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Abstract

In this paper we consider resource allocation problem stated as a convex mini-
mization problem with linear constraints. To solve this problem, we use gradient and
accelerated gradient descent applied to the dual problem and prove the convergence
rate both for the primal iterates and the dual iterates. We obtain faster convergence
rates than the ones known in the literature. We also provide economic interpretation
for these two methods. This means that iterations of the algorithms naturally corre-
spond to the process of price and production adjustment in order to obtain the desired
production volume in the economy. Overall, we show how these actions of the economic
agents lead the whole system to the equilibrium.

1 Introduction

In this paper we consider a resource allocation problem in an economy consisting of dis-
tributed set of producers which are managed by a centralized price adjustment mechanism.
Our approach is based on the state-of-the-art convex optimization methods, i.e. we consider
the resource allocation as a convex optimization problem, solve it by first-order methods,
provide convergence analysis, and give an economic interpretation of the steps of these meth-
ods.

The problem of optimal resource allocation is to maximize producers’ aggregated profits
by sharing available resources. Popularized and advocated mainly in the monograph [1],
the mechanisms of decentralized resource allocation gained a lot of attention in economics
and operations research since then, see e.g. [3,/6,/10] and references therein. Each producer
seeks to minimize its own costs and, in total, all the producers need to produce a certain



amount of products. This problem can be cast as an optimization problem with the objective
corresponding to the aggregated cost function of all producers and constraints corresponding
to the condition for the necessary volume of production. We assume that constraints are
linear and separable. In this optimization problem, primal variables are production bundles
and dual variables represent prices of resources.

Solution of this optimization problem depends on the way, how agents in this economy
can exchange information with each other. One of the mechanisms is called Walrasian in
the literature [2]. This mechanism is an iterative process. At each iteration, some agents
formulate a supply for others. Further, the second agents, based on the supply, form the
optimal demand. Then, the first agents again form the optimal supply based on demand
and so on until the system comes to Walrasian equilibrium. In the economic literature,
this iterative process is called the Walrasian tatonnement. For simplicity, let us consider an
economy with only one good. We assume that there are some small producers and one big
consumer (Center). Each producer has its own cost function and this functions are unknown
to the Center. The Center sets a price for the good and producers provide the produced
quantity for this price. The goal of the Center is to iteratively find such a price that all the
factories produce the certain amount of good in total. This will be a Walrasian equilibrium
in the system. One example of such situation can be a centrally governed economic like in
USSR. The price set by the Center plays the role of control parameter of the system and
the goal is to provide production determined by plan. Another example could be farmers as
producers and some large retail company as the Center. Retail company knows the demand
for the good and sets the price so that the produced amount is equal to the demand. In the
literature, an iterative numerical algorithm, which corresponds to Walrasian mechanism is
based either on the dichotomy method (for one-product economy) [9] or the ellipsoid method
(for many-product economy) [6]. These algorithms are effective in the case when the amount
of producers are small.

In this paper, following [12|, we consider a different price adjustment mechanism. In
particular, we consider the resource allocation problem without centralized price control,
each producer setting up its own price for selling products to the Center. The Center knows
the amount which needs to be produced by all the producers in total, selects the most
advantageous offers (i.e. selects the offers with the best price) and tries to purchase the
product in the required volume. Producers adjust the volume of product and the prices,
based on the volume bought from them by the Center and the demand from the Center
for this particular factory. In their paper [12]|, the authors use dual subgradient method
with averaging as a numerical algorithm for this problem. The main advantage of their
algorithm is that they provide convergence rate for the whole primal-dual sequence unlike
the optimization literature which gives convergence rate for the running average. Their
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algorithm has optimal for convex nonsmooth optimization convergence rate O (%) , t being

the iteration counter. In contrast to [12], in this paper, under an additional assumption of
strongly convexity of the primal objective, we consider the dual optimization problem as
a composite minimization problem, meaning that the objective in the dual problem is a
sum of two functions a smooth and a simple non-smooth. We use gradient descent to
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obtain convergence rate O (;) and accelerated gradient descent to obtain convergence rate

1
O (t_z) .

The paper is organized as follows. In Section 2 we consider the primal problem and
describe its economical interpretation. In Section 3 we describe the method of subgradient
projection for the resource allocation problem and give the interpretation for the step. In
Section 4 we use composite gradient method for resource allocation problem and obtain

estimation for the convergence rate. In Section 5 we consider accelerated composite gradient
descent. And in Section 6 we show some experiments, that verify our theory.

2 Problem statement

In this section, we provide the statement of the resource allocation problem. For simplicity,
we start with a one-product economy. The case of many products will be considered in
Appendix. We assume that there is a Center and n producers which produce one product.
Each producer has its own cost function fi(xx), & = 1, ... ,n representing the total cost
of production of a volume z, € R — the volume of product produced by the producer k
in one year. Since the producers are independent, the cost functions of the producers are
unknown to the Center, and each producer knows only its own cost function. