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REGULARIZATION METHOD FOR STOCHASTIC MATHEMATICAL
PROGRAMS WITH COMPLEMENTARITY CONSTRAINTS*

Guil-HuA LiND2 AND MASAO FUKUSHIMA 2

Abstract. In this paper, we consider a class of stochastic mathematical programs with equilibrium
constraints (SMPECs) that has been discussed by Lin and Fukushima (2003). Based on a reformulation
given therein, we propose a regularization method for solving the problems. We show that, under a
weak condition, an accumulation point of the generated sequence is a feasible point of the original
problem. We also show that such an accumulation point is S-stationary to the problem under additional
assumptions.
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1. INTRODUCTION

Mathematical program with equilibrium constraints (MPEC) plays an important role in many fields such
as engineering design, economic equilibrium, multilevel game, and mathematical programming itself, and it
therefore has been receiving much attention in the optimization world, see the monograph [9]. Recently, a class
of more practical problems, called stochastic mathematical programs with equilibrium constraints (SMPECs),
has been studied [7,8,11]. It has been shown that many decision problems can be formulated as SMPECs in
practice. Moreover, SMPECs have also close connection with the well-known two-stage stochastic programs
with recourse [1, 6]. See [7,8] for more details.
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In this paper, assuming that the underlying sample space {2 is discrete and finite, i.e., Q@ = {w1,wa, -+ ,wr}
for some integer L > 0, we consider the here-and-now model [7,8] of SMPECs:

L
minimize f(z,y) + ZpedTZz
=1
subject to g(z,y) <0, h(z,y) =0,
y >0, Nex + Mpy+ qe+ 2¢ > 0, (1'1)

y? (New + Mey + qo + 2¢) = 0,
2>0, £=1,.-- L.

Here, the functions f : R*T™ — R, g : RPT™ — RS h: R — RS2 are all continuously differentiable, d € R™
is a constant vector with positive elements and, for each ¢, Ny := N(wy) € R™*" M, := M (wg) € R™*™, and
qe = q(wg) € R™ are given matrices and vectors associated with the random event wy, z¢ € R™ is a recourse
variable, p, denotes the probability of wy and is assumed to be positive throughout.

In the here-and-now model (1.1), x denotes the upper-level decision variable, y represents the lower-level
decision variable, and both the decisions z and y need to be made at once, before a random event is observed.
This is in contrast with the wait-and-see model as studied in [11], where the lower-level decision is made
after a random event is observed. It has been shown that many problems including the stochastic linear
complementarity problem can be formulated as this kind of here-and-now models [8]. However, it is well-known
that problem (1.1) does not satisfy a standard constraint qualification such as the linear independence constraint
qualification (LICQ) or the Mangasarian-Fromovitz constraint qualification (MFCQ) at any feasible point [3],
so that the conventional theory of nonlinear programming cannot be applied to this problem directly.

Based on some reformulations, a penalty approach has been proposed for solving problem (1.1) in [8]. In
addition, a smoothing implicit programming method incorporating a penalty technique has been suggested for
solving a similar problem in [7]. However, like the penalty methods in standard nonlinear programming, the
methods suggested in [7, 8] cannot ensure the feasibility of a limit point of a generated sequence in general.
In this paper, we will present a regularization method for problem (1.1) and show that, under a quite weak
condition, an accumulation point of the generated sequence is a feasible point of the original problem. We will
also establish global convergence to an S-stationary point of the problem under additional assumptions.

The following notations will be used in this paper: all vectors are regarded as column vectors and w[i] stands
for the ith element of vector w € R*, whereas for a matrix M, we denote by M[i] the column vector whose
elements consist of the ith row of M. For any vectors u and v of the same dimension, u_lv means u”v = 0.
Given a function F : % — R and a vector w € R, VF(w) denotes the transposed Jacobian of F at w and
Ir(w) := {i | Fi(w) = 0} stands for the active index set of F' at w. In addition, I and O denote the identity
matrix and the zero matrix of suitable dimension, respectively.

