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Abstract

The goal of this thesis is to provide a method to obtain a User Equilibrium (UE) in a synchro-
modal transportation network in which we transport containers for multiple customers.

We use the Space Time Network (STN), in which the travel time of modalities is fixed and in-
dependent of the occupancy of the network. We define the User Equilibrium solution as the
solution wherein each customer can travel via their cheapest paths possible, and no customer
is harmed by the route choice of other customers. We define the System Optimal (SO) solution
as the solution in which the total costs of the network are minimized.

We expand the goal of finding a UE on the STN to finding a solution where the solution is
both SO as well as UE. The solving method we developed in this thesis, consists of finding SO
solutions by solving the Minimum Cost Multi-Commodity Flow (MCMCF) problem on the STN
to find an SO solution, and create tolls schemes to create a UE solution, while maintaining
the SO solution. We investigate several types of tolls in order to obtain sufficient both SO and
UE solutions.
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Introduction

The graduation project, on which this report is based, was carried out at TNO, in the depart-
ment Cyber Security & Robustness. This work has been carried out within the project ‘Com-
plexity Methods for Predictive Synchromodality’ (Comet-PS), supported by NWO (the Nether-
lands Organisation for Scientific Research), TKI-Dinalog (Top Consortium Knowledge and In-
novation) and the Early Research Program ‘Grip on Complexity’ of TNO (The Netherlands Or-
ganisation for Applied Scientific Research).

In Section 1.1 we will introduce the problem framework as used by TNO to describe the
problems in Comet-PS and introduce the term Synchromodality. In Section 1.2 we will intro-
duce the notation used throughout the thesis. In Section 1.3 we specify the research questions
and give an outline of the thesis.

1.1. Problem description

The focus of this thesis will be on the User Equilibrium (UE) problem in synchromodal trans-
portation problems, in which we transport containers for multiple customers.

A User Equilibrium is the situation in a transportation network in which all customers are
satisfied with the paths they travel by and the corresponding costs they need to pay for trans-
portation. Achieving a User Equilibrium can be an objective when assigning container to
transport modalities. Another goal of solving transportation problems can be obtaining a
System Optimal (SO) solution, that is a solution in which the total costs of the network are
minimized. For a transportation problem, it is not always possible to find a solution that is
both SO as well as UE.

We will work from the point of view of a Logistic Service Provider (LSP). The goal of the LSP
is to assign containers of multiple customers to modalities. In order to satisfy the customers,
the costs of transporting the containers need to be minimized for each customer (UE), but in
order to make profit on the transportation, the LSP wants the total costs to be minimized (SO).
The LSP has knowledge of all costs in the network, the customer only knows the costs he has
to pay to transport his goods on the network.

We will investigate User Equilibria in Min Cost Multi-Commodity Flows (MCMCF) in a syn-
chromodal Space Time Network (STN).

When considering container transport, several transport types can be used [3]. One can
choose transporting those by barge, train or truck, which are the most common modalities
when transporting containers in the Netherlands.

One type of transport is unimodal transport (see Figure 1.1), in which a container is assigned
to one mode for the whole traveling distance.
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Figure 1.1: Unimodality [3]

Another type is intermodal transport (see Figure 1.2), in which different modalities can be
chosen when traveling between different customers and terminals. The last part of the trip is
often done by truck (this is also called; last mile by truck).

- o -

Figure 1.2: Intermodality [3]

A relatively new way of transportation is synchromodal transport, in which at each interme-
diate terminal, a container can be assigned to a new modality, based on real-time information
(see Figure 1.3). In order to provide synchromodal transport, both transporters and customers
need to share information about demands and schedules. According to Riessen et al. [20],
it is essential for synchromodal transport plans to allow real-time switching, i.e. real-time
planning updates, but not many real-time planning methods provide a network-wide plan
yet.

=8B
8-c==

Figure 1.3: Synchromodality [3]
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Synchromodality is thus the use of different modalities in one transportation network when
transporting units of goods or containers, for which it is possible to switch modalities on every
point and time in the network. Containers are assigned to modalities such that it fits best to
the wishes of the customer or transporter. In this thesis we will assume that the customers’
main requirement is the transport to be as fast and as cheaply as possible. We will take a
closer look at optimizing of planning in an agent-centric network from the Logistics Service
Providers’ point of view, where agent-centric means that satisfying customers is our goal. We
assume a customer is satisfied when its containers are transported as cheaply as possible.
Summarized, we work on the Minimum Cost Multi-Commodity Flow problem (MCMCEF) in a
synchromodal Space Time Network (STN), where our goal is to optimize the cost of all indi-
vidual customers who want to transport containers. We will define a User Equilibrium on a
STN as optimizing all individual customers’ objectives. For a definition of an STN we refer to
Subsection 1.2.2.

In the synchromodality project at TNO, four problem settings are defined, as can also be
seen in Figure 1.4. We divide the transportation problem into those four problem settings,
where both infrastructure and events can be fixed or flexible/uncertain. In this project we
focus on problem setting 1, to investigate the deterministic problem. In a later stadium of the
Comet-PS project, the research can be extended into the more complicated problem settings

4
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Figure 1.4: Different problem settings

with uncertainties.

Problem setting 1: Assigning containers to modalities, such that the containers reach their
destinations, against minimum cost per customer, given that the transportation schedules
are fixed and the problem is deterministic.

We will investigate how a User Equilibrium can be obtained on an STN with fixed travel
times in problem setting 1. The User Equilibrium problem is investigated already in traffic
assignment problems on roads (see Section 2.1), where the travel times of vehicles depend on
the occupancy of the roads. We will work on a discrete STN, so we will provide a definition of a
User Equilibrium on an STN. In this thesis we will investigate the options of toll pricing to see if
we can optimize the total network (SO) on the STN and, in addition, obtain a User Equilibrium.

1.2. Technical introduction

We consider the Min Cost Multi-Commodity Flow problem (MCMCF), in which the goal is to
transport containers from multiple orders as cheaply as possible through a network where
arcs have weights and may have limited capacity. We can write the MCMCF in an integer
linear programming (ILP) form and we will present this ILP in Subsection 1.2.1. The Linear
Program we use to solve the User Equilibrium traffic assignment problem will be given in
Section 2.1, and in Chapter 4, Chapter 5 and Chapter 6 we consider the Linear Programs for
our own User Equilibrium problem.

1.2.1. Definitions and notation used in this thesis

A directed graph G = (V,A) consists of a set of nodes v € V and a set of directed arcs a € A.
Each arc a is a link between two nodes, an origin node v; and an end node v,: a = (v, v,),
along which a container can travel. We use x, to denote the number of units of flow along arc
a. We cannot transport fractions of containers, so the arc flow will always be required to be
integer.

An Origin-Destination-pair (OD-pair) w is a pair of two nodes, origin location w, and destina-
tion location wp, so w = (wy, wp), which is not necessarily an arc. The number of containers
an order wants to transport from w, to wy is denoted by d,,, the demand of order w.

A path p consists of a sequence of adjacent arcs between two nodes. In our problem we only
consider paths between origin and destination nodes. f, denotes the path flow of path p (al-
ways integer), with p € #,, w € W, where %, is the set of all paths for OD-pair w and W is the

set of all OD-pairs. The total path set is P := U P,,. The costs of an arc a are denoted by c,
WEW

and the path costs of path p are denoted by C}, or CP. The capacity of an arc is denoted by m,
and the capacity of a path is denoted by m,,.



In this thesis we use the MCMCEF in the following ILP form:

minz CaXq (1.1)
a€A

s.t. pr:deWew (12)
PEPw
Z5apfp=xaVaEc/l (1.3)
pEP
Xg<myVa€eA (1.4)
fprENgVPEP (1.5)
Xq€ENgVaeA (1.6)

1 ifais containedinp, Va€e A, p P,

with 8o = {0 otherwise.

Objective 1.1 minimizes the total cost made in the network, Constraints 1.2 are the demand
constraints, Constraints 1.3 state that the flow on arc a is equal to the sum of the flow on all
paths p that contain arc a, Constraints 1.4 are the capacity constraints and Constraints 1.5
and 1.6 assures the non-negativity of all flows. Note that combining Constraints 1.3 and 1.5
make Constraints 1.6 superfluous.

1.2.2. Space Time Networks

A Space Time Network (STN) can be seen as a time-expanded network, as defined as follows:

Definition 1 (Time-expanded network). [22] Let G = (V,A) be a network with capacities m,, non-
negative integral transit times 7 , and costs ¢, on the arcs. For a given time horizon T € Z.,, the
corresponding time-expanded network g7 = (VT, JZT) with capacities and costs on the arcs is defined
as follows. For each node v € V we create T copies vy, v, ..., Vpr_q, that is,

VM i={vy |veV,8=0,1,..T—1}.

Foreach arc a = (v,z) € A, there are T — 1, copies ay, ay, ..., ar_1_,, Where arc a, connects node vy to
node zg,.,. Arc ag has capacity m,, := m, and cost ¢,, := ¢,. Moreover, AT contains holdover arcs
(vg,v941) forv € Vand 6 = 0,...,T — 2. The capacity of holdover arcs is infinite and they have zero
cost. Summarizing, the set of arcs A" is given by

AT :={ag = (vg,2p41,) la=W,2) €A, 6=0,1,..,T — 1 —1,}
U @omd ivev.o=o01..7-2).

We now show an example of the transition of a regular graph into an STN:

Example 1. Given is the graph G = (V,A) as in Figure 1.5 with V = {s, v, w, e} being the set of nodes
and A = {(s,v), (s,w), (v,w), (v, e), (w,e)} being the set of directed arcs.

Figure 1.5: Static network G

The transit times 7, on the arcs are given in Figure 1.5. There are no capacity constraints. In this ex-
ample we say the costs are equal to the transit times: ¢, =1, V a € A.



To transform this network to an STN, we first take T = 6. Then we can create G® = (V¢, A°%), with

V6 ={Sg, 51, es) S5, Ser Vg» Vs oe) Vs, Vg, Wo, W1, e, Ws, W, €0, €1, - €5, €6},
AC ={(s0,v1),(51,12), (52,13), (53, V4) , (54, V5) , (S5, V6) , (S0, W3), (51, Wa), (52, Ws), (53, We),
(Wo, w2) , (1, w3), (v, wa) , (V3,Ws), (W4, We) , (v, €2), (V1,€3), (V2,€4), (v3,€5) , (V4 €6),
(wo, 1), (wy, €2), (Wz,€3), (W3, €4), (Wy, €5), (Ws,€6), (So,51),(51,52),(S2,53), (S3,54) , (S4,S5) , (S5, S6)
(o, v1), (v1,12) , (v, v3), (U3, v4) , (Va, 5) , (Us, V6) , (Wo, W), (Wy, w3), (Wa, w3), (w3, wy), (Wy, ws), (Ws, W),

(eO' el) ) (elr 92) ) (92' 63) i (63, 64) ) (64' eS) ’ (65, 96)}

The set of arcs A° can be found graphically in Figure 1.6. We see that for every arc in A copies are

made per time step. A
e O O O O O O O
w O U ') > ) O
v () (U (U (U O O
S U U U O O O
t=20 1 2 3 4 5 6

Figure 1.6: STN of G: G°

In this thesis we will use fixed traveling schemes, so departure and arrival times of modal-
ities are known in advance, as well as the release time of orders. Traveling arcs between
different locations represent barges, trains or trucks which are already planned, and we only
need to assign containers to certain modalities regarding the capacities of those modalities.
In Figure 1.7 for example, we see three locations I: V = {1,2,3} and four traveling arcs:
A = {a,b,c,d}. Here the number of time steps is T = 5. When an order wants to travel
from location [ = 1 to [ = 2, it has the choice between arc a and b, with travel time 2 and 4
respectively. When an order wants to travel from location [ = 1 to [ = 3, there are three path
choices: ac, ad and bd, with costs 4, 5 and 5 respectively.

1=3 O O O O O O

//

l=2 O O O U (U O
/ /

=1 O U O U O O

t=0 1 2 3 4 5

Figure 1.7: Example of an STN



1.3. Thesis structure

The goal of this thesis is to find a method to find a solution of assigning containers to modes in
a synchromodal STN, where the solution is both System Optimal as well as User Equilibrium.
As part of this research, we also need to define when a User Equilibrium is reached in our
problem setting 1, and this definition is different from the definition as used in the literature.
We will therefore first investigate how the User Equilibrium problem is defined and solved in
the literature. Next, we will define the User Equilibrium on an STN and compare SO and UE
solutions on an STN. The following step is to obtain solutions which are both SO and UE, by
applying tolls on the STN.

In Chapter 2 we will introduce the User Equilibria as used in the literature, and the appli-
cation of the Lagrangian Dual on User Equilibria in traffic assignment problems. We will also
discuss the use of tolls on traffic problems in the literature. In Chapter 3 we introduce our use
of the Space Time Network and we give the definition of the User Equilibrium in our problem
setting. In this chapter we will also show how we find System Optimal and User Equilibrium
solutions in Space Time Networks. Then in Chapter 4 we show our method to find a solution
of assigning containers on a Space Time Network which is both SO as well as UE, by using
tolls on a path-based level. In Chapter 5 we do this by using tolls on a order-based level. In
Chapter 6 we will combine the previous methods to obtain “fair” path-based toll solutions. In
Chapter 7 we state our conclusions and propose future work.



User Equilibrium and toll systems
In the literature

In Section 2.1 we describe how User Equilibrium is applied in the literature and in Section 2.2
we give an outline of tolls described in the literature.

2.1. User Equilibrium

In this thesis we will look for a User Equilibrium (UE) solution in discrete time transport net-
works, especially in a Space Time Network (STN). To introduce the term User Equilibrium in
an STN, we will first look how a UE in traffic assignment problems (TAP) is defined. With the
TAP we mean the problems in which units, which can be goods, containers, but also passenger
traffic with cars or public transport, are transported on networks with travel times depending
on the occupancy of links, such as roads.

A User Equilibrium means intuitively that every order which has to be transported on a
given network, is scheduled such that it is handled the best way possible, which means the
fastest, the cheapest, depending on what the customer finds most important. But unfortu-
nately that is hardly ever possible, because in most networks capacity constraints make it
impossible to handle all orders the best way possible.

We will now introduce the notions of equilibrium stated by Wardrop [27]. In a traffic as-
signment problem on a transport network, where the travel time depends on the occupancy
of roads, the following criterion denotes a User Equilibrium (UE) (we will give a definition for
UE as used in the literature in Definition 3 on page 11): The journey times on all the routes
actually used are equal, and less than those that would be experienced by a single vehicle on
any unused route. Here a route is a path between an origin and destination location.

In this literature review, the given criterion for a UE is valid. Beside the definition of a User
Equilibrium, Wardrop also defines a System Optimal solution.

Definition 2 (System Optimal (SO)). The average journey time is a minimum.

We mean by System Optimal that the total cost (or total travel time) of the problem is
minimized, regardless of the conditions for the individual customers.



We give a brief outline of User Equilibria as found in the literature in Subsection 2.1.1
and we apply this on a small example network to see what problems occur when solving UE
problems. In Subsection 2.1.2 we take a closer look at the objective function as used in
most of the literature about UE and in Subsection 2.1.3 we compare the objective functions
of User Equilibrium and System Optimal in the literature. In Subsection 2.1.4 we briefly
discuss the existence of a unique path flow in User Equilibria and in Subsection 2.1.5 and
in Subsection 2.1.6 we explain how the Lagrangian Dual is used to solve User Equilibrium
problems.

2.1.1. User Equilibrium in the literature

Most of the literature about User Equilibrium is based on network congestion, where travel
times on roads depend on occupancy of traveling arcs, as in traffic assignment problems. The
literature review in this section is about User Equilibria on those type of networks, our own
definition of User Equilibria will be given in Chapter 3.

Van Essen et al. [24] give a proper review of ways to force a UE into an SO by diffusing
travel information to stimulating some agents to travel non-selfishly to achieve cheaper total
costs.

Peeta and Mahmassani [19] investigate both the System Optimal and the User Equilibrium
Time-Dependent Traffic Assignment. They show that the more goods have to be transported,
the more the solutions of the two models differ from each other. Bar-Gera [4] provide a solu-
tion method for the UE traffic assignment problem which is computationally efficient, memory
conserving and an origin-based solution method.

Xu et al. [29] proposes a stochastic User Equilibrium for a passenger transport network.

Miyagi et al. [18] consider a traffic assignment problem from the view of game theory. They
assume drivers have knowledge of the network and a Nash Equilibrium (which corresponds
to a User Equilibrium) is achievable. Wagner [25] shows that the existence of a Nash Equilib-
rium is guaranteed under some natural assumptions on the travel time models. Also Wang
and Yang [26] show the equality of Nash Equilibrium and User Equilibrium. Levy et al. [16]
consider selfish agents in a traffic assignment problems, and apply properties of game theory
on traffic problems. They start from finding User Equilibrium solution, in which all agents
take the best route for themselves, based on their route choice experiences in the past. The
question then is if it is possible to obtain a System Optimal solution, in which agents are still
selfish.

The relationship between the User Equilibrium and the System Optimal can be examined
by the Price of Anarchy [21], a system often used in both economics and game theory, that
measures how the efficiency of a system degrades due to selfish behavior of its customers.
Roughgarden considers the Price of Anarchy p, which compares the total costs of the network

z
when solved as an SO to the UE solution: p = ZU—E where zyp and zg, denote the total cost

so
value of the UE solution and the SO solution, respectively.

Bar-Gera et al. [5] consider the User Equilibrium problem with the focus on spreading flow
over the network (not time-dependent). They also introduce several criteria which can be taken
into consideration for choosing UE solution methods. Their most important addition to the
subject is the condition of proportionality: the same proportions apply to all travelers facing
a choice between a pair of alternative paths, regardless of their origins and destinations. This
means that if a link in the network is used by multiple OD-pairs, the amount of flow on that
link belonging to one OD-pair compared to the total link flow, is proportional to the total OD
flow compared to the total flow on the network. An important implication of proportionality is
that any route that can be used under the UE conditions, will be used.

10



Corman et al.[8] consider the application of multimodal transport to provide a User Equilib-
rium solution, with the choice of modality based on the wishes of the customers. They assume
customers have access to a system for publishing demand and offering transportation pos-
sibilities. Moreover, they assume everybody has access to truck transportation, so transport
is always possible, regardless of the fact that other modalities are not available. They define
every customer as one unit of transport, which has to choose one specific mode for the whole
travel distance. The goal is to assign customers to modes in such a way that no customer
will change its departure time and its route (and thus will not change its mode), to provide all
customers a sufficient route.

Borchers et al.[7], give the following definition and lemma of a User Equilibrium in network
with travel times based on occupancies of the links:

Definition 3. [Wardrop equilibrium] Consider a traffic flow (f, x) with corresponding induced costs ¢, (x).
Then (f,x) is called a Wardrop equilibrium (or User Equilibrium) if v paths r,q,€ #,, and V demands
w € W, the following condition is satisfied:

C"x)=Cl(x) iff; >0
fr>0= {cr(x) < i) if £, = 0

Lemma 1. The following are equivalent for a traffic flow (f,x):
1. The flow (f,x) is a Wardrop equilibrium,

2. Beckmann’s formulation:
(f,x) is a solution of the (convex) program:

Xa
r&l}nz(x) = min ZL cq()dr
a€A
s.t. pr =d,VwWeW
PEPRY
Z(Sapfp =x,Va€EA
pEP

fpENgVPE?P

. _ |1 ifaiscontainedinp, Va€ A, p€P,
with bap = {0 otherwise.

The correctness of the lemma is proven in Subsection 2.1.2.

We will now show an example of a traffic network with travel times depending on the
occupancy of the network, where we use the Beckmann formulation of Lemma 1.

User Equilibrium in the literature: an example
Example 2. In this example there are two orders, namely order 1 with demand d; = 10 traveling from
A to B and order 2 with demand d, = 6 from A to C.

The network in which orders have to be transfered is given in Figure 2.1, where each directed arc
has a cost function c,(x,) = s, + x, (the cost function ¢, represents the travel time on arc a in this
example), where the cost function consists of two parts: s, the standard cost and x, the occupancy on
the arc. The cost functions are given in Figure 2.1. To solve this User Equilibrium problem, we have the

11
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Figure 2.1: Example of a UE problem

following objective function and constraints as formulated by Beckmann (see Lemma 1):

Xa

min Z f ca()dt 2.1)
aEeA 0

sit. Z f, =10, with P, = {AB, ACB} (2.2)
PEP
Z f, =6, with P, = {ABC, AC} 2.3)
PEP,
z&lpfp =x,Va€EA (2.4)
pEP
fpENgVDPEP (2.5)

: _ {1 ifaiscontainedinp, Va€ A, p€P,
with 8ap = {0 otherwise.

Expression 2.1 is the objective function of the User Equilibrium, Constraint 2.2 is the demand con-
straint of order 1 with demand d; = 10 and Constraint 2.3 the demand constraint of order 2 with d, = 6.
Constraint 2.4 states that the flow on arc a is the sum of all paths p that contain arc a, and Constraint 2.5
assures non-negativity of all (path) flows (which implies non-negativity of arc flows). Note that in this
example there are no capacity constraints.

In this network the objective function is

Xq 1
Z f co(t)dt = min Z (saxa + Exé).
0

a€eA a€eA

A feasible path flow solution that minimizes the objective function is
fap =8, face =2, fac =6,
from which the arc flow solution follows
Xap = 8, xAC = 8, xCB = 2.

The path costs for the used paths are:

CfB:7+xAB :7+8 :15,
C{B =34+ x40 +2+xc5=3+8+2+2=15,
C§C=3+XAC =348 =11.

We see that the path costs for all containers of order 1 are equal. The path cost for the unused path
ABC is

CHBC =7+ x4 +2+x5c=7+8+2+0=17

12



thus f, is indeed the cheapest route for order 2. This solution has total cost 216.

How do we interpret this path cost? Every individual customer in the network has to pay for the paths
used, where the path cost is the sum of arc costs when those arcs are in the path. When multiple
containers are using the same arc, the arc cost per container is dependent on all flow put on that arc:
the more containers are on the arc, the higher the cost per player on that arc.

The found solution is a UE, but is it SO as well?

When we want to find the SO solution, we can first work out the problem:

min Z cq(xg)xq = min Z SaXq + (xg)?

acA acA
st. fag + facg =10
fac + fac =6
Zdapfp=xa\1aec/l
peP

fpENgVPEP

1 ifaiscontainedinp, Va€ A, p eP,

0 otherwise.

When solving this Integer Programming problem, we obtain the same solution as we obtained for the
UE objective function. So in this case the SO solution is equal to the UE solution. A

with 8o, =

2.1.2. Objective function
As an objective function for User Equilibrium problems, the following expression is often used
in the literature:
Xa
min Z f e (D)dr

a€A 0

Beckmann et al. [6] show the correctness of this objective function when observing UE prob-
lems, and is approach for showing that is explained below, using our own notation.

Correctness of the objective and Equilibrium conditions
Beckmann first formulates the Equilibrium Conditions. Given arcs a € A and Origin-Destination
pairs w € W, we have the path flow and arc flow variables

f,20vpeP, (2.6)
%, = 2 Sapfy ¥ @ € A, 2.7)
pEP

1 ifaiscontainedinp, Va€e A, peP,
0 otherwise.
From Constraints 2.6 and 2.7 follow the non-negativity constraint for arcs:

with parameters §,, =

X =0V ac€A.

Beckmann also states that the total sum of path flow per order equals the demand:

with d,, the number of units of demand w, originated at location v = wy. f, is the path flow
on path p with w, as the begin point and wp as the end point of the path. Because there are
multiple paths possible for order w, the demand equals the sum of flow on all possible paths
belonging to that order.

13
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Figure 2.2: OD-pair w with paths p, = adh, ps=bfh

In Figure 2.2 an example of an OD pair is given, with all optional paths for order w:
Pw = {P1, P2, P3,Pa}-

In case the cost functions are constant functions and there are no capacity constraints
(mg = o V a € A), there is only one cheapest route, and hence

d, = min VweWw.
w PEP: fp
ZPE? CP is minimized

Define ¢, the arc cost on arc a € A and C»¥p) the minimum path cost from node v to wyp.
fwwp) 18 thus defined as the path flow for the cheapest path between node v; and destination
Wp.

|

N

@ 0@
\\Ps/@

Figure 2.3: OD-pair w with paths p;, p,, ps and arc a;. Path costs ¢5*™?) = min{cE?, cwtP?}, ¢G> = cb?. Arc cost

Cwivy) = Cay-

Take for example the graph in Figure 2.3. Arc a; connects v, to vy, a; = (v1,v;). Then with
this arc a; we can extend the path from v, to w, (denoted by p; to a path from v; to wy. There
are thus two optional paths between v; and wp, namely p, and a;p;, but the graph does not
state whihc is the cheapest route. We can define the minimum path cost of path (v;,wp) as:

cy™® = min {CB?, €'} = min{C}?, co, +CH} = min{ W cq + C&’Z’W”)},
Which implies
C‘S;’lrWD) < Ca1 + C&:’ZvWD).

We can rewrite this result: for every pair of points v, v, € V there exists a uniquely determined
number C¥1¥n) such that for all a = (v, v,) with v, an adjacent node of v;:

C&f’l’v") - C&}]Z'v”) < ¢, with equality for some v,; ‘(A}J“'v”) =0. (2.8)

The converse is also true: if for every pair of points v;,v, € V there is a unique value C‘SJ] 1Vn)

satisfying (2.8), then f,, ,,.) represents the flow on the cheapest path with path cost:

W1,vn) |, _ ;
Cw ™ = - 1’11’]111'1 » (C(Vllvz) T Copw) Tt Coppno) T C(Un—lrvn))'
2, V3, Vn-2,Vn—1

14
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Figure 2.4: OD-pair w with 2 paths.

As an example we show in Figure 2.4 an OD pair w = (wy, wp) with two optional paths, where

Wo,Wp __ .
Cw = min {(Cwpp, + Cwy ) T F Conorwm) + Cawn)) (Cwoms T o) T F Comorin) T Commn))} -

Now write the number of trips for OD-pair w on path g (thus path flow f;) as a function
of the path cost: f; = [;(C?), with the inverse relationship C? = g,(f;). [l; is a monotonic
(decreasing) function (the more path g costs, the less often that path is used), so g, exists.
We may therefore assume

d
%a ., (2.9)

ofy

wherever g, is differentiable. ¢, = hy(x,) shows the relation between arc cost and arc flow,
which is never decreasing:

oh
2 >0. (2.10)
0x,

We can say that for arcs that are not in a cheapest route to a location wp, the flow related to
that location on that arc is zero:

Sapfy = 0 if CP2WD) — ¢2WD) < ¢, with a = (vy,1,), Y p € R, V (Wp, wp) € W.

We can write:
Cw1wp) _ ¢w2wp) {Z} ca if Sapf {z} 0.

Substitution of the cost and flow variables gives us the following system:

= . >
Iwuwp) Forwn)) = Iwawp) Fwswn)) {s} ho(xa) if Sapfp {z} 0. (2.11)

Multiplication on both sides by §,,f, with arc a = (v;,v,) and addition yields:

Z [g(vl,wD) (f(ULWD)) ~ 9(wwp) (f(VZrWD))] Sapfp = Z Z ha(Xq) * 8ap fp-
(v1,v3)=a€EA peP (v1,v3)=a€EA peP

We can rewrite both sides of this equation to find the expression with x, = Z Sapfp Va € A:
pEP
First we rewrite the right hand side:

DD haa) Sapfy = ) halta) ) Sapfy = ) hal¥a)¥a

a€A peP a€A pPEP a€A

15



Now the left hand side:

Z Z [90sm5) feorwo)) = 9wawp) v, wo))] Sapfo

a€A peP

= Z [g(VLWD) (f(UI'WD)) ~ 9w wp) (f(VZvWD)) T Jwowp) (f(UZIWD)) ~ 9(wswp) (f(V3'WD)) + ..
pEP

+g(vn—1-WD) (f(vn—l;WD)) - g(”n;WD) (f(vn;WD))] fp

[use v, =wp = g, wp) =01

= Z Ywi,wp) (f(VLWD)) fP

pEP

= > 5k

pEP

So we can conclude

D 0y = ) hala)ra

pEP a€A
= z cPf, = Z CaXar (2.12)
pEP a€A

with the left-hand side representing the sum of all route costs and the right-hand side is the
sum of all arc costs.

The following step Beckmann takes, is showing the existence of solutions to the Equilibrium
Conditions. Consider the function

Hoo\ Sapfy ) = ;pr gp(D)dT — ;ﬂ foxa hy (t)d, (2.13)

which we want tho maximize. Differentiate Equation 2.13 with respect to §,,f, after substi-
tuting x, = z Sapfp from Equation 2.7. This gives us
pEP

0H
= Jwiwp) (f(ULWD)) ~ 9 wwp) (f(VZ’WD)) — hqa(xq)-
0(8apfp)

The objective is to maximize H. To have a maximum, all derivatives of H in the region with
Xq > 0V a €A, must be less than or equal to zero. From (2.11) we find:

J0H
0(8apfp)

From Equation 2.10 follows that

0H
=0if§ >0and ———< < 0if (6 = 0. 214
apfp a((Sapfp) ( apfp) ( )

lim hg(x,) = co. (2.15)
Xq—>Mg

In the closed set defined by the two conditions; 0 < §,,f, and 0 < x, < k,; < m, for some suitable
kg, the function H(..., §4pfp, ---) is continuous since it is a sum of indefinite integrals of Riemann
integrable functions. Beckmann concludes that H assumes its maximum at some point. This
will only be the case when k, it not too close to m, because of Equation 2.15. At the point of
maximum the necessary conditions Equation 2.13 must be satisfied. But these conditions are
identical to those in (2.11). Therefore there must exist a solution to the inequalities in (2.11)
and the supplementary defining Equation 2.7. H was constructed in such a way that the first
order conditions for a maximum (2.14) become identical with the equilibrium condition (2.11).
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Beckmann shows that finding a solution for this objective function

max H(...,8qpfp, ) = max Z J;)fp gp(Ddt — Z J:a hq(t)dt

pEP a€eA

is equivalent to finding an equilibrium that satisfies the following conditions:

c@Wiwp) _ ¢(v2wp) {Z} cq if Sapfy {z} 0, with a = (v, ).

Why does this relation prove the fact that we are allowed to use the following objective func-
tion?

X

minz f " ca(mde

acA" 0

(Note that c,(x,) here is equal to the function h,(x,)).

Given the function H from Beckmann, we can easily rewrite the objective:

max H = max Z ffp gp(Ddt — Z J-xa hq(t)dt
0 0

pEP a€A

Xa fo
— min Z f hy ()dT — Z f g,(D)dr
acA 0 pEP 0

This objective aims to minimize the difference between the sum of arc costs and path costs,
with h, a non-decreasing function (see Equation 2.10) and g, is a decreasing function (see
(2.9)).

2.1.3. User Equilibrium vs. System Optimal

In general, the total cost of an SO solution is lower than the total cost of a UE solution.
However, we can prove that the costs of SO and UE solutions are similar in the case that all
arc cost functions are constant, given the definition of a UE as used in the literature. We prove
this as follows, with zs, and zyg the objective values for the SO and UE objective functions,
respectively:

Xa
Zsozzxa'ca(xa)zzxa'ca22f Cqodt =
aeA "0

a€cA a€eA

z foxa cq.(D)dt = zyg.

a€eA

The problem in this case is, that in a graph with capacity constraints, an SO solution can
be highly adverse for some player in the network, because that player is forced to take an
expensive route for the network to be of optimal cost, while another player can take its cheapest
route. But with constant arc costs, this solution is called UE as well, but it certainly is not
what we want in a UE. So we will give our own definition of a User Equilibrium in Chapter 3.
We will show in the next two examples which solutions can be found in a network with constant
arc cost functions and capacity constraints, and which UE and SO solutions occur.
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Figure 2.5: Example 3, (cq, mg) the cost and capacity for arc a, respectively.

Example 3. In this example we have two orders, order 1 traveling from A to B with demand d; = 10
and order 2 traveling from A to € with demand d, = 6. The network is given in Figure 2.5.
We have the following ILP:

min Z CaXa (2.16)
a€A
fap + face = 10 (2.17)
fac + fapc = 6 (2.18)
Zaa,,f,,:xamedq (2.19)
pEP
Xg<myVa€eA (2.20)
f,EN VpEP (2.21)

Note that the objective in (2.16) is equal for both the SO and UE problem, because of the constant arc
costs. Constraints 2.17 and 2.18 denote the demand constraints, Constraint 2.19 is the arc path flow
conservation, Constraint 2.20 is the capacity constraint for all arcs and Constraint 2.21 make sure all
flows are non-negative and integer.

The arc flow solution of the problem above is
xAB = 6, xAC = 10, xCB = 4,
and thus the path flow solution is

fag =6, face =4, fac = 6.

Recall that this solution is both SO and UE, because we are using the definitions found in the literature.
The path flows have the following, path costs

C48 =30, (1B =5, ¢4€ =3

which gives a total cost of 218 and the total costs per customer:
C, = 200, thus an average of cost 20 per container, and for C, = 18, an average of cost 3 per container.

We see that order 1, which travels from A to B, is in disadvantage. Suppose we let the customers
choose their paths themselves, and we let order 1 decide first, then we obtain the following solution:

Xap =6, xac =10, xgc = 2,xcg =6 and fug =4, facg =6, fac =4 fapc =2,
with corresponding path costs

C4B =30, Cf°F =5, C4¢ =3, C45¢ =32,
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which gives a total cost of 226 and the total costs per customer: C, = 76, thus an average of cost 12%
per container, and for C; = 150, an average of cost 15 per container.
The cheapest path for order 1 is ACB with cost 5 per order and for order 2 it is the direct arc AC with cost
3. However, due to the capacity constraints, for d; = 10, it is not possible for all containers of order 1 to
transport them via path ACB and thus the more expensive path AB needs to be used. According to the
definitions of UE and SO as given in the literature, this solution is not UE nor SO.

A

More interesting is the following example:

Example 4. We use the same network as in the previous example, but we adjust the capacity con-
straints. The network is given in Figure 2.6. Again we have two orders, order 1 traveling from A to B
with demand d; = 10 and order 2 traveling from A to C with demand d, = 20.

Figure 2.6: Example 4, (c,, m,) the cost and capacity for arc a, respectively.

We have the following ILP:

min Z CaXq

aeA

fag + facp = 10

fac + fapc = 20

ZSapfp=xaVaEc/l

pEP

Xg<mgVa€EA

fPENgVPEDP
We give all possible path flow solutions with corresponding costs in Table 2.1. In this network the best
solution for order 1 is given in the first line of Table 2.1. The best solution for order 2 is given in the last

line of Table 2.1.
To state how good a solution is for an order, we use the following ratio:

Ypen, CW
T =MVWE{1,2}

w kW

where k,, is the total cost of the cheapest paths for order w (in this example the values of k,, are denoted
in green in the columns C; and C, in Table 2.1). The SO solution (which is equal to the UE solution,
according to the definitions used) is the solution of the last row in Table 2.1. In this network the worst ratio

fororder2canber, = 350 = 1.829, which is not as bad as the ratio for order 1 in the SO solution (which

is ; = 6). When looking purely at the ratios, it may be more fair to choose the situation in which both
orders are disadvantaged equally. This is the case when the difference between the ratios is minimized:
min |r; —np]. This is the case in solution

fag =1, face =9, fac =1, fapc =19
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with order cost for order 1 being €; = 30 + 45 = 75 and for order 2 being €, = 3 + 608 = 611. The

75 61
ratios in this case are r; = %0 = 1.5andr, = 350 = 1.745714, and in the last column of Table 2.1 we

see the minimum ratio difference denoted in cyan.
It is also possible to look at the minimum total ratio, which in this case is the first line in Table 2.1, with
the total ratio denoted in cyan.

Table 2.1: Solutions for Figure 2.6 with d, = 10, d, = 20.

fag | face | fac | fasc || C2%Fap | C£®fucs | C3“fac | C3%fasc || G C, n | T T4y | T =1l
0 10 0 20 - 50 - 640 640 1 1.828571 2.83 0.83
1 9 1 19 30 45 3 608 75 611 1.5 | 1.745714 || 3.25 0.25
2 8 2 18 60 40 6 576 100 | 582 2 1.662857 3.66 0.34
3 7 3 17 90 35 9 544 125 | 553 2.5 | 1.58 4.08 0.92
4 6 4 16 120 30 12 512 150 | 524 || 3 1.497143 4.50 1.50
5 5 5 15 150 25 15 480 175 | 495 3.5 | 1.414286 || 491 2.09
6 4 6 14 180 20 18 448 200 | 466 4 1.331429 5.33 2.67
7 3 7 13 210 15 21 416 225 | 437 || 4.5 | 1.248571 5.75 3.25
8 2 8 12 240 10 24 384 250 | 408 5 1.165714 || 6.17 3.83
9 1 9 11 270 5 27 352 275 | 379 5.5 | 1.082857 6.58 4.42
10 0 10 10 300 - 30 320 300 6 1 7.00 5.00

The disadvantage of the last two solutions we denoted (the ones with minimum difference in ratio and
minimum ratio sum), is the fact that the total costs are higher than the SO solution (with f;5 = 10,
fac = 10, and f45c = 10). But there is a possibility to maintain the SO solution value, while minimizing
the ratios, namely with toll pricing. We will discuss this in Chapters 4, 5, and 6. A

2.1.4. Unique User Equilibrium path flows

Often there exists multiple User Equilibrium solutions concerning the path flow, if a solution
exists. The arc flows x, V a € A are unique when cost functions of all arcs are strictly increas-
ing (which is proven by Yang and Huang [30]). The existence of multiple path flow solutions
can cause problems, because in this case different solvers can give different solutions. And
when using the same solver, a small change of the network can cause a huge change in the
path solution [7].

Can we force uniqueness? One option to do so is: For a given (unique) arc flow part of a UE
one can compute a feasible route flow f that minimizes an objective ¢ with fixed demand and
arc flow:

min G(f) s.t. f €F.

The solution f is unique when G is strictly convex on F [17].

In this thesis we will assume the arc flows are not unique: there can be multiple solu-
tions with equal arc flows, but with different path flows. We do not demand a unique User
Equilibrium solution in the thesis.

2.1.5. Lagrangian Dual

We will use the Lagrangian Dual to show the correctness of Wardrops definition of a User
Equilibrium and the commonly used objective function for those problems ( j - Cq (T)d‘[) in
Subsection 2.1.6. We will first explain the Lagrangian Dual in this section. °

The common used User Equilibrium problem in traffic assignment problems consists of an
objective function with several equality and inequality constraints. In this section we consider
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a general notation of the IP:
z =min g(x)
X
s.t. Ax<b (IP)
Dx=d
x EX SN}
We can compare this general form with the User Equilibrium IP in traffic assignment prob-
Xa
lems: take as objective function g(x) = f cq(t)dt, with Ax < b the capacity constraints on
0
the arcs and Dx = d the demand constraints.

We will now create a relaxation of the IP: For any values of A = (44,..,4,) € RT,
= (Uq, ..., i) € R¥ we define the problem

z(A,p) = min g(x) + A(Ax — b) + u(Dx — d)

s.t. x€X (IP@, 1))

Where (IP(4,u)) is a relaxation of (IP) for all A > 0, u € R¥ [28, Proposition 10.1]. This holds
because the feasible region of (IP(4,u)) is at least as large as the feasible region of (IP), because

{x| Ax<b, Dx=d, x e X} S X.

Also the objective value is at least as small in (IP(4,u)) as in (IP) for all feasible solutions in
(IP), because as 4 > 0 and Ax < b for all x € X, then g(x) + A(Ax —b) < g(x) for all x € X.

A and p are called the Lagrange vectors. Problem (IP(4,u)) is called a Lagrangian relaxation
of (IP) with parameters A, u. With the dual we can find a lower bound on our minimization
problem.

The Lagrangian Dual problem is denoted as:

wyp = max{z(4,p) |1 =0}

= (LD)
max z(A,p)

The Lagrangian Dual can give us a lower bound on our minimization problem (IP) and
sometimes even leads to an optimal solution of (IP) [28].
Proposition 1. IfA >0,

1. x(4) is an optimal solution of IP(A), and

2. Ax(A) < b, and

3. (Ax(1)); = b; whenever 1; > 0 (complementarity),
then x(Q) is optimal in IP. [28, Proposition 10.2]

For equality constraints (4 in our problem): Condition (3) is automatically satisfied, so an
optimal solution to IP(u) is optimal for IP if it is feasible in IP.

The question for now is, is the Lagrangian Dual useful to solve our User Equilibrium Problem?
Therefore we need to know how good the bound is, which is obtained by solving the Lagrangian
Dual, and how to actually solve it.

The strength of a bound can be expressed by the following theorem:
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Theorem 1. w;;, = min{g(x) | Ax < b, Dx =d, x € conv(X)}. [28, theorem 10.3]
Proof.

w;p = max z (4,
LD ety W)

= max {1}1—1}? [g(x) + A (Ax — b) + u (Dx — d)]}

= max {tfll,i.?r [g(x¢) + 4 (Ax, —b) +p (Dx, — d)]}
=maxn
st. n<gx)+A(Ax; —b) +u(Dx, —d) forallt
AeRY, pueRT, neR
where the set X consist of a finite number of points {x, ..., x;}, and the chosen x, denotes the optimal
solution such that the expression z(4,u) is minimized. The new variable 7 is introduced to represent a

lower bound on z(4, u).
Taking the dual of the latter (linear) problem gives:

T
wip = maxmin—n + ) u;(n — 9() ~ A (Ax; — b) ~ k (Dx; — )

neRrR
t=1
T T
= maximinn (D ()~ 1|+ ) u (~g(x) = (4x; = b) — p (Dx, ~ )
t=1 t=1

T
= min{ > u, (gGe0) +2 (Ax, —b) +t (Dx, — )
t
t=1
st. 2eRY, peR”, u e R".

This equivalent to

T
wip = min Z urg(xe)
t=1
T
s.t. Z u(Ax; —b) <0
t=1
T

Z wp(Dx, —d) = 0

t=1
T
u =1
t=1
u € RY
T T
Setting x = Zutxt, with Zut =1, u € RY we get:
t=1 t=1

wip = min g(x)
st Ax<b
Dx=d
x € conv(X)
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To solve the formulation in Theorem 1 we need a constraint generation (or cutting plane)
approach, because of the large amount of constraints.
Wolsey also gives a Sub-gradient algorithm for the Lagrangian Dual, where you start with an
initial Lagrangian multiplier which you adjust every step.

Algorithm 1 Sub-gradient algorithm for the Lagrangian Dual [28]

Initialization. u = u°.
Iteration k. u = u*.

while u* = yk+?

do Solve the Lagrangian Problem IP(u*) with optimal solution x(u*).
uk*t! = max{u® — u, (d — Dx(u*)), 0}

ke<k+1.

end while

d — Dx(u¥) is a sub-gradient of z(u) at u*. The difficulty of this algorithm is in choosing the
step lengths {u}2::

Theorem 2. [28, theorem 10.4]
(@) If¥, ux = oo, and p, > 0 as k — oo, then z(uk) - wyp is the optimal value of LD.
(b) If u = uop* for some parameter p < 1, then z(u*) — wy, if uy and p are sufficiently large.

(c) Ifw = wyp and p, = €, [z(u*) —w]/||d — Dxw")||? with 0 < ¢ < 2, then z(u*) - w, or the algorithm
finds u* withw > z(u*) > w,, for some finite k.

2.1.6. Lagrangian duality in User Equilibrium problems

We will now use the Lagrangian Dual to show the correctness of Wardrops definition of a User
Xa
Equilibrium and the commonly used objective function for those problems: f cq(r)dt. Let

0
G = (V,A) be a directed graph and let P be the set of paths p in the graph G. Denote ,, as the

set of paths for OD-pair w € W, and P = U P,. The User Equilibrium problem is given by

wWEW
Xa
min Z J cq(D)dt (2.22)
a€A 0
s.t. Z f=d,YweEW (2.23)
PEPwy
Xy = Z Sapfy V a €A (2.24)
pep
f,ENGVpEP (2.25)

1 if a is contained in p,

0 otherwise.

When we interpret the UE as a situation in which each order travels via its cheapest paths
[1], we can state

with §4p, =

Cp(f)=1(;1'61:i’)rwqu(f)VpETw st. f,>0, f, ENVWEW.

Beckmann et al. [6] proved that such a flow always exists by considering the following min-
cost multi-commodity flow problem with separable objective function (see Subsection 2.1.2)

Xa

minz f hg (T)dr.

acA "0
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In the UE problem, which can have a nonlinear objective, (2.22) is the objective function, with
Constraints 2.23, which states that for every OD-pair w, the demand is provided by the paths
corresponding to this OD-pair and Constraint 2.24 states that the flow on arc a is the sum of
all path flows that make use of this arc.

A Lagrangian Dual of this problem is:

Wip = maxmm Z3

WwER 20
2%/%1611{]10 Zf ca(r)dt+2/1 dy — ZP fp
DEPy

s.t. xg, = Z(Sapfp YVaeA
pPEP

prNOVpE?

Theorem 3 (Complementary Slackness). [2] Let f,, p € P and 4,,, w € W be feasible solutions to the
primal and dual problem, respectively. They are optimal solutions for the two respective problems if and
only if

pr—dw —0 Ywew (2.26)
DPEPy,
and
£ ca Zaapfp i, ]=0 vper (2.27)

pPEP

In Equality 2.26 we see the that the part we added to the objective function must be equal
to 0. With Equality 2.27 it can easily be verified that a path p can only be used when the costs
of using this path is equal to the minimum cost for OD-pair w. This minimum cost is thus
denoted by 4,,. Because of the fact that f, € Ny V p € P we can conclude that in the Dual
Problem, the constraints

Z(Sa,,f,, — 2, >0VpeEP
pPEP

have to hold. This also is valid because the cost of a path p can never be smaller than the
minimum path cost 4,,.

24



2.2. Tolls systems in the literature

Instead of solving the UE as we done in the section before, we can solve UE problems as well
by using tolls. In this section we will give an outline of toll in the literature, and in Chapters 4,
5, and 6 we will show our own method of toll pricing.

Hearn and Ramana [13] make use of a toll pricing system by adding a toll term to the cost
function for each arc. They define the system of feasible flows:

Xy = Z Sapfy ¥ 0 € A (2.28)
pEP
pr=dWVWEW (2.29)
PERY
fpENgVPEP (2.30)

F={@f) |xa=Z6apfpVaEc/l, prdevWeW, f,ENGVpEP
PEP PEPy,

V ={x | there exists f s.t. (x,f) € F}

where Constraint 2.28 denotes the total arc flow, given all path flows using that arc, Constraint
2.29 the demand constraint, Constraint 2.30 assures all flows are nonnegative, F is the set of
all feasible flows and V the set of feasible arc flows.

The cost function on arc a is ¢, (x,) and the amount of toll on arc a is denoted by S,, which
can be both positive and negative. Then the adjusted arc costs as perceived by a customer
are given by

cp(x) =c(x) +B.

with arc flow vector x, cost vector c¢(x), toll vector B and tolled cost vector cg(x). A tolled
equilibrium then is

g (x-x)=0VxEV

with ¥ the UE solution vector.
Define the set of tolled equilibrium solutions:

Up=|(c@+B) (x-X)=0Vx€EV}
The SO solution set is given by
§* := argmin{c(x)Tx | x € V}.
They require
P+Upcs, (2.31)

because we want the resulting UE has a solution and every equilibrium solution is SO. If a
toll vector B suffices (2.31), it is a valid toll vector.
The set of all these toll vectors is

T:={B|0#UgcS}
Also define
W) ={B | x€Up} withxeV
and we can say

W@ =NEV) - c@),
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where N(x,V) = {u | u(x —x) = 0 V x € V}. From Hearn and Ramana [13] also follows that the
toll vector set can be denoted as

7= U W(x)

x*es*

Hearn and Ramana also give a problem formulation for Mathematical Programs with Equilib-
rium Constraints with tolls:

min " cq(Ga)¥a

a€A
s.t. xXeV
c@+"(x—-x)=0vxeV.
Xo= ) Supfy Va€A (MPEC)

pEP

pr=dw\1wew
PERY
[hENgVPEDP

This problem has both B and x as its variables. Our path based toll model is based on the
MPEC of Hearn and Ramana.

