optimization problems presented in equation (5.3). Also the choices of the
optimal injection at the source node vy from MS2 in equation (5.4) remain unchanged
because we assume the injection is always chosen optimally with respect to the latest
demand update. The new aspect of MS3 is that also at the inner nodes the flux dis-
tribution is arranged optimally with respect to the latest demand information and not
only with respect to the latest demand information when the particular unit entered
the supply network. Therefore, the distribution parameters at the nodes are not given
by the injection shares, but we have to consider an additional family of optimization
problems for each inner node. The ingoing flux is considered to be given and flux
conservation is required. Based on the choice of the distribution parameters o;  (¢),
we aim to minimize for a given inner node v; and a time ¢ the expected quadratic
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deviation of the difference of demand and supply, i.e.,

2

: (vr) _ M1 T )

,, min > E[(Dav,.,v,,t) OO @i v 1), 1) |fm;j]
{r:vrec(vi)}

st. fOER0,0,0=aic PO, 0, ke I

> i) =1

t
keJlj’t,“

rPeP0n.n="3% O iw, v, 0.0

{rv.ec(vg)}

T MG, BOD, D) fritD | wids

v N ICHD) , ke 5.5)
At (i, vr, 1)) '

len(vi,vy)

In Section 4, we have explained that the flux at the demand node is related to the
fluxes at the inner nodes taking into account the damping and the weighted den-
sities at the inner nodes. Using these relations and introducing the following two
definitions for the sake of better clarity, we can rewrite (5.5) where we additionally
choose the supply at the demand nodes to be the optimization variable and replace
the distribution parameters for a second.

2
: (vr)
min ) E [(Df?vi,vr,t) - m?(t)) | ]:L,J;J}

m; D (v, €é(vi)) (5.6)
st. fOOU 0, 0= mi@OyQ,
{rov €c(up)
where
Ty, f(vi,v,t) N
o= T[] M PO, D) fie 5y, 146 5.7
lento: At (i, v, 1))
r/(vl’vr)
mi(t) == fOC0 1, {i, v, 1), 0. (5.8)

We end up with a family of optimization problems with one constraint. The constraint
ensures flux conservation at the inner node v;. The following Lemma provides an
optimality result on how the distribution of the flow at an arbitrary inner node v;
should be arranged according to the latest demand information at f i

Lemma 5.1 Fix an inner node v;. For t € [fj, fj+1] consider the optimization
problem

2

1 (vr) r 3

’1'11}1(1[1) E |:(Df(vi7vr,t) —m; (l)) |]:tji|
T veed(v)

st [y @ = O 0.0="> mloy .

{rivyec(vi)}
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where fj is the time until which information is available. The optimal choices for
m’ (t), for which v, € ¢(v;), are given by

i@ = E[DY) 17 ]

f(vi,vr,t)
v (@) o - (ve)
| o- Y weE[ps 7]
> vecion ) ve€E(v;)

Proof We set up the Lagrangian function for £ € R:

7| vy T 2
Lo @, nl0.0 = X EB|(D), -ml o) 17 |
v,-leé(v,-)

e o~ Y vo-mlo].

v €¢(v;)

where |C| denotes the number of demand nodes in ¢(v;). The partial derivatives of £
are given by

oL r ric (vrg) rq rq -
i (@m0, 6) = —2E [D,-(w,v,q,,ﬂff/} +2m (1) + £y (1), vy, €E) (5.9)
L 1 el _ e rn r
. (mr@m0.E) = £P 0= 3 om0, (5.10)

vy €C(v;)

Setting (5.9) equal zero, we obtain the following two expressions

(Vry) E
m?‘i @t =E |:Dl~(U;1,U,<q,t)|]:lAji| — EVim ) 5.11)
§_ 1 () 5
27 E | Diy i | =" @) ) (5.12)

Using equation (5.11) for an arbitrary but fixed v,, € ¢(v;) and plugging in (5.12)
for arbitrary but fixed v,, € ¢(v;), v, # vy, we get

) A]_Vf‘(t) [ (Wry) v
1

r1 _ n LI
mi (t)—E I:Df(l)ivvrls[) )/l.rz(t) f(Ui»Urz,l)l tj:|+)/ir2(t)

m(1). (5.13)
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Setting (5.10) equal zero and solving for m? (r) we get together with plugging in
m! (t) from (5.11)

yromro = fPo- Y y0E [D;E)Z,)U'_’J)I.Ej]Jr Y oy %
Vyy €C(V; ), Vpy #Vry Vry €C(V;),Vry #ry
S ACEID DO AN
Uy €8(01), vy vy
') W) .
! g(? L, VO (E [D’YU;’“’] ~f>|ﬁf]_mil(t))
Vry €C(V;),Vry #Vry
Solving this equation for m? () yields
1 [ (vry)
mlf2 () = o (firi)(t) — Z yl_’l ) [Df(vi,v,,,t)u:f/]
yi Uy GE(Ui)!Ur[ #vrz
T 2
; (1) .
vy YO im]-wo))
vy, €E(V7), vy, £y vi @ o
Plugging m;? into (5.13) we get
n "
o W) : ] 7@ [ (W) ] i ® 6
') = E[Dg! 1F = Pt i |+ G ' ©

Ty
B i (0 ()E[D(vr,) | fj]

r 2 t(vi, vy, ,1)
vy €E(v;), vy, #r, (V,' g (t)) !

(y:ll ([))2 (Url) r
D DL [wa,-,v,,,z)'ft}] aN0)
Uy eE(v,-),vrI;&ur2 (Vl' (t))

Next, we collect all terms of m;' (t) on the left side. Additionally, we expand the
factors of the conditional expectations such that they are gathered in one summation
over all demand nodes.

m (1) ( > <t>)2)

vy €C(v;)

E[DEEZJ,Z,I.H%]( 2 (V&»’U))Z)Wf‘(f)ﬁ?(t)

v,,eE(Lvi)
r 7 (vry)
_ Z Yy OE [Dr‘(vi,vq,w \J";j]

vy €C(v;)

(vry)
E [Df(vi,vrl ,t)‘}—fj]

v (@) )

i (i) n Ury A

+ | Wo- Y oE [D[.(u’_,v’_]_tﬂf,f] .
Zu,, c&(vi) (v/'®) vy, €8 (v7)

< mi'(1)
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The optimal inflow from arc i into arc k is then given by

PP, 0, = Z <yl.q - E [D(Uq) |-7:fj]>

f(v;,vq,t)
vg €C(vk)
2
Zu ec(vg) (yq(t)) i
o o Y v oE[pY 1 ]
r 1sYrs
> ecn (V1 ©) vy €6(v7)

O

Using this result, we can directly deduce the values for the optimal distribution
parameter «; (¢) of the flux directed from arc i to arc k at time ¢ in MS3 by

a; k(1) =
2
> (o)
() Yg €C0) 10) )
> (Vo -E|D," F )+ ——— (O — X v OE|DY” |F
uqei(vk)(l [ 1vivg,0 [I:|) Z (yir(t))z " vreC(vi) ' |: vi.vr-t) I/:I
v€C(vi)
2
Z (V,'q(t>)
(vg) Vg €6(v) @) (o)
> \v@-E|D. " Fr )+ ————= [ fa @O — X ¥ OE|D:" |77,
UrEZ‘(v;)([ |: ) tj:|> Z (}/ir(l))z " vr€C(vi) ! [ 1ivr0) tJ]
v ec(vi)

The property from equation (5.2) that the distribution parameters sum up to 1 still
holds true in MS3. But we face the drawback that we cannot guarantee anymore
that o 1 (t) € [0, 1] especially in environments in which demand is highly volatile
and the inflow is low. Negative distribution parameters lead to a negative inflow into
an arc which represents an incorrect and not meaningful solution. This issue can
be avoided by setting potential negative distribution parameters to 0 and add the
remaining shares proportional to the other outgoing arcs. In the special case in which
the inflow into node v; matches the expected demand scaled by the damping and
density-discontinuity compensation, i.e.,

o= wor[py 7]

vy €C(v;)

we end up with the distribution parameters from MS2.

6 Numerical study

In this section, we present simulation results for the theoretical investigations pre-
sented in Sections 4 and 5 on the optimal injection and the different information
settings. We compare a simulation using the optimal injections and distribution
parameters derived in Section 5 with a scenario in which we solve the deterministi-
cally reformulated optimization problems (3.10) using the Matlab routine finincon. In
the end, we focus on the comparison between demands given by the Jacobi process
and the Ornstein-Uhlenbeck process.
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We start with the introduction of the numerical discretization for the SDE given
by the constraint (2.1g).

Discretization of (2.1g) The Jacobi process in the form of (3.5) which represents the
constraint (2.1g) can be approximated using an Euler-Maruyama-scheme on a time
grid (¢) jeny with ¢; + 19 + j At for some At > 0 small enough:

Ziv1=Zj+ Atc(0(tj) — Zj) +o/AtZ;(1 - Z))X;,

where X ; is a realization of a standard normal distributed random variable. Since the
standard normal distribution takes values in an unbounded interval, we need to avoid
values outside the interval [0, 1] for Z ;. Therefore, we add a truncation into the
Euler-Maruyama scheme such that the process is reflected back into [0, 1]

1, ZjH > 1
Zit1 =12 Zi €01
0. %, <0

where Zj—H =Zj+Atc0(tj) —Zj)+o/AtZ;(1 - Z))X;.

Discretization of (2.1b) For the numerical discretization of the network dynamics
from (2.1b), we use a splitting algorithm to separate the flow dynamics and the damp-
ing effects. To solve the flow dynamics on arc /, we use an adaptive upwind scheme
on a time grid (tj.) jeN with tj. 4= ' + At and the spatial discretization (x;);eN
where x; = xo + i Ax. Note that the time grid of the stochastic differential equa-
tion and the partial differential equation do not have to coincide. The step sizes are

chosen such that the CFL condition is satisfied with equality in every time step, i.e.,
1

w7 Mi(tj) = 1. Therefore, the temporal grids depend on the velocity functions of the

particular arc:

1

. At
Z@’Hl (l) i Jk it )< 0.j 51311)

In a second step, we take into account the damping and calculate z(l) JH by

1 ~ 1
2D = (1 = Az

The choice of the upwind scheme is reasonable here, since we have linear dynamics
with a fixed direction of movement. However, because of the different temporal step
sizes on the different arcs, there might be a mismatch in the time grids of two con-
secutive arcs. To ensure flux conservation at every node, it is necessary to align the
temporal grids of the discretization. Therefore, we introduce a time grid (tf) jeN with

fixed step size Ar* > 0 and t;f = 1o + j - At* which is not dependent on the veloc-

ity functions of the arcs. At every node vy, the ingoing flux fiflv’ ) on this time grid is
calculated by

iyt t# it — 1
+ J +z @, k+1A (t(l) ) J

1),k
f(vl)(t#) =050ah Zend k1

# ol 4l
end , forti €[t tryy),
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.k

end denotes the density at the last spatial grid point of arc [ at t,i.

where z
Analogously, the outgoing fluxes of node v; given by f(fl'j{) have to fulfill

T B SRR s
W) 4 myky el T ke L #
out (1) = ) o A () " for i € [ 1 ).

me]u"[”l

The values of ng),k act as the boundary conditions for arc m € J,j;“‘ and are
calculated using the distribution parameter o; (t;") and a weighted temporal average
by

# ) #
(u’)(l;f) 17— é&r[)(ffﬂ) e — 1}

(m),k ,.m m out J m # _#
z @) = a7 , fort™ e[t],17.).
b "\ e af T ) A J = ke el

The reformulated and deterministic objective function of the optimization problem
in (3.10a) and the optimization problems resulting from MS3 in (5.6), which can be
similarly interpreted as a deterministic optimization problem, are calculated using
the finincon solver from Matlab R2021a.