2. PRELIMINARIES AND REGULARIZATION METHOD

In this section, we propose a regularization method for problem (1.1). We first recall some basic concepts.
Since problem (1.1) is equivalent to the following ordinary MPEC (2.1), we will employ the same stationary
concepts as in the literature on MPECs:

minimize f(z,y) +d’z

subject to g(z,y) <0, h(z,y) =0,
y—Dy=0, 23>0, (2.1)
y>0, Nt 4+ My+q+2z>0,
y'(Nz+ My +q+z)=0,
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where y € Rz := (27, 2T)T € R and
pld I Ny M, O ¢
d=| |y D= N s M= : SCEN I (2.2)
pLd I NL O ML qr,

Suppose that (z*, y*,y*,z*) is a feasible point of problem (2.1).
Definition 2.1. We say (z*,y*,y*,z*) is a B-stationary point of the MPEC (2.1) if
Vi, y*)
vl 0 >0, Vv e T (" y",y",z%),
d
where 7 (z*,y*,y*,z") stands for the tangent cone of the feasible region of problem (2.1) at (z*,y*,y*,2").

Definition 2.2. We say (z*,y*,y*,2z*) is an S-stationary point of (2.1) if there exist multiplier vectors A, u, v,
a, (3, and - such that

fo(w:,y:) ng(x;y:) Vxh(w:,y:)
Vyf(g )| Vyg((:v) ) |y Vyh(g )|,
d o) 10,
OT o) o) NT
+ 7? )u g a— ?),@ J\?T v =0, (2.3)
0] I 0] I
0<A L (—g(="y%) =0, (24)
0<alz*>0, (2.5)
y' >0, (2.6)
y*[i] > 0= B[] =0, (2.7)
(Nz* + My* +q+2") >0, (2.8)
(Nz* + My*+q+2z")[i] >0=~[i] =0, (2.9)
Bli] >0, v[i] >0, VieZ*:={i| y'[i] =(Nz*+ My* +q+ z*)[i] = 0}. (2.10)

In the above definitions, B and S stand for Bouligand and strong, respectively. It is well-known [12] that any
S-stationary point of (2.1) must be a B-stationary point of problem (2.1).

Note that problem (2.1) is different from ordinary MPECs because of the existence of the special constraints
y — Dy = 0. This restriction makes the problem harder to deal with than ordinary MPECs. In order to look
for some effective methods for solving problem (1.1), some equivalent reformulations of problem (1.1) have been
introduced recently [8]. In particular, for any 2 € R",y € R, and each ¢, it has been shown that the set

Zo(x,y) := {ze

y ' (New + Moy + qo + 2¢) = 0
Nex + Myy+qe+202>0, 220

is nonempty if and only if

Qe(z,y) 5=SUP{—(U+ty)T(Nex+Mey+Qe) u+ty <d, u>0, tSO}



REGULARIZATION METHOD FOR SMPEC 255

is finite. Based on this observation, we obtain the model

L

minimize f(z,y) + Y _ peQe(x,y) (2.11)
=1
subject to g(z,y) <0, h(z,y) =0, y>0.

Furthermore, we have the following result.

Theorem 2.1 [8]. If (z*,y*) solves problem (2.11), then there exist z;,£ =1,--- , L, such that (z*,y*, 2, -,
z3) solves problem (1.1). Conversely, if (z*,y*, 27, ,2}) solves problem (1.1), then the point (z*,y*) solves
problem (2.11).

In what follows, we denote by F; and F» the feasible regions of problems (1.1) and (2.11), respectively. The
next result will be used later on.

Theorem 2.2 [8]. Suppose that (x,y) satisfies g(x,y) < 0,h(x,y) =0, andy > 0. Then the following statements
are equivalent:

(1) Qe(z,y) < 400 for every £ =1,---, L.