They also describe the Robinhood formulation, in which the sum of all tolls must be zero, so
that there is no profit for the system: all money that is payed by certain customers in the
system will arrive at other customers inside the system.

In this case they calculate the toll after a System Optimal solution is found. Then they state

the following ILP:
min Z Baxa

a€A
s.t. Z Baxa =0

According to Florian and Hearn [10], the application of those types of toll is hard to implement
on traffic networks regarding variable travel times, although the selective use of negative tolls
to influence route choice of users might have some appeal. In this thesis we will show a way
of applying both negative and positive tolls.

(2.32)

Larsson et. al. [15] give an algorithm to calculate tolls to links in such a way that the tolls

force individual drivers to choose routes such that the total costs and environmental solution
are minimized (so finding an SO solution) while drivers still search for their own optimal route
in ways of travel time and costs.
The question is how to divide tolls over the network. As stated by Small [23]: “the people who
benefit from congestion relief and revenue uses do not necessarily coincide with those who
pay the fees or who suffer inconvenience in order to avoid them.” We state that fairness is
reached when customers who are not causing any bottleneck, should not pay tolls which solve
that certain bottleneck, therefore we divide the customers in different sets, as we will show in
Chapter 5.

Yang and Han [12] investigate the use of tolls with the help of the price of anarchy. Yang
and Zhang [32] constructed an anonymous link toll system to add traveler-dependent tolls.
They concluded that there exist nonnegative links tolls identical to all users to decentralize the
Wardropian System Optimum as a UE-CN (Cournot-Nash) mixed equilibrium, and the valid
toll set is made up of a convex set of linear equalities and inequalities. Yang and Han [12]
and Yang and Zhang [32] use nonnegative tolls. Our approach is to use tolls that sum up
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to zero. Yang and Huang [31] state that Value Of Time (VOT) is a very important concept in
transportation system modeling. The VOT of an order is a constant which denotes the impor-
tance of that customer. We will assume the VOT is equal for all customers in the network, so
all time based costs have the same urgency for each customer.

Didi-Biha, Marcotte and Savard [9] also use nonnegative tolls. Their goal is to maximize
the toll revenue for the highway authority while the users of the network want to minimize
their traveling costs. They introduce their bi-level programming Toll Optimization Problem,
both arc, arc-path and path based.

Yang [30] proved the existence of a Pareto refunding scheme that returns the congestion
pricing revenues to all users to make everyone better off. This Pareto refunding scheme re-
funds class-specific and OD-specific toll revenue equally to all users in the same OD pair in
the same user class.
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User Equilibria and Tolls
in Space Time Networks

In this chapter, we will discuss the User Equilibrium problem on Space Time Networks. In
Subsection 1.2.2 we introduced the definition of a UE by Wardrop, in this chapter we will
formulate our demands for the definition of a User Equilibrium. In Section 3.1 we will show
how we can solve the UE problem on the Space Time Network. In Section 3.2 we introduce
the use of tolls on the STN and in Section 3.3 we introduce the definitions of User Equilibria
for different types of tolls.

3.1. User Equilibrium on Space Time Networks

To define the User Equilibrium on Space Time Networks, we need to know what conditions
the solutions need to meet. To find those conditions, we will use Example 5 and Example 6.
But first we introduce some notation: recall that we denote the path cost by CP or C,. The
total order cost is denoted by C,, for all w, with

Cw= ) CPfy= > Chf,

PEPy, PEPy

We denote the cheapest path cost for an order by k,,. We calculate this cheapest path cost by
assigning containers of order w to paths assuming this order is the only one traveling in the
STN.

We will show two examples to explain how the STN can be used and how we can compare
different solutions with each other.

Example 5. In this example there are three locations, V = {1, 2,3}, and five time steps. We have two
connections between location [ = 1 and [ = 2 and two between [ = 2 and [ = 3. Those arcs all have
capacity m, = 1, and m, = oo for waiting arcs. We have two orders, order 1 and 2 both start at location
1, order 1 hasto goto [ = 2 and order 2 to | = 3. Every node column shows a time step and each arc
has cost ¢, = 1. The two possible solutions are given in Figure 3.1, with s,, denoting the starting point
and e,, denoting the end point for order w.

In Figure 3.1a we see the SO solution, that is the solution where the total costs are minimized. Here
order 1 is delivered first with cost C¢ = 2 and therefore order 2 can only take path bd with cost C5% = 5.
In Figure 3.1b a solution is given where both orders pay cost 4, that is path b for order 1, and path ac
for order 2.

We can see that each order has its own preferable solution, that is the one in which they can travel via
arc a, which is in the cheapest path for both orders.
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(a) The SO solution. (b) The alternative solution.

Figure 3.1: STN with two orders, with m, = 1 for all arcs between two different locations, m, = o otherwise.

The question now is, can we call one of those solutions a User Equilibrium? Assuming customers
choose their own routes, the solution depends on which customer gets to choose first. According to
Wardrops definition (see Section 2.1) a User Equilibrium is obtained if the costs for all customers are
equal (so the situation in Figure 3.1b), but we have to keep in mind that this equality only holds if the
customers are having the same OD-pair. According to the objective function for UE in traffic assignment
problems, the UE solution is equal to the SO solution, due to the constant arc costs (as we also saw in

(2.12)):
min zyp = min Z f ¢y (t)dt = min Z CqXg = Min Z CPfy = zso.
pEP

a€A a€A

Thus, for the definitions as used in the literature, the solution given in Figure 3.1a is the best User Equi-
librium, because in this solution z;; is minimized. But we can easily verify order 2 is not satisfied with
this solution.

We can also look at the ratio between the cheapest path and the alternative path per customer in
this example, to see how worse it will be for an order to travel via its alternative path. A ratio of 1 means
that the order can travel via its cheapest path, and thus is satisfied.

For order 1, the cheapest path cost is k; = C¢ = 2, the alternative path cost is C? = 4. Then we obtain
C
the ratior; = k—l = 2. For order 2, the cheapest path cost is k, = C4¢ = 4, the alternative path cost is
1
bd . . C2 5
C37% = 5. Then we obtain the ratio r, = P
2

We see that both order 1 and order 2 want to travel via arc a in order to travel via their cheapest
path. If order 1 is forced to take his most expensive path b in order to let order 2 travel via its cheapest
path ac, it is more expensive for order 1 to travel via its second-best path than when order 2 is forced

5
to travel via its second-best path (becauser, =2 >, = Z)' So we could conclude that letting order 2

traveling via path bd and letting order 1 take its cheapest path, is the User Equilibrium (thus in this case
the SO solution, denoted in Figure 3.1a), because in this solution all customers are harmed as little as
possible. A

We can conclude from this example, that we want to minimize the harm of traveling via
alternative paths, which are all paths except for the cheapest path. We will use the ratio to
denote the harm of a customer in the current compared to its cheapest path:

C
rw=k—WVWEW.
w

So the ratio is the cost payed by an order divided by the cheapest path costs of that order.
We will endorse the benefit of the minimization of harm by the following example:
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Example 6. We adjusted Example 5: we added one extra time step and moved arc d one time step.
The two possible solutions are given in Figure 3.2, with s, denoting the starting point and e,, denoting
the end point for order w.

1=3 O—0O O O—>.—>O—>O
=2 O—»O—»‘—»C%O—)Cﬁto =2 O—»O—»O CK‘—» O

1—1‘->O/‘O—> O—0O l—1‘ O—>Q/‘ Oo—0

t=0 1 2 3 4 5 6 t=0 1 3 4 5 6
(a) SO solution 1 (b) SO solution 2

Figure 3.2: STN with two orders, with m, = 1 for all arcs between two different locations, m, = o otherwise.

In this case there are two SO solutions, because both solutions have the same objective cost:
C1 + CZ = 8
We compare the two solutions by calculating the ratio of the current solution divided by the cheapest
path for each individual order (again arc a is in the cheapest paths for both orders):
Solution in Figure 3.2a:

C 2
Order 1: k; = C% = 2, chosen path cost C¢ = 2: Ratior; = k—l =3= 1.
1

ba _ c; 6 3
Order 2: k, = C§¢ = 4, chosen path cost C5* = 6: Ratior, = n-1- 73
2
Solution in Figure 3.2b:
C 4

Order 1: k, = C¢ = 2, chosen path cost C? = 4: Ratio ry = k—3 =5 = 2.

3

C 4
Order 2: k, = C4¢ = 4, chosen path cost C4¢ = 4: Ratior, = k—4 =71" =1

The higher the ratio is, the more the order is disadvantaged. So in order to have satisfied customers,
we want all ratios to be as low as possible. When looking at the example, then the solution as given in
Figure 3.2a is the best User Equilibrium, so order 1 traveling via path a and order 2 via bd. A

3.1.1. Using ratios

As shown in the section above, finding a solution in which all orders are satisfied, is not
always possible. A way of defining a User Equilibrium where all orders are harmed as little as
possible, is looking at the ratios of the used path cost compared to the cheapest path cost for
that order. We can state this in an ILP with objective function

: : Cw . 1 p
min er=m1n2—=m1nz _chfp
Kw kw

weWwW weEW weWwW PEPR,

We use the following ILP:

. 1 P
min Z o Z wap

wEW w PERy,

pr=dWVWEW

PEPy

a= ) SupfyVaed

pPEP
fhENgVPEP
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We refer to this objective function as the Weighted Ratio objective. In the following example
we will show the influence of using this objective function.

Example 7. In this example we have three orders, order 1 traveling from location Il = 1 to [ = 3, order
2froml=1tol=4andorder3from!l =2tol =4. The demands are d, =d, = 1and d; = 2. The
UE solution is given in Figure 3.3a and the Weighted Ratio solution is given in Figure 3.3b, the values
of the solutions can also be read in Table 3.1.

=4 O—0O—0 O—O—z®
J
=3 O—0—0 O—0—0
=2 (& —~O->0-- O—0—0
a b

=1 (usy) O—0—0—0—0—0—0
t=0 1 2 3 4 5 6 7 8

(a) SO solution.
1= O—O0—0—0—0—E—0—0—ee
1=3  O—O—@Ef —~F—F—0—0—0—0

c d

=z & 3 —-0->0 -0 >0—0—0—0
=1 (usy) O—0O—0—0—0—0—0
t=0 1 2 3 4 5 6 7 8

(b) Weighted Ratio solution.

Figure 3.3: STN with three orders, with m, = 1 for all arcs between two different locations, m, = c otherwise.

Table 3.1: Solution of STN in Figure 3.3a

Order1 Order2 Order 3 | Total Cost Total Ratio
cheapest paths cost k,, 2 3 8
Solution Weighted Ratio 2 5 16 23
Solution SO 5 5 11 21
Ratio of Weighted Ratior, | 1 1.6667 2 4.66667
Ratio of SO 7, 2.5 1.6667 1.375 5.54167

We see that the total costs of the Weighted Ratio solution are higher than those of the SO solution.
Note that the SO solution is not unique: the costs of the containers of orders 2 and 3 can be switched
without influencing the total costs. The benefit of using the Weighted Ratio objective function, is the fact
that the total ratio is minimized. It is less harmfull for order 3 to pay more than it is for order 1, compared
to their cheapest path costs. A
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The question now arises, what do we rather achieve? When looking for a User Equilibrium,
do we want the total costs minimized (SO), or do we want to divide the extra costs fairly
compared to cheapest path costs (Weighted Ratio)? The best solution would be a combination,
in which we obtain an SO, and the extra costs made by having to travel via non-cheapest paths
are divided in a fair way over the orders. In the next section we will introduce a method to
find this combination, by adding tolls the the network, and we will give definitions of a User
Equilibrium.

3.2. Toll In Space Time Networks

Our goal is to reach as well an SO solution regarding the total costs, as achieving a UE. By a
SO solution we mean a solution in which the total costs are minimized. However, it is always
the case that a UE has a total cost equal or higher to the total cost of the SO solution. To
avoid this higher total cost in a UE, we introduce the use of tolls in three ways:

1. Tolls on orders: assign tolls to the orders after obtaining the SO solution, to create a UE
solution in which costs are divided over the orders in a fair way.

2. Tolls on paths: assign tolls to paths after obtaining the SO solution and create tolled path
costs on the STN, in which the paths of the SO solution have cheapest (tolled) paths costs
and thus a UE solution is obtained.

3. Tolls on arcs: assign tolls to arcs after obtaining the SO solution and create tolled arc
costs on the STN, in which the paths of the SO solution have cheapest (tolled) path costs
and thus a UE solution is obtained.

The outline of the procedure is to calculate the SO solution in the STN, then add tolls (which
can be both positive and negative) to arcs, paths or orders, in such a way that the total sum
of all tolls on orders (in the order case), on used paths (in the path case) or on used arcs (in
the arc case), is equal to zero. We will assume that all OD-pairs are individual customers.

In this thesis we will investigate the first two ways of adding tolls: on orders and on paths.
We use the following notation for tolls: the toll on path is B} and the toll on order is given by

Bu= ) BEfy
PERy

We define the tolled order costs:

CBW =Cy + Bw
as the order cost including the tolls, and the tolled path costs:

Chw =Ch + B
as the path cost including the tolls. Note that

Cpw = Coy + B = z (CB +BE) = Z b, ¥ weW.

PERY PERY

k,, is the cost of the cheapest paths for order w.

We can compare the tolls on orders to real life instances. We see in real life instances that
adding toll on orders is as assigning “fair” costs to customers which use the same transport
modalities (multiple containers on the same train or barge). We assume when assigning toll
to orders, that the customer is familiar with the initial STN, but that the tolls will give final
costs that satisfy a certain “fairness” criterion. We will discuss this in Chapter 5.

Adding toll on paths gives us a new cost network wherein the goal is that each customer

will choose paths which are also assigned to him in the SO solution. We assume that the cus-
tomers only know the new cost network (and thus do not know the initial costs of all paths).
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We can say a UE is reached when the costs of the paths are defined such that in the case all
capacity constraints are removed, still the same paths will be chosen by the customers. We
will discuss this in Chapter 4.

To investigate the behavior of tolls, we will divide MCMCF problem on an STN into different
cases:

* Case 1: demand d,, = 1 V orders w € W, capacity m; = 1 V a between two different
locations, m, = o otherwise, a € A,

1 V a between two different

* Case 2: demand d,, = 1 V orders w € W, capacity m,
locations, m, = o otherwise, a € A,

* Case 3: demand d,, = 1 V orders w € W, capacity m; = 1 V a between two different
locations, m, = o otherwise, a € A,

* Case 4: demand d,, = 1 V orders w € W, capacity m; = 1 V a between two different
locations, m, = o otherwise, a € A.

When investigating adding tolls, we use the different cases described above. In all cases, for
all waiting arcs, thus horizontal arcs in an STN, we define m, = o, so there is no capacity
constraint for waiting at a location.

3.3. User Equilibrium with tolls on a Space Time Network
We define a User Equilibrium per situation which we will investigate, so we have a definition
for path based tolls and one for order based tolls:

Path based tolls: For each order there are multiple paths to travel by. Here we define User
Equilibrium as follows:

Definition 4 (Path based User Equilibrium). A User Equilibrium is reached when each customer can
travel via their cheapest paths.

This is obviously not always possible when concerning only the initial networks, so we need
the path tolls for this. We will assume that customers are not familiar with the path costs in
the initial STN, they only have knowledge of the tolled path costs.

Order based tolls: When we observe the costs payed by each order, we can define a “fairness”
criterion in order to satisfy customers. For each customer in the problem, we introduce the
ratio between the order costs of the SO solution C,, and the order costs if there were no other
orders in the network, so the cost of the cheapest paths for order w € W: k,,.
C
The ratio for all orders w € W is 1, = k_w and the ratio of tolled order costs are denoted by
w
C
Tgw = %, with Cg,, = Cy, + By, where B, is the order toll for order w.
w
Definition 5 (Order based User Equilibrium). A User Equilibrium is reached when the extra costs made
in the network compared to the cheapest path costs of all orders, are payed rationally by all orders. In
other words, compared to its cheapest path costs, each order pays the same percentage of extra costs
given its cheapest path costs. So 13,,, =134, ¥ wy,w, € W (the “fairness” constraint).

In Chapter 4 we will introduce an algorithm to calculate the path tolls, and also show the
properties of the found tolls. In Chapter 5 we will do the same for the order tolls. In Chapter 6
we will combine those two toll types and their properties.
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Tolls on paths

In this chapter, our goal is to find a Path tolled User Equilibrium. Our approach is to first find
an SO solution, and then add tolls to paths, which create a new cost scheme for paths. When
we offer the STN with the adjusted path costs to the customers, they can selfishy choose
routes, and the outcome of their path choice will correspond with our own path to order
assignment for finding an SO.

4.1. Constraints for finding path tolls

We assume that customers are not familiar with the path costs of the initial STN in which
we want to find an SO solution. We want to find path tolls £ such that when starting with
an SO solution, we can adjust the network costs (by adding tolls) in such a way that each
customer is satisfied with its route, and thus a UE is achieved. It even should be possible for
all customers to let them choose their routes themselves. So we should adjust the path costs
in such a way that each path which needs to be traversed in order to obtain an SO solution,
will be chosen by the customer.

We only use tolls to obtain both an SO and UE solution, so we do not need to make profit on
the tolls. We will discuss the choice of our objective function in Subsection 4.1.1, but we can
already state that we want to minimize tolls added to certain path sets.

In order to make sure we do not make profit on the toll system, we require that all tolls payed
or received by customers sum up to zero:

ﬁuz;fp =0.

p€eSO solution

So, if there are tolls needed to obtain a UE, there will be one or multiple customers who need
to pay toll, as well as there are one or multiple customers who receive toll. This last group
thus has a sort of discount on the routes which we want those customers to take. We do not
want the toll received by a customer to be higher than the initial path cost (which would mean
that a customer does not have to pay, but only receives money for choosing a certain path),
so we use the constraints:

Ch+Bh=>0vpe?P o ph>-Chvper.

Our goal is to achieve a UE solution by calculating the path tolls S, starting from an SO
solution. We calculate these tolls with the Nonlinear Programming problem NP-f (as described
in Section 4.2 in Algorithm 2 Step 4 at page 42). In Subsection 4.1.1 we will explain our
choice for the objective function of the NP-f# and we will explain the choice of constraints.
In Sections 4.3 up to and including 4.6 we will see how path tolls can be added in the four
different cases as described in Section 3.2.
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4.1.1. Objective function and choice of constraints

The NP-B consists of an objective function that minimizes the path tolls of a certain path
set, and a set of constraints mentioned above. We will elaborate on those constraints in
Algorithm 2, but here we will already state the different steps of the algorithm:

Outline Algorithm 2:

1. Create SO problem,

2. Solve SO problem, output: path flows f, V p € P,

Create two lists for each order w € W: hyy,,, and hyyew,
Create NP-p,
Solve NP-B, output: path tolls g} vV p € P,

Create SO-f problem, by adding the path tolls to the path costs of the initial STN,

No g & w

Solve SO-f, output: path flows f, V p € P.

We have different choices for the objective function of the NP-3, those choices concern mini-
mizing different path sets. Define the set of paths used in the SO solution by

hin,w = {p | /i> 0,pe :Pw};
and the sets of all other paths (which are not in the SO solution) by

hout,w = {p | fi=0, pE?w}-

[=3 O O O (e2) O O (e2)
¢
b d g
l=2 O O @ U @ @, O
/r/
a
v @ o
t=20 1 2 3 4 5 6

Figure 4.1: STN with two orders, d,, = 2 V w € W, with m,, = 1 for all arcs between two different locations, m,, = c otherwise.
The denoted solution is SO. Paths p € h;;, ; are denoted in red, paths p € hy;, , in cyan.

To illustrate those path sets, we look at Figure 4.1. There we see two orders both with
demand 2 (so this is a Case 2 problem, because m,, = 1 for all arcs a; between two different
locations and d, = 1 V w € W). The SO solution is graphically denoted in red and cyan for
order 1 and 2 respectively. We have path sets P, = {a,¢,bc, f} and P, = {b,ad,ag,eg, fg}. The
SO solution gives us the path sets:

hin,l = {a, e}' hout,l = {bC, f}l hin,2 = {b, fg}! and hout,Z = {ad' ag,eg, fg}
We will discuss three possible objective functions for the NP-f in Algorithm 2 Step 4. Notice

that we use the absolute values of the path tolls, because we allow both positive and negative
tolls.
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The three possible objective functions:

* min Z Z |,8£|: minimize the tolls added to paths which are in the SO solution.

WEW pEhin w

* min Z Z |85|: minimize the tolls added to paths which are not in the SO solution.

WEW pE€hoyutw

* min Z |5|: minimize all tolls.
peEP

We also discuss whether we want to use the Total-sum-zero constraint Z BY = 0, which forces
pEP

the total sum of all tolls added to the STN to be zero. The question arises whether this con-

straint is necessary to obtain good solutions. By good solutions we mean solutions in which

little toll needs to be added to the STN in order to obtain a UE solution.

We first introduce the standard constraints of the NP-f (for Algorithm 2 step 4):

Z Z Bifp =0 4.1)

WEW pEhinw
Bl — Bl < Cly = CL Y (i,)), i € Ripys J € houry Y WEW 4.2)
b =>-Chvpe®P (4.3)

where Constraint 4.1 ensures all tolls on paths used in the SO solution sum up to zero,
Constraint 4.2 ensures the paths used in the SO solution for one order, have equal or lower
costs than the paths for that order which are not in the SO solution, and Constraint 4.3
ensures no tolled cost can become negative. We will choose our objective function later on.
Note that if we work with Case 1, 2 or 3 (as described in Section 3.2), Constraint 4.1 can be
replaced (due to the capacity and/or demand constraints) by

ph =o0.

WEW pE€hinw

This formulation is equivalent because the path flows of paths p € U hinw will always be

wew
equal to one due to the capacity and/or demand constraints, and the path flows of paths

pE U houtw Will always be equal to zero.

wEW
Constraint 4.2 is equivalent to

Cly+ BL < Cly+ Bl Y (i,)), i € hinw, J € hoye ¥ W EW,
In this equivalent formulation we see the goal of the constraints more clearly.

We use the following two examples to illustrate the influence of the three optional objective

functions: z z 185, z Z |8%| and Z|ﬂ£|,and the influence of the optional Total-

WEW pE€hinw WEW pEhoytw pPEP

sum-zero constraint Z B =0.
pPEP
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Figure 4.2: STN with two orders,d,, = 1 ¥ w € W, with m,, = 1 for all arcs between two different locations, m,, = o otherwise.
The denoted solution is SO. Paths p € h;;, ; are denoted in cyan, paths p € h;;, , in red.

Example 8 (Case 1). The network in Figure 4.2 is of the type Case 1, so m,, = 1 for all arcs a; between
two different locations and d,, = 1 ¥ w € W. Order 1 travels from location 1 to 3 and order to travels
from 1 to 4, d; = d, = 1. We have the following path costs:

Order1: ¢ =2, ¢ =5, ¢cah =7, ¢ =5, ¢cbh =7, csh =7,
Order2: €% =2, ¢39=5,¢8 =7 ¢39 =5, cbi=7 c5=7.

Solving the corresponding SO problem gives us the solution:
faa =1, @ =1,
with path costs of the used paths:
ced =2, c9 =5,

Then h;,; = {ad} and h;,, = {bg}. We now solve the NP-£ with the different objective functions and

also observe the effect of the Total-sum-zero constraint: Zﬁ\fﬁ =0:
pEP

+ Constraint Zﬁv’ﬁ =0:

pEP

~ Objective: min " > |f| = min (|62¢] + |8°]) = 0.