To validate whether our numerical study works in expectation, we perform a
Monte Carlo simulation with N = 500 samples and consider a time period from
to = 0to T = 2.5. For the Euler-Maruyama scheme, a temporal step size of
At = 10~% is chosen. In the Upwind-scheme for the discretization of the dynamics
on the arcs, we choose Ax = 5 - 1073 and adjust the temporal step size such that the
CFL-condition holds exactly.

As an error measure, we consider a normalized root mean squared error of the
deviation between the actual demand and the supply for any demand node v;. The
integration is performed on the interval starting at the first time an injected unit
reaches the demand node up to the terminal time 7" and approximated using a rect-
angular rule. For better comparability, we normalize the error such that the time
an injected unit reaches the demand node does not influence the error measure
significantly, i.e.,

. 1 T ) o 2
normRMSE; (z(1, ) = ”7/ E [(Df‘v') — fOEOA,s), s)) |]:f‘]ds'
T — t(vo, vi, t0) Jiwo,vi,10) J

6.1 Simulation results for a 1-2 network

We start with the presentation of results for a 1-2-network shown in Fig. 5. Even
though this seems to be a very small example, the main characteristics are observable.

Deterministic demand For validity purposes, we define a benchmark framework in
which we do not consider any stochasticity in the demand, i.e., o @) = (. Further-
more, we assume the velocities on the network arcs to be independent of time and
constant all over the network. We investigate a setting without any damping term
(p.l.l () = 0) and compare it to a setting with constant and time-independent damping
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(y,l.z(t) = 0.4) in the supply network. The choices of the parameters can be found in
Table 1.

Figure 6 shows the input control at the source node vg for the case with and with-
out damping when we solve the optimal control problem (3.10) using finincon. A
simulation with the optimal inflow and distribution parameters from Section 5 leads
to almost exactly the same result. We also present the comparison of supply in all
the model settings (MS1, MS2, MS3) and demand at the two demand nodes v, and
v3. Since the demand is purely deterministic in this setup, supply matches demand
almost perfectly in all three cases. Due to the deterministic setting, the demand evo-
lution is known in advance and no further improvement can be achieved when adding
demand updates. We do not observe any difference in supply comparing the damped
system with the system in which there is no damping; therefore, we present only one
figure for supply and demand at each node. This is an expected effect since the loss
that occurs due to the damping is known in advance and taken into account when
we determine the control. We will observe this pattern not only in this simple deter-
ministic setting but throughout the whole section. The effect of the damping can be
recognized in the two different controls. In the damped scenario, the control has to be
larger than in the undamped case. Note that the controls of MS2 and MS3 coincide.

We compare the normalized root mean squared errors in a Monte Carlo simu-
lation with N = 500 runs of the different information and update scenarios using
the optimal conditions and finincon. For MS2 and MS3, we choose update intervals
of Aty = 15—4 which correspond to 6 updates. The normalized root mean squared
errors with superscript 1 and superscript 2 correspond to the undamped and damped
scenario, respectively. Since for a deterministic demand process, all three levels of
information coincide, the error measures look the same for all cases, i.e., for the
fmincon study normRMSE! = normRMSE% = 0.795 - 10~* and normRMSE; =
normRMSE% = 0.155-10~*. The deviations from these error measures for using the
calculated optimal values are negligible.

Stochastic demand and non-constant velocities and damping As a second example
we discuss a scenario, where on the one hand we have highly fluctuating demand and
on the other hand the dynamics which differ from arc to arc may be dependent on
the time. Table 2 shows the particular choices of the parameters. Similar to the first
example, we distinguish between a scenario with and without damping. For MS2 and
MS3, we choose update intervals of Aty, = 15—4 which correspond to 6 updates.

Table 1 Parameter choices for the 1-2 network in the first example

Arc a0 pl®)  pX@) Node  0%)(r) Pacy o) (do)
14 0 0.4 - - - - -

2 14 0 0.4 v 0.45 4+ 0.2 sin(z + 1) 0 0 0.4

3 14 0 0.4 3 0.5403sin(tr —0.5) 0 0 0.6
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Control at node v0 (undamped)

Control at node v0 (damped)
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Fig.6 Control at the source node vy for the undamped scenario (left) and the damped scenario (right) and
the supply in the three different settings plotted together with the actual demand from the first example

Figure 7 shows one particular realization of the demand process with the cor-
responding controls and supplies at the demand nodes. Again, we provide the
illustrations for the study using fmincon. The results for the scenario with optimal
parameters do not differ significantly. Comparing the controls we observe that they
are generally larger in the setting with damping. Additionally, we observe jumps in
the controls of MS2 which correspond to new demand information. The demand at
node vy generally evolves lower than in mean and approaches 0 occasionally. There-
fore, the supply given by MS2 and MS3 fit demand much better than supply from the
unupdated setting MS1.

To validate whether the update strategies provide smaller errors, we again perform
a Monte Carlo simulation of N = 500 runs and compare the normalized RMSE using
fmincon and the optimal values in Tables 3 and 4.

Table 2 Parameter choices for the 1-2 network in the second example

Arc A (1) HOENHG) Node 60 (r) k@) gD (o)D)
1 14+sin@rr) 0 0.4+ 0.2sin(t) - - - - -

2 124sin@2rr) 0 0.5+ 0.2sin(wr) vy 0.45+02sin(tr + 1) 2 2 0.4

3 12+4sin(dwr) 0 0.5+ 03sin(rt) v3 0.5+ 03sin(tr —0.5) 1 3 0.6
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Control at node v0 (undamped) Control at node v0 (damped)
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Fig.7 Control at the source node vy for the undamped scenario (left) and the damped scenario (right) and
the supply in the three different settings plotted together with the actual demand from the second example

The error of the damped and undamped scenarios coincide and we observe, as
expected, that the error reduces when more information is taken into account.

We remark that the run-time for the implementation is mainly driven by the time
that is required to solve the optimization problems using fmincon. For example, the
computation for a sample of N = 100 runs for the 1-2 network in the case of MS1
and MS2 takes about 220 min on a standard desktop PC with a CPU of 3.19 Ghz
using the above chosen parameters. The calculation for MS3 scales approximately
by factor 2 due to the additional optimization problem that has to be solved at node
v1. A simulation using the optimal parameters takes depending on the model setting
between 20 and 40 s.

Table3 normRMSE for the different Model Settings (MS) in the 1-2-network in example 2 using fmincon
for the optimization problems

normRMSE% normRMSE; normRMSE% normRMSE%
MS1 0.3635 0.3561 0.3635 0.3561
MS2 0.3175 0.2612 0.3175 0.2612
MS3 0.3016 0.2525 0.3016 0.2525
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Table 4 normRMSE for the different Model Settings (MS) in the 1-2-network in example 2 using the
calculated optimal values for the inflow and the distribution parameters

normRMSE% normRMSE% normRMSE% normRMSE%
MS1 0.3579 0.3488 0.3579 0.3488
MS2 0.3155 0.2614 0.3155 0.2614
MS3 0.2928 0.2517 0.2928 0.2517

In Table 5, we show the evolution of the error reduction for varying the number of
updates. Since this has no influence on MS1, we only consider MS2 and MS3. The
tables show the reduction of the errors compared to a setting without updates. It can
be observed that the errors are significantly reduced using more and more updates.
But since the increases in the reduction get smaller when doubling, the number of
updates at a high level, it seems reasonable to assume that there is some base error
that cannot be undercut.

6.2 Comparison to an Ornstein-Uhlenbeck demand process

Next, we perform a demand simulation using the Ornstein-Uhlenbeck process intro-
duced in (3.2) and compare it with the results we obtained from the Jacobi demand.
The Ornstein-Uhlenbeck process can be also discretized by an Euler Maruyama-
scheme on a time grid (f;)jeny with #; + #o + jAt for some At > 0 small
enough:

Zipi=2;+Atk@@j) — Z;) +6X;,

where X ; is a realization of standard normal distributed random variable.

Table 5 Error reduction for normRMSE at vy and v3 compared to the setting without updates

v MS2 MS3 v3 MS2 MS3
No update 0.3579 0.3579 No update 0.3488 0.3488
1 update 2.71% 3.16% 1 update 7.45% 8.20%
2 updates 4.86% 5.81% 2 updates 12.79% 14.28%
3 updates 6.68% 8.19% 3 updates 17.09% 18.98%
6 updates 11.85% 14.47% 6 updates 25.06% 27.78%
12 updates 17.83% 22.24% 12 updates 31.22% 34.86%
24 updates 22.10% 28.28% 24 updates 36.87% 41.08%
48 updates 24.98% 32.33% 48 updates 40.02% 44.47%
96 updates 26.71% 34.81% 96 updates 41.89% 46.39%
192 updates 27.71% 36.18% 192 updates 42.98% 47.50%
384 updates 28.25% 36.94% 384 updates 43.46% 48.02%
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To compare the Jacobi demand with a demand generated from the Ornstein-
Uhlenbeck process, we assume the same parameters for «, 6 and initial demand as
in Table 2. The stochastic perturbation size in the Jacobi process depends on o as
well as the state of the process itself and cannot be transferred analogously since
the stochastic perturbation in the Ornstein-Uhlenbeck process is exclusively given by
a factor 6. We use 6 2 = 0.14,6®) = 0.1 for the Ornstein-Uhlenbeck process
which represents a comparable choice for the intensity of the stochastic fluctuations.

For the same realizations in the probability space as for the simulation that cor-
responds to Figs. 7 and 8 shows the Ornstein-Uhlenbeck demand process with the
corresponding controls and supplies. In contrast to before, at node vy, negative
demand occurs around ¢ = 1.5, and even negative supplies around ¢ = 2, due to
the unboundedness of the Ornstein-Uhlenbeck process. This effect does not have a
natural interpretation and shows the drawbacks that may arise using the Ornstein-
Uhlenbeck process as a demand process. Since we work with the same realizations
in the probability space as in the previous example for the Jacobi process, we can
compare both demands and observe that the Jacobi process also shows low demands
in this area, but due to its characteristics always stays non-negative.

Control at node vO (undamped) Control at node v0 (damped)
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121 pmos, ; 12}/ \\ /,/
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- / r . PN, "
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Fig.8 Control at the source node vy for the undamped scenario (left) and the damped scenario (right) and
the supply in the three different settings plotted together with the actual demand from the third example

using an Ornstein-Uhlenbeck process
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7 Conclusion

In this work, we have derived an explicit optimal control strategy, depending on the
level of information, for supply networks with uncertain demand. The properties of
the Jacobi process, in contrast to a demand governed by an Ornstein-Uhlenbeck pro-
cess, are used to guarantee a reasonable interpretation of demand and supply in the
case of supply networks. An explicit representation of the optimal input and the distri-
bution parameters allows for a suitable and efficient numerical treatment. Numerical
examples illustrate the main characteristics of the optimal control problem.

Future work includes the consideration of transport networks with nonlinear
dynamics and uncertain demand using the Lax-Hopf technique [27].