(ii) For any i and any ¢, there holds

yli)(Nex + Mey + qe)[i] < 0. (2.12)
(i1i) The point (x,y,z1, - ,25) with z¢ := max(—(Nyx + Myy + q¢), 0),£ =1,---, L, is a feasible point of
problem (1.1).

On the other hand, we note that, for every ¢, the function @, may be neither finite-valued nor differen-
tiable everywhere in general. We next introduce a smooth approximation of this function: Let € be a positive
parameter. For each ¢, we define the function Q§ : R x ™ — [0, 4+00) as follows:

€

QS(z,y) == max{ — (u+ty) " (New + Moy +0) = 5 + lul®) | utty<d uz0, t< o}. (2.13)

By the convex programming theory, any Karush-Kuhn-Tucker point of the problem

€

maximize —(u + ty)T (Nox + Moy + ) 5 (t + ||lul|?) (2.14)

subject to u+ty<d, uw>0, t<0

must be an optimal solution and, since € > 0, problem (2.14) indeed has a unique optimal solution. This implies
that the function @ is well-defined for each ¢. We next show that Q7 is differentiable everywhere. To this
end, let

6(x,y,u,t) =u+ ty - da
é(x,y,u,t) == —u,

é($7 Y, u, t) = t7
and define the Lagrangian for (2.14) as
€
LZ(% Yy, u, t7 Ca n, g) = (U’ + ty)T(Néx + ng + q@) + §(t2 + HU’HQ)
+C (@, y,u,t) + " &,y s ) + E6(x, g, u b).

Note that V%u’t)Lz(:E, y,u,t, ¢, n, &) =el.
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Lemma 2.1. For any (z,y) € R let up = u(x,y) and ty := t(z,y) be the unique optimal solution of
problem (2.14) and (o := ((x,y),ne := n(x,y), & = &(x,y) be the corresponding Lagrangian multiplier vectors.
Then,

(a) for any (u,t) € R™TL, there holds

(U” t)Tv%u,t)Lz(I) Y, Uy, t€7 C@a Ne, 5@)(”7 t) Z €|| (’LL, t)HQ’

(b) the linear independence constraint qualification is satisfied at (x,y,ue, te), that is, the set of vectors

{V(u,t)éi(%y,ue,te)y V (u,)Gi (T, Y, we, te), ViwyC(2,y, ue, te) | 1 € To(x,y,ue, te), j € Ié(%y,uz,tz)}

when ty =0, or

{v(u,t)éi(xayau€7t€)) v(u,t)éj(xayaueatE) ‘ 1€ Ié(xayau€7t€))j S Ié(xayau€7t€)}

when ty # 0, is linearly independent.

Proof. Tt is obvious that (a) holds. Moreover, since for any index set Z C {1,--- ,m}, the set of vectors

{v(u,t)éi(xayaueatE))v(u,t)éj(xayau@at€)7v(u,t)c(xayau€at€) ‘ 1C I7 j ¢ I}

must be linearly independent and, in addition, there always holds
Ié($, Y, Uy, t@) N IC(Ia Y, Uy, t@) = (Z)a

we see that (b) is true. O

Thus, by Theorem 2 in [5], page 130, we have the following result immediately (see also [2]).

Theorem 2.3. The functions u(zx,y),t(z,y), (z,y),n(x,y), and &£(x,y) given in Lemma 2.1 are well-defined
and continuous. Furthermore, the function Q§ defined by (2.18) is differentiable everywhere and

— N (ug + tey) > < 0 >
VQi(z,y) = £ - , 2.15
@il.y) <—M4T(Ue + tey) — te(Nex + Moy + qe) teCe (2.15)
where ug,ty, and (; are the same as in Lemma 2.1.

As a result, the problem

L

minimize  f(z,y) + Y peQi(x, y) (2.16)
=1

subject to g(z,y) <0, h(z,y) =0, y>0

is a smooth approximation of problem (2.11). We then have the following algorithm.
Algorithm RA:

Step 1. Choose ¢y > 0 and set k := 0.