WEW pE€hinw
Tolls: ff -3, pah=_5 B —_3 =5 B =19,
=3, w=—2, phi=-2pf=-2

Newpathcosts: Cl=5-3=2 ($h=7-5=2 Cp=5-3=2
Cpr=7-5=2, Cgi=7+19=26, Cg5=2+3=5,
cal—7—2_2 Cpy=7-2=5, Chh=7-2=5.

The costs of the paths used in the SO solution are thus: CBl =2, C =5.
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~ Objective: min » > |gE] = min (|/] + [82"] + 87| + |6"| + [5£"| + |65°] + 65| +

WEW pEhoutw

o]+ 16#] + lps')) = o
bg —

Tolls: ad = 3, L -3,
New path costs: (8¢ =2+3=5 (;J=5-3=2

The costs of the paths used in the SO solution are thus: C =75, C = 2.
- Objective: min )" |5| = min (|6¢¢] + an| 4 |31f| + B + B + |Bee| + |B29) +
pEP
psil + |87 | + 185 + 1651 = 6.
Tolls: h= -3, =3,
New path costs: Cﬁ1—7—3:4, Cﬁ2—2+3:5.
The costs of the paths used in the SO solution are thus: CBl =2, C =5.
+ No constraint Zﬁ£ = 0
pEP
_ Objective: min Z Z 82| = min (|£] + |82|) = 0, total sum of tolls is Zﬁv’s = —24.
pEP

WEW pEhinw

Tolls: B =-3, peh=-5 B =-3 pMr=-5 p"=-s,
Cl

ae _ ai _ bi _ i —
2 =9 2 =2, ;= =2, 2 =2,

New path costs: Cfj =5-3=2, C#h=7-5=2, C=5-3=2
631—7—5=2, Cfi=7-5=2 CBZ—2+3=5,
Cy=7-2=5 Cph=7-2=5 C§=7-2=5.

The costs of the paths used in the SO solution are thus: C{ = 2, ng =

— Objective: min Z Z |B%| = 0, total sum of tolls is Zﬁw =0.

WEW pEhoytw peEP

Tolls: =3, 2”9 =-3,
New path costs: Cﬁl =2+3=5 C 2 =5—-3=2

The costs of the paths used in the SO solution are thus: C =5, C = 2.
— Objective: minz |B%| = 3, total sum of tolls is Zﬁp =
pEP pPEP
Toll: g€ =3,
New path cost: (g7 =2+3=5.
= 5.

The costs of the paths used in the SO solution are thus: Cﬁ1 =2, C
A

We see that using the objective min Z Z |B%| is highly inefficient. Inefficiency here

WEW p€hinw
means that given the SO solution, if there are a lot of cheaper alternative paths for orders
w EW (so Cy, < C for p € hipw, q € houew), we need to add tolls to all those paths in order to
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Figure 4.3: STN with two orders,d; = 2, d, = 1, with m,, = 1 for all arcs between two different locations, m,, = oo otherwise.
The denoted solution is SO. Paths p € h;;, ; are denoted in cyan, paths p € h;;, , in red.

obtain a UE. We need to do this regardless of the constraint Z BY = 0. In the next example
pEP
we will thus only consider the other two objective functions.

Because in order to maintain the paths costs for the used paths, one needs to adjust all
costs of the alternative paths for all orders. When increasing the demand for order 1 from the
previous example to 2, we can see what more pressure on the network does for the solutions.

Example 9 (Case 2). This example is of the type Case 2, because m,, = 1 for all arcs a; between two
different locations and d,, = 1 Vv w € W. We have the same STN as in the previous example, now
with d; = 2, d, = 1. Solving the SO problem gives the following solution, which is also displayed in
Figure 4.3:

ﬁ,_le,]ﬁzl,ﬁl_ezl,

¢ =5, csh =7, cee =2,
Then h;, 1 = {bf, ch}, hy,, = {ae}. We now solve the NP-£ with the different objective functions and
also observe the effect of the Total-sum-zero constraint, by removing this constraint from the NP-£ and

compare the values of Zﬁf@.
pEP

« Constraint Zﬁ‘fj =0:

pEP

~ Objective: min " > |gh| =6.

WEW pEhoytw
Tolls: pfd =3, phh=-2, pfh=-3 pge=3 p¢=-1,
New path costs: (g =2+3=5Cpl=7-2=5 (gi=7-3=4
Cgs=2+3=5 (gh=7-1=6.
The costs of the paths used in the SO solution are thus: CZ{ =5, Cg’ll =4, Cg‘; =5,

~ Objective: min »" || = 10.
pEP
Tolls: pfd =3, pPh=-2, pfh=-2, pfe=2 p§=-1,

New path costs: Cg{ =2+3=5(gh=7-2=5 (Cfi=7-2=5,
Cgs=2+2=4, Cgh=7-1=6.
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The costs of the paths used in the SO solution are thus: Cz{ =5, Cg’; =5, Cg; =

+ No constraint Z[)’M’; =0:
pEP

— Objective: min Z Z |B%| = 3, total sum of tolls is Zﬁﬂ =3.

WEW pEhoutw pEP

Tolls: pgd =3, pfh=-2, pge=3, pJS=-1,
New path costs: Cg‘f=2+3=5, Cg’;=7—2=5,
4 =2+3=5 c§§=5—1:4.

SoCyl =4, Cgh =5, Cls=5.
— Objective: minz |B%| = 7, total sum of tolls is Zﬁv"‘j =7.
pEP pPEP

Toll: ad — 5 = o,
Newcost (8¢ =2+5=8 (g =5+2=7.

The costs of the paths used in the SO solution are thus: CZ’; =5, Cf{{ =7, Cp; =12

A

We can see in the previous examples, that adding the Total-sum-zero constraint does not give
better solutions when the goal is to add as little as toll necessary, which we want to achieve.
So we will no longer use this Total-sum-zero constraint.
From now on we will minimize the tolls added to paths which are not in the SO solution, so
take we take as the objective function:

> . skl

WEW thout,w

4.2. Generic algorithm for finding path tolls

We start determining tolls by solving the SO, and then add tolls to the path costs in the STN
such that no customer is harmed by that solution and thus a UE is reached. The sum of all
tolls payed and received by all customers has to be zero. The way of finding tolls which give
us a UE solution in a initial SO problem is described in Algorithm 2, which is partly based
on the solution algorithms used by Hearn and Ramana [13] and Jiang and Mahmassani [14].
Hearn and Ramana work with a toll pricing framework:

1. Solve the SO problem to obtain an optimal solution x*.
2. Define the toll set.
3. Define and optimize an objective function over the toll set.

Note that in our case we can use the Robinhood objective as in Equation 2.32.
Jiang and Mahmassani have a Unifying Solution Algorithm for both discrete and continuous
Value of Time:

0. Initialization.

1. Traffic Simulation.

2. Generating Path Set: Find cheapest path for each user.

3. Update Path Assignment: For each user, update path flow by using Method of Successive
Averages.

4. Convergence Check.
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The difference with the framework of Hearn and Ramana is that we do not define the toll set,
because in our approach there is no need to obtain this total set. The difference with Jiang
and Mahmassani is that we apply tolls on paths instead of updating path assignment.

Recall, to calculate the path tolls, we divide all paths into two sets, one with all paths
which are used in the SO solution: h;,,,, and one with all other paths (which are not in the
SO solution): hyyey,. We define these sets as follows:

hinse =P 1 >0, P € Pl houew ={p 1 =0, p R}

Algorithm 2 Calculating path tolls
1: Create SO problem:

min Z chfy
pEP
st x, = Z(Sapfp VaeA
pEP
pr=dWVweW (4.4)
PERY

Xg<mygVa€EA
prNOVpEfP
X, €ENgVaeA

2: Solve SO problem, output: path flow vector f.

3: Create two lists for each order w: h;y,,, = {p |fp>0,p€ :PW}, houtw = {p |fp=0 p€ ?W}.

4: Create NP-£:
min Z Z 162| (4.5)

weWw thout_w

sit. z z BEf, =0 (4.6)
WEW pE€hinw -
Bl — Bl < Chy = CL Y (i, ), § € hinuwr J € houts VW EW A7)
Bh=-ChvpeP (4.8)

where Constraint 4.6 ensures the total toll sum of the chosen paths to be zero, Constraint 4.7 ensures
that the paths in the SO solutions are the ones with cheapest costs C}?W and Constraint 4.8 ensures

no path can have a negative ng cost.
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The NP-g in Algorithm 2 Step 4 is non-linear, which makes this problem hard to solve. We
therefore use the equivalent linear formulation of the problem:

min Z Z Yo

WEW pEhoyutw
s.t. Z Z BEf, =0
WEW p€hin w -
Bl — Bl < Cly = C& ¥ (i), 1 € hinps J € hour Y WEW
Bh=—-Chvpep

B <y VpeEP (4.9)
— BV SV VPEP (4.10)
Yw=0VpeP (4.11)

where yﬂ replaces the absolute value variable |[3‘,€| with Constraints 4.9-4.11.

5. Solve NP-g, output: BJ.
6: Add tolls B} to the SO problem, SO-S:

min Z (b +BD) f,

pPEP

St Xg= ) Oapfy Va €A
pEP

pr=dWVWEW
PERy
Xqg<mygVa€eA
fpENgVPEP

X ENgVaeA

7: Solve SO-g problem, output path flow vector j_’

The desired outcome of Algorithm 2, is that the solution to the SO-f problem is equal to
the initial SO problem. The resulting path costs are the only costs that are showed to the
customers, so the customers do not have any knowledge about the initial STN and those
path costs. We will consider the problem of solving an STN in different cases, as stated in

Section 3.2.

4.3. Case 1

Case 1 is the situation in which d, =1V w € W, and m, = 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

We illustrate the correctness of Algorithm 2, by solving a number of examples in Subsec-
tion 4.3.1. In Subsection 4.3.2 we will derive properties of the path tolls.
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4.3.1. Case 1: Examples
In Example 10 and Example 11 we will show the outcome of the algorithm on the problems
and have a small discussion on the tolls found the algorithm.

Example 10. We use the STN as in Figure 3.1, again showed in Figure 4.4. Recall that all arcs have
cost 1 and all diagonal arcs have capacity constraints of 1. We have two orders: W = {1, 2}.

The SO solution is given in Figure 4.4, with s,, denoting the start point and e,, denoting the end point for
order w.

=3 O O

7
‘ Qé»’o—wzo—»o

t=20 1 2 3 4 5

Figure 4.4: STN with two orders with m,, = 1 for all arcs between two different locations, m,, = oo otherwise. The denoted
solution is SO.

We have path costs
C¢ =2 Cl=4 =4 Ci%*=5and Ci* =5,
and the path sets following from the SO solution as obtained in Algorithm 2 in Step 3:

hin,l = {a}, hin,z = {bd}, hout,l = {b}, hout,z = {ac,ad}.

We see that due to capacity constraints, order 2 is not able to choose his best route in the SO and has
to take path bd with cost 5.
The tolls given by Algorithm 2 are

pE=1, g =-

so all tolls on paths p € U houtw are zero and so is the objective value of the NP-£.

weWwW
We will take a closer look at how we can look at these tolls and adjusted costs: The paths a and bd are
in the SO solution with a total objective value of 7.
We now can set bounds on the toll: one could say that the toll of order 1 can be at most 2, so g < 2,
which gives a lower bound of —2 to the toll of order 2: f?¢ > —2. We set those bounds because if the
toll of order 1 on path a gets higher than 2, it is more beneficial for order 1 to take its alternative route
b. For order 2, the smallest toll can be —1, so ¢ > —1, which gives an upper bound of 1 to the toll of
order 1: B < 1. If we do not set those bounds, order 2 adjusted path cost will be cheaper than traveling
via its cheapest path in the initial network.

Cy +
But if we look at the tolled ratios 73, = Wk—ﬁw where we compare the adjusted path cost to the cheap-

est path cost, we see that a toll of 1 for ordgr 1 is more disadvantageous than the initial SO solution was
for order 2 (see Table 4.1).

When we assume that all customers do know the path costs of the initial network (contrary to what
we assume in this Section), order 2 will not accept path bd as its route as long as ¢ > —1, because
then C33 = 5+ 7% >= C5° = k, and thus path ac is still a cheaper route to take. A negative toll of
value By = —1 will be satisfying for order 2, because then Cp§ = C3* + 7% =5~ 1 =4 = (3 = ky,
and thus there is no difference in both optional paths costs.

Order 1 can accept paying the toll of B = 1, because then the cost of path a will still be less than its
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Table 4.1: Solutions for Figure 4.4: Ratios 1g,, = (Cy, + Bw)/kw per toll

] | Order1 Cj, [ |Order2 Cp5[mn |
k, |2 4
P2 1 5 1.25
105 25 [ 125 ] =05 45 | 1.125
1 3 15 | -1 4 1
2 4 2 -2 3 0.75

alternative path b which has cost C? = 4 (and Cgy = C{+p{ =2+1 =3 < 4). The question is however,
to what extent order 1 is willing to pay ‘voluntarily’ to order 2, to obtain a User Equilibrium.

Now assume the customers do not have any knowledge of the path costs of the initial STN. Then we
can offer a choice to order 1 of choosing the path a with toled cost Cgl = 2+ 1 = 3 or path b with tolled

cost Cgl = 5 —1 = 4, and offer to order 2 three paths, with ac and bd having both tolled cost 4 and
ad having cost 5. Then they can both choose their most favorable route (a and bd respectively) without
harming the other order.

But what will happen if we use tolls |85| < 1V p € P, and we assume we only add tolls to paths chosen
in the SO solution? Take for example path tolls g; = g% = 0.5 and B, = P4 = —0.5. Then order 1 gets
to choose between a path costs Cg; = 2.5 and Cgl = 4, while order 2 has to choose between Cg; = 4,

C§3 = 5and Cpg = 4.5. Then both orders will choose their cheapest path, but those paths both contain
the first diagonal arc going from location 1 to 2. So this solution will not give the desired choices of the
orders.

The best solution of the NP-£ is indeed the solution as obtained from Algorithm 2 Step 5:
Bi=1 B =0,ps =0, =0, ppt=-1
and with those tolls we obtain the path costs:
Ch1 =3 Cpy =4 Cg5 =4, C33=5and Cp3 =4,
so both orders can travel via their cheapest paths, so both an SO and a UE are obtained. A

Is it sufficient to only add tolls to paths that are in the SO solution, or do we need to also take
the other paths into account? We will show in the following example that adding tolls to paths

pE U houtw can also be useful.
wWEW

Example 11. We changed the network from Example 10 by changing two diagonal arcs starting att = 3
in Figure 4.4 to t = 2. We will now observe which toll we need to add to obtain a UE which equals the
initial SO. Again we have two orders: W = {1, 2}. The SO solution is given in Figure 4.5, with s, and e,,
denoting the start end point of order w, respectively.

We have path costs

C¢=2C=3 C5=3 Cc¢*=5and ci4 =5,
and the path sets following from the SO solution:
hiny = {b}, hina = {ac}, houry = {a}, hour2 = {ad, bd}.
The solution given by Algorithm 2 Step 5 is
B =1, pge =

We see that with this tolls, order 1 can choose between path a with cost Cgl = 1 and path b with cost
Cl’;l = 1, so it makes no difference to order 1 which path is chosen. Order 2 can choose between
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Figure 4.5: STN with two orders with m,, = 1 for all arcs between two different locations, m,, = co otherwise. The denoted
solution is SO.

paths ac, ad and bd, where the path cost of path ac is still cheaper than the other two path costs:
Cis=4<5=Cg =Cpd
B2 p2 =~ “pa- _ _
When we want to add tolls to used paths only, we obtain the following bounds on the path tolls: order
1 does not travel via its cheapest route a, so he wants his route b cheaper with cost 1, f? < —1, while
order 2 can pay 2 before his alternative path bd becomes cheaper than the initial cheapest path ac: so
d¢ < 2. We see that the given toll solution satisfy those bounds.

Another valid solution of the NP-$ could be adding only toll to path a: g = 1, B2 = 0, B3¢ =0, p¢? =
0, and p2% =
With those tolls we obtain the path costs: €%, =3, C3, =3, C§5 =3, €34 = 5and €3¢ =5 and we see
that the paths chosen in the SO solution now indeed are the cheapest paths for the customers.
But note that this solution does not minimize the objective function of the NP-8, because

> Ikl =gl + gsel + 18kl =1

WEW p€hoytw
which is higher than the objective value of the solution given by Algorithm 2 Step 5 (which is 0). A
We can conclude from the two previous examples that for instances with two orders, the

gap between the cheapest path and the initial SO solution plus tolls has to be zero to force
the customers to take the paths that satisfy the SO solution.

4.3.2. Case 1: Finding properties of path tolls

In this section we will show some properties of path tolls in Case 1. In this Case 1, we have
for all p, a: f, € {0,1}, x4 € {0,1}. After solving the SO problem we can define

hin,W={p|f_p=11pe‘.Pw}; |hinlwl=1VWEW,

hout,w :{p |f_p:0' pESDw}-

In this case the flow of an order is 1, so we can write

S Y S o

WEW pE€hinw WEW pEhin w
We use the NP- as in Algorithm 2 Step 4.

We start with an observation of the output types of path tolls.
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Observation 1. If a solution to the NP-f for path tolls exist, it is of one of the following forms:
1. B =0vpeP,

2. Bh#0 for at least two paths p € U hinw and B =0vpe U houtw
wEW WEW

3. pH#0 for at least one path p € U Routw @nd B =0V pe U Rinws
wEW weEW

4. BL#0 for at least two paths p € U hinw and B # 0 for at least one path p € U houtw-
wEW WEW

When B = 0V p € P, it means that the SO solution is equal to the UE solution in the
initial problem. The question is, if it is sufficient to have solutions of the form 2 and 3, or if
there problems in which it is necessary to have solutions of the 4th form.

To illustrate the solutions above, we show the following example.

Example 12. We use the STN of Figure 4.5 on page 46. The SO solution is given for the two demand
pairs, f;, = 1 for order 1 and f,. = 1 for order 2. We create the NP-£ as in Algorithm 2 Step 4 and solve
it.

We can obtain several outcomes for this STN:

2. B8°=1,B=-1> C§,=2Cp,=3-1=2C35=3+1=4,Cp3 =5,
3.p=1=C§=2+1=3,Ch =3, €45 =3 Chd =5,

4. A combination of the solutions 2 and 3 is also a valid solution:
BsC=1,B=-1,p=1=>C}=2+1=3,Cp, =3-1=2,C§5=3+1=4, Cj3=5.

We see that a solution of the first form (85 = 0 V p € P) is not a solution in this example. Based on the

objective function min Z Z |ﬁ£| we use solving the NP-g, solution 2 is the best solution. A
WEW pEhoytw

We will now investigate the path toll solutions by increasing order size.
Case 1 with 1 order
If we have an STN with only 1 order, then the SO solution will always be equal to the UE

solution, more specifically, the SO solution will always be traveling by the cheapest path of
the order. An example is given in Figure 4.6.

>

P1

D3

Figure 4.6: One order with multiple paths

Case 1 with two orders

When multiple orders have to be transported in the same time frame, paths for the different
orders can have joint arcs. When this is the case, it can influence the SO, due to the capacity
constraint that only one container can travel an arc (m, = 1). We can see this in Figure 4.7.
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.

Figure 4.7: Network with two orders with multiple paths

Here we have two orders, with three arcs between the start point of order 2, which is s,, and
the end point of order 1, which is e;: the arcs we denote by a4, a, and a;. Assume the following
holds for the arc costs: ¢4, < ¢q, < ¢q,. Then for both orders arc a, is in the cheapest path, but
because m, = 1 for all arcs, only one order can traveling via a,. We see that in this example it
is possible in the SO solution for one order to travel via its cheapest path.

We show that it is sometimes better to let no order travel via its cheapest path in order to
obtain an SO solution. We show the following example.

Example 13. We use the graph in Figure 4.8.

3 1 3

—(

Figure 4.8: Network with order OD-pairs AD and AE.

Suppose all arcs in this network have capacity m, = 1 and there are two orders, both transporting
one container, one traveling from A to D and one from A to E. The costs of the arcs are given in
Figure 4.8. For order 1 there are three paths: ABD, ABCD, ACD, and for order 2 there are also three
paths: ABDE, ABCDE, ACDE. The path costs are C{BP = 4P = 4, C4BCD = 3, C4BPE = C4CPE =
5, C4BCPE = 4 An SO solution in this example is order 1 traveling via ABD and order 2 via ACDE,
although then both orders cannot travel via their cheapest path.

We can also translate this graph into an STN: see Figure 4.9.

=8 O—O——O——O——(@)

v

=0 O—s0O——O—@l—0

3/

1=¢  O—OAf0—0
1

=8 O— A O0—>O0—0
1 3

=4 s rO—sO——sO—0

Figure 4.9: STN with costs ¢, on diagonal arcs, m, = 1 for all arcs between two different locations, m, = o otherwise. The
denoted solution is SO.

In this network it is sufficient to add toll to the unused arc BC to make sure no order will travel via this
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path. Adding an arc toll 52¢ = 1 is sufficient, because then for each order all paths have the same costs.
This arc based toll is equivalent to adding toll to the paths ABCD and ABCDE: B{B¢P =1, p4BCPE = 1,
respectively. When we solve the NP-g for this problem, we want to minimize the path tolls of unused
paths. But in this case no order can travel via its cheapest path, so we are forced to increase the path
costs of those cheapest paths ABCD and ABCDE, which both contain arc BC. A

Assume the SO problem in the STN with capacity m, = 1 for all traveling arcs a = (I4,l;) € A
with [, # [,, has an optimal solution.
Define

hin,w:z{p|&>0,p€73w}, hout’wtz{p|fi=0,pE.'PW}VWEW, |hinw| =1V wew.

We will show in general that an SO solution does not always contain cheapest paths for some
orders, as we showed for the STN in Figure 4.9.
We define s/ € § a feasible solution, with s/ = (x/, f/) and § the set of all feasible solutions. We

denote the SO solution by st = (x_l,fl) €S,ands/ = (x/,f/) €S, je(2,3,..,IS|— 1,5} are all
other feasible solutions.

For the following propositions, we will define the following: W = {1,2}, d; = d, = 1, and the
path set for both orders:
:Pl = {rlerI '"!Tn}' :PZ = {qli qz, -, qm}
SoP=P,UP, ={nry, ..., 7, q1, -, @m}- Assume the paths are ordered such that

Cl<cpP<-<cimt<cimand c* <cP <. <cdmr < clm,

and assume the SO solution value is C;* + €3, so the path vector f! of s' contains elements
frla =1, fqlb =1, f, =0V p€eP\{r,qp}. Then
Clo+c<cir+citvs =, f)eS\{sYwithfl, =1, f, =1, ff =0vpeP\(n.q}.
Which solutions on the tolls do we obtain?

* If for order 1: r; € hy,; and for order 2: q; € hy,, (so both orders are traveling via their
cheapest path), then no tolls need to be added: g = 0 V p € P, see Proposition 2 and
Figure 4.10.

n

(of——{e)
————>
3
q2
(=)
—————>

qs

Figure 4.10: Two orders with multiple paths: situation as in Proposition 2, SO solution in cyan.

* If for order 1: r; € h;,; and for order 2: q; € hi,, 2 < | < m with path costs such that
Clr+ci<ciz+c or
if for order 1: 1, € hjp1, 2 < k < n and for order 2: q; € h;,, with Ci*+cI* < it +CJ?, then
it is sufficient to add tolls on the used paths only, see Proposition 5 and Figure 4.11a
and 4.11b (in Figure 4.11a we have paths costs such that C;* + 3! < €2 + CJ* with | = 2
always holds, and in Figure 4.11b we have path costs such that Ci* + ¢J* < ¢* + ¢
with k = 2 always holds). In Figure 4.11c and Figure 4.11d we see more examples of
Proposition 5: in Figure 4.11c we assume C;* + C3' < Ci? + C3* and in Figure 4.11d we
assume C;? + C#* < C1* + C32.
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(a) SO solution in cyan with
Ci' +C3* < C” + G

Lp)
7’1 /
q, \
.
qs

(c) SO Solution in cyan with
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(b) SO solution in cyan with
Cir+ck=c? +cl.
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(d) SO Solution in cyan with
clr+cP=2cr+ci.