Appendix

We present the detailed calculation of the second moment for a Jacobi process with
time-varying mean reversion level given by the SDE

dZ, = k(@) — Z)dt + o/ Z,(1 — Z,)dW,. (A1)

Lemma A.1 Let (0,),en be a sequence of step functions converging uniformly to a
function 6 € C Y1, TD. Additionally, let lim t,, = T. Then, the conditional second
n— o0

moment for the solution of (A.1) is given by

T s
E[Z3|Z;, = z0] = / 2K0(s) +a?) (Zoe—m—m) +;</ e(r)e—K“—’)dr) = QeI =) g
1o 1
+ Z(z)e—(zwaz)(r—m)'

Proof For a constant mean reversion level, the conditional second moment is pre-
sented in equation (3.4). The idea of the proof is to use this expression to find a
representation of the second moment for piecewise constant mean reversion levels
and then use a uniform limit to show the result for continuously differentiable func-
tions 6. First, assume that for 1y < #; < ... < t, on a bounded interval [¢tg, t,], 0 is a
step-function, i.e.,

n—1

0(t) =Y 01,0 (0) (A2)

i=0

for 6; € R. For n = 1, we obtain the the conditional second moment as in (3.4).
We use an induction to calculate the conditional second moment for an arbitrary
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n+1 € N assuming that the conditional second moment is known for a step-function
with n steps is given by

n—1 2 2
2 . _ 2k0; + 0°)6; — 40Dt —ti11) k6; 2k6; +0°) — Q40 (ty—1;)
E(Zy|Ziy =201 =) [72“%2 e s el
i=0
n—1

o2/ d

+ 2 |:2K‘9’7+‘27(Z(9j_1 _ ej)e—m,-H—t,-)—(2/<+az)(r,,7r,-+,) _ ei_167(2K+02)(r,,—t,-)
K +o

i=1 j=1

i—1

j=1
n—1 ) 2
4 Z |:2K6’7+(;(Z0 — 6) (e—K(ti+1—to)—(2k+r72)(fu—ti+1) _ e_K(fi_[O)—(ZK'HYZ)(fn—fi)) :|
P K+o
2
2"9:+;’ ((ZO,go)e—xm—m)—(zwazxrn—n),Zoe—<2x+n2)(zn—ro>)+zge—(2x+az><rn—m>. (A3)
K o

Then the induction step to n + 1 reads

In+1

E |:th,,+] |Z,0 = ZO] =E I:Z2 - thn + thnlzto = ZO] =E |:E |:Zt2,,+1 |an = Zn:l |Zf0 = ZO]

2 2
— E[(ZKG” to )9” ZKG” to (Zn _ gn)e—K(tn+]—tn)

2k + o2 K +0?
2 2
(2 266, + 0 k0n (26, +07) e—(2x+o2)(m+1—m))zf =20
" k+02 " Q40D +02) 0
k0, + 000, 20, + 02 [ < B .
= 9. 1 —0;)e Ktnt1-1))
2 + 02 + K +0? ]X_;(/ 1 j)e
266, + o2 _ 2 _ A (o —t)— 2 _
_ - '_‘i_ = <0n7|€ Q2x+0)(tag1—1n) + 2(9/‘—1 _ 9j)€ Kty —1j)—(2k+02) (thy1 tn))
j=1
2 2
Kk6p 26y +0°) — 26402ty 1 —tn) + 2k6p + 0 (20 — 60) <efk(tn+1*f0) _ e*K(lrz*’O))
2k +0)(k +02) Kk +o2
n—1 2 2
n Z (2k6; + o°)6; e—(2K+UZ)(In—li+l) i k0; 2k0; + 0°) e—(2K+52)(fn—li)
pard 2k + o2 2k +02)(k +02)

n—1 i

26; +o” K (ti 41— 1))~k +02) (g —ti41)

