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Abstract: In this paper, an integrated fuzzy production, transportation and pricing model for multi-product
multi-market is presented by considering three factors, production planning, transportation strategy and
pricing decision as a system. We discuss the properties of the fuzzy objective function, and propose a
solution method for the integrated fuzzy production, transportation and pricing model for multi-product
multi-market model based on a generalized convex theoretical foundation. An equivalence relationship
between the proposed model and a fuzzy variational-like inequality problem is developed, and some relevant
theorems of solution for the fuzzy variational-like inequality are proved. Finally, An numerical example is
provided to illustrate the validity of the method. Compared with the traditional method, the results show
that the proposed method can effectively reduce transportation costs and increase total profits.
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Introduction

In recent years, there has been a growing body of research focusing on production plan-
ning, pricing decisions and transportation strategies under uncertainty. There are many
uncertain factors when seeking to determine production, transportation and pricing, such
as manufacturing costs, customer demand, and transportation costs. As these uncertain
factors can affect revenue management, they can not be neglected. Much of the research
in this area has tended to concentrate on the randomness aspect of uncertainty and several
stochastic modeling techniques based on certain probability assumptions have been devel-
oped in which the uncertain parameters are typically modeled using probability distributions
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(see [11,15,31,41]). However, in practice, probability distributions may not be available or
may be difficult to estimate exactly from limited data points, e.g. when deciding upon
prices, the decision-makers only has some vague ideas about the levels of demand associ-
ated with each feasible price. Under this scenario, fuzzy set theory, which was introduced
by Zadeh in 1965, is considered an appropriate modeling tool when uncertain parameters
cannot be adequately described in distributions. Uncertainty parameters are able to be
estimated approximately using the managers’ judgments, intuition and experience, and can
be characterized as fuzzy variables [58].

We consider the following problem. Monopoly firms have many factories which produce
multiple products with a varying demand. These products are sent to multiple sub-markets
through distribution centers. However, as the different sub-markets have different fuzzy
demands, the product prices are different in these sub-markets and can be represented as
fuzzy functions of the demands. At the same time, the different products have different fuzzy
transportation costs. How many products to be produced in the factories, how to price in the
sub-markets, how to allocate these products efficiently and how to transport these products
to each sub-market are problems that decision-makers have to solve to guarantee maximum
profit, which is the primary focus of this paper.

There exist researches on production planning, transportation and pricing decision prob-
lems have typically focused on considering individually production/pricing problems [6, 9,
14, 33, 55], or on considering individually transportation problems. Very few researches
have jointly considered the production decisions, the transportation strategies and pric-
ing decisions in one optimization model. In terms of the production and pricing problem
for multi-product multi-market in a deterministic or random environment, extensive re-
searches have been conducted on third-degree price discrimination and its social welfare ef-
fects (see [18,23,25]). In a fuzzy environment, a novel two-stage fuzzy optimization method
for solving the multi-product multi-period production planning problem was proposed by
Yuan [56]. Vasant [52] presented new methods for solving fuzzy production planning prob-
lems with vagueness parameters alpha and fuzzy objective coefficients. Sun [51] proposed a
bilevel model to describe the pricing and production decisions with fuzzy demand and fuzzy
cost parameters. The upper level is to determine the optimal price and production quantity
with capacity constraints. The lower level problem tries to structure a distribution pattern
of customers or markets that will satisfy his demand at minimum cost. Zhao et al [57]
analyzed the pricing problems of substitutable products in a fuzzy supply chain using game
theory. An optimal pricing decision problem for a fuzzy closed-loop supply chain with retail
competition was considered by Wei and Zhao [53]. In Ref. [1], the optimal decision prob-
lem is analyzed based on a fuzzy price and sales effort-dependent demand to evaluate how
members decide wholesale price, collection rate, retail price, and sales effort under different
decision-making structures. Six game theory models are established and optimal solutions
are extracted and compared by applying game and fuzzy theories. Ghomi-Avili et al [19]
presents a fuzzy bi-objective bi-level model with a price-dependent demand for the network
design of a closed-loop supply chain in the presences of random disruptions at suppliers.

There have been significant researches on transportation problem, such as [10,12, 36,48,
49]. However, most of these considered a transportation equilibrium model under known
conditions of supply and demand between each origin-destination pair under deterministic
or random cost. In a fuzzy environment, Basirzadeh [2] proposed a systematic procedure for
solving all types of fuzzy transportation problem whether maximize or minimize objective
function. Chakraborty et al [7] proposed a new approach for solving a fully fuzzy transporta-
tion problem, which is an extension of popular approach of solving transportation problem
(i.e., North West corner method, least cost method, Vogel’s approximation method, modi-
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fied distribution method). Maity and Roy [32] explored the study of fuzzy transportation
problem (FTP) using multi-choice goal-programming approach. Kundu et al [27] presented
type-2 fuzzy variables for solving fixed charge transportation problem where total trans-
portation cost is minimized. Sinha et al [50] proposed a fuzzy transportation problem with
two objective functions, one is to maximize the profit while the other is to minimize the
transportation time. Baykasoglu et al [3] presented a novel method based on the constrained
fuzzy arithmetic concept to solve fully fuzzy balanced/unbalanced transportation problems
in which all of the parameters (source capacities, demands of destinations, transportation
costs etc.) as well as the decision variables (transportation quantities) are considered as
fuzzy numbers.

About integrated production and transportation problem, there also exist significant re-
searches. Under certain condition, Philippe et al [39] proposed an extension of the integrated
production and transportation scheduling problem by considering multiple vehicles for opti-
misation of supply chains. Jalil et al [24] proposed a de-centralized bi-level multi-objective
model for integrated production and transportation problems in closed-loop supply chain
network with positive and reverse product flow. Under fuzzy condition, Sakawa et al [45]
consider a production and transportation fuzzy planning under the assumption that the
manufacturer makes multiple products at factories in multiple regions and the products are
in demand in each of the regions. A fuzzy linear programming to describe production and
transportation plan that minimize the total sum of the production cost and the transporta-
tion cost was presented by Rommelfanger in [43]]. Liang [29] presented a novel fuzzy muti-
objective linear programming model to solve integrated production-transportation planing
decision problems in supply chains in a fuzzy environment.

In this paper, we jointly consider above three problems: production planning, trans-
portation strategy and pricing decision for multi-product multi-market in a fuzzy environ-
ment. For this complex problem, extensive research has been conducted and has produced
many different fuzzy production-pricing models and fuzzy transportation strategies, or fuzzy
production-transportation models and fuzzy pricing strategies. But very few have jointly
considered the production planning, the transportation strategy and pricing decision for
multi-product multi-market in one fuzzy optimization model. Note that most fuzzy produc-
tion planning, transportation and pricing for multi-product multi-market (FPTPMM for
short) problem cannot be obtained through a mere addition of a single fuzzy production-
pricing strategy and single fuzzy transportation strategy, as the different sub-markets have
different demands, and the different transportation paths have different transportation costs
associated with the production quantities. The optimal production quantity determined in
fuzzy production-pricing strategy has limited the traffic flow in fuzzy transportation plan-
ning, which means that the total profit is not necessarily maximized. Instead, it should
be considered as a system which has three influence factors, namely, fuzzy market demand,
fuzzy production cost and fuzzy transportation cost. It’s necessary to propose an integrated
FPTPMM model. Xu et al [54] have simultaneously considered a production, transportation
and pricing optimization problem for multi-product multi-market in one optimization under
the certain conditions. In this paper, we consider the FPTPMM problem as a complicated
transportation network refer to Xu et al [54], where the supply and demand are fuzzy deci-
sion variables, and transportation is also fuzzy decision variables. The objective is to pursuit
the maximum profit of the whole network, and an integrated FPTPMM model would be
proposed. In order to solve the FPTPMM model, we will discuss the relationship between
the integrated FPTPMM model and vector variational inequality.

The remainder of this paper is organized as follows. Section 2 gives the key problem
description and some notations which will be used in the sequel. Section 3 establishes the
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integrated FPTPMM model based on transportation network graph. In Section 4, according
to giving some preliminaries and the analysis for generalized concavity property, such as the
incave and preincave, equivalence relationships between the integrated FPTPMM model and
a fuzzy variational-like inequality problem are developed. We also propose a specific solution
method for the integrated FPTPMM model in this section. Section 5 proposes a numerical
example and its compare results with traditional model in which the production planning,
transportation and pricing problems are solved separately under fuzzy environment. Section
6 presents some conclusions and offers ideas for further research.

Key Problem Statement

A monopolistic firm has n; factories which produce homogeneous products. These products
are sent to nz sub-markets through nsy distribution centers. Different factories have different
production costs, different transportation arcs have different transportation costs and differ-
ent sub-markets have different demands and product prices. For each pair of factories and
sub-markets, there may be many connecting paths. We consider a production and transport
network in which m products traverse the network, with a typical product denoted by j.
Consider a general network G = (N, A) where N denotes the set of nodes representing nq
factories (01,02, -+ ,0,,) and nsy distribution centers (My, Ma, -, M,,), as well as ng
sub-markets (D1, Do, -+, Dy,), i.e. |N| =ny + n2 + ng, as depicted in Fig. 1(a). For each
pair of factories (named the origin) and sub-markets (named the destination), there may
be many possible paths (see Fig. 1(b), left). Price of each product at each sub-market is
not an constant and dependent on its demand quantity. Because different sub-markets have
different demand functions and different arcs have different transportation costs, to obtain
maximum profits the decision makers need to choose production outputs for every factory
and transportation flows and paths from the point of origin to the point of destination.
That is to say, for each product, a monopolistic firm must decide how many products need
to be produced in each factory, the most efficient way to transport these products from
the factories to the sub-markets, and the ideal price for each product in each sub-market.
Decision-makers need to decide the production output of each factory, the transportation
flow for each arc and the price in each sub-market. The decision variable in our model is
the network production flow matrix g. If we know the production flow matrix ¢, then we
also know the factory production quantities, the price of each product in the sub-markets,
and the transport methods for these products.

Motivation for employing fuzzy functions for PTPMM problem are given as follows.
In real production, transportation and pricing problem, the available data are not always
exact or precise. Various types of uncertainties appear in those data due to various reason
such as insufficient information, lack of evidence, linguistic information, imperfect statistical
analysis, etc. In order to describe and extract the useful information hidden in uncertain
data and to use this data properly in practical problems, many researchers have proposed a
number of improved theories such as fuzzy set, random set, rough set etc. When some of or all
the system parameters associated with a decision making problem are not exact or precisely
defined, moreover those are represented by fuzzy, random or rough sets(/variables), etc.,
then it is called that the problem is defined in those uncertain environment respectively. As
different people have different feelings for uncertain demand and cost caused by the uncertain
environment and there is no clear definition of this change. So in this situation, it can be
characterized by uncertainty of fuzziness, and stochastic models may not be the best choice.
Fuzzy set theory may provide an alternative approach for dealing with these uncertainty.
It can be used to represents the uncertain production cost, unreliable transportation cost,
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and the fluctuated customers demand. Therefore, fuzzy variables that can take into account
fuzziness are favored by decision-makers to describe the uncertainty and vague information.

The greatest uncertainties in this study are caused by the modelling technique-related
parameters. Take transportation cost of transporting one unit of the product as an exam-
ple. In practice, in order to collect the transportation cost of transporting one unit of the
product, investigations and surveys were made to different experts, and the experts usu-
ally can not give an exact expression for it. So in this situation, triangular fuzzy numbers
are more suitable to explain uncertainty in these parameters such as transportation cost of
transporting one unit of the product is about d,,, but definitely not less than d;, and grater
than dg. Therefor, triangular fuzzy numbers (dr,d,,dgr) is applied to express parameter
for transportation cost of transporting one unit of the product. The situations are similar
with the production costs and the customer demands. These can be estimated by experts
and professional engineers using fuzzy variables to interpret parameters for production cost
function and market demand function.

The list of symbols used for the development of the model is given in Table 1.

Notations  Explanation

A set of directed arcs, let a; € A denote an arc connecting a pair of nodes

I set of all the O-D pairs associated with each pair of factor and sub-market,
and |I| =1

P; set of paths that connect an O-D pair i € I

keP; denote the path k, consisting of a sequence of arcs connecting an O-D pair of
nodes ¢

qi transportation flow (named production ﬁow_in followirl_g) on path k of product j

I production vector of product j, and ¢/ = (¢},¢3, - ,q);)T, where M = D ier 1Pl

qk production vector on path k, and qx = (q},q%, - ,q}")

q an production flow matrix of the network, ¢ = (qi)MXm

J production quantity of product j produced by factory O,

é{ fuzzy transportation cost of product j on arc a:

Ct total fuzzy transportation cost on arc a;

C’_,Z fuzzy transportation cost of product j on path k

d demand quantity of product j for the O-D pair ¢

D? demand quantity of product j in sub-market D

Bs set of paths which the destination of the path is sub-market D

3 fuzzy production cost of product j produced by factory O,

Jn total fuzzy production cost in factory O,

Z fuzzy production cost of product j allocated on path k

(C’toml)i total fuzzy cost for product j on path k, and (émml)i = C‘i ® f,ﬂ

A fuzzy price of product j in sub-market Dj

f,i fuzzy revenue of product j on path k

fri fuzzy profit of product j on path k

&b abbreviation for fuzzy sum, for example, @le T; =21 D a2 P x3

Table 1: Notations used for the development of the model

Modelling
Assumption

Considering the complexity of the problem and referring to the existing literature [30,40],
we do some assumptions as follows:
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(i) The transportation cost functions are separable, the total transportation cost on each
arc is equal to the sum of the transportation costs of all products.

If the unit transportation cost for each product on each arc is constant. then the as-
sumption (i) is reasonable. For the case that different products are delivered using the
same mode of transportation (e.g., truck)7 we assume that the total transportation cost can
be distributed to each product according to some means (e.g., the ratio of each product
transportation flow).

(ii) The production cost functions are separable, i.e., the total production cost in each
factory is equal to the sum of the production costs of all products.

(iii) There are no inventories in the side of factories, distribution centers and demand
markets.

(iv) The transportation cost function, production cost and market demand function are
fuzzy functions, and the parameters of them are triangular fuzzy numbers.

Integrated FPTPMM model

Our goal is to find the production flow matrix at which profit is maximized. To obtain the
optimal production flow matrix ¢, we need to know the objective function for this problem,
that is, the total profit function. In the following, we first allocate production cost and
revenue for each product to each path and study the cost function and revenue function of
each product on each path (see Fig. 1(b), right), and then calculate the profit on each path.

Because d] is said to be the demand for the O-D pair i for product j, then Y, _p q; = d},
which states that the demand for the O-D pair ¢ for product j is equal to the sum of the
production flows on all paths of the O-D pair ¢ for product j. So the set

Q:{q:inO,Zqizdf,ié[,j:l,?,---,m}
keP;

is the feasible set. @ is clearly a convex set. In many production and transportation
problems, the demand on sub-market were considered as known constant (See [26,34,49] or
fuzzy numbers with known membership function (See [13,20,37,38]). In this paper, d] is
considered to be a decision variable which is decided by the production flow of product j on
path k, g].. So, the feasible set can be rewritten as

Q:{qq‘ézovlelvkephj:la27am}

Firstly, we find the fuzzy transportation cost function for product j on path k. The fuzzy
cost of product j on path k should be the fuzzy cost of all products j on arcs a; which belong
to the sequence of arcs on path k (See [?,28]). So, according to assumption (i), the fuzzy

transportation cost function for product j on path k, C‘,JC : RM>m 5 B(j=1,2,---,m),
Ci(ql) = P duél, (a)),
a €A

where dy, = 1, if arc a; is contained in path k, and 0, otherwise. If unit cost of transportation
of unit product on arc a; is a fuzzy number like references [16,37,38], then & (q7) is a fuzzy

linear function: & (qi) = ¢ - qj,, which is a special case.

Remark 3.1. In this formula, we have used the fuzzy Minkowski addition @ & ¢ and mul-
tiplication A@. About their operations we use the a-level cut set to represent. More detail
about fuzzy Minkowski addition and multiplication please see Section 4.
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Secondly, we need to determine the fuzzy production cost function for product j on path
k. If the origin of path k is factory O,, then the production cost for product j on path k
is gﬁl(qi) If, for example, path 1 is composed of arc O; — M; and arc M; — D; in Fig.
1(a), i.e., the origin of path 1 is factory Oi, according to assumption (ii), then the fuzzy
production cost function for product j on path 1is f7(ql) = 1 (¢]), path 5 is composed of
arc Oy — M, and arc My — Dy, i.e., the origin of path 5 is factory Oz, then the fuzzy
production cost for product j on path 5 is f2(ql) = §(ql). So, the fuzzy production cost
for product j on path k can be written as

ni
flq]) = P arndl(al),
n=1

where ay, = 1, if the origin of path k is factory O,,, and 0, otherwise.
Because the total cost includes production cost and transportation cost, then the total
fuzzy cost for product j on path k can be written as

(Crotar)l,(a) = Ci(al) © fl(a])-

Next, we need to determine the fuzzy revenue function for product j on path k. Obvi-
ously, revenue is the simple multiplication of quantity by price: Revenue = Quantity+*Price,
where Quantity is the total number of units we sell in market, and Price is the amount we
charged for each unit, which is a fuzzy function. The only variable we need to control is the
quantity. But the quantity we choose will influence the price through the demand function.
The fuzzy price of product j at sub-market Dy is related to the demand for all products in
sub-markets Dy, i.e., the fuzzy demand function

ﬁi(Q) :ﬁjs(D‘l;vD?’ 7DT)’

where DI =7, .5 ql.

If the destination of path k is Dy, the revenue function of product j on the path k should
be equal to the transport volume of product j on path k£ multiply by the price of product j
on sub-market Dy [54]. For example, in Fig. 1(a), path 1 is composed of arc O; — M; and
arc My — Dy, i.e., the destination of path 1 is sub-market D, the fuzzy revenue function
for product 7 on path 1 is 7 (q) = p(q)q], path 5 is composed of arc Oy — M; and arc
M, — Dy, ie., the destination of path 2 is also sub-market D;, then the fuzzy revenue
function for product j on path 5 is #(q) = pl(q)q, path 9 is composed of arc Oy — M;
and arc M; — D3, i.e., the destination of path 9 is sub-market D3, then the fuzzy revenue
function for product j on path 9 is 7 (¢) = p3(¢)q3. So it holds that

n3
7(q) = D owspl(@)di,
s=1

where o5 = 1, if the destination of path k is sub-market Dy, and 0, otherwise.
Finally, we need to determine the profit for product j on path k. According to the above
discuss, the fuzzy profits for product j on path k£ can be written as

#.(a) = 7.(a) ©g (Crotar)1.(ah)- (3.1)

Remark 3.2. Here, symbol &, represents generalized difference (g-difference for short).
In fact, fuzzy difference have three forms, Hukuhara difference (H-difference for short),
generalized Hukuhara difference (gH-difference for short) and generalized difference [21,47].
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The reason we use the g-difference to express the fuzzy revenue will be given later in Section
4.
So, the fuzzy profits function of product j is

F’J(q):@@ﬁ'i(q),jzl,Q, , M.

i€l keP;

and the total fuzzy profits function of monopolistic firm is

m

Fla) =D F0) - DD P 7). (32)

j=1 i€l keP;

The monopolistic firm seeks to maximize profits across the whole network, so we have
the following integrated FPTPMM model

max F'(g) = PP D . (3.3)

j=1 icl keP;

%i (Q) = Fi (Q) Oy (Ctotal)_i(Qi)
(9) = B2, onsPl()a

J
keB, 9k

(Crotat)i(a) = C(a}) @ Fi(a})
‘ )= @ateA §tk&£t (Qi)

7 (q1) = Dnli okndl (1)
Q={q:q, =0}
1el,keP,j=1,2,...,m.

where o1, = 1, if the destination of path k is sub-market D,, and 0, otherwise. d; = 1, if
arc a; is contained in path k, and 0, otherwise. ay, = 1, if the origin of path k is factory
O,,, and 0, otherwise.

The proposed integrated FPTPMM model (3.3) consider the three factors affecting the
total profits, fuzzy production cost, fuzzy transportation cost and fuzzy demand as a system,
which does not simply add the existing production quantity decision model, distribution
and transportation problem and pricing model together. This research method, allocate
production cost and revenue for each product to each path and then calculate the profit for
each product to each path, is not only very simple, but also can overcome the difficulties of
comprehensive consideration.

Solution Method

In order to determine the solution methods for the above fuzzy programming problem, we
must first analyze the properties of fuzzy-valued function F(g). The notion of convexity
plays an important role in economic theory and modeling, but the conditions for convex and
concave fuzzy-valued function are very strict. In the following, we discuss the production,
transportation and pricing problems under generalized convex and generalized concave fuzzy-
valued function.
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Theoretical basis

We first give some preliminary definitions and results which will be needed in the sequel.
Let F denotes the family of fuzzy numbers. Obviously, the a-level set a, is a closed,

bounded and convex subset of R for each « € [0,1]. i.e., a closed interval in R. Therefore,

we can denote it using a, = [aX,af]. Let @ and © be two fuzzy numbers. We have the

) o

following useful results for standard Minkowski addition, H-difference and multiplication
(@® D)o = lig + 0, G + 04, (@ O# D)o = [g — B, T — ]
_ o Dak, aal > o;

At = { Aaf, ML), A < 0. (4.1)

However, the H-difference of two fuzzy numbers does not always exist for arbitrary pairs

of fuzzy numbers. It only exists for fuzzy numbers 4 and v for which the widths are such

that len(@) > len(?), where len(@) = uff — L is the length of fuzzy number . Recently,

Stefanini introduced the concept of generalized H-difference for the two fuzzy numbers @, v
(gH-difference for short) and is defined as follows.

Definition 4.1 ([47]). Given @, 0 € E, the gH-difference is the fuzzy quantity w € E, if it
exists, such that 0 ©,p 0 =W <= (i) a=0P wor (ii) v = a & (—1)w.
In terms of a-cuts, if the gH-difference @ ©4p v exists, then
(ﬂ‘ @!IH 6)(1 = [min{ﬂé - 'Déa 715 - ’ljg}v max{ﬂé - 'D(ga 715 - Ng}}'
Similarly, it is possible that the gH-difference of two fuzzy numbers does not exist. So
we introduce another concept of difference proposed by Stefanini, a difference that always
exists.

Definition 4.2 ([47]). The generalized difference (g-difference for short) of two fuzzy num-
bers u, v is given by its level sets as

(169 D)o = c | (s ©gn 73),
Ba

where the gH-difference ©4p is with interval operands g, 0.
The following lemma give simplified notation for & ©,4 v.

Lemma 4.3 ([5]). For any two fuzzy numbers 4,0 € E, the g-difference 4 S, 0 exists and,
forYa € [0, 1], we have

(W6 0)a = [mln{érzlfa(aé - ﬁg), Blgi(ﬂg - ﬂg)}, max{;gg(ﬂé - f}é), lelg(ﬁg - ﬁg)}]

Let f: K(C R") — E is said to be a fuzzy-valued function. For any o € (0, 1], denote
f(@)a = [f(x)E, f(x)E]. Here the endpoint functions f(z)E, f(z)F : K — R are called upper
and lower functions of f, respectively.

About fuzzy derivative, both definitions for the derivative, the H-derivative (initially
introduced by Puri and Ralescu [42]) and the S-derivative (initially introduced by Seikkala
[46]), are very restrictive. So here we use the more general definition of the derivative for the
fuzzy-valued function introduced by Bede and Gal [4] by enlarging the class of differentiable
fuzzy-valued function. For more details about the H-derivative, S-derivative and G-derivative
see [8,44]. In this paper, we use the following g-differentiability concept proposed by Bede
and Stefanini, that further extends the differentiability of fuzzy-valued function.
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Definition 4.4 ([5]). Let zo € [a,b] and h be such that xo +h € [a, b], then the g-derivative
of a function f : [a,b] — E at xq is defined as
Fo0) = tim T2 1) €4 Fla0),

h—0 h

(4.2)

If f'(x0) € E satisfying (4.2) exists, we say that f is generalized differentiable (g-differentiable
for short) at xo.

Lemma 4.5 ([5]). Let f:[a,b] = E be such that f(x)e = [f(x)E, f(x)E]. If f(x)E and

a

]i(ac)g are differentiable real-valued functions with respect to x, uniformly for a € [0, 1], then

f(z) is g-differentiable and we have
F(@)a = [gg{;(miﬂ{f'(m)é, f’(x)g}),ggli(max{f'(ﬂﬂ)ﬁ,f’(ﬁﬂ)g})]-

Definition 4.6 ([5]). Let H(z) be a fuzzy-valued function defined on K C R"™ and let
Xo = (a:§0),x§0),. 20 ) be an element of K fixed. We consider the fuzzy-valued function
fl(xl) = (:c(lo),xgo), o fo)l,xl, 53_)1, - %0)). It fz(xl) is g-differentiable at zgo), then
we say that H(x) has the ith partial g-derivative at xo, denoted by H/(xo), and H/(zo) =
() @),

Definition 4.7 ([5]). Let H(zx) be a fuzzy-valued function defined on K C R™ and let
xo = (:171 )’Igo), e ,1;510)) be fixed. We say that H(z) is g-differentiable at z if all the
partial g-derivatives Hj(xo), Hy(20), . - ., H},(x0) exist on some neighborhoods of ¢ and are

continuous at xg. Given a fuzzy-valued function H, the generalized gradient of H at z,
denoted by VH(z) is defined by

VH (wo) = (Hi(20), Hy (o), .- -, H},(x0)).

Let X = (%ij)mxn be a matrix of Ry,xyn, X0 = (xl(.?))mxn be fixed, and X;; denote a
matrix whose the ¢jth element is variable x;;, others are fixed constants x(o). If H: M (C
R™ ™) — E be a fuzzy-valued function, then H(X;;): T — F is a fuzzy—valued function of
one variable.

Next, we introduce some special notations, definitions and results which will be used in
FPTPMM problem.

Definition 4.8. Let H : M (C Rymxn) — Ebea fuzzy-valued function and let matrix X O be
fixed. We consider the fuzzy-valued function fi;(z:;) = H(Xi;). If fi;(xi;) is g-differentiable
at xg)), then we say that H has the ijth partial g-derivative at X, denoted by H{j (X9,
and Hi’j (X°) = (fi;) (= Z;) ). We say that H is g-differentiable at X if all the partial g-
derivatives Hij(X 0) exist on some neighborhoods of X and are continuous at Xy. And if
F to be g-differentiable at X, we call [f[{j(X )] ,nxn the gradient of f at X, also denote
VH(x) = [H;(X)]mxn-

For example, q = (quV)M><m €qQ,F: K(C Ryxm) — E be a fuzzy-valued function,
F};(q) denote the partially derivative of F/(¢q) w.r.t. the component g3, then

Fiy(9)  Flale) - - Fl(q)
Vi = | A O )

F;V[l(Q) Fyppla) - o Fin(a)
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We also need to introduce a special multiplication of the two matrices which is needed
for the sequel. In order to distinguish it from a traditional matrix multiplication, we define
the special matrix multiplication ¢7 ® VF(q) as follows

M m
" oVF(q) =P Pd - Flilq)
s=1 t=1
Let fuzzy-valued function f K(C RMXm) — E and z,y € K. We say f(z) < fly) if
for every a € (0, 1], flx )F < f(y)E and f(2)F < f(y )&, We say f(z )<f( ) if and only if
f(z) < f(y) and f(z) # F(y). We also write /() < f(y) for f(y) = f(x), and f(z) < J(y)
for f(y) = f(x).
Next we present other concepts of invex and incave fuzzy mappings. These are variation
of RufiSn-Lizana et al in [44].

Definition 4.9. Let y € K C Rpayxm, we say K is invex at y w.r.t. n: K X K — Ryrxm,
if for each z € K, A € [0,1],y + M\p(z,y) € K. K is said to be an invex set w.r.t. n, if K is
invex at each x € K.

Definition 4.10. A g-differentiable fuzzy-valued function f : K(C Rpyrxm) — E is called
fuzzy invex w.r.t. a function 7 : K x K — Rprxm, if for all z,y € K f(z) = n(z,y)t ©

Vi) & f( ). f is called fuzzy incave w.r.t. a function 7, if for all z,y € K, f(z) =
n(z,y9)" © VIy) @ fy).

Definition 4.11 ([44]). A fuzzy-valued function f : K C Rysm — FE said to be preincave
on invex set K w.r.t. n, if for any x € K, A € [0,1], fly + An(z,y)] = Af(z) @ (1 — N) f(y).

Definition 4.12. Let f : K C Ryrxm — E be a fuzzy-valued function defined on an invex
set K C Rypsm, K @ wart. n: K x K — R™ If for any z,y € K , there exists § > 0 for
any real number h € (0,9), such that

Tim, fly+ hn(fﬂ,hy)) Sg fly) _ (s y)” © Y, (),

then f is called the fuzzy n-extended directional at y,@ fn(y) is called the fuzzy n-extended
directional derivative at y in the direction n(z, y).

Definition 4.13 ((Condition C) [35]). We say that the function n : K x K — Rjsxm, satisfies
Condition C if for any x,y € K, the following relations are satisfied for any ¢ € [0, 1].

(i) nly,y +tn(z,y)) = —tn(z, y);

(i) n(z,y +tn(z,y)) = (1 —t)n(z,y).
The following two Theorems explain the relationship between the fuzzy incave function and
fuzzy preincave function.

Theorem 4.14. Let K is a nonempty invex set w.r.t. n, and n satisfies Condition C, if a
fuzzy-valued function f K C Ryxm — E is an fuzzy incave function, then f is a fuzzy
preincave function.

Proof. Since K is a nonempty invex set w.r.t. 7, for all 2,y € K,A € [0,1], we have
y* =y + An(z,y) € K. By the incavity of f, we have

F) 20y o Vi) e fy).
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Similarly, the incavity condition applied to the pair z,y* yields
fa) 2@,y © Vi) @ fly").

Therefore, for every a € [0, 1], we have

FWE <,y o ViEINE+ W)L, (4.3a)
FWE <y y")" o ViEIE+ Fy)E, (4.30)
@)k <, y)" o Vi INE+ Fy)L, (4.3¢)
f@)& < In(@,y")" © VI INE+ Fy)E. (4.3d)

Now, multiplying (4.3c) by A and multiplying (4.3a) by (1 — A) and adding, we note that

M@+ A =Nf@)e < Ay )" o VEEINE + @ =Ny, y)" Vil + f%y*)fz)-

4.4a
Similarly, multiplying (4.3d) by A and multiplying (4.3b) by (1 — ) and adding, we note
that

M @)+ =NF)d < Mz, y) " OV IR+ =Nty )" © VIOl + iy )s-

(4.4b)
From (i) and (ii) of Condition C, we have
n(,y*) =0y, y + Mn(z,y)) = =An(z,y),
n(@,y*) =n(z,y + Mz, y)) = 1= N)n(z,y).
Thus
A,y OV y)]E + 0= Ny, y)" 0 Vi )E+ fy)h
=M1 =N, y)" 0 V)L + (=00 =N, y)" o ViyIlE + fy)s
= fy")x
Similarly,
A,y O VEINE+ 1 =Ny y)" o ViIE+ fy)E = fu)l
By (4.4a) and (4.4b), for every a € [0, 1], we have
M@)g+ 1= < F@)E M @)d + 1= NFW)d < Fy ),
h M) (1= Vo) = Fo) = Fu+ An(zy)
Therefore, f is preincave. [

Lemma 4.15. Let fuzzy-valued function f : K(C Ryxm) = E and z,y,z € K. If f(x) b

f(y), then
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Proof. By Lemma 4.3, for all a € [0, 1], we have

(Fl) 8 72 = [(F@) &4 FDE (F(@) &, D
= [min{juf (F(@)§ — ()5, inf F@)F - FH)},
max{sup(f(@)} ~ F(2)5). sup(F@)f ~ F)f))

P’

(f(y) &g F(2))a = [(F(y) ©4 F(D)E, (F(y) S F(2)A]
= [min{in lnf E(Fw)f — )ﬁ%égi(f(y)?—f(@g)},

maX{Zgg(f(y)é — F(2)5). sup(F(y)§ — F())H.

Bza

Since f(x) = Ji(y), S0 f~0r all 8 € [0,1], it holds that f(x)é — f(z)é 2 f(y)é - f(z)g,
F@)F = f()F = fW) — F(R)f, ie.,
il (F@)f ~ FGR) 2 i ()~ 7D}, int (@ - F&H) 2 it (F)f 7).
Zgl;(f(ﬂﬂ)é’— F@R) = Sulz(f(y)ﬁ— F(2)5)}, gup(f( D) = f(2)5)} = Zgg(f(y)g—f(z)g‘)}-
Thus

max{sup(f(z)§ — f(2)F), sup(f(@)f — f(2)§)}

Bza Bza

Therefore, for all « € [0, 1], we have
(f@) &4 F(2))a = (Fy) €9 F()E (F(2) 4 F(DE = (F(y) &4 F(2)),
ie., f(x) Sy f(z) = f(y) Oy f(z) O

Theorem 4.16. Let K is a nonempty invex set w.r.t. n and~f : K C Ryrxm — E is an
fuzzy preincave w.r.t. 1 and n-extended directional at y, then f is a fuzzy incave w.r.t. 7.

Proof. Since K is a nonempty invex set w.r.t. 7, for all z,y € K, A € (0,1], from the
definition of fuzzy preincave, we can get

Fly+M(z,y) = Af(@) © (1= A)f(y)-
By Lemma 4.15,

Fly+ Mz, y) 04 fy) = AMf(x) & (1= N f(y) ©4 f(y).
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By Lemma 4.3, for all a € [0, 1], we have

[)\f(a?) ®(1- /\)f(y) Oy f(y)]a

= [min{ggg()\f(x)é +(1=NfW)5 - f(y)é), inf ()\f(if)g +(1=NfWE - FwH,
R
B

max{sup(Af(z)§ + (1= N f ()5 — f(W)§), Sup(Af( B+ 1 =N f(y)

BZ>a B>a

= [min{ inf (\f(@)5 = Af(1)5), inf A (@)F = AFW))}
max{sup(Af(2)5 = Af(v)5), sup(Af( JE =M WHN

Bza

i (s Tl e G608~ )
max{;gg(f(w)é’—f(y)§)>;1>1p(f( o) = F)h)]
= [\f(2) 8y FW))]a-

Therefore, it follows that for all A € (0, 1],

M@) e (1=N)fy) ey fy) = Mf(@) o4 F())-
So, we have

Fly+Mn(@,9) &4 f(y) = MF(2) &4 f()).
This implies that for all A € (0, 1],

Fly+ Mn(z,y) ©4 ()
)

= f(x) g f(y)-

Since f is the fuzzy n-extended directional at y, and taking A — 0T, we have

i Fly+Mn(z,y) &4 f(y)
A—0+ A

= f(z) &4 fy),

i.e.

n(z,y)" O VEy) = fx) e, f(y).

Thus, f is a fuzzy incave w.r.t. 7. O

A well-known fact in mathematical programming is that the variational inequality prob-
lem is closely related to the optimization problem. Similarly, the fuzzy variational inequality
problem is also closely related to the fuzzy optimization problem. In this section, we intro-
duce a fuzzy variational-like inequality problems (FVLIP): to find 2* € K C Ry xm, a fuzzy
matrix Vf(2*) = [Vf(2*)ij]mxm such that for any « € K, such that

(V") (@, 2*) = n(e,a")" 0 Vi) 0.

Theorem 4.17. Let set K be an open inver set w.r.t. n, z* € K, and f K — FE be a
g-differentiable fuzzy incave w.r.t. n. If x* is a solution of FVLIP, then x* is a local optimal
solution of FP: max,ck f(x).
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Proof. Suppose that z* is not a local optimal solution of FP, then there exists an = €
K (Ns(z*) such that f(z) > f(z*), and for all « € [0,1],

F@)a > fa)g, f@)a > Fa)i. (4.5a)

Since f is a g-differentiable incave fuzzy function, it holds that

f@) 20,2 o Vi) e fz),

then for all a € [0,1]

F@ < n(@,2")T o V@) + fa)E. (4.50)

By (4.5a) and (4.5b), it holds that
n(z,2*)" o VF))k >0, )(z,2")" © Vf))F >0,
then L o
n(z,a*)" O Vf(z*) = (V") n(z,z")) = 0.
This contradicts the fact that z* is a solution of FVLIP. O

Theorem 4.18. Let the set K be an open invexr set w.r.t. n, x* € K, and f K — F be

a g-differentiable inver fuzzy w.r.t. n. If ** is a local optimal solution of FP, then x* is a
solution of FVLIP.

Proof. Suppose that z* is not a solution of FVLIP, then there exists an £ € K, such that
(Vf(z"),n(z,2")) = n(@,z")" © Vf(z") > 0.

Since f is a g-differentiable fuzzy invex function, then

f@) = n(@,2")" o Vi) e f@).
Thus, we have ~ ~
f(@) = f(z7).
This contradicts the fact that z* is a local optimal solution of FP. O

Theorems 4.17 and 4.18 show that the fuzzy variational-like inequality problem is not
completely equivalent to the fuzzy optimization problem and depends on the characteristics
of the fuzzy-valued function f.

Specific solution for integrated FPTPMM model

For FPTPMM problem, the fuzzy variational-like inequality problems (FVLIP) should be:
to find ¢* € @, a fuzzy matrix VF(¢*) = [VF(q")ij]lpxm such that for any ¢ € @, such
that

(VE(q"),n(a,q")) = n(g,q")" ® VF(¢*) 2 0. (4.6)

The following theorem is an immediate consequence of Theorems 4.17 and 4.18.

Theorem 4.19. Let the feasible set QQ be an open invexr set w.r.t. n, ¢* € Q, we have
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i) If F : Q — E be a g-differentiable fuzzy incave w.r.t. n, ¢* is a solution of
(VF(q*),n(g,q*)) =0, then ¢* is a local optimal solution of the integrated FPTPMM
model.

(ii) IfF:Q — E be a g-differentiable fuzzy invex w.r.t. 1, ¢* is a local optimal solution
of the integrated FPTPMM model, then q* is a solution of (VF(q*),n(g,q*)) < 0.

Remark 4.20. By (3.2), we can obtain VE(q) is a M x m matrix whose components are

m M
=P PFH @ (s=1,2,-- Mt =12 ,m),

Jj=1k=1

where [fri(q)];t represents the partially derivative of ﬁi(q) at ¢ w.r.t. the component ¢'.

Remark 4.21. Theorem 4.19 shows that the solution of the integrated FPTPMM model
can be obtained by solving the FVLIP when F (q) is a g-differentiable fuzzy incave. In fact,
according to the relationship between the fuzzy incave and fuzzy preincave (Theorem 4.14
and Theorem 4.16), if F(q) is a g-differentiable fuzzy preincave w.r.t. 1 and 7-extended
directional at ¢, then the solution of the integrated FPTPMM model can also be obtained
by solving the FVLIP (8).

If n(q,q*) = g — ¢*, then the economic interpretation of FVLIP (8) is that for all pro-
duction flow matrix ¢ € @, if the combination increment of fuzzy total profit on all paths
at production flow matrix ¢* is non-positive, i.e., for all production flow matrix ¢ € Q, the
fuzzy total profit on all paths at production flow matrix ¢ is not more than that at produc-
tion flow matrix ¢*. then the production flow matrix ¢* is a point where the fuzzy function
F(q) achieves its maximum.

According to Theorem 4.19, to obtain the solution to the integrated FPTPMM model
(3.3), we only need to solve the FVLIP (8). However, it is very difficult to solve FVLIP (8) for
the general n(x,y). But we are able to transform it equivalently into a generalized nonlinear
complementarity problem if n(x,y) have the following special form: n(z,y) = G(z) — G(y).
So we present the solution methods for when n(z,y) = G(z) — G(y).

The generalized nonlinear complementarity problem, denoted by GNCP, is to find ¢* > 0
such that o o

VF(¢*) = 0,G(¢")T © VF(q*) = 0. (4.7)

Using Fischer-Burmeister NCP-function [17]

o(a,b) = %[\/aQ 0 — (a+b)2.

(4.7) equivalent to finding a global minimum for the unconstrained minimization problem

m M m M
min@@(p[ ,@ (4.8)
9@ 2 ;2 j=1 k:l

(4.8) is a fuzzy unconstrained minimization problem, we transform it to crisp unconstrained
minimization problem by defuzzification.

As we all know, it is very difficult to handle a optimistic problem when it involves
uncertain information, so it is necessary to transform the fuzzy numbers into a determinate
form. In this paper, we use a ranking fuzzy numbers approach to defuzzification. There have
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been many different methods proposed for ranking fuzzy intervals, most of which suggest
mapping each fuzzy interval into a real line to define a ranking function. The ranking
function, called the Average Value (AV), was introduced by Ibanez and Mufioz [22] and was
defined as a dependent on several parameters, allowing for flexibility in the final classification.
The following definition for the ranking function is a particular case of an AV that considers
a mean optimism degree.

Definition 4.22. Let a € [0, 1], then the defuzzified value of f(z) is given by

1
@) = / o[f(@)E + F()F)da.

In the following, we give the solution method for the integrated FPTPMM model under
the condition of general convex and general concave fuzzy-valued function. .

Step 1: For all k € P; and all j calculate the profits for product j on path k, 77.(q), using
formula (3.1). _

Step 2: For all k € P; and all j calculate the partially derivative of 7 (q) at ¢ w.r.t. the
component qt, [7(q)]

Step 3: Defuzzification, we denote [/ (q)],, as the defuzzified value of [#](¢)],,, and

[ﬁi(Q)]stZ/ A7) ele + [(7(a))er]a Mo (4.9)

Step 4: Using (3.2), obtain the function F'(q) for the integrated FPTPMM model.

Step 5: Obtain the function 7(x,y) which make the function F(g) is a G-differentiable
incave fuzzy-valued function w.r.t. n(z,y), and rewritten n(z,y) as n(z,y) = G(z) — G(y).

Step 6: Finding a global minimum for the crisp unconstrained minimization problem

mmZng{G q ,ZZ Q)]s }-

t=1 s=1 j=1k=1

Remark 4.23. Note that a fuzzy concave function is a incave fuzzy by taking n(z,y) = z—y.
The above solution method is contained in the solution method under a concavity condition.
Similarly, if F (¢) is a g-differentiable fuzzy preincave w.r.t. n and n-extended directional at
g, then the above solution method is also can be used.

An Illustrative Example

In this section, a practical example is used to demonstrate the practicality of the proposed
optimization methodology and to guide similar real-world applications. In this part, the
case problem is first presented. Following that, we use the above solution method to solve
this problem. Finally, computations are done and the results demonstrate .

Case presentation

In this section, we give an example to demonstrate the application of the model. We assume
that a milk products firm has 3 factories which have two types of production, pure milk and
yogurt (m=2). These products are sent through 4 distribution centers to 4 sub-markets.
These factories, distribution centers and sub-markets are located in eleven different cities.
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Figure 2: Fig.2 Network topology and path graph for illustrative example
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Because these cities all have different distance and transport conditions, and the differ-
ent sub-markets have different consumers, decision makers need to decide the production
quantities for pure milk and yogurt, the transportation methods for these products and

the sub-market pricing. We use the above model to solve these problems.

The exam-

ple has a topology as depicted in the left of Fig. 2. Table 2 summarizes the constituent
paths of each O — D pair and the path graph ia depicted in the right of Fig. 2. Thus
|[7| = 12,]|A] =19, M = 21.

i OD; P, sequence of arcs ¢ | i OD; P, sequence of arcs g,
1 01 — D1 Ifl {(11, (19} q{ 7 02 — D3 ]C12 {a5,a15} q{Z
ko {az, a2} @ | 8 O2— Dy kis {as, ai6} 13
2 01 — D2 ]Cg {(Il,alo} qé 9 03 — D1 k14 {(16,(112} q‘{4
k4 {az, a13} @, |10 O3 = Dy ks {as, a13} 15
ks {as, a7} % k16 {az,a14} a6
3 01— D3 ke {ar,a11} @ k17 {as, a17} a7
ke {as,a1s} g7 | 11 O3 = D3 ks {a7,a15} s
4 01— Dy ks {as,a19} @ k19 {as,a1s} 1o
5 02 — D1 ]fg {(7,47 (7,12} qgj) 12 03 — D4 kQO {a7, a16} q%O
6 Ox— Dy ki {a4,a13} o ko1 {as,a19} @
k11 {CL57 CL14} q{l

Table 2: OD pairs and their constituent paths

The fuzzy parameters for cost and demand functions have triangular membership func-
tions. The fuzzy transportation cost functions for product j on the arc a; are given by

where

Alq)=miq,(j=1,2,t=1,2,--,19).

(5.1)
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Obviously, the transportation cost functions is convex.
The membership functions of the fuzzy parameters are triangular membership functions
as follows ] i )
(x —my +3)/2, my —3 <z <my;
'umf;(x): (—x+mj, +3)/2, mj, <z<m+3;
0, otherwise.

The fuzzy production cost functions for factories, g{ (q), are given by

31(q) = M, 3(q) = hba, Gi(q) = hla, ( = 1,2). (5.2)

Wi Y _(T5 6 7

R2oiz 2 )=\ 6 75 7s
The membership functions of the fuzzy parameters are triangular membership functions as
follows

where

(x—hi+1)/2, h—1<az<hj;
ppi (@) = (—e+hp +1)/2, by <a<hj+1;
0, otherwise.

The demand functions,ﬁg , at the sub-markets are
P = 750 — 3di — 3d?, p3 = 750 — 6dF — 4.5d},
Py = 750 — 6d3 — 3d3,p2 = 750 — 4.5d2 — 6d.,
Py = 750 — 3ds — 6d3, p3 = 750 — 4.5d3 — 4.5d3,
Py = 750 — 4.5d5 — 6d2,p2 = 750 — 6d2 — 3d.. (5.3)

where dg is the demand in sub-market i for product j, and the membership functions of the
fuzzy parameters for p! are also triangular membership functions with an interval length 2.

Case solution

In this illustrative example, the fuzzy price for product j at destination D,: pi(q) is con-
cave, the fuzzy cost function for product j on the path k and the fuzzy production cost
functions for the factories are both convex, then integrated FPTPMM model (3.3) is a
concave programming. So, we use the above solution method to solve this problem.

Step 1: For all k£ € P; and all j calculate the profits for product j on path k € P; using
(3.1).

Let Ai,As, A3, A4 denote the set of paths k for which the destination paths are
Dy, Dy, D3, Dy, respectively. Then A; = {1,2,9,14}, As = {3,4,5,10,11,15,16,17}, A3 =
{6,7,12,18,19}, A, = {8,13,20,21}. So

B=Yadi=Y ddi= Y ddi= Y o

keA; kEAs keAs keAy
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Using formula (3.1), the fuzzy profits for product j on path k € P; are given by

Pl O [CL(al) @ Fl(a)), k € Ay;
_j a1 ©g [Crar) ® fi(al)], k € As
7i(q) = { P2 Z0 Fi\dk) W TR \G)) ; 5.4
D =\ Bl ey [Cla) & FaL k€ Ay (-4
Padi ©q [Cila) @ fi(g)] k€ A
where CY(¢l) = 7l q], and
(b, k- k) = (16.5,15,12,13.5,18,15,18,22.5,16.5, 15,18, 22.5,16.5, 13.5,
12,16.5,15,19.5,15,15,19.5);
(A2, 73, ,73,) = (10.5,18,10.5,19.5,13.5,10.5,10.5, 12, 15, 16.5, 15, 16.5, 15, 15,
16.5,15,10.5,16.5,7.5,16.5,9)
o i}{qk',k:m,...,g;
@) =4 higl,k=9,10,. 13 (5.5)

Rl k =14,15,.

Step 2: For all £ € P; and all j calculate the partial derivative of ﬁi(q) w.r.t. the

component g, [77(q)]%-
Step 3: Defuzzification. Using formula (4.9), determine the defuzzified value for [7}(¢)]%;,

[71(q)], as follows

[ﬁi(Q)]st—/ AT (@) le + (7)) o

Step 4: Using (3.2), obtain the function F(q) for the integrated FPTPMM model:

21

@w

I
—

J k=1

Step 5: From formulae (5.1)-(5.3), we know that the objective function F(q) is a concave
fuzzy function and also is an incave fuzzy function, where n(z,y) =z — y.

Step 6: Finding a global minimum for the crisp unconstrained minimization problem:

{JrggZZqu,ZZ Q)i

t=1 s=1 j=1k=1

This problem can be solved using the optimization software 1stOptl.5. Here, we only
give the following optimal seven solutions to reference for decision makers, which are shown
in Table 3. Although the solution to the original problem is a set, the defuzzified total
profits for all solutions are 147684.69.

From the optimal production flow matrix, we derive more information for the decision
makers. The production quantity for product j (j = 1,2) at factory O,, (n = 1,2,3) can be

given as follows
8 13 21

Ql=> ()@= (). Qs=>_ (@),

k=1 k=9 k=14
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Table 3: Numerical results for integrated FPTPMM model

solution 1 solution 2 solution 3 solution 4 solution 5 solution 6 solution 7
g | j=1 j=2]j=1 j=2]j=1 j=21|j=1 j=2]| j=1 j=2]|j=1 j=2]j=1 j=2
q{ 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qé 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qg 0 81.5 0 81.5 0 81.5 0 81.5 0 81.5 0 81.5 0 81.5
qﬁ 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qé 0 0 0 0 0 0 0 0 0 0 0 0 0 0
q; | 67.72 0 60.6 0 68.03 0 60 0 120.17 0 30.02 0 97.46 0
q; 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qg 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qé 0 0 0 0 0 0 0 0 0 0 0 0 0 0
g, | 0 0 0 0 0 0 0 0 0 0 0 0 0 0
q']i , 0 0 0 0 0 0 0 0 0 0 0 0 0 0
q{z 0 0 0 0 0 0 0 0 0 0 0 0 0 0
‘1{3 39.62 0 38.85 0 70.5 0 79.72 0 80.38 0 23.71 0 34.9 0
q{4 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0
q-{s 0 0 0 0 0 0 0 0 0 0 0 0 0 0
q{G 0 0 0 0 0 0 0 0 0 0 0 0 0 0
q{7 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qs | 0 0 0 0 0 0 0 0 0 0 0 0 0 0
qu 53.53 0 60.66 0 53.22 0 72.25 0 1.08 0 91.23 0 238 0
‘150 41.22 0 42 0 10.36 0 1.12 0 0.5 0 57.13 0 45.93 0
qél 0 0 0 0 0 0 0 0 0 0 0 0 0 0

8 13 21
QT => (@) Q5= (), Q5= D (a)"

The optimal transportation flow for product j on arc a; can be described as follows

TI :@5thia(j: 1,2,t=1,2,---,19)

21

k=1

where §;, = 1, if arc a; is contained in path &, and 0, otherwise.

Table 4: The production quantity of products at factories for integrated FPTPMM model

solution 1 solution 2 solution 3 solution 4 solution 5 solution 6 solution 7
0l | (=1j=2 | (=1j=2) | (=1j=2) | (=1j=2 | (j=1j=2) | (=1,j=2)| (j=1,j=2)
01 | (66.72,81.5) (60.6, 81.5) (68.03, 81.5) (60, 81.5) (120.17, 81.5) | (30.02, 81.5) | (97.46,81.5)
Qé (39.62, 0) (38.85,0) (70.5, 0) (79.72,0) (80.38, 0) (23.71,0) (34.9,0)
Qé (216.25, 0) (224.16, 0) (185.08, 0) (194.87, 0) (123.08, 0) (268.86, 0) (191.23,0)
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Table 5: Demand and price of products at sub-markets for integrated FPTPMM model

sub-market D; sub-market D, sub-market D; sub-market Dy
j=1 j=2 j=1 j=2 j=1 j=2 j=1 j=2
solution 1 | demand 121.5 0 0 81.5 121.25 0 80.84 0
price 383.25 - - 386.25 386.25 - 386.22 -
solution 2 | demand 121.5 0 0 81.5 121.26 0 80.85 0
price 383.25 - - 386.25 386.22 - 386.175 -
solution 3 | demand 121.5 0 0 81.5 121.25 0 80.86 0
price 383.25 - - 386.25 386.25 - 386.13 -
solution 4 | demand 121.5 0 0 81.5 132.25 0 80.84 0
price 383.25 - - 386.25 353.25 - 386.22 -
solution 5 | demand 121.5 0 0 81.5 121.25 0 80.88 0
price 383.25 - - 386.25 386.25 - 386.04 -
solution 6 | demand  121.5 0 0 81.5 121.25 0 80.84 0
price 383.25 - - 386.25 386.25 - 386.25 -
solution 7 | demand 121.5 0 0 81.5 121.26 0 80.83 0
price 383.25 - - 386.25 386.22 - 386.22