Figure 4.11: Two orders with multiple paths: situation as in Proposition 5.

 If for order 1: 1 € hijpq, 2 < k < n and for order 2: q; € h;,,, 2 <1 < m, then tolls on
the unused paths with lower path cost are necessary (so tolls on paths p € hy,; with

C? < €1* and paths p € hyy., with C¥

cJY), see Proposition 3 and Figure 4.12.

13, 43

Figure 4.12: Two orders with multiple paths: situation as in Proposition 6, SO solution in cyan.

We will now give the Proposition corresponding to the example network given in Figure 4.10.

Proposition 2 (Case 1 with two orders, |P,| = 2 Vw € W). Given is an SO problem with two orders
with demand 1 and capacity 1 on all traveling arcs. Assume the paths are ordered such that

Ch<scP<--<sct<cCimandc <ck < <cfmr < cim,
wherer; € P,V j € {l,..,n}andp; € P,V j € {1,..,m}. Ifthe SO solution contains f., = 1 with crii=ch
and f,, = 1 with C3' = C$*, then there are no tolls needed because the SO solution is a UE.

Proof. For both orders the cheapest path can be traversed, so for every individual order the path choice
is optimal, so a UE is reached. O

In the following proposition both orders cannot travel via their cheapest path, so we need to

assign toll to paths in hyyeq U hoye. We show that it is possible to give a solution with only
tolls on paths in those path sets, and thus no tolls added to paths in h;,; U hjp 5.
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Proposition 3 (Case 1 with two orders, |P,| = 2 Vw € W). Given is an SO problem with two orders
with demand 1 and capacity 1 on all traveling arcs. Assume the paths are ordered such that

Clr<CP<-<Cmr<cy™ and ¢ <cl <. <cimr < cdm,

wherer; € Py Vj € {l,..,n}andp; € P, V j € {1,..,m}. If we have an SO solution with r, € h;y 1,

2<k<nandq, € hy,, 2 <1 < m, itis sufficient to have only tolls on the paths in the path set

U houtw and thus B =0vVpEe U hinw such that the tolled SO-g is a UE.
WEW wWEW

Proof. We want to find a solution of the NP-g with g5 = 0 for all p € U Rinw-

weWwW
We have two orders, so W = {1, 2}, with d; = d, = 1 and paths for each order:

Pr={r,1 .} Po ={q1, 92, -, qm}-
SoP =P, UP, ={nr, ... q1, -, qm}- Assume the paths are ordered such that
Clr<CpP<-<cpt<sceimandCP <CP << Cfmt <cim,
and assume the SO solution value is Z crf, =C1* +C3%, with , # n, and q;, # g4, so s* contains

pEP
fio=1,f =1and f} =0V p € P\ {rgqp}. Then

Cle+c <ci+citvsi = f)es\{s'}withff =1, fi, =1, and ff =0VpeP\{n,q}
Then the SO solution is flow on path r, and on q;, thus we have

hin,l = {ra}' hin,Z = {Qb}' hout,l =P \ {Ta}' hin,z = {Qb}' hout,z =5 \ {qb}

Because both orders do not travel via their cheapest paths, tolls on the chosen paths should be
negative: ;1 < 0, B5* < 0.
The constraint of the NP-g, Z Z » =0, gives us ﬁlr“ = - 2‘“’ and with the fact we want the tolls
WEW pEhin w
on to used paths to be negate, we obtain 5;¢ = g, = 0. Then we can derive the following toll constraints
on the toll variables:

Ta T1 1 Ta 1 1 Ta T1 Ta T1
1 _ﬁl SCl _Cl = —P1 SCl _Cl = 1 ch _Cl >0
Ia _ ﬁ{a—l < C;a—l _ C71’a N _ I'a—l < C71"a—1 _ CIa PN ﬁ{a—l > C71"a _ C;a—l >0
T Ta+1 Ta+1 r Ta+1 Ta+1 r Ta+1 r Ta+1
1a - Bl < C1 - C1a (=4 _.81 < C1 - Cla =1 ,81 2 Cla - Cl
T T r T r T T T T T
E =Pt =0t =G o Bt <Cit—Cq° = I Rl
db q1 q1 db q1 a1 db q1 db a1
db _ p9b-1 db-1 _ 9b = _ np4p-1 db-1 _ 9p =S db-1 db _ r9p-1
Bz” =B <Gy C; 2 =0y o 2 20" =07 >0
dp db+1 db+1 qp = db+1 db+1 dp = db+1 dp db+1
Bz” =B = C7 =G =" <GP =G Bz = (7 — G
ap am dm ap = am am b = dm ab am
2 — B =" = C, =B =" =Gy 2 =207 = C
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Which give us

T =Ce—-Ct >0 Bl =clt—clr>o0
Ia—l — C;a _ C71”a—1 >0 g 2‘111—1 — szlb _ Cgb—l >0
Ta+1 _ an db+1 _

B =0 B =0

In =0 qu =0

Adding these tolls give the following costs for the SO-8 problem:

Cph=C1" +Bi' =C1° Chy=C3 + B =3P
CEal—1 — CIa—1 + ,Blra_l — CIa ng—l — C‘zlb—l +‘ng—1 - Cgb
Cra+1 — cla+1 Ta+t1 _ cTa+1 and cIb+1 — c9b+1 db+1 — cdb+1

g1 =G BT =0 g2 =0T BT =0

Chn = Cim+Bim = Ci" Chr = cdm + pm = cgm

so the SO-p solution is a UE, because now for each order, all path costs are higher or equal to the cost
of the chosen path. O

We now give results for a situation as given in Figure 4.13.

Proposition 4 (Case 1 with two orders, |P,| = 2 Vw € W). Given is an SO problem with two orders
with demand 1 and capacity 1 on all traveling arcs. ry, r, are the paths of order 1, and q,, q, the paths
of order 2. If the paths are ordered such that
Ci* < C}? and CF < CP
and the following holds:
Ci' +C3? < C* +C3,

then it is sufficient to have only tolls on the paths in the path set U hinw and thus B =0vpe
wEW

U howtws SUch that the SO- is a UE.

wEW

L)

qz

Figure 4.13: SO solution as in Proposition 4
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Proof. We want to find a solution with g5 = 0 for all p € U Rout w-
wEW

We have two path sets: P, = {ry, n}, & ={q1,92} SOoP = PLUP, = {1r,1n,491,92}- Solving the SO

problem gives

hin,l ={n} hout,l ={nr}, hin,Z ={q2}, hout,Z ={q1}-

In order to reach a UE after applying tolls, we need a negative toll on path g,: ;> < 0 (because
c}? > cJ*). The constraint Z Z BY = 0 gives us B;* = —fB5% and thus B;* > 0. We will show a

WEW pEhinw

solution exists when we state 8, =0V p € U houtw- We have the following toll constraints:

wEW

—CI <P A BB < - (<0
0<B* A Bi'=Bi*<C*—Cy
=
—CPSBE A B SC (<0
0<pt A Bt <CpP-CF
=
—C32 <B* < CF —C32 <0
0<p'<Ci?—Ct
4
C3? =2 —B>=C32—C3" >0

0<p* <Ci*—Ch*

Using ;' = —B, gives us the four inequalities:
0<CP—cP <p* <cf? P <plF<cP-cF <o
A
0<p* <Ci' - Ct' Ci' = C* <B* <0
Which give us

max {C3? — 31,0} < B* < min{C3?, C1* — €1}

N

max {—C3?, €1 — C1'} < B#? <min{cF* — €3, 0}
—

€ —cP < B* <min{c#?,ci* - c1}

N

max {—-C3?,C1* — C1} < B2 < cF — CF?

Note that Equation 4.14 and Equation 4.15 are equivalent, because

1

So a solution exists when
€ —cP < B <min{c#?, c* - CT}.

This inequality is always valid (given that C1* + €% < C}? + CJ* as assumed):

* If min{C7?,C1* — €1} = C#?, then (4.16): CF? — C3* < €3? = min{CF?,CT* — C1*} is valid.
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« If min{C3?,C7* — C1*} = C1* — C1%, then (4.16): C3% — €3 < 7' — C1* = min{CF?,CY* — C1'}is
valid because of the assumptions: Ci* + C3? < C1? + CF* & CJ* — C3* < C1% — C1.

So we can always obtain a solution for the NP-g such that

Ch = C + 7 < €7 = C,

Clh = c + e < ¢ = B,
so the SO-p solution is a UE. O
We will now give results for situations as given in Figure 4.11

Proposition 5 (Case 1 with two orders, |P,| = 2 Vw € W). Given is an SO problem with two orders
with demand 1 and capacity 1 on all traveling arcs. Assume the paths are ordered such that

Cl<CP<--<ci™<cimandci <cl> <. <cimr <cim,

wherer; € P,V j € {1,..,n} and p; € P, V j € {1,..,m}. If the SO solution s* contains the cheapest
path for one of the orders, and a non-optimal path for the other order, there are two options:

(i) Assuming paths 11, q;, 2 < | < m are in the SO solution and C3* — CJ* < C? — C1*, or
assuming paths q,, 1,, 2 < k < n are in the SO solution and C}* — C1* < €2 — ¢, then all tolls for
paths p € U Routw are zero, tolls can be added to paths p € U Rinw, SO Z Z |85 =0,

wew wEW WEW pEhoyutw
(i) Assuming paths 1y, q;, 2 < | < m are in the SO solution and C' — ¢3* = 7> — CT*, or
assuming paths q,, 1,, 2 < k < n are in the SO solution and C}* — C1* = CJ? — ¢, then all tolls for
paths p € U hinw are zero, tolls can be added to paths p € U Rout.ws SO Z Z 15| = o.

wEW wWEW WEW pE€hinw

m

Figure 4.14: An example of a situation as in Proposition 5 with q; = q5.

Proof. (i) Inthis case (assume ry, q; in SO solution, solving the case where r;,, g, are in the SO solution
can be solved in the same way), we want the toll of the non-optimal chosen path (here thatis q;) to
be negative, such that the adjusted path cost CZ‘Z is equal to the initial cheapest path cost k, = CJ*,

thus €, = C3*. The adjusted path costis C, = C;' + B;". So we want

qa _ 41 q _ a1 q
2 = Cpy =0 =Cy = (3,

which is negative because C3* < C3'.
Because we only have two paths in the SO solution, we need —B,;' = fB;* in order to obtain
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Z Z BY =0. For p;* we have the restriction ;* < Ci? — Ci* in order to avoid that the
WEW pEhinw

cheapest path r; becomes more expensive than its last but one cheapest path . Then we obtain
the restriction

—(cF —c3) =B =g <Ci* -7
So in order to have a valid solution, the following inequality must hold:

cIt—c <cp-cl,

which is what we assumed. So it is sufficient to only add tolls to the paths p € U Rinw-
wEW

(i) In this case (assume 1y, q; in SO solution, solving the case where 7, g; are in the SO solution can

be solved in the same way), suppose we only add tolls to the paths p € U Rinw- Then =Bt > g,
wEW
which does not match the constraint Z Z B4 = 0. So we have two options left: or adding only
WEW pEhinw
tolls on paths p € hyy:,,, Or adding tolls on both paths in h,,.,, as well in h;,,,. The tolls obtained
by solving the NP-g suffice the fact that tolls on the unused paths p € U houtw are minimized and
weEW
Z Z BY = 0. This implies that the toll solution will add tolls also on paths p € hinw, because

WEW pEhinw

then the objective value Z Z |85 | is minimal.

WEW pE€hoytw

We show an example of Proposition S.(ii):

Example 14. We use the network given in Figure 4.15. The path costs in this network are C1* = 1,
Ci? =4,C1* =5,¢* =5,CJ? =6, = 7. The SO solution s* as denoted in Figure 4.15 has total
cost 1 + 7 = 8. There are two toll solutions:
1. Tolls on paths in hyy,, as well on paths in hoyew: Bi* =1, B° = =1, B* = 1= Ch =2, Cf5 =6,
Chh=6
B2 ’

2. Tolls only on paths in Agyew: Bg, =2, B, =1 = Cfy =7, Cgy =7.

3
n
n
S1 > €1

q2

@

Figure 4.15: An example of a situation as in Proposition 5 with C]* =1, C]2 =4, C}* =5, CJ* =5, CJ* =6, CJ* = 7.
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In both solutions the total absolute value of all tolls is 3, but Z Z |85| = 1 for solution 1 and

WEW pEhoyutw

Z z |B%| = 3 for solution 2. So if we want to minimize the NP-§ objective, the best toll solution
wWEW thout_w
will be adding tolls on both the chosen paths as on the unchosen paths, so solution 1. A

Case 1 with multiple orders
In the next proposition we will show what conditions need to hold in order to obtain path tolls

with ) =0V pe€ U Rout.w-

Proposition 6 (Case 1 with for n > 2 orders). Given is an SO solution in Case 1 with orders w € W,
define path sets hin,, and hyye,, Y w € W. Define B, = {py,...,pn} with Ch* < .. < Cir v w € W.

Define paths p; € hin, Pj € hourw- If Chi > ¢y for one or more orders w € W, it is sufficient to have
only tolls on the paths in the path set U hinw and thus g, =0V p € U houtw such that the SO-f is

weEW wew

aUEs

PNPINC R IEDNDINC LD

WEW Pi€hinw WEW Di€hinw
Pi#P1 pPi=pP1
WEW pi€hinw WEW Di€hinw WEW pi€hinw
Pi#D1 Di=P1

with p; € hin,w YweW.

Proof. We want to find a solution with 8, = 0 for all p € U Routw-

wEW
Define W ={1,2,...,n—1,n}and d,, = 1 Vw € W and path sets for each order: #,, Vw € W. Assume
the paths are ordered such that

<chr<..<chmr <chm, vw e w withm = |B,),

so P, = {p1,...Pm} Vw € W, and assume there exists an SO solution: for each order w denote the
chosen path by p;. Then

hinw = i} hourw =Py \{pi} VW EW.
We can say that if other solutions exist (so if |S§| > 2), the SO cost satisfies the following inequality:
Clipclip +cl vy 4+ +C, +CY

with p; € h;, Y w € W and p; the chosen paths in solution s/.

If the UE solution does not equal the SO solution (so there are tolls needed to obtain a UE when
traveling via the paths chosen in the SO solution), then there are paths chosen in the SO for which the
path cost is not equal to the cheapest path cost (otherwise the SO solution is already equal to the UE
solution). So for at least one order w it holds that 5 > CY for some Dj € houtw Di € hinw-

We add some extra notation: for each path in the SO solution for each order we define the path sets

gw = Py, - Di1} = {piv1) - Pm}-

All paths in gh' have lower cost than paths p; and all paths in I} have higher cost. So in Case 1 in which
we are now working (recall solutions of Case 1 have one chosen path per order), we can split hyy;,, into
those two path sets for each order w € W:

Routw = gt ULLF V w € W.
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If p; # p1, we know p; € ghi # @, and we require 5! < 0. Since we only require tolls on paths in

hinw, We can state
WEW

AN

WEW Di€hinw WEW Di€hinw
Pi#P1 Di=p1

Then we obtain the following bounds for the tolls:
—chi<pbi<cli - 5,"<0ijEg€Vi¢(2), wEeEW
—Chi < pbi < B — CBI v p, € 1B, ghi # 0, w € W (redundant because Cy — Chi < 0 < CB — CB)
ospir<cir—chrvp, el ghi=0, wew

=
—Ch<ph <  min_{Cl - Chy o Ch = CRY <0, ghi 20, wew
<js<i-
0<Bh < min {CB? —Cht,...chm —ClM}, gl =0, wew
2<hsm
(=1

—chi<phi<chr—cli<o0, ghi+0, wew

0<pir<chr—ch, ghi=0, wew

Then when we add all constraints with gh} # @ (so p; # p;) and add all constraints with gh} = @ (so

p; = p1), we obtain
z Z —Cy' < Z z W< Z Z (ch — b))

WEW Di€hinw WEW Di€hinw WEW Di€hinw
Pi#P1 Pi#P1 Pi#P1
=3 Y ey Y @-a
WEW pi€hinw WEW pi€hinw
Pi=pP1 Di=P1
(=4
ST axy Y we3 % @
WEW Di€hinw WEW Di€hinw WEW Di€hinw
Pi#D1 Pi#P1 Di*P1
=3 T weY Y @)
WEW Pi€hinw WEW Pi€hinw
Pi=P1 Pi=P1
=
max) ) ), (H-ck).ops ) ) =) )
WEW Pi€hinw WEW Pi€hinw WEW Pi€hinw
Di#D1 Pi=Dp1 Pi#P1
: Di 14
conly T @Y Y @
WEW Di€hinw WEW Di€hinw
Di#P1 Pi=Dp1
(=4
Y @@=y T R-3 T wemlY T @Y T @
WEW Pi€hinw WEW Pi€hinw WEW pi€hinw WEW Pi€hinw WEW Pi€hinw
Pi#P1 Pi=Dp1 Pi#P1 Pi#P1 pPi=p1
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This inequality is only valid if

Z z (¢l — cB') < min Z Z fvi,z Z (B - cB)

WEW Di€hinw WEW Pi€hinw WEW Di€hinw
Di#D1 Di#D1 Pi=p1

holds. We can easily verify that

Z Z (cé’;’—c@l)sz Z o

WEW Dpi€hinw WEW pi€hinw
Pi#P1 Pi#P1

is always valid. Then we need to make verify the other inequality:

Z Z (chi - ﬁl)sz Z (¢t —cb).

WEW Di€hinw WEW Di€hinw
Pi#D1 Pi=pP1
So if this inequality holds, then there are no tolls necessary on paths p € hyyey VW € W. O

We showed how tolls in Case 1 behave, by expanding the problem in order size. We started
with problems with one order, and expanding the order size to n orders. When adding tolls,
we aim for a solution in which as little tolls as possible are added to paths which are not in

the SO solution, so paths in U houtw- So the main result of this section is Proposition 6,

wew
which states what conditions on the path costs are needed in order to obtain a toll solution

with no tolls added to paths p € U Routw-
WEW

4.4. Case 2

Case 2 is the situation in which d, 2 1 Vw € W, and m, = 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

We show an example of solving a Case 2 problem in Subsection 4.4.1 and in Subsection 4.4.2
we will derive properties for path tolls.

4.4.1. Case 2: Example
Example 15. We use the STN in Figure 4.16 with two orders of size 2: d, = d, = 2.
The possible paths for the orders are:

P, ={abce f}, P, ={b,ad,ag,eg,fg}
The SO solution is given in Figure 4.16, with s,, and e,, denoting the end point of order w, respectively.
We have path costs
Ct=2,C0=4,Cc=4,cl=51cc=3 =4 c3=6 9 =6 and C}9 =6,
and the path sets following from the SO solution:
hing ={a, €}, hina ={b,f9}, hournr ={f}, and hoye, = {ad,ag,eg}.
The order costs are
C,=Cl+C¢=2+4=6  C,=Cl+Cl9=3+6=0.

We can easily see thatk; = C¢+C¢ =2+4 =6and k, = C5 + C$% = 3+4 = 7, so in this case order 2
does not reach its optimum. We thus do not have a UE and we need to assign tolls to the STN in order
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Figure 4.16: STN with two orders,d,, = 2V w € W, with m,, = 1 for all arcs between different locations, m,, = o on waiting
arcs. The denoted solution is SO.

to reach a UE.

We can see that for both orders, three or more paths are possible, from which two paths have to be
traversed. For order 1 there are paths of costs 2, 4 and 5 and for order 2 there are paths of costs 3, 4
and 6 (there are multiple paths with cost 6). To calculate the tolls, we again use the NP-g in Algorithm 2:

min [B]| + 82| + |85 + |B59] + |65
Subjectto B2 + BE+ L+ pI9 =0 (4.17)

pr—pl <3, pE-prr<z,
pe—pl <1 pr-pre<o,

By —psi<1, pE-pr9<3, pBL-pY<3, (4.18)
g <2 G 2o 0 <o

a> _9 bC>_4’ e _4 f>_

i g4 pio s fr=—h B=—o (4.19)

Y >-3 pY>_4 B¥>_6 pY>-6 pIY>—6.

A valid solution is i = 2, [2{9 = —2 and 0 for all other path tolls. So the objective value of this NP-f is

0, which means no toll on paths p € U houtw are assigned. These tolls give us the new path costs
wWEW

Cly=2+2=4, C§ =4 CB,=3 Cli=6-2=4,
f o_ _
Cpy =5 Chi=4 C33=4 Cz=6 Cg =6
So we see that an optimal solution for the SO-g is the solution of the initial SO problem, because all

path costs are equal to or higher than the costs of that initial SO solution. A

4.4.2. Case 2: Finding properties of path tolls

Case 2 with two orders
For the following propositions, we will define the following: Define W = {1,2}, d; = d, = 2, and
paths for each order:

:PI = {rl'rZ! ...,T'n}, :PZ = {qll qz, - qm}
SoP=P,UP, ={nr, ..., ", q1, -, @m}- Assume the paths are ordered such that

ClP<CpP?<-<Cc*<Ci"and CF <CF <. <ci™ <cim,

and assume the SO solution value is 1% + C;” + €3¢ + €3¢, so the path flow vector f! of s?
contains elements f;} =1, fi =1, fl =1, fl, =1 and fi =0V p€P\{rym qcqq)- Then

Cle+ClP+cfe+cfd <ci+ el + e+ e vsl = (o, f) €S\ (s1)

with i =1, £ =1, fl, =1, fl =1and ff =0V p € P\ (.1, G, 41} -
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Which solutions on the tolls do we obtain?

* If for order 1: rj,m, € hy; and for order 2: q;,q, € h;, 2, then no tolls are added:
B =0V p e P, see Proposition 7 and Figure 4.17.

n
e
—————>
3

qz
O
— 3
q3

Figure 4.17: Two orders with multiple paths: situation as in Proposition 7, SO solution in cyan.

 If for order 1: hjpq = {r, %}, 2 < k <n and for order 2: hj; = {qx, q;}, 2 < k <1 <m with
the condition

Clr+CciF+cF+cit<ci*+ct+cP +ciF o cir+cf <cit+ch
or

if for order 1: hyy; = {n,n} 2 <k <!l <n and for order 2: hi;, = {q1,qx}, 2 < k < m with
the condition

crr+cit+clr+cl<cir+cik+clF+cft o cit+cP <ci+ i
then it is sufficient to add tolls on the used paths only, see Proposition 8 and Figure 4.18a

and 4.18b (here CJ' — ¢J* < C}? — C]* with | = 2 always holds in Figure 4.18a and
Ci* — CT* < €F? — ¢J* with k = 2 always holds in Figure 4.18b).

) L)
(o — —
7 §!
41 a1
(— (o
qs qs
(a) SO solution in cyan with (b) SO solution in cyan with
Clr+Crr+Ccl+cE <sc?+c?+ci +cl. Clr+crr+cl+clBzcz+c? +cl* +cd.

Figure 4.18: Two orders with multiple paths: situations as in Proposition 8.

Note that for Figure 4.19 there is only one solution possible, due to the capacity con-
straints.

 If for order 1: h;p,; = {n,n}, 2 < k <l <nandfororder 2: hjp, ={qp, q;}, 2<k<l<m

then tolls on the unused paths with lower path cost are necessary, see Proposition 8 and
Figure 4.20.
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Figure 4.19: SO solution in cyan with
C% + €3 + ¢ + ¢J> (the only possible solution).

Figure 4.20: Two orders with multiple paths: situation as in Proposition 8, SO solution in cyan.

The following proposition corresponds to Figure 4.17.

Proposition 7 (Case 2 with two orders). Given is an SO problem with two orders with demand d,, > 1
for both orders and capacity 1 on all traveling arcs. Assume the paths are ordered such that

Ch<scP<--<sct<cCimandc <ck < <cfmr <cim,

wherer; € P, Vj€{l,..,n}andp; € P, ¥V j € {1,..,m}. Ifthe SO solution contains f,, =1V 1<i<d,
and f,, = 1V 1 < i < d,, then there are no tolls needed because the SO solution isa UE.

Proof. For both orders the cheapest paths can be traversed, so for every individual order the path choice
is optimal, so a UE is reached. O

Case 2 with multiple orders
The following proposition gives us the condition which has to hold when we only want tolls on
the chosen paths, given an SO solution.

Proposition 8 (Case 2 with multiple orders). Given is an SO solution with orders w € W, define path
Sets Rinyw and hoyey ¥ W € W. Define P,, = {py, ..., pp} with Ci* < ... < Ci* v w € W. Define for each

path pj € hin, Y w € W: g == {p; | i <J, Pi € houew} b = {Pi | i > j, Pi € hourw}- Then to obtain a

toll solution where there are only tolls on chosen paths, so Z Z | ﬂ£| = 0, the following inequality
WEW pE€hoyutw
needs to hold:

q< : r
D D chsy | ) minc

WEW q€hinw WEW \ q€hinw
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Proof. Assume Z Z |8%| = 0. The toll constraints are

WEW pEhoyutw

Bt =—CLVYqEhy, YweW
Bh = Bh < Ch —Ch VY q € hipw, T € hoyey YWEW

If there is no toll on h,yey,, then B, = 0V r € hyyey Y w € W and thus

Bl =—Clvq€hp, Ywew
Bh<CL—CLY qQEhipy, 7 Ehouryy YWEW
(=1
—C < B <Ch, —Ch VY q€Ehipw TE€hoyrw YWEW.

We defined for each path p; € hyy,, V w € W the path sets gv = 1{p; | i <J, Di € hoyew} and
M= {pi | i>j, Pi € houew}- Then for each path q € h;,,, we obtain the following constraints:

Bl =—ClhVq€Ehp, Vwew
Bt < min {Cl, —Cl} Vq€hip, YweWw. (4.20)

T€Routw

Note that hoyeyy = U g U L}, and with this we can rewrite Constraint 4.20:

q€Rinw

B Smil&l{CCv—Cf,’V}<0VqEhin‘WVWEW
TEGw

4.21
Bﬁ,Sm%gl{C,f,—Cﬂ,}Vthin‘WngzQ),WEW. ( )
retl,

If tolls are necessary, we need both positive and negative tolls, because Z Z B = 0. In order to
WEW q€hin w
obtain this zero sum and the fact that we want tolls on chosen paths only, the following needs to hold:

NDNEDNIEE

WEW q€hinw WEW qE€hin w
=0 9=0
(=4
q| _ q
> Y=Y Y s
WEW q€hinw WEW q€hinw
) 9%=0

We know for paths with gi, # @ that g/ < 0, because if we do not require this, there will be unused
paths with cheaper path cost than some used paths. So we can rewrite the equality to

q _ q

DIDN LD RPN
WEW qE€hinw WEW q€hinw
9L +0 9%=0
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This only holds if the inequalities (4.21) are satisfied when we sum over these inequalities:

Z Z Q;E(Cﬁ’v—%)ﬁ—z Z »‘$=Z Z ﬁv‘ész Z gg(c;—cé’v)

WEW qE€hinw WEW q€hinw WEW qE€hinw WEW q€hinw
g #D g0 =0 a%=0

=

> > min(ch-ci)< > > min(ch - ch).
regf}, relﬁ,

WEW q€hinw WEW q€hinw

9w #0 gu=0
(=4
Z Z c < Z Z min Cy, + min Cy,
regq rell
w w
WEW qEhip WEW \ q€Rinw q€hinw
g #0 9w=0
=
q < 3 T
Cw < min Cj,
T€houtw
WEW q€hinw WEW \ q€hinw

So in order to obtain a tolled UE solution with no tolls on unchosen paths, the last inequality needs to
hold. O

As we did for Case 1, we explored the toll solutions for Case 2 based on the initial path
costs, and in Proposition 8 we see what conditions are necessary to add tolls on paths used
in the SO solution only, which is equivalent to optimally minimize the NP-3.

4.5 Case 3

Case 3 is the situation in which d,, =1 Vw € W, and m, = 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

We show an example of solving a Case 3 problem in Subsection 4.5.1 and in Subsection 4.5.2
we will derive properties for path tolls.

For both Case 3 and Case 4, we have a new definition of path sets and h;,,, and hyy¢ . We

first define the path capacity as m, = z SapMq.-

a€A
We now define the path sets P4y, hinw and hoyew ¥ w € W:

:Pcap,w:{nzl)p |pE?W},
p
hin,WZ{fp |fi>01 pE:Pw}:

p
hout,w= m, — |mp>fp'pE:Pw .
D fp ol

4.5.1. Case 3: Example

Example 16. In this example we have 5 orders all with demand 1: Order 1,2, 3 and for start at location
1, order 5 starts at location 2. Order 1 and 2 end at location 2 and the others at location 3. The SO
solution is given in Figure 4.21, with s,, and e,, denoting the start end point of order w, respectively. All
traveling arcs have capacity 1, except for arcs b and f, which have capacity m;, = m; = 2.
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So we get the following path sets per order with corresponding capacities:

a b, ¢, d
:Pcap,l = :Pcap,z :{1 2 1 1}

_ _|ae, af, ag, ah, bf, bg, bh, cg, ch
Feapz =Feaps =11, 1, 1, 1, 2 1, 1, 1, 1

_le, f, g h
?CGP'S_{L 2, 1, 1}

[=3 O O @ es, ey O O
e f ’ g h,

l=2 (€2) O O
b"' c d

=1 > O U O

t=0 1 2 3 4 5

Figure 4.21: STN with two orders,d,, = 1V w € W, with m;, = my = 2, m,, = 1for a; € A\ {b, f}, mg, = o on waiting arcs.
The denoted solution is SO.

We have path costs

a2=1 Cf,2=2' C12—3 12—5 Y Y
gi=2 Cg,lz:: ’ ng= 34—5 C3£= ’ C3?qt= §ﬁ=5 C34—4 C34—
ce=2 cl=3 «%=4 (=5,

where Cf, w, denotes that for both orders the same path can be traversed, because those orders have
the same origin and destination location. In this example we use path flow vectors £} instead of for

because there are orders with the same origin and destination, so with the adjusted notation we can
show which part of the path flow is used for which order. The path sets follow from the SO solution:

a b, ¢, d
hin,l = {1 ) hout,l = {2 1 1}'

c a, b, d
hin,z = 1(’ houtz = {1 2 1}»

bf ae, af, ag, ah, bf ,bg, bh, cg, ch}
1 )

{1, 1, 1, 1, 1, 1, 1, 1, 1
bf h _{ae, af, ag, ah, bf ,bg, bh, cg, ch}

hin,4 -

{

114’ 1, 1, 1, 1, 1, 1, 1, 1, 1
hin,s = {

We see that only orders 1 and 5 travel via their cheapest paths, so we need tolls to create a UE. Solving
the NP-g gives us

_ o
>
Q
<
S
192

Br=1pB=-2 B =1L B =1 p =1
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where for orders 3 and 4 tolls are added to paths not in the SO solution. Then the adjusted path costs
become

Cly=1+1=2 (%=1 C§ =3, C(§5=3-2=1 C(¥5,=2+1=3 C(j=2+1=3.

4.5.2. Case 3: Finding properties of path tolls

Case 3 with two orders
Proposition 9 (Case 3 with two orders). Given is an SO problem with two orders with demand d,, = 1
for both orders and m, = 1 on all traveling arcs. Assume the paths are ordered such that

Cr<CpP<--<cpt<Cirandc <cd <. <cfmr < cim,

wherer; E P,V j€{l,..,n}andp; € P,V j € {1,...,m}. Ifthe SO solution contains& =1 withC{' = C*

and f,. = 1 with c3t = ¢, then there are no tolls needed because the SO solution is a UE.

Proof. For both orders a cheapest path can be traversed, so for every individual order the path choice
is optimal, so a UE is reached. O

Case 3 with multiple orders
The following proposition gives us the condition which has to hold when we only want tolls on
the chosen paths, given an SO solution.

Proposition 10 (Case 3 with multiple orders). Given is an SO solution with orders w € W, define path

sets hip w ={E|f_p>0, pePW} and hoyew ={mpp_fp | m, >f_p, D efPW}VweW.

Define P, = {py,...,pn} With Ci* < .. < Ci* v w € W. Define for each path pj € hinw VW € W:
gw = 1{pi 11 <J, Di € houew), Ui 2= {pi | i > J, Di € houew}. Then to obtain a toll solution where there

are only tolls on chosen paths, so Z Z | ﬁvﬂ = 0, the following inequality needs to hold:

WEeW pehoytw
q : r
D s ) | D min cif,
— T€houtw —
WEW q€hinw WEW \q€hinw

Proof. Assume Z Z |ﬁ£| = 0. As in the proof of Proposition 8, we can rewrite the toll constraints

WEW pE€hoytw

Bt =—ChvVqEhy,, YwewW
ﬁvcll/_ﬁvrvsc\:/_cgvvqe}lin,w: rEhout,wVWEW

to

pi < min{Cl, —Ch} <0V q € hipy VWEW
T€gw

4.22
ﬁv?,Sm%gl{Caz—C\%}Vthin,WVgW=(Z),WEW. ( )
Trely

If tolls are necessary, we need both positive and negative tolls, because Z Z ﬁ\ﬁlzfq = 0. We know
WeW q€hinw

for paths with g, # @ that B} < 0, because if we do not require this, there will be unused paths with
cheaper path cost than some used paths. In order to obtain this zero sum and the fact that we want tolls
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on chosen paths only, the following needs to hold:

Bif= D > By

WEW q€Rmw  WEW q€Rpy
gD gh=0
=
DN AN A
WEW q€Rp T WeW q€hpyy -
Jen e ) ah=0

This equality only holds if the inequalities (4.22) are satisfied when we sum over these inequalities:

Z mln(CW Cﬁ,)fq_—z Z ﬁwfq Z Z ﬁwfq—z Z mm(C _CW)fq

wew thinw WEW q€hinw WEW q€hin,w wew thmw
gWw*0 g #0 gw=0 gw=0
(=1
. q : q
> 3 my-wnzy Y mpla-con
€ —_— € —_—
WEW q€hinw TEgw WEW qE€hinw rew
gD g% =0
=
Z Z Cvfy < Z 2 mmC‘ﬁ,fq + Z mmCWfq
WEW q€hinw wWEW thinw q€hinw
g #0 gw=0
=
> ¥ an=y (Y ana
wlqg = wlq
G Tehoutw
WEW q€hinw WEW \ q€hinw

O

We can also show that Proposition 9 follows from Proposition 10. Suppose we have a
problem with two orders, then due to the fact we are working with Case 3, we have |hj,,,| =1
for w € {1, 2}. Then according to Proposition 10 the inequality

CY+¢} < min CT+ min C}
r€hout,1 r€hout,2

has to hold.

Summarizing this section, we explored the toll solutions for Case 3 based on the initial
path costs, and in Proposition 10 we see what conditions are necessary to add tolls on paths
used in the SO solution only, which is equivalent to optimally minimize the NP-8.

4.6. Case 4

Case 4 is the situation in which d,, = 1V w € W, and m, = 1V arcs between different locations.
or all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

We show an example of solving a Case 4 problem in Subsection 4.6.1 and in Subsection 4.6.2
we will derive properties for path tolls.
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Recall the adjusted notation of path sets for Case 3 and 4:

?cap,wz{ﬂzzp |p€?w}:
p
h’iTl,W:{fp |fi>05 pe“PW}l

p
houtw = m, — | mp > fp, D ERW (-
14 fp —

4.6.1. Case 4: Example

Example 17. In this example we have three orders, all with different demand: d, = 3 from location 1 to
2, d, = 3 from location 1 to 3 and d; = 1 from location 2 to 3. An SO solution is given in Figure 4.22,
with s, and e,, denoting the start end point of order w, respectively. All traveling arcs have capacity
1, except for arcs a, ¢ and f, which have capacity m, = m. = m; = 2, which we graphically show by
multiple arcs between a pair of nodes.

=3 O O——(@) e —@)——0

I=2 (e1)
=1 O
t=0 1 2 3 4 5

Figure 4.22: STN with two orders,d,, 2 1V w € W, with mg = m¢, = mg = 2, mg, = 1 fora; € A\ {a,c, f}, my;, = o on waiting
arcs. The denoted solution is SO.
We have path costs
t=1, Ct=2 Cc{f=3, c{=5
c§e=2¢3=3,¢59=4,c" =50 =3 09=4C"=5059=4c" =5
ce=2 =3 cl=4 ch=5,

The path sets following from the SO solution are:

a ¢ d a, b, c
hin,1= 1 1 1}' hout,1={1 1 1}'
ae, bf, cg af, ag, ah, bg, bg, ch
hn2=11 1, 1 howz =12, 1, 1, 1, 1, 1)
el ) ) h
i ol 121

We see that none of the orders can travel via their cheapest paths, so we need tolls to create a UE.
Solving the NP-g gives us

Bf =2, B =1 B;° =-1, pf =1, pf = -1,
pE =2.
Please not that path b € h,,, so the toll on that path is not actually payed. A
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4.6.2. Case 4: Finding properties of path tolls
Proposition 11 (Case 4 with multiple orders). Given is an SO solution with orders w € W, define path

{P p
inw = ’ w = \m, — ’ .
sets hi, v fp|é>0 pePW}andhoutw—{ ) fplmp>/i pEPW}VWEW

Define P,, = {py,...,pn} With Ci} < .. < Ch* v w € W. Define for each path pj € hipw YW E W:
gw = (P 11 <J, Di € houew}, bt = {pi | i > j, Pi € houe). Then to obtain a toll solution where there
are only tolls on chosen paths, so Z Z | ﬁ£| = 0, the following inequality needs to hold:

WEW pEhoytw

D D =) | D min i

WEW q€hinw WEW \ q€hinw

Proof. Note Proposition 11 is equal to Proposition 10, except for the fact that d,, = 1V w € W instead
ofd,, =1V w €W, so we refer to the proof of Proposition 10. O

Summarizing this section, we explored the toll solutions for Case 4 based on the initial
path costs, and in Proposition 11 we see what conditions are necessary to add tolls on paths
used in the SO solution only, which is equivalent to optimally minimize the NP-f.

We give a short conclusion of this Chapter. Recall, a UE is reached when each customers

can travel via their cheapest paths. When applying path based tolls, we assumed customers
do not know the path costs of the initial network (and thus also do not know their cheapest
paths). The tolls are used to adjust the path costs, such that we can offer the customers a
choice of (tolled) paths. Then each customer chooses its cheapest tolled paths (UE), and with
those choices the SO objective value is maintained.
We aimed for a toll solution in which as little as possible toll is added to unused paths in
the SO solution, such that the number of paths with adjusted costs is low. However, adding
tolls to paths can be unfair towards customers, because we just adjust the path cost to give
customers the idea they are traveling via their cheapest paths. In the next chapter we will
investigate tolls on orders, in which we remove the assumption that customers do not know
the initial path costs, and therefore we are forced to find a more fair method of adding tolls.
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Tolls on orders

In this chapter, our goal is to find a Order tolled User Equilibrium. We will use the same
structure to obtain orders tolls, as we used to obtain path tolls.

Recall, we first solve the SO problem in an STN. Then in order to obtain a User Equilibrium,
we adjust the costs by adding tolls. Contrary to the toll principle in the previous chapter, we
do not assume that the customer is not familiar with the initial cost network. In this case,
we assign tolls to the total costs of orders, and thus the value of the tolls do not influence the
path choices of customers. The tolls assigned to orders will make a fair redistribution of the
costs of all orders using the network.

We start by solving the SO, and then make a payment regulation such that no customer is
harmed by that SO solution and thus a UE is reached. The sum of all tolls payed and received
by all customers has to be zero. The way of finding tolls that give us a UE solution in a initial
SO problem is described in Algorithm 3, which has the same structure as Algorithm 2 for path
tolls in Chapter 4.

C
Recall we use the ratio r, = k—w to calculate how much worse the solution is for order

w, compared to the cheapest costg he could have payed when he was the only order on the
c Cy +

network. We introduce the tolled ratio 73, = % = Wk—ﬁw, which denotes the ratio of a tolled

solution. " v

Algorithm 3 Calculating order tolls
1: Create SO problem:

min Z chfy
pEP
st x, = Zdapfp VaeA
pEP

prdevWeW

PERY

aSMmMyVaeEA
hENgVPEDP
xa €ENgVaeA

2: Solve SO problem, output: C,, = Z C,ﬁ’,fp vVweWw.
PERY o
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3: Create the nonlinear programming problem NP-S (where we minimize over the absolute value of the
difference of ratios for all pairs of orders):

. Cy, +5 Cw., + 0
min Z |TBW1 _ Tﬁwz | — W1k w1 _ Wzk Wy (51)
Wq,Wo EW W1 w2
sit. Z B, =0 (5.2)
wEW
Buw=—-CyVWEW (5.3)

where the objective function minimizes the ratio differences for all pairs of orders. Note that we sum
twice over the set of orders: when w, = w,, that term of the objective becomes zero. Constraint 5.2
ensures the total toll sum to be zero, and Constraint 5.3 ensures that no path can have a negative
Cp,, cOSt.

Bw

To solve the objective function of the NP-£ in Algorithm 3 Step 3 more easily, we use an
equivalent linear formulation to solve:

min Z Ywiw,
s.t. Z'BW:O

Bw=—CpVWEW
Cw1 +Bw1 _ sz +.8w2

2 2 < Ywyw, Y Wi,wp EW (5.4)
wq Wy
Cy, + Cyp, +
_ W1k ﬂwl + Wzk BWZ S le‘Wz "4 leWZ = W (55)
wq wy
Ywiw, =0V wy,w, EW (5.6)
Cy. + Cy, +
where y,, v, replaces the absolute value term Wlk Pu, _ ka Py in the objective function
w w

1 2

with the help of Constraints (5.4) - (5.6).

4: Solve NP-g, output: g,,.
5: Add tolls B,, to the SO problem, SO-p:

min Z Z Cﬁ,fp+,8w

wWEW \ pePRy,

s.t. xa=26apfp\7’a€a‘l
pEP

pr=deWeW
PEPY
Xg<mygVa€eA
fpENgVPERP

X ENgVa€eA

6: Solve SO-f problem, output path flow vector f.

The desired outcome of Algorithm 3, is that the solution to the SO-f problem is equal to the
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initial SO problem. We will illustrate how the algorithm works in Section 5.1, with problems
of Case 1. In Section 5.2 we will describe an Algorithm that splits the set of orders such
that we can create a better objective function for the NP-8, to obtain a better division of toll
costs. Then in Sections 5.3, 5.4 and 5.5 we will investigate the other toll on order problems,
regarding Case 2,3 and 4, respectively.

5.1. Case 1

Case 1 is the situation in which d,, =1V w € W, and m, = 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

In Example 18 we will show how we can verify the correctness of the tolls found. In Exam-
ple 19 and Example 20 we take a closer look at the ratios en how those affect the outcome of
the NP-S. In Example 21 and 22 we wll discuss the fairness of certain solutions.

Example 18. We use the STN as in Figure 4.4, again showed in Figure 5.1. The SO solution is given
in Figure 5.1, with s, denoting the start point and e,, denoting the end point for order w.

=3 O—0

T
‘ Qz»o—@éo—»o

t=20 1 2 3 4 5

Figure 5.1: STN with two orders, d,, = 1 V w € W, with m, = 1 for all arcs between two different locations, m, = co otherwise.
The denoted solution is SO.

We have path costs C¢ = 2, C? = 4, C§¢ = 4, 3% = 5 and €3¢ = 5. Given that for order 1 path a is
used, and for order 2 path bd is used, the order costs are: C; = C¢ = 2, C, = C2% = 5. We see that due
to capacity constraints, order 2 is not able to choose his best route in the SO and has to take path bd
with cost 5.

The tolls found by the Algorithm 3 Step 3 are

with the objective value of the NP-g8 being equal to 0, which is the minimal value for an absolute value
function. We show how we can derive the values of the tolls by hand, by evaluating the objective function
of the NP-B and use the fact that g; + 8, = 0:

. 2+p 5+p; 5+ 8, 2+.81 Br 5 =B . 1 3
min - + - min2-(1+——-—-——=|=min2-|—— + —=f].
B1.B2, B1=—B2 2 4 4 2 1 2 4 4 B 4 4'81
The minimum value of an absolute value is zero, so we can check if this can be the case:
1 3 1 3 1 1
O=l-gt+zh| e =3k 3=bh = Fk=—3
2 ) 1
Then the tolled costs become Cp, = 2§, Cpz = 4§, so both ratios are 73, = 16' A
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Example 19. We use the STN in Figure 5.2.

1=3 O—0O—0O—e2—0O——0
c d

=2 /—\ /O

Q 04/ o

t=0 1 2 3 4 5

Figure 5.2: STN with two orders, d,, = 1 V w € W, with m,, = 1 for all arcs between two different locations, m,, = c otherwise.
The denoted solution is SO.

We will now observe which toll we need to add to obtain a UE that equals the initial SO. The SO solution
is given in Figure 5.2, with s, and e, denoting the start and end point of order w, respectively.

We have path costs C§ = 2, ¢? =3, ¢$¢ =3, ¢3¢ =5and C5% =5.

The solution given by Algorithm 3 Step 4 is

and thus the order costs are Cg; = 25 Cpz = 35
We can see in Table 5.1 that indeed the ratio of current cost compared to the cheapest path cost is

Table 5.1: Example of Figure 5.2: Ratios 7g,, = (Cy, + Bw)/kw per toll

] [ Order1 Cpy [ 1531 | Order2 Cp, | 15, \

Ky 2 3

C. (SO) 3 1.5 |3 1

Bw -0.1 29 | 145 | 0.1 3.1 | 1.0333
-0.2 28 | 14 |02 3.2 | 1.0667
-0.3 2.7 | 1.35| 0.3 33 | 11
—0.4 26 | 1.3 |04 3.4 | 11333
—0.5 2.5 | 1.25 | 0.5 3.5 | 1.1667

NP-g toll: || —0.6 24 | 1.2 0.6 36 | 1.2
-0.7 23 | 115 | 0.7 3.7 | 1.2333
—0.8 22 | 1.1 |08 3.8 | 1.2667
-0.9 2.1 | 1.05 | 0.9 39 | 1.3
-1 2 1 1 4 1.3333

1
equal for both orders, namelyr, =n, = 15. A

Example 20. In this example there are three orders w = {1,2,3}, withd,, = 1 Vvw € W. The STN
and the SO solution are given in Figure 5.3 with s,, and e,, denoting the start and end point of order w,
respectively.

The order costs of the SO are C; = C¢ =2, C, = 3% =5, C3 = C§ = 3.
We solve the NP-8 manually to see how the solution is found:

. 2+pB; 5+ 2+pB 3+ 5+8, 2+p 5+B, 3+pBs
En 2 3 ‘ 2 3 3 2 | 3 3 |
P1+B2+B3=0
3463 240 3465 54+p0,
‘ 3 2 ‘ 3 3
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_ . ) 2+p; 5+p 2+p1 3+ B3 S5+B 3+5
- o 2 3 2 3 3 3
B1+B2+P3=0
—4+3p, -2 38, — 2 248, —
= min 2 B — 2P, + B — 2P + B2 — B3
B 6 6 3

B1+B2+B3=0

This objective has value zero if all individual absolute values are equal to zero and we also want the
total toll sum zero constraint to hold, so we obtain four equalities:

3 — 2B, =4 3 -2 0 4
3,81 - 2,83 =0 3 0 -2 0
< 1 -1|B=|-2|
Pe=fs =2 (1) 1 1 0
Br+pB+P3=0
. . . . ] 1 3 1
which gives us the toll solution as in Table 5.2: g; = > By = ﬁ3 = —, and order costs Cg; = 22
3 3 ) 1
Cpz = 31, Cps = 31, so all orders have ratio 3, = 11.
=3 O—0—0 O—(e2)

=2 @ O @ — o—»céo
>©4o/o e

t=20 1 2 3 4 5

Figure 5.3: STN with three orders, d, = 1V w € W, with m,, = 1 for all arcs between two different locations, m,, = co otherwise.
The denoted solution is SO.

Table 5.2: Ratios 7y, = (Cw + Bw)/kyw per toll for Figure 5.3

Order1 Cpy | 1731 | Order2 Cgp, | 13, | Order3 Cps | 733
k., 2 3 3
w (SO) 2 1 |5 12 |3 1
NP-B toll: B, || 3 21 |17 | -1 33 |17 |3 33 |13

In Table 5.2 we can compare the ratios of the SO solution to those of the tolled solution. We see that
the extra costs in the SO solution of order 2, are divided over all orders in the tolled solution. A

Example 21. Here we have three orders, with one order not interfering with the other two orders re-
garding their cheapest paths. The STN is given in Figure 5.4.
The SO solution is given in Figure 5.4, the order tolls are

2 5 1
Pr=-3B=13F=7
The question now is, is this solution fair? Order 3 does not cause any bottlenecks for the other orders,
so why would this order have to pay for the problems of other orders? If we claim that order 3 does not
have to pay/receive any toll, so f; = 0, and solve the NP-£ again, we obtain the “fair” toll solution as in
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d /
=2 & 0 >0—0 0
" e

t=20 1 2 3 4 5 6 7

Figure 5.4: STN with three orders, d, = 1V w € W, with m,, = 1 for all arcs between two different locations, m,, = co otherwise.
The denoted solution is SO.

Table 5.3: Ratios rgy, = (Cw + Bw)/kyw per toll for Figure 5.4

Order1 Cpy | 731 | Order2 Cp, | 13, | Order3 Cpz | 733
ky, 4 5 3
w (SO) 5 17 |5 1 |3 1
NP-g toll: B, | —2 41 115 | & 52 | 15 | 1 31 |15
“Fair" toll: B,, || —3 4% (15 |3 52 |13 |o 3 1

5 1
Table 5.3, in which order 1 receives 3 from order 2. Then both order 1 and 2 have aratior, =n, = 15’
and r; = 1. We will discuss this fairness in the next example and in Section 5.2. A

Example 22. This is another example with three orders. The STN is given in Figure 5.5.
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Figure 5.5: STN with four orders, d,, = 1V w € W, with m,, = 1 for all arcs between two different locations, m,, = o otherwise.
The denoted solution is SO.

The SO solution is given in Figure 5.5, the order tolls following from Algorithm 3 are

3 5 2 4
31:_7'32:7'53:7'/34:_—

4 5 2 3
so the order costs are Cg; = 47, Cpz = 57, Cp3 =27, Cps =3-.

The question now is, is this solution fair? It looks like optional paths for order 1 and 2 are not interfering
with optional paths for order 3 and 4. Therefore we calculate “fair” tolls, and for that we need to divide
all orders in different sets, each set with their own joint bottleneck arcs.
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We first compare the path costs per order:

P ={a, b}, ¢ <

P, = {ae, af, bf}, cee < ¢ = c¥,

P ={c, d, e, f}, ¢ < ¢¢ < c¢¢ < cf

P, ={cg, ch, ci, dh, di, ei}, cf < ¢t = ¢t < cf = cff = 5

We can easily see in Figure 5.5 that for order 1 and 2, arc a is in both cheapest paths (those are path a
and path ae) and for order 3 and 4 this is the case for arc ¢ (paths ¢ and cg). Now instead of recalculating
the order costs by dividing the total cost per ratio over all orders, we can first divide the orders into two
subgroups in this case, where orders in one subgroup have shared arcs in optional paths. So we create
one subset for arc a with orders 1 and 2, and one for arc ¢ for orders 3 and 4.

Table 5.4: Ratios gy, = (Cw + Bw)/kw per toll for Figure 5.5

Order1 (Cp, 715, | Order2 (g, 15, | Order3 Cps 133 | Order4 Cpy 734
k, 4 2 3
Cw 5 17 |5 1 ]2 1 |4 17
NP-g toll: B, | —3 4% 11| 3 52 11 |2 22 11| -1 33 1l
“Fair" toll: B,, || —3 47 13| 3 55 13 | 2 22 1% | -2 33 11

Then we can calculate “fair” tolls, as given in the last column in Table 5.4. We calculated these tolls by
changing the objective of the NP-g to:

€1+ B Cat+ Py
min —

C3+Ps  CatpBy
B kq ks, .

ol Ka

such that only the difference between ratios for orders in one subgroup are minimized. A

5.2. Finding connected components in STN

We use the following algorithm, Algorithm 4, to find all connected components in the STN to
divide the order costs more fairly over the orders. We first give a short outline of how the
algorithm works.

We search for the connected components by constructing a graph G consisting of orders w € W,
where two orders in this graph can share an arc when those orders contain a joint bottleneck.
To obtain these arcs, we first find the cheapest paths per order (in Step 4). For each arc a
we check if this arc is a bottleneck, that is when the amount of cheapest paths on that arc is
higher than the capacity of that arc (this happens in Step 7), assuming every order travels via
its cheapest path.

If in this step bottlenecks are found, we create bottleneck sets in which paths (bottleneck sets
1) and orders (bottleneck sets I',) are listed per bottleneck arc a. We also add an arc in G
between each pair of orders that are in the same bottleneck set. Then for each cheapest path
of an order that is in the SO solution, we fix this path (so state that this path is taken by
that order) and then recalculate the cheapest paths for all remaining orders (Step 19). Then
if new bottlenecks arise, we add arcs between each pair of orders in this bottleneck set to the
graph G. We iterate the fixing process until no new bottlenecks arise. Then in Step 51 we
start finding the connected components in graph G.
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Algorithm 4 Finding connected components in STN

1: LetQ,, = @ V. w € W be the set of cheapest paths per order w, A, = @ the bottleneck set.
2: Create graph G with nodes V = W and arc set E = Q.
3: forw € Wdo
4: Find cheapest paths q,,,, n € {1, ...,d, } (for each unit of flow a cheapest path is given), q,,, €
Py -
Add paths q,,, to Q,,.

5:
6: end for

7: fora € A do

8 if o, > m, (o, the occupancy on arc a) then

9: Create bottleneck set: n, = {qw_n | 6agy, =1 qwn €Quw, VWE W}.
10: Create order set: Ty = {W | gy € M2, Gwn € Qw}-

11: Ay i=AyUa.

12: for w;,w, €T, do

13: Add e = (w;,w,) O E.

14: end for

15: else

16: Ng = 0.

17: end if

18: end for

19: for a; € A, do
20: for q,,» € ng,and q,,», € Uy hinw do

21: Fix qw,n: update o, = 844, fq,,, ¥ @ € A.

22: Recalculate the cheapest paths for all remaining orders.

23: Update Q,,.

24: Define | = (q\,») (a list of all previous fixed paths) and c/q% = 0.
25: if oq, > m,, for a, & A, then

26: Create new bottleneck setn,, = {qw,n | 6a,qpn =1 Qwn € Qw, VW E W}.
27: Create order set: T, = {w | qwn € Na,, Gwn € Qu}-

28: Define A, := A}, U a,.

29: for w;,w, €T, do

30: Add e = (w;,w,) tO E.

31: end for

32: end if

33: for a, € A}, do

34: forn,, €n,, and 7, , € Uye hinw do

35; Fix , »: update o, = qu'neﬂxed paths 5aqw,nqu,n Va€eA
36: Recalculate the cheapest paths for all remaining orders.
37: Update 9Q,,.

38: if 0q, > m,, for a, & A, then

39: Create new bottleneck set n,, = {qw,n [ 6a,q0n =1 Quwn € Qw, YWE W}.
40: Create order set: Ty, = {W | qwn € Na,, quwn € Qu}-
41: L:=(,qun)-

42: Define A}, := Aj U a,.

43: for w;,w, €T, do

44: Add e = (w;,w,) tO E.

45; end for

46: end if

47: end for

48: end for

49: end for

50: end for
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51: s =1.

52: V, is the set of visited nodes in connected component s.

53: forw; €V \ U V; do
1<jss
54: Vs = {wy}.

55: for w, € UNG(v) \ U V; do

vEVg 1<js<s
56: Vs :=Vs Uw,.
57: end for
58: s:=s+1.
59: end for

60: k := s — 1 are the number of connected components of G.

61: V, are the connected components of graph G.

With these connected component sets we can create a new NP-f for Algorithm 3 for finding

the order tolls:

min

s=1wy,w,€EVs

s.t. Z By =0

Buw=—CyVWEW

Cwl + .Bwl

_ sz + ﬂwz

This new objective function only compares the new costs of orders that are in the same con-
nected component, and for each connected component the tolls sum up to zero such that
orders only pay/receive for bottlenecks that influence the route choice for them.

We use the following examples to explain Algorithm 4. In Example 23 we consider a problem

with three orders, in Example 24 a problem with four orders is considered.

Example 23. We consider a problem of Case 1. In Figure 5.6 an SO solution of an STN with three orders
is given, W = {1, 2, 3}. We can use the algorithm to show that in this case all orders are interfering with

each other.
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Figure 5.6: STN with three orders, with m,, = 1 for all arcs between two different locations, m,, = o otherwise. The denoted

solution is SO.
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We start with empty sets Q,, Vv w € W and A, and we create the graph ¢ = (V,E) with V = W and
E = 0.

Applying Algorithm 4, Step 4 gives cheapest paths q,; = ac, q,, = acf, q3, = df.

Step 5 gives @ = {ac}, Q, = {acf}, Q3 = {df}.

Step 9 and 10 give bottleneck arcs and order sets per bottleneck: n, = {ac, acf}, T, = {1,2};

ne ={ac, acf}, I'e ={1,2} and ny = {acf, df}, Ty ={2,3}.
Step 11 gives bottleneck set A, = {a, ¢, f}.
We add edges (1,2) and (2, 3) to graph G.

ot

Figure 5.7: Graph G.

We see that all orders are connected: V; = {1, 2, 3}. Then the NP-8 becomes

C1+,31_C2+ﬂ2 + C1+B1_C3+ﬂ3 + C2+32_C3+ﬂ3

TR k2 K ks k2 ks
St ﬁl +ﬁ2 +ﬁ3=0
By =—-C,YVWeEW
- . |A+B T+ B 4+p1 S5+p3 + 7+ 5+Ps
S 5 4 5 5 5
St ﬁl +ﬁ2 +ﬁ3=0
B z-
B2z =7
fr = -5
. . . . 9 5
which has an optimal solution with g; = 7 By = —5 and B; = 7 and thus tolled order costs
4 5 5 1
Cpr = 47, Cpr = 57 and Cp; = 57. So all orders have ratio 73, = 17 VweW. A

Example 24. We use the same STN and orders as in Example 22 (so a Case 1 problem), but with arc
d removed. We see that a whole new SO solution appears, compared to the previous network. This SO
solution is given in Figure 5.8.
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Figure 5.8: STN with four orders, with m,, = 1 for all arcs between two different locations, m,, = o otherwise. The denoted
solution is SO.
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We will now apply Algorithm 4 on this network. We start with empty sets @, v w € W and A,, and we
create the graph G = (V,E) withV =W = {1, 2, 3, 4}and E = 0.

Applying Algorithm 4, Step 4 gives cheapest paths q;1 = a, q;1 = ae, q31 =¢, q41 = cg.

Step 5 gives Q, = {a}, Q; = {ae}, Q3 ={c}, Q4 ={cg}.

Step 9 and 10 give bottleneck arcs and order sets per bottleneck: 7n, = {a, ae}, T, = {1,2};
ne ={c, cg}, Tc =1{3,4}.

Step 10 gives A, = {a, c}.

We add edges (1,2) and (3,4) to graph G.

O—®

O—O

Figure 5.9: Graph G.

Then we want to join order sets in which one order can influence the path choice of another order in the
same set.

We want to see if fixing one path for some order can create extra bottlenecks for other orders, which
starts in the Algorithm in Step 19.

We take a € A, and path a € n,. Note that path a € h;;, ;.

We fix path a for order 1 in the STN and recalculate new cheapest paths for all other orders and we want
to see if new bottlenecks arise. Now because arc a is used for path a, order 2 has to travel via another
path than ae. Its new cheapest path now is q,; = bf. No new bottleneck arc arises, so we check the
next path.

We now take c € A, and path c € 7., ¢ € h;; 3 and fix this path.

Then order 4 has to find a new cheapest path: q,, = ei. Then arc e is a bottleneck, because both
g1 = ae and q,; wants to travel via e. So we create a new bottleneck set n, = {ae, ei} and order set
I, = {2, 4}. So we add edge (2, 4) to graph G.

O—®

@_

Figure 5.10: Graph G.

We now see that all orders are connected.

3 1
Then the tolls become B, = 17, B = ~1a B3 = —17, Bs = 27 and thus the tolled order costs become
3 11 4 1 . 5
Cp1= 57, Cpr = 6ﬁ' Cps = 37, and Cg, = 57, so all orders have ratio 7, = 17 VweW. A

5.3. Case 2

Case 2 is the situation in which d,, =1V w € W, and m, = 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

We also use Algorithm 4 to find a division of the extra costs in the system in a fair way over
the orders.
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Example 25. In this example two orders both with demand d,, = 2 are given. The SO solution is given
in Figure 5.11. We see that both orders cannot travel via their cheapest paths.
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Figure 5.11: STN with two orders, d; = d, = 2, with my; = 1 for all arcs between two different locations, m,, = oo otherwise.
The denoted solution is SO.

The SO costs are C; = 8, C, = 11. Their cheapest paths are k; = 7 and k, = 8. Algorithm 4 gives
3

1 13
that both orders are in one connected component, and the NP-g gives g, = T By = T which give
. 13 2 , 19
adjusted costs Cg, = 8E‘ Cpz = IOE. Then we can verify that 1z, = 15, = s A

5.4. Case 3

Case 3 is the situation in which d,, =1 Vw € W, and m, > 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

We also use Algorithm 4 to find the connected components to divide the extra costs (compared
to the cheapest path costs) in the system in a fair way over the orders.

Example 26. We use the same STN as in Example 16. In this example we have 5 orders all with
demand 1: Order 1,2, 3 and for start at location 1, order 5 starts at location 2. Order 1 and 2 end at
location 2 and the others at location 3. The SO solution is given in Figure 4.21, with s,, and e,, denoting
the start end point of order w, respectively. All traveling arcs have capacity 1, except for arcs b and f,
which have capacity m;, = my = 2.

=3 O O
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=1 @, O
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Figure 5.12: STN with two orders, d, = 1V w € W, with m, = m¢ = 2, m,, = 1 for all other arcs between two different locations,
m,, = o otherwise. The denoted solution is SO.
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We have path costs

Ci,=1, C12—2' Ciz =3 C12—5'

b
C33 =2, C34—3' C34— ’ 34—5' C3,£=3, C34— 34—5 C34— 34—5
cc=2 cl=3 ci=4 (k=5

So we have the following path sets per order with corresponding capacities:

a, b, ¢, d
:Pcap,l = :Pcap,z ={1 2 1 1}

_ _|ae, af, ag, ah, bf, bg, bh, cg, ch
Feaps = Feapa = , 1, 1, 1, 2, 1, 1, 1, 1

_le, f, g h
?C“Pf’_{l, 2, 1, 1}

where Ch,w, denotes that for both orders the same path can be traversed, because those orders
have the same origin and destination location.
Solving the SO problem gives us the order costs

C1=1, C2=3, C3=C4=3, C5=2,
while the cheapest costs are
k1=1, k2=1, k3=k4_=2, C5=2

We see that only orders 1 and 5 travel via their cheapest paths, so we need tolls to create a UE.
Algorithm 4 gives us one connected components so we can find a solution for the NP-g:

1 1
bi=35 B=-17 Bs=1
Then the adjusted order costs become
1 1 .
CB1=1§' CBZZlE' Cﬁ3=3, CB4_=3, Cﬁszl,
. 1
so all ratios are r3,, = 15 vwe({l,..,5} A

5.5. Case 4

Case 4 is the situation in which d,, > 1V w € W, and m,; = 1V arcs between different locations.
For all horizontal arcs within one locatlon, the so-called waiting arcs, we have m, = oo.

We also use Algorithm 4 to find the connected components to divide the extra costs (compared
to the cheapest path costs) in the system in a fair way over the orders.

Example 27. We use the STN as in Figure 5.13. There are four orders, with demands d, = 3, d,
d; = 2 and d, = 4. All diagonal arcs have capacity constraints: m, = 4, my, = 4, m, = 2, my =
me=2,mg=2,myg=3,my=3,m=1m;=2,m =2, m=3andm, =2.
The SO solution is given in Figure 5.13, with s,, and e,, denoting the start and end point for order w,
respectively. Note that order 3 starts at t = 3, location [ = 2.

We have path capacities:

P _|ad, ae, af, ag, ah, bf, bg, bh, ch
cap1 =12 2, 2 3, 3 2 3 3 2}

adi, adj, adk, adl, adm, aek, ael, aem, afj, afk, afl, afm, agl, agm,
1, 2, 2, 2, 2, 2, 2, 2, 2, 2, 2, 2, 3, 2,

2,
2

:Pcap,z -

di, dj, dk, dl, dm, ek, el, em, fj, fk, fl, fm, gl, gm, hm
1, 2, 2, 2, 2 2, 2, 2, 2, 2 2 2 3 2, 2|
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7/
=1 O——O——F——O0——0——0
t=0 1 2 3 4 5 6 7

Figure 5.13: STN with four orders, d; = 3, d, = d; = 2, d, = 4, Capacities my = 4, mp =4, m¢ =2, Mg =2, M =2, M = 2,
mg =3, my =3, m; =1, mj =2, my =2, m =3, my, = 2. The denoted solution is SO.

We have path costs for the used paths in the SO solution

=2 =3 c({=5,
st =3, c5fl =4,

€3 =2,

C:k — Cilm —

So the order costs are

C;=2+4+345=10, C,=3+4=7 (C3=2-2=4and C,=2-5+4+2-7=24,
while the cheapest path costs are

ky=2-243=7, k,=34+4=7 ky;=2-2=4and k,=3+2-4+5=16.

Algorithm 4 gives two connected components: V; = {1,2,4} and V, = {3}.

When looking at the paths used in the SO, the question arises, why is order 3 in a separate connected
component, while it looks like its taking its cheapest path at the expense of order 4 (it looks like arc g is
a bottleneck arc for orders 3 and 4)? In this network however, we can see that it makes no difference
for the two last arriving containers of order 4, if they are transported via path gl or hm. So order 3 does
not influence the order costs of orders 1,2 and 4 and therefore is not connected to them.

With the components V; and V,, solving the NP-g gives us order tolls

13

=22 and g, = 22
30 B = 303 Bs =

Br=- 15’

which give the tolled order costs

17 17 13
Cﬁl =9%, Cﬁz =9%, Cﬁ3 =4 and CB4=21E.
. . 11
We obtain ratios 15, = 13, = 134 = 1% and 13 = 1. A
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5.6. Solutions of toll on orders

After finding the connected components, the question arises whether every NP-8 of Algorithm 3
1

has a (unique) solution? For each component V, there are -|V;|(|Vs| — 1) terms in the objective,

and we can state that the best solution possible has objective value 0, so then each term has

to be equal to zero.

k;i(Ci + Bi) — ki(C; + B))
kik;

_|CiHB B

0 k; k;

= klﬂ]—k]ﬁl =k]Cl—lej (57)

We can make a generalization of the optimal solution for tolls on orders: Given we have a
problem with m orders, we can create the linear system Af = b with A a block diagonal matrix:

4, 0 0
0 A, - 0

A=, .0 . )
0 « 0 A,

So A consists of m block matrices, one for each component V; = {1,..,n} V1 < s < m, with
n = |Vs| the number of orders in V;:

D
D; 81,]'—1 :j+1 —gj (;( 0
A= ¢ | withp;=| W7t B2 0 S 1<j<n—1, (5.8)
D 1 1,j-1 . . . .
lqn 01’]'_1 le O 0 _k]
and 1, is a row vector of n ones, 0, ;_; a row vector of j — 1 zeros and 0, := 9.
b,
The vector b = b:Z consists of vectors b, for each component V; = {1,...,n} V1 < s < m with
b,
n=|Vl:
Z,
2, kiCjv1 —kj1Cj
bi = : with Z]' = . (59)
Zy_1 )
"0 kiCp — knCj

m m
1 1
Ais a Z (E Wl (V] — 1) + 1) x |W| matrix and b has length z (5 WVl - (V] — 1) + 1).
s=1

s=1
To draw some conclusions out of this equality AB = b, we first introduce some definitions from
Linear Algebra:
Definition 6 (Row-echelon form). A matrix is in row-echelon form if:
+ All zero rows have been moved to the bottom.

» The leading nonzero element (also called a pivot) in any row is farther to the right than the leading
nonzero element in the row just above it.

* In each column containing a leading nonzero element, the entries below that leading nonzero
element are 0.

We can apply elementary row operations (swapping positions of rows, multiply a row by a
nonzero scalar, add one row to a scalar multiple of another row) to modify the matrix until we
obtain a row-echelon form.
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Theorem 4. [11, Theorem 1.7] Let Ax = b be a linear system, and let [A|b] ~ [H|c], where H is in
row-echelon form.

1. The system Ax = b is inconsistent if and only if the augmented matrix [H|c] has a row with all
entries 0 to the left of the partition and a nonzero entry to the right of the partition.

2. If Ax = b is consistent and every column of H contains a pivot, the system has a unique solution.

3. If Ax = b is consistent and some column of H has no pivot, the system has infinitely many solutions,
with as many free variables as there are pivot-free columns in H.

We can thus reduce our problem Af = b to HB = ¢, where H is in row-echelon form. When
solving an NP-§ with two orders and one connected component V;, we can easily verify that
there always exists a unique solution by reducing the initial system:

[klz _fl ki C 8 k Cl] ~ Multiply row 2 by k, and subtract row 1 from row 2.
k, —ky kiCy — kaCy
O kl +k2 kzcl _kICZ

We can see that Statement 2 of Theorem 4 holds, because k,, >0V w € W.

Then the solution is

kyCy — kyCy
Br=—F"7"7F",
ki+k,
_ k1Cy — ko Cy + ﬁ _ kiCy —kyCy o ky (koCy — k4 Cp) _ k1Cy —koCy
! k;, k' ke, ky (ky + k3) ki +k;

We only need to show that the constraints 8, = —C,, are satisfied for all w € W:

kyCy — k1Cy
ki +k,

kiCy = kyCy
ki +k,

—C,<B, =

—C<p =

o
< ki (Cy+C3)
ke + Ky
k, (C1 + C3)
ki+k,

So we see that the constraints are always satisfied, since k4, k,, C;, C; = 0.