L =0y e ")
J=

) 2 i1
26 +o (Bi,le*(z’(*"z)(’”f”) i 2(01*1 _ gj)e—x(n—tj)f(2K+ol)(rn7n))i|
j=1

! 2k 6; +02 2 2
i —k(tip1—10)— 2k +0 D)ty —ti41) —k(ti—10)— k+02) (ty—1;)
+ g — 5 (o — 8 (e e lti+1=10) = ) —e 0 )
|: P B <( 0 o)

i=1
2k60 + o2

— zpe
Kk +o02

((zo — )10~ @k+0) =) —(2K+oz>(rn—to>)

+ de—<2x+oz><rn—m>]e—(2~+az><m+1—rn>.
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Summarizing, we obtain the proposed equation (A.3). As a last step, we calculate
the limit for n — oo.

E[Z%|Z;, = zo]

= lim Z Qb + 0200 ettt , KOG+ 0D _ero?)n)
n—00 2k + (7'2 (2¢ + 0'2)(’( + ‘72)

26 + 02 [ i —1)— 2 1, _ 2 1.
+ Z - Z(Qf—l — 0))e < Uim =)= @etoDti—tiz) _ g, o= ZetoT)tn—ti)
=L xkto =

i—1

=Y 01— Gj)e*“("'*’f)*(z”az)(’"”“)]

j=1

S 2x6; + o’ —k(tip1—10)— 2k +02) (tn—ti11) —k(t;—t0)— 2k +02) (tn—1;)
+Z|:W(ZO_00)(6 + t—e )]
260 + o?
K+o
+23 e—(2x+«7 )t —10)

((Zo — fp)e =10~ @xto D)t —1) —(2x+az><rn—tn>>

— z0€

9(,0)[(2;(“2)(17;0)

Qe0(t0) +02)0t0) ( b K ety _ 2K000) + o?
2k + 02 K +0? Kk +o?

n—1

. 2kc6; + o > _ 2y _p _ 2 —p
1 (9. Qet+o ) tn~tiv1) _ g, o= (2k+07) (1 r,))
+nggo|:§|:(2k+az)(lc+az) <(K+o \oie i-1e

3 |2/<(9 +02 2
_ b —(2+07) (ta—1;) _ 0:)e—CrHo D tn—ti1)
+x6—6i_1)e ):|+§ o G = e -
n—1 2k6: 2 i—1
+3 Kb +o Z(e ey )( —K (11 =1)) = k40t —1i41) _ —Ku,—z,>—<2x+n2)<z,,—u>)

. K +o2
=

Ly o P8 +0? 2 2
! —k (ti11=10)— 2k +0) (tn —ti 1) —k (ti—to)— 2k +0 ) (ta —1;)
+ g 20 — 6 (e ellivi=fo ) —e 0 )
Z |: s (zo — 6o)
+22e —2uc+02)(T—19)

_ (2x0(10) +07)0(10) - Crtod)(T—ig) _ 2K0(0) + o? B(t0)e~ -+ T 1)
K+ o2 K+ o2
fT 2c0(s) + o
1o

2k +02)(k +02)
. fT 260(s) + o2
1o

((2K +0?) (e’<s) Qi+ UZ)G(S))) e QrHaDT=9) g

s
. <—9’(s) + / —0'(r)(k + az)e*K(S*’)dr) e~ BHATNT =) g
K+o 10

f (2K0(s) + o )(ZO_G(ZO))e—K(Y 10)— 2k +02)(T - ”dx-é—zz —Qk+02)(T—19)
1o
T

= | @b(s) +02)(9(s) - /S
Iy

9/(r)efk(sfr)dr +(z0 — 9(to))efx(xfto)>E*(Z}H»UZ)(T*A')dx
fo

+22 —Qk402)(T—19)

5
= / (2x0(s) + o) <z()e7'((57’“) + K/ G(r)ef"(kr)dr> ¢ CrtoN)T=5) 4y
to fo

+z2 —Qk+02)(T—1p)

O
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