Step 2. Solve problem (2.16) with € = ¢, to get a stationary point (z*,y*) and go to step 3.

Step 3. If a stopping rule is satisfied, then terminate. Otherwise, choose an €;1 € (0, €;) and return to step 2
with k =k + 1.

In what follows, we suppose that the sequence {¢;} is convergent to 0 and, for simplicity, we denote Qy* by Q’Z

for each k and ¢. Recall that F5 denotes the feasible region of problem (2.11), which is the same as that of

problem (2.16).
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3. CONVERGENCE ANALYSIS

We will investigate the limiting behavior of the sequence generated by Algorithm RA in this section. Our
first result is concerned with the feasibility of the limit point of the generated sequence, which can be stated as
follows.

Theorem 3.1. Let {(a*,y*)} be a sequence generated by Algorithm RA and suppose that {Q%(x*,y*)} is
bounded for each £. Then, for any accumulation point (z*,y*) of the sequence {(z*,y*)}, the vector (x*,y*,
25, ,21) is feasible to problem (1.1), where

zp = max(—(Nez™ + Mey™ + q), 0), ¢=1,---,L.

Proof. Assume without loss of generality that limy . (2*,y¥) = (2*,y*). It is obvious from the continuity of
the functions g and h that

Suppose that the assertion of the theorem does not hold. Then, by Theorem 2.2, there exist some ¢ and 7 such
that

y i) >0, (Nez™ + Mey™ + qe)fi] > 0.
Therefore, we can find a constant n > 0 and an integer kg > 0 such that
y*li] >, (NezP 4+ Moy® + qo)[i) >n,  Vk > ko. (3.1)
For any t < 0, we define u*(t) := ty*[i]le; — ty*. Since d > 0 and y* > 0 for each k, we have that, for any ¢ < 0,
uF(t) >0
and
uF () + ty® = tyFlile; <0 < d.

It then follows from the definition of Qé? that

Q" y*) = sup { — (WH(1) + ty*)" (Nea* + May® +e) = (8 + |l ]1?) | ¢ <0}

. . € .
sup { — [l (Nea* + Mey® + a0)lil = 21+ g liles — ") | ¢ <0},

By straightforward calculus, we can show that, for any k& > ko,

(y*[i] (Nex® + Moy* + q0)[i])?

2en(1 4 ||y*[ile; — y*|1?)
- n* (3.2)
% Se(1 + * (e — o) |

QF (2", y") >

where the second inequality follows from (3.1). Taking into account the fact that

lim [[y*[ile; — y*|| = ly*[ile; — y*[|, lim e =0,
k—oo k—o0
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we see from (3.2) that the sequence {Q¥(z*,y*)} is unbounded. This is a contradiction and hence there must
be some vectors z;,¢ =1,---, L, such that (z*,y*, 2{, - ,2}) is feasible to problem (1.1). This completes the
proof. O

The main convergence result can be stated as follows.

Theorem 3.2. Suppose that Algorithm RA generates a sequence {(z*,y*)} of stationary points of prob-
lems (2.16) and, for each k, (uf, k) is the corresponding unique optimal solution of problem (2.14) with € := €.
Assume that, for each £, both {Q%(z*,y*)} and {t¥} are bounded. Moreover, suppose that (x*,y*) is an accu-
mulation point of the sequence {(x*,y*)} such that the system

g9(z,y) <0, h(z,y) =0, y=>0 (3.3)
satisfies the MFCQ at (z*,y*), and let
zp = max(—(Nez™ + Mey™ + q), 0), £=1,---,L (3.4)
and
y o= () )N 2= (D D)D) (3.5)
Then (x*,y*,y*,2*) is an S-stationary point of problem (2.1).

Proof. Assume without loss of generality that limg ... (2*,3*) = (2*,y*). From Theorem 3.1, we have
(x*,y*, 2, - ,2;) € F1 and hence (%, y*,y*, z*) is a feasible point of (2.1). We next show that (z*,y*, y*,z*)
is S-stationary to problem (2.1), that is, there exist multiplier vectors A, u, v, e, 3, and - such that (2.3)—(2.10)
hold.

First of all, by the stationarity of (z*, y*) to (2.16), there exist Lagrange multiplier vectors a* € R*1,bF € R*2,
and c* € R™ such that

L

VI ") + ) peVQE(*,y*) + Vg(a*,y*)ak + Vit y* )bt~ ((;) ¢t =0, (3.6)
{=1

0< ak 1 (_g(xkayk)) =0, (37)

0<c L y*F>o0.
From (2.15), we can rewrite (3.6) as

L
— N[ (uf + thy*)
Vf(ak )+ ¢ \ug +1y
F"y) ;pe —MF (uf + thy*) — ty (Nea® + Mey* + qo + ¢F)

+ Vg(a*, y*)a* + Vh(z®, y* )" — (O> =0,
where ¢} := ((z", y*) and the function ((x,y) is defined as in Lemma 2.1. This condition is further equivalent to

0= V() + Vet o)t + TGyt ()

L 19, L NT
= et (T )i 4 atgt s ¢y = Y ) 4 ). @9
=1

=1
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We next prove that the sequences {a*}, {b*} and {c¥} are bounded. To this end, let

pr 1= Zak[i]+Z|bk[i]|+ch[i]. (3.10)

Suppose that at least one of the sequences {a*}, {b*} and {c¥} is unbounded. We then have limy_. ., px = +0o0
and, taking a subsequence if necessary, we may assume that the limits

k .
ali] = tm S o1 s,
k—oo Pk
- b*[i
bli] := lim ﬂ, i1=1,--+, 59,
k—oo pg
k .
ai] == lim i m
k—oo Pk

exist. It is clear from (3.10) that
S1 S2 _ m
alil + Y [plill +>_eli] = 1.
i=1 i=1 i=1
For each ¢, since {t§} is bounded and
0 <ubf <d-—thy", Vk,
we see that {uf} is bounded. Moreover, by the continuity of the functions given in Theorem 2.3, {¢}'} is also
bounded. Thus, dividing (3.9) by px and taking a limit, we get
* *\ = * *\ 7. O =
Vyg(x*,y*)a + Vh(z*,y*)b — I c=0.
Furthermore, taking (3.7) and (3.8) into account, we obtain @ > 0,¢ > 0, and
ali] =0, i¢Iy(z",y"),
il =0, i¢ZI(a%,y"),
where 7 : 7™ — R™ is given by 7(x,y) := y. It then follows that
S2 B
Soalil+ > pE+ Y il =1,
i€Z,(z*,y*) i=1 i€Lx(x*,y*)
a

[(]>0, eI, (z*y"),
il >0,  ieZp(a",y"),

and
I * * - N * * —Is 0
S diva)+ v - Y dil(l) o
i€Ty(z* y*) i=1 i€T (2% ,y*) ¢

This contradicts the assumption that the system (3.3) satisfies the MFCQ at (z*, y*) and hence all the sequences
{a*}, {b*}, and {c*} are bounded. Recall that {t}}, {uf}, and {¢}'} are also bounded for each .
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Now let us proceed to showing (2.3)—(2.10) step by step. First we show (2.3) and (2.4). Let

= a, (3.11)
uF = b, (3.12)
ayli] := pe(dfi] — ug[i] — t§y" i), (3.13)
‘ 1 ... ‘
ﬂé“ [i] := ch [i] + pet’Z(Ngxk + Myy® + g+ Cf)[z], (3.14)
v [i] == pe(ug[i] + t7y"[i)), (3.15)
Vi = BF + M{ vy, (3.16)
and
of T oG Z
oF gk = ¥ : U
aj 13 o) vy
Then (3.9) can be rewritten as
fo(fc’;vy’;) ng(x:,yl’:) Vxh(w’;y’“)
| Vi f(=F,yR) Vg (@™, y%) |k | Voh(z®,9%) | &
0= 0 + 0 A+ 0 o
d 0] O
O O 0] NT
-DT | Ol .k O | 4z 0 k
0] I 0] I

where d, D, N, and M are defined as in (2.2). Since all the multiplier vectors are bounded, without loss of
generality, we may assume that

A= lim A\, w= lim uk, v:= lim V¥,
k—o00 k—o0 k—o0
and
o= lim o, B := lim B*, ~ = lim ~*.
k—oo k—oo k—oo

Taking a limit in (3.17), we obtain (2.3) immediately. Moreover, we have (2.4) from (3.7) and (3.11) by letting
k — oo.

We next prove (2.5)—(2.10). To this end, we let
28 = max(—(Nyz® + Myy* + q0), 0), £=1,---,L (3.18)

and

ye= (W DT 2= ()T DT (3.19)
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Recall that, for each ¢ and each k, (uf,t¥) is a Karush-Kuhn-Tucker point of problem (2.14) with € = €. Thus,
the Lagrange multiplier vectors Cf, nf, and 55 satisfy

(Nex® + Moy® + qo) + exuy + ¢ —nf =0, (3.20)
(") (Nea® + Moy® + q0) + eth + (yF)TCF + &5 =0, (3.21)
0< ¢ L (d—up —ty*) >0, (3.22)
0<mnf Luf>0, (3.23)
0< & L (—th)>o. (3.24)

Moreover, for any index j with 1 < j < mL, there exist £ and i such that
1<(<L, 1<i<m, j={L-1)m+i. (3.25)

It is obvious that a* > 0 and zF > 0 from the definitions (3.13), (3.18) and (3.19) for every k. Taking a
limit, we obtain a > 0 and z* > 0. Suppose z*[j] > 0 and let ¢ and i satisfy (3.25). Then, since z;[i] > 0, it
follows from (3.4) that (Nex* + Mey* + q¢)[i] < 0. We then have from (3.20) and (3.23) that

¢l > ¢l — neli]
= —(Ngz® + Moy* + qo)[i] — erul[i]
— —(Nez™ + Mey™ + qo)]i]
> 0.

This implies that (f[i] > 0 when k is sufficiently large and so, by (3.22),
ug [i] + 5" [i] = d[i).

Therefore, we have from the definition (3.13) that a*[j] = af[i] = 0 for all k sufficiently large. By taking a
limit, we have a[j] = 0 and hence (2.5) holds.

It is easy to see that y* > 0. Suppose y*[j] > 0 and let £ and ¢ satisfy (3.25). Then, since y*[j] = y*[¢i] > 0, by
Theorem 2.2, there must hold (Nyz* + Myy* +q¢)[i] = 0. Moreover, we have y*[i] > 0 when k is sufficiently large.
Thus, it follows from (3.8) that ¢*[i] = 0 for all k sufficiently large. In addition, it follows from Theorem 2.3
that the sequences {¢}[i]} and {n}[i]} are bounded. Taking a subsequence if necessary, we may assume that
both the sequences are convergent. We claim that {¢}[i]} is convergent to 0. Otherwise, we have from (3.20)
that the limit of {n}[i]} must be positive. This means that, when k is sufficiently large, there holds nf[i] > 0
and so, by (3.23), uk[i] = 0. Therefore, we have that, when k is large sufficiently,

d[i] — ug[i] — tyy"[i]) = d[i] — t§y*[i] > dli] > 0

and hence, by (3.22), ¢¥[i] = 0. This is a contradiction. Hence, the sequence {¢}[i]} must be convergent to 0.
Thus, taking a limit in (3.14) and noting that {tf} is bounded, we obtain

Bl = lim B*j] = lim F7[i] = 0.

This shows (2.6) and (2.7).
It is easy to see that Nz* + My* 4+ q + z* > 0. Suppose (Nz* + My* +q+ z*)[j] > 0 and let £ and 4
satisfy (3.25). Then, since (Nex* + Moy* + qo + 2)[i] > 0, it follows from (3.4) that (Nya* + Mey* + q¢)[i] > 0
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and hence, by Theorem 2.2, y*[i] = 0. Moreover, we have from (3.20) and (3.22)—(3.23) that

neli] = (Nex® + Mey* + q0)[i]) + exuf[i] + ¢ [4]
(Nezk + Myy* + qo)[d]
(Nex™ + Mey™ + q0)[i]

2
=
> 0.

In consequence, n5[i] > 0 when k is sufficiently large and then, by (3.23), we have uf[i] = 0. Taking a limit
in (3.15) and noting that {tf} is bounded, we obtain

] = Jim y*[j] = lim 4[] =0
—00 k—oo

and hence (2.8) and (2.9) hold.
Let Z* be defined as in (2.10) and suppose j € Z*. Note that

ukli) >0, th<o0, c*lij>0,  Vk
and (Nz* + My* +q+ z*)[j] = 0 implies (Nea* + Myy* + q¢ + 2;)[i] = 0, where £ and ¢ satisfy (3.25), and
hence (Nyz* + Mey* + qo)[i] < 0 by (3.4). We first show that {n}[i]} is convergent to 0. Otherwise, without
loss of generality, we assume limy_,oc 75[i] > 0. It then follows from (3.23) that u}[i] = 0 holds for each k

sufficiently large. Since limg_oo y*[i] = 0 and {t§} is bounded, we have from (3.22) that (f[i] = 0 holds for
each k sufficiently large. Thus, by (3.20), we obtain

(New™ + Mey™ + go)li] = lim (Nea® + My® + qo)[i] = Jim ng’[i] > 0,

which is a contradiction. Therefore, the sequence {n%[i]} must be convergent to 0. Hence, (3.20) yields

klim (Nez® + Moy® + g0 + ¢)[i] = klim (ni[i] — exuf[i]) = 0.
We then have from (3.14)—(3.15) that

Blil = lim B;[i] > lim pet (Nea® + Mey" + qe + )] = 0

k—o0 k—o0
and
Y] = lim i) > lim pety"i) = 0.
k—o0 k—o0

This indicates that (2.10) holds.
Therefore, the multiplier vectors A, u, v, a, 3, and « indeed satisty conditions (2.3)—(2.10) and so (z*,y*,y*,
z*) is an S-stationary point of problem (2.1). This completes the proof of the theorem. O

From the proof of the above theorem, we see that, in Algorithm RA, problem (2.16) with € = ¢, is equivalent
to the mixed complementarity system consisting of (3.7)— (3.9) and (3.20)—(3.24), which may not be very difficult
to handle [4].
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4. PROBLEM WITH CONTINUOUS RANDOM VARIABLE

In this section, we consider the here-and-now problem

minimize f(z,y) + E,[d" 2(w)]

subject to g(z,y) <0, h(z,y) =0,
0<y L (N@)z+ M)y +q(w) + 2()) > 0, (4.1)
z(w) >0, VYweqQ,
xeR", yeR™, z(-) € C(N),

where w is a continuous random variable, Q := [a1,b1] X - -+ X [a,,b,] C RY, E,, means expectation with respect
to w € Q, and C(Q) is the family of continuous functions from 2 into ™. In addition, f,g, h,d are the same as
n(l1), N:Q— R™" M:Q — R and ¢: Q — R™ are all continuous. Without loss of generality, we
assume that Q :=[0,1]”. Let ¢ : Q — [0, 4+00) be the continuous probability density function.

We next employ a Monte Carlo method [10] for numerical integration to discretize problem (4.1). This method
utilizes a uniformly distributed infinite sequence Qs := {w1,ws, -+ } C Q, which is dense in Q. Therefore, the
following problem is an appropriate discrete approximation of problem (4.1): For a given integer L > 0 and a
given finite subset Qf, := {w1, -+ ,wr} C oo,

minimize f(z,y) L ZC we)dT z(we)

subject to g(z,y) <0, h(:c,y) =0, (4.2)
0<y Ll (Nwe)z+ Mwe)y+ q(we) + z(we)) >0,
z(wg) >0, £=1,---, L.