We can generalize this to a problem with n orders with m components: Suppose we have

the NP-f problem with n orders, and V; = {1,...,n}, so |V, =n for all 1 < i < m. We have the
problem AB = b, with A being a block matrix. We will show there exist a unique solution for
each sub-problem A4;8 = b;, and so a unique solution exist for the original problem.
The row-echelon form consist of the first row of each matrix D;, so that are the rows
[01_]-_1 kivi —k; 01,n—(j+1)] vV 1<j<n-—1. All other rows in the matrices D; can be written
as a linear combination of rows [01, j-1 kjr1 —kj 0pn j+1)], so those rows are equal to a zero
row in the row-echelon form.
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For block matrix A; and corresponding vector b;, we obtain the following row-echelon form
[Hile:]:

'k2 _kl 0 ves coe ves 0 T [ k1C2_k2C1
0 k3 —k2 0 . . 0 k263 - k3CZ
O 0 k4 _k3 0 0 k3C4 - k4C3
0 - - 0  kp1 —kn 0 kn—2Cn-1 = kn-1Cn—
_ kp_1Cp — kpCro
HL' — 0 0 kn liln_l , ¢ = n_;z 1%n n:lln 1
i=1 j=1 j=1
0w 0 0

So we can conclude with Theorem 4.2 that for each toll problem with one connected com-
ponent, there is a unique toll solution, because each column in H; contains a pivot. Then,
it follows that each row in block diagonal matrix H has a pivot in each column, and for the
zero rows, ¢ contain a zero in that row number, so together with the inequality constraints
Bw = —C,, Vw € W satisfied, Theorem 4.2 holds. We then can conclude that if a solution exists
for a toll order problem given the inequality constraints, the equality constraints provide a
unique solution.
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Path tolls based on order fairness

In Chapter 4 we have seen how we can adjust path tolls in order to create new tolled costs
for the STN, in which the customers can choose their own traveling paths, and the path costs
are constructed in such a way that they will choose paths that minimize the total cost of the
network (SO) and are the cheapest paths for themselves (UE). In Chapter 5 we have seen how
we can redivide the made costs over all orders, such that the use of the network is payed by
all customers, and no customer is more harmed when regarding costs than others when they
are using the same part of the network.

When adding tolls to paths as in Chapter 4, it may feel like we are misleading the customers,
because the tolled path costs can differ a lot from the initial path costs. when taking the
costs of the original networks into account. To avoid this misleading of customers, we can
couple the constraints of fairness as used in the objective function of order tolls, to make the
path based solutions a more fair User Equilibrium, by divide the costs over all orders in the
network, instead of assign higher path costs to certain orders only. In this Chapter we will
explain our procedure.

We assume the customers are unfamiliar with the initial path costs, like we assumed in Chap-
ter 4.

Recall the SO problem (4.4) of Algorithm 2 on page 42. To find path tolls, we start solving

the SO problem:
min Z ch fo
pEP

s.t. xa=28apfp VaeA
pPEP

pr=dWVWEW
PEPRy
Xg<mygVa€EA
hENgVPEDP

X ENgVa€eA

With the SO solution found, the next step is calculating the path tolls. Therefore we use
the NP-£ (4.5)-(4.8) from Algorithm 2, but with the extra constraints:

_ Cyw, + ﬁwl _ Cw, + sz
Bwy = Tgw, < k, - k,,
1 2

Zper,, (Co +B0)fo  Zpep,, (Chy +Bi) o
kW1 sz

Y w,w, €V, Vse(l,..k}

87



with order sets V as in Algorithm 4 on page 76.
Then we obtain the following NP-f for paths tolls:

min Z z |85 (6.1)

WeW pehoytw

s.t. Z Z By =0 6.2)

WEW pE€hinw

Z Z Bif =0V se(, .. k) 6.3)

WEVs pERjp W

Sper,, (Ch +B0)fo Zpen,, (Ch +B5.) fo
— = 2 =V wy,w, €V, Vs€e{l,.., k} (6.4)

kWl sz
Bl — Bl < Cly = Cly ¥ (i,)), i € hinyw, J € houew ¥ WEW (6.5)
h=>—ChvpeP (6.6)

where the objective (6.1) minimizes the tolls added to unused paths, Constraint 6.2 is enforces
the tolls on used paths to sum up to zero, Constraint 6.3 enforces the same for each connected
component V;. Constraint 6.4 ensures the ratio of all orders in one connected component are
equal, Constraint 6.5 makes sure the path cost of chosen paths is cheaper than or equal to
the unused path costs for each order, and Constraint 6.6 ensures that no negative path tolls
arise.

In comparison to the NP-# as used in Chapter 4, Constraint 6.4 is added.

In the following Sections 6.1 up and until 6.4 we will show several examples for the different
cases as desribed in 3.2, and in Section 6.5 we will show there always exists solutions for the
NP-f, so there always is a toll solution to achieve both a UE and an SO.

6.1. Case 1

Case 1 is the situation in which d,, = 1V w € W, and m, = 1V arcs between different locations.
For all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.
To show the what toll solutions we obtain, we use the STN as in Example 10:

Example 28. The SO solution is given in Figure 6.1.

=3 O—0—0—0—0—@

i

=2 O O @ O @ O
a b

-1 -—>QZ»Q—> O—0

t=20 1 2 3 4 5

Figure 6.1: STN with two orders, d; = d, = 1, with m,, = 1 for all arcs between two different locations, m,;, = o otherwise. The
denoted solution is SO.
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In this SO solution the path costsare C¢ =2, €Y =4, €% =4, C$%* =5 (5% =5.Thechosen
paths are h;,, 1 = {a}, hin, = {bd}, so the costs per customer are C; = C{ =2, C, = C5? = 5, while the
cheapest path costs are k; = 2, k, = 4. The output of the NP-g is denoted below:

pr=3 = =g

3) 3) )

€8, =22, Coc=42, cbd= ?

B1L— =g B2~ *g B2~ "3

The total order costs are:
1 2
— — _ rbd _

Cp1=Ch1 =23, Cpr=Cpf =4z

If we solve the NP-B of order toll, we obtain the same tolled order costs as when solving the NP-
1

described in this Chapter. Here the ratio is r3,, = 13 for both customers.

We can compare this solution to the path toll solution as found in Example 10. Here we found path tolls

3
B =1 and p? = —1, which gave the tolled ratios 7, = > and rg, = 1. With those tolls order 1 had to

pay the extra costs made in the network. With the path tolls based on order fairness, the extra costs are
divided over both orders. A

6.2. Case 2

Case 2 is the situation in which d, 2 1 Vw € W, and m, = 1V arcs between different locations.
or all horizontal arcs within one location, the so-called waiting arcs, we have m, = co.
We show an example for Case 2: we use the STN as in Example 15:

Example 29. The SO solution is given in Figure 6.2.

1=3 O O O (e2)
g

1=2 O O O

[=1 —_> — O'—_ // O

t=0 1 2 3 4 5 6

Figure 6.2: STN with two orders, d; = d, = 2, with m,, = 1 for all arcs between two different locations, m,, = o otherwise. The
denoted solution is SO.

In this SO solution the path costs are €% = 2, C¢ = 4, Cb¢ =3, ¢/ =5,ct =3,c%4 = 4, ¢ =6,
€59 = 6, C59 = 6. The chosen paths are hy, , = {a, €}, hin, = {b, fg}, so the costs per customer are
C,=C%+C¢=6andC, = C? + CL9 =9, while the cheapest path costs are k; = 6 and k, = 7. Again
we calculate the NP-g for path tolls and obtain the tolls and tolled path costs:

1 1 1 25
ﬁf’ = 2, Ble = — }—E 2b = 1_2]?' Zad 2?’ ng _ %6’
a _ e _ ad _— —
C=% Cp =273 Cho = Y26 Cr =t Cp2 =%
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The total orders costs are:

12 1
€, =Cf+Cf =653, CZ=C§+C§Q=8§.

2
Here theratiosarer, =n, = 15, so equal for both customers. A
We see that the addition of the ratio constraint provides a more fair division of the costs
over the customers, given that they can decide between the path (and corresponding tolled
path costs) we offered them.

6.3. Case 3

Case 3 is the situation in which d, =1V w € W, and m, = 1V arcs between different locations.

or all horizontal arcs within one location, the so-called waiting arcs, we have m, = oo.

Example 30. In this example we have 5 orders all with demand 1: Order 1,2, 3 and for start at location
1, order 5 starts at location 2. Order 1 and 2 end at location 2 and the others at location 3. The SO
solution is given in Figure 6.3, with s, and e,, denoting the start end point of order w, respectively. All
traveling arcs have capacity 1, except for arcs b and f, which have capacity m, = m, = 2.

So we get the following path sets per order with corresponding capacities:

a, b, ¢
?cap,l = Pcap,z = {2 1 1}

ae, af, ag, bf, b
:Pcap,3 = chap,4 :{ 2 1f ig 1f ig}

d e f, g
?C“p'5={1, 2, 1, 1}

T e O

/ f g
=2 @O
‘ b

7/
/

=t @)D o0

t=0 1 2 3 4 5

Figure 6.3: TN with five orders,d,, = 1V w € W, with mq = m, = 2, m,, = 1 for a; € A\ {a, e}, my, = o on waiting arcs. The
denoted solution is SO.

We have costs

f,z =2, Ci’,z =3, f,z =5,
€35 =3, Csh=4 c¥=5 =4 C}5=5
ci=2 c¢=3 cl=4 cf=>5,

where €}, w, denotes that for both orders the same path can be traversed, because those orders have
the same origin and destination location.
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The path sets follow from the SO solution:

We have two order sets: V; = {1, 2, 3,4} and V, = {5}. Solving the NP-8 gives us

'Ba:é ﬁc:_l ble ae — 1
1 5' 2 5' 3 5' 4

1
5’

where for orders 3 and 4 tolls are added to paths not in the SO solution. Then the adjusted path costs
become

e _ 4_4 c _ 1_4 bf 1_1 ae 1_1
Cﬁ1_1+§_2§’ Cﬁ2—5—2§—2§, CB3_4+§_4§’ 34—3+1§—4§.

2
Now all orders have ratio 73, = 15. A

6.4. Case 4

Case 4 is the situation in which d,, = 1V w € W, and m, = 1V arcs between different locations.
or all horizontal arcs within one location, the so-called waiting arcs, we have m, = co.
We use the STN as in Example 27:

Example 31. We use the STN as in Figure 6.4.

Figure 6.4: STN with four orders, d, = 3, d, = d3 = 2, d, = 4, Capacites m, = 4, m, =4, m, =2, mg =2, M, =2, my = 2,
my =3, my =3, m; =1, m; =2, my =2, m =3, My, = 2. The denoted solution is SO.
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There are 5 orders, with demands d, = 3,d, = 2,d; = 2 and d, = 4. All diagonal arcs have capacity
constraints: my, =4, my, =4, m, =2, my =2, m, = 2, mg=2,mg=3m,=3m=1m; =2,
my =2, m; =3 and my,, = 2.

The SO solution is given in Figure 6.4, with s,, and e,, denoting the start and end point for order w,
respectively. Note that order 3 starts at t = 3, location [ = 2.
We have path sets:

P ad ae, af, ag, ah, bf, bg, bh, ch
cap,1 = 2, 2, 3 3, f, 3 3 2V

cap2 -

dL ad], adk, adl, adm, aek, ael, aem, afj, afk, afl, afm, agl, agm, ahm
2, 2, 2, 2, 2, 2, 2, 2, 2, 2, 3, 2, 2 |

a
cap {

dl, d], dk dl, dm, ek, el, em, fj, fk, fl, fm, gl, gm, hm
Feapa 2, 2, 2, 2, 2 2 2 2 2 3 2 2 |-

We have path costs for the used paths in the SO solution

=2 =3 c{=>5
cgdt =3 C“f Iy,
g =2,

k=5 chm=7
So the order costs are ¢; = 10, C, = 7, C; = 4 and C, = 24, while the cheapest path costs are

ki =7,k, =7,k; =4and k, = 16. Algorithm 4 gives two connected components: V; = {1, 2,4} and

6.5. Solutions of fairness tolls
The question arises whether we can always obtain a combined toll solution? For the inequality
constraints we can always find a valid solution:
Bl =—-Ci, vie®R,
Bl = B < Clo = Cly ¥ (0.)), 0 € hingws ] € Roueaw
The first set of constraints provide a lower bound for all path tolls, and the last set of con-

straints give an upper bound for all paths tolls for paths p € U hinw, the path tolls for the

wEW
other paths are unbounded. We can always find a toll vector B that satisfies those inequality

constraints. If CJ, — Cl, < 0 for some (i,j), i € Rinw: J € hoyew, set ﬁw = Cl, — ¢l, for all those
paths j and B} := 0 for all other paths. This shows the solution space is non-empty.

We now will investigate if the equality constraints provide a valid solution in combination
with the inequality constraints. The equality constraints are

Z Z B =0 (6.7)

WEW pEhinw

ph=0vse(l,.. k} (6.8)
WEVs pERinw
Zpe?W1 (ch, +B5.) % Zpe?w (Chy +BV,) f
k — = — Y Wi, Wy € VS' Vse {1 } (69)

Wy sz

Constraint (6.7) is superfluous, because it is equal to summing up Constraints (6.8):

Y S ooy Y oaeo

WEW pEhinw s=1 weVs pEhjn w
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Ifd, =1V w € W this problem corresponds to finding solutions in Section 5.6. If d, > 1
V w € W we can rewrite constraint (6.9) for a pair of two orders i and j, i,j € W (we assume

hini = {p1, - P} hin,j ={qv - i}

Ci+ﬁi _ C]+ﬂ]
k; k;
= k]ﬂl - klﬁ] = le] _k]CL

= ijﬁipf_p—kiZﬁ]p]ézkiz Cjz"f_P_kj Z C‘pf_p'

PEP; PEF PEF PEP;

We can calculate the tolls per connected component.
o If V; = {1}, then constraint (6.8) state:
,Blp fp = 0.
PERin1 -

So we do not need to add tolls to the STN, because this order can take its cheapest
paths, because it does not use any bottleneck arcs, which indicates there are no issues
in traveling via its cheapest paths.

* If V; = {1, 2}, then constraint (6.8):

BitBi=0 = fi=-f = > == B

PEFR; PEF

We can use this to continue our rewriting of constraint (6.9):

kit k) Y By =ki ) Coly—k; Y. CPfy

PEP; PEF PER;
p p
Z ,Bpf ki Zpe.‘Pj C}' f_P - kj ZpE:Pi C; fi
= Pr = )
if ki + k;
PER

The equality always has a solution because k; + k; # 0.

Y Bt D B+ Y Bl =0,

PEP, PEP; PEP;

o IfV; ={1, 2,3}, then (6.8):

and (6.9):

ke ) Bfp—ki ) By =ky ) CBfy—ky ) CPfy

PEP PEP; PEP, PEP
ks ) Bfp—ka ) Bl =k ) Clfy—ks ) CP,
peEP, peEP; pEP; peEP,
ks ) By —ta D Bl =ha D Clfy—ks ) CBf
peP, pEPs o pEP,

We see this problem corresponds to the order toll problem, where the constraints we just
observed are contained in the objective function (see (5.7)), and so a solution exist for each
problem (see Section 5.6). In this case there are infinitely many solutions, because the row-
echelon form of the problem satisfies Theorem 4.3. We will show this, but first introduce
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some extra notation: with x;_; we denote the number of paths for orders 1 up until j — 1:

Xj= U #,|, and we denote path flow found in the SO solution by £} instead of fp- We assume
1<i<j -

l=|P]| vjew.

Al O A O D1

We have AB = b with matrix A = 0 /,1‘2 ] 0 , with sub-matrix 4; = D: for each
: . . n-1
0 -« 0 Ap L

i € {1,...,m} with V; a connected component, V; = {1, ...,n}. The matrices D;,1=sj<n-—1 are
defined as follows:

—k; i

p P p p
01,x]-_1 kj+1fjp1 kj+1fjpl _kjfj+11 _kjfj-i-ll Op ...p 0
D, = 01, , kjvafi! kj+2fj’ 0 0 —kifii —kjfjJr’2 0 :
: : : : 0
01x,, Fnf knf 0 0 —k; i
and vector g, ,, consists of all path flows for orders the connected component i:
Iix, = B R et
z
b, zl kiCjr1 — kj1Cj
bz . 2 . . k]C]+2 —kj+2C]
Vector b =| | consists of b; = Vi<i<mwithz; = . .
: 7 :
b,, "01 kiCp — knC;

Now we want to show this system Af = b, has infinitely many solutions. We therefore need
to show that in the row-echelon form HB = ¢, matrix H contains columns with no pivots. The
row-echelon form of sub-matrix 4; is

_szfl szfl _klfgl —k; gl 0 0
0 0 ks 51 ks gl _szgl —k; 1;31 0 :
0 0 Kk,fPi, o knofPl. =k, W —k,_ fH
n n
H; = 0 0 _Zk].fgl _ijfgl
j=1 j=1
0 0
0 0
kiCy — kaCy

sz3 - k3C2
kn—lcn - knCn—l
n—

n—-1 1
D kiCa= ) kaCyf
= =

0

and the vector ¢; = We see that the number of pivots in H; equals

i 0 |
the number of orders, which is less than the number of path toll variables, so according to
Theorem 4.3: if a solution exists, there are infinitely many solutions for this toll problem.

94




Conclusions and discussion

7.1. Conclusions

The goal of this thesis was to provide a method to obtain a User Equilibrium (UE) in a synchro-
modal Space Time Network (STN) in which we transport containers for multiple customers.
We defined User Equilibrium as the solution where each customer can travel via its cheapest
paths, and no customer is harmed by the route choice of other customers.

We expanded this goal to also finding a solution of assigning containers to modes where the
solution is both System Optimal (SO) as well as User Equilibrium, by finding a System Opti-
mal solution and add tolls to the orders or paths.

In most research about User Equilibria, transportation via roads is considered, where the

speed of vehicles on roads is dependent of the occupancy of the road it travels. There the goal
is to divide the vehicles over the network in such a way that for each vehicle in the network,
the transportation time is minimized given the total network and its users.
In our synchromodal STN, the travel time of modalities is not dependent of the occupancy
of water, rail and road. The STN consists of discrete time steps and locations to model the
transportation of containers. We assumed the travel times of barges, trains and trucks are
fixed and known beforehand and transportation schedules for those modalities are known as
well. Our goal was to obtain a User Equilibrium in this deterministic network, by assigning
containers to the different modalities, in order to deliver each container as fast as possible.
Because all our modalities have fixed travel times, the travel times are not dependent of the
occupancy of the transportation arcs in the network, however, travel times are dependent of
the capacity constraints on the arcs.

In order to provide an SO solution in which a UE is reached as well, we applied tolls to
the network costs. But in order to obtain a User Equilibrium, we need to define when a User
Equilibrium is reached. For each type of tolls investigated we have a different definition of a
UE. We considered three type of tolls: path based, order based and fair path based. For all
type of tolls, we demand that tolls payed by customers have to sum up to zero, such that no
profit is made out of those tolls.

For path tolls, we say a UE is reached when each customer can travel via its cheapest tolled
paths, regardless of the path choices of other customers. For order tolls, we say a UE is
reached when all extra costs (compared to the cheapest path costs) made in the network, are
divided over the orders in a fair way, concerning the ratio of the payed costs compared to the
cheapest path cost. For fair path tolls, we say a UE is reached when both customers can travel
via their cheapest paths, and the extra costs in the network are divided in a fair way over the
customers. In our approach, one unit of toll represents one unit of time.

The first step in all toll algorithms is to calculate the SO based on the path costs of contain-
ers traveling from their origin to their destination. The next step is to calculate tolls that are
added to the path or order costs, depending on what kind of tolls we considered.
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When considering order tolls, the tolled order costs (initial costs plus the tolls) are the prize
customers have to pay to transport their goods. The order tolls provided a fair cost division:
for each set of customers who want to use the same traveling arcs in the network, the ratio of
their tolled order costs compared to their cheapest costs (those cheapest costs are calculated
by assuming they are the only customer in the network) are equal. We showed there always
exists a unique toll solution in which a UE is reached and the SO objective value is maintained.

When applying path based tolls, we assume customers do not know the path costs of the
initial network (and thus also do not know their initial cheapest paths). Here the tolls are
used to adjust the path costs, such that we can offer the customers a choice of tolled paths.
Then when the customer gets assigned its cheapest tolled paths, those paths are in the SO
solution and the solution is UE as well. The solution is UE because the offered path costs are
the cheapest option according to the information available for the customer.

Because the path tolls described above are somewhat misleading, as we offer customers
path costs different from the initial network path costs, we also provided a fair path toll. In
this fair path toll we combined the fairness ratios of the order tolls (total payed costs compared
to their cheapest path costs), but assume that customers choose their routes themselves. It
is thus a combination of both path and order toll. When we calculate the tolled path costs
here, they sum up to the tolled order costs as calculated in the previous toll case.

We succeeded in finding an approach to obtain both an SO and a UE solution on an STN.
We showed for path tolls that given some properties of the path costs of the initial network,
it is possible for path tolls to find a toll scheme where tolls are only added to paths which
are used to transport containers. For order tolls we showed there always exists a unique toll
solution and for fair path tolls there always exists infinitely many solutions.

Based on the facts that we want the UE solution to be fair to all customers and we want
customers to choose their routes themselves, the fair path toll is the best type of toll to solve
this problem. However, finding path tolls have to be done before the transportations, because
we want customers to choose their routes themselves. So we need to have information of all
incoming orders beforehand, in order to calculate which route choice suits the set of order
best in order to obtain an SO and to create the UE tolled path costs. In practice however, often
the demands of the orders arrive over time, so then with each new incoming order, one needs
to recalculate the SO solution. When using path tolls, we also need to adjust the tolls on the
paths each time a new order has been assigned to the network. So order based tolls are better
applicable in practice, because although the SO solution needs to be recalculated with each
incoming order, finding order based tolls only has to be done once (when all transportations
are done). Then we only have to calculate the tolls once, while with path based tolls we need
to recalculate the path tolls each time a new order has been assigned to the network.

It may be clear that this thesis is particularly a theoretical view of obtaining a User Equi-
librium in a deterministic network. We showed a User Equilibrium can be obtained when
using tolls to adjust the costs of the STN. The question is, how can we apply the principle of
tolls on real life instances? In the literature a lot more is known about achieving a System
Optimal solution in a transportation network. That is why we used an SO solution as a base
for creating new path or order costs to provide a User Equilibrium while the total costs of the
SO can be maintained. Our work is thus a contribution to the connection of SO to UE. We
succeeded in finding a method to find of assigning containers to modes in a synchromodal
STN, where the solution is both System Optimal as well as User Equilibrium. The method
found for solving this problem is using tolls on the synchromodal STN.
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7.2. Discussion and future work

Our work is mainly theoretical and we made a simplification of transportation networks in
order to get an idea of how we could solve the UE problem. The main improvements of this
research thus lie in applying our toll approach to real life instances. In order to do so, we still
need to more research on some steps:

One important part of logistics planning is the due date of orders. In this thesis we did not
take those due dates into account, we just wanted all orders to be delivered as fast as possible,
in other words, as cheaply as possible. When we do take due dates into account, it can be the
case that orders will arrive too late compared to this due date. We then need to add a penalty
function to the cost objective function in order to minimize the number of orders arriving too
late. With the tolls, it is possible to share the penalty costs by all orders who are causing the
lateness of the delayed orders.

Another improvement of our work can be the application of Value Of Time (VOT), when

regarding the fairness of solutions. In the transportation business, it is often the case that it
is more important for some customers to be served on time that for others, in other words,
some customers may allow lateness, while others will not. Then in order to keep customers
as satisfied as possible, it is more important to avoid lateness (in the case due dates are taken
into account) for customers who will not tolerate that. The VOT of those customers must be
set to a high value, such that the assignment of their customers to modes weight more heav-
ily.
The VOT can also be used to cover the problem in the case customers have different indi-
vidual objectives. This can be for example when some customers want the containers to be
transported as fast as possible, while other customers prefer the cheapest transport possible,
regardless of the travel time of those transportations. The Value Of Times of customers can
then be applied as weights in objective functions in order to satisfy all customers. Another
option is to group the customers per objective type, and for those groups of orders create con-
straints based on their demands, while the objective can be minimizing the tolls used, as in
our approach.

We worked on obtaining a UE solution is a deterministic network, so work has to be done
in order to apply UE on problems with both flexible infrastructure and uncertainties, such as
delays of modalities or delayed orders, and uncertain events.

Research can also be done concerning uncertain events (so dynamic incoming orders). As
mentioned before, orders tolls can be applied on those uncertain events, but for path tolls is
the first step to investigate how to calculate those path tolls. An option is to use historical
data of container-to-route assignment.

When we also need to plan the modalities in the network (so the schedules of the transporta-
tions are not known in advance), it can be possible to take the User Equilibrium into account
when making this planning. This can be done by creating the (tolled) cost schemes while
making the planning of all modalities.
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