Table 6: Transportation flow of products on arc a; for integrated FPTPMM model

solution 1 solution 2 solution 3 solution 4 solution 5 solution 6 solution 7
T | j=1 j=2|j=1 j=2|j=1 j=2|j=1 j=2| j=1 j=2|j=1 j=2|j=1 j=2
T/ | 6772 815 60.6 81.5 | 68.03 81.5 60 81.5 | 120.17 81.5 | 30.02 81.5 | 9746 81.5
Tg 0 0 0 0 0 0 0 0 0 0 0 0 0 0
T»{ 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Tj 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Tsj 39.62 0 38.85 0 70.5 0 79.72 0 80.38 0 23.71 0 34.9 0
T({ 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0
T | 4122 0 42 0 10.36 0 1.12 0 0.5 0 57.13 0 45.93 0
Té 53.53 0 60.66 0 53.22 0 72.25 0 1.08 0 91.23 0 23.8 0
T({ 0 0 0 0 0 0 0 0 0 0 0 0 0 0
T{O 0 81.5 0 81.5 0 81.5 0 81.5 0 81.5 0 81.5 0 81.5
T{] 67.72 0 60.6 0 68.03 0 60 0 120.17 0 30.02 0 97.46 0
T{z 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0 121.5 0
le3 0 0 0 0 0 0 0 0 0 0 0 0 0 0
le4 0 0 0 0 0 0 0 0 0 0 0 0 0 0
T{S 0 0 0 0 0 0 0 0 0 0 0 0 0 0
le(, 80.84 0 80.85 0 80.86 0 80.84 0 80.88 0 80.84 0 80.83 0
le7 0 0 0 0 0 0 0 0 0 0 0 0 0 0
T{S 53.53 0 60.66 0 53.22 0 72.25 0 1.08 0 91.23 0 23.8 0
leg 0 0 0 0 0 0 0 0 0 0 0 0 0 0

More information is given in Tables 4-6, where Table 4 shows the production quantity
of products at factories for integrated FPTPMM model, Table 5 shows the demand and
price for products at the sub-market for integrated FPTPMM model and Table 6 shows the
transportation flow for products on arc a; € A for integrated FPTPMM model. The results
for seven solutions show that only paths 6,13, 14, 19, 20 allocated product 1, while, for prod-
uct 2, only factory O; produce product 2 and these products are transported sub-markets
through unique path 3. arcs ao,as,aq,ag,a13,a14, 015,617 and a;g9 do not transport any
production. Although the production quantities of products at factories and transportation
flow on arcs are different, the demands and prices at sub-markets are almost the same.



616 G. FANG AND J. XU

Comparison of results

To demonstrate the advantages of the proposed integrated FPTPMM model, we compare
it with traditional approach in which the production planning, transportation and pricing
problems are solved separately.

The traditional approach considers the FPTPMM problem in two separate phases. First,
the optimal outputs and price is determined based on the most profitable conditions. And
then, according to the known supplies and demands obtained in first phase, the optimal
transportation means are determined. So we first consider individually production and
pricing problems. The fuzzy production and pricing problems for multi-product multi-
market (FPPMM) optimization model is formulated as

2 4 2 3
max F(q) = [P @p{f &) 0, [P EP 3.(Q1)]

j=11i=1 j=1n=1

subject to
Qi +Qi+Qy=dj +dy+dj+dj
QI+ Q3+ Q3 =df +d3 +d3 + di
Q%ZO,df Zoan:]-a?a?’aj:1a2ai:1327374'

After defuzzifying the objective function, this problem also can be solved using the
optimization software 1stOptl.5. A approximate solution can be given as follows

di = 124,d3 = 10.88,d3 = 124,d} = 78.67,d? = 0,d3 = 81.5,d3 = 0,d3 = 0,

Q1 =0,Q3 =337.55,Q5 = 0,Q% = 81.5,Q3 = 0,Q3 = 0.

Secondly, according to the known supplies from the factories and the known demand
in the sub-markets, the Fuzzy transportation problems for multi-product multi-market
(FTMM) can be modeled as a fuzzy linear programming problem. Using a simplified ap-
proach for solving fuzzy transportation problems proposed by Ebrahimnejad [16], we obtain
the following optimal solution

*

q =
00 0 000O0O0 124 1088 0 124 7867 0 0 0 0 0 0 0 0\
0 0 815 0 0 0 0 0 O 0 0 0 0 0 000O0OO0OTO0OF 0 '

About the demand and price for products at the sub-market and the transportation flow for
products on arc a; € A for traditional model are given in Tables 7-8.

sub-market D, sub-market Do | sub-market D3 | sub-market D4

j=1 j=2|j=1 j=2|j=1 j=2|j=1 j=2

demand 124 0 10.88 81.5 124 0 78.67 0
price 378 - 440.22 377.97 | 317.25 - 395.99 -

Table 7: Demand and price for products at sub-market for traditional FPPMM model
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Table 8: Transportation flow of products on arc a; for traditional FTMM method

T j=1 j=2]T [j=1 j=2[T/ [j=1 j=2[T [j=1 j=2
T} 0 81.5 | TJ 0 o |15 | o 0 | T/ | 7867 0
T 0 0 T; 0 0 | T | 124 0o |Th]| o 0
T 0 0 T! 0 0 |7/ | 108 0 | T} 0 0
T] | 13488 0 T 0 0 |7, 0 0 | T 0 0
T! | 20267 0 | TY, 0 81.5 | Tis | 124 0

The results for solution ¢* show that factories O; and O3 do not produce production 1,
factory O3 does not produce production 2, arcs as, as, ag, a7, as, ag, 11, G14, G417, a18, @19 do
not transport any production.

Table 9: comparison of two methods

total output revenue production cost | transportation cost | total profit
j=1 j=2
Traditional method 337.55  81.5 | 152957.295 2514 7153.005 143289.99
Integrated method 324.89 815 156012.84 2845.935 5482.215 147684.69
Increase from
Integrated method -12.66 0 3055.545 331.935 -1670.79 4394.685
Increased percentage compared
with traditional method -3.75 0 1.998 13.2 -23.358 3.067

Table 9 provides the comparison of results for the integrated method and traditional
method. The row labelled 'Percentage of increase from Integrated method’ give the value
from integrated method minus the value from traditional method divided by the value from
traditional method and expressed as a percentage. The results shows that the revenues
have not changed much in the integrated model, it only increased by 1.998%, but the trans-
portation cost have changed much, which can be reduced by a surprising number 23.358%.
Compared with traditional method, the percentage of increase in total profit is 3.067%.

(6] Conclusion

In this paper, we have simultaneously considered a production, transportation and pricing
optimization problem for multi-product multi-market under uncertain demand and uncer-
tain cost, i.e. the demand and cost are fuzzy-valued functions. We first developed the
integrated fuzzy production planning, transportation and pricing for multi-product multi-
market (FPTPMM for short) model. Then, we discussed the solution methods for the inte-
grated FPTPMM model based on the fact that F' is a special generalized concave function
and derived an equivalence relation between the integrated FPTPMM model and the fuzzy
variational-like inequality. Finally, an illustrative example was given to demonstrate an ap-
plication of the theoretical results. The main contributions of this thesis can be summarized
as follows:

(1) This is the first attempt in fuzzy environment to bridge these two streams of study:
the fuzzy production-pricing problem and the fuzzy transportation problem, or the fuzzy
production transportation problem and the fuzzy pricing problem. This study not only
provides a solution for production, pricing and transportation decision problems in supply
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chain under the fuzzy condition, but also provides theoretical support for collaborative
production, transportation, pricing strategy in supply chain under the fuzzy condition.

(2) The proposed integrated FPTPMM model consider the three factors affecting the
fuzzy total profits, fuzzy production cost, fuzzy transportation cost and fuzzy demand as a
system, which does not simply add the existing fuzzy production quantity decision model,
fuzzy distribution and transportation problem and fuzzy pricing model together. This re-
search method, allocate production cost and revenue for each product to each path and
then calculate the profit for each product to each path, is not only very simple, but also can
overcome the difficulties of comprehensive consideration.

(3) An equivalence relationship between the FPTPMM model and a fuzzy variational-like
inequality problem is developed. Some theorem solutions are proved for the fuzzy variational-
like inequality, which extends the application fields of fuzzy variational-like inequalities.

However, a general solution method for the integrated FPTPMM model cannot be given
when n(x,y) cannot be rewrite as G(z) — G(y). With this in mind, one direction for future
research may be a study of the methods for the case when n(z,y) cannot be rewritten as
G(x) — G(y), and further studies as to how the incave function F' can be converted into a
concave fuzzy-valued function using an invertible transformation.
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