This problem has been discussed in the previous sections.

Suppose that (xL, yL 2E(wy), -+, 2% (wr)) is an optimal solution of problem (4.2) for each L and {(x,y%)}

converges to a point (z*,y*) as L — 4o00. Let us define
#L(wy) == max{ — (N (we)x® + M (we)y™ + q(wy)), 0}, (=1,---,L, (4.3)
(W) = max{ — (N)z* + M(w)y* + q(w)), o}, we Q. (4.4)

We then have

(st

where the equality follows from 4.3) and the 1nequahty follows from the feasibility of (z%,y%, 2% (wy), -,
2P(wr)) in (4.2). Thus, (z,y%, 25 (w1), -+, 2 (wr)) is also an optimal solution of problem (4.2). We next
show that (x*,y*) together w1th z*(+) is an optlmal solution of problem (4.1). Note that z*(-) € C(Q2) by (4.4).
Moreover, since §2 = [0, 1]”, any continuous function must be integrable on 2. In addition, it is well known that

M=

b«l»—‘

L 1
Z We dT L We)> — (f(:cL,yL) + Z

L
23 Cln)d” min { Nwo)r + My + gl + 24w, @)} >0,
£=

C(we)deL(we)>

~
[

1

L
lim %Z C(we) = | ¢((w)dw =1 (4.5)
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and, for any z(-) € C(f2),

L
. T T
nggof;_ (we)d* z(we) /C )d' z (4.6)

Theorem 4.1. The point (z*,y*) together with z*(-) is an optimal solution of (4.1).

Proof. First of all, we note that, since the sequence {w;} is dense in Q, and N(-), M(-), q(-) are all continuous,
(x*,y*,z*(+)) is feasible to problem (4.1). Let (z,y, z(-)) be an arbitrary feasible solution of (4.1). It is obvious

that (x,y,2(w1), -+, 2(wg)) is feasible to problem (4.2) for every L. Since (x¥,yr, zl(w1), -, 2% (wz)) is an

optimal solution of (4.2) as shown earlier, we have

L L
( Z )d7 " ))(f(x,y)+%2<(we)dTZ(wz)>

* % 1 * ~
< [f@* ") = FaP g+ 7 D0 Cwa) [T (2% (we) — 25 (wn) . (4.7)
It is easy to see from the definitions (4.3) and (4.4) that

0 (= w0) = 2 (w0) )| < |7 (N (@)@ —2") + Mo —v")|.

By the boundedness of the functions N(-) and M(-) and the sequence {+ 2521 C(we)}, we have

L—o0

L
lim Z; wp ‘d ( —Z (We))‘ =0. (4.8)
Thus, by letting L — +o00 in (4.7) and taking (4.6) and (4.8) into account, we obtain

£a9) + [ @) @) < fo) + [ ()i 2(w)d (®.9)
Q Q
which means
Fa*,y") + Bu[d" 2" (w)] < f(z,y) + Eu[d"2(w)].
This implies that the point (*, y*) together with z*(-) constitutes an optimal solution of problem (4.1). O

5. CONCLUSIONS

The SMPEC (1.1) has been discussed in [8] and a penalty approach has been proposed there. The main
difficulty with the two methods consists in the feasibility of a limit point of the generated sequence, which has
not been addressed completely. In this paper, based on a reformulation given in [8], we propose a regularization
method for solving the SMPEC (1.1). It has been shown that, under a weak condition, an accumulation point
of the generated sequence is a feasible point of the original problem. Global convergence to an S-stationary
point of the problem has also been established under some additional assumptions. However, we have to admit
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that, among those assumptions, the boundedness of {QF(z*,y*)} and {¢}'} is rather a restrictive assumption.
So far, we have been able to neither get rid of this assumption nor find useful sufficient conditions that ensure
it. It is a future subject of research to address these questions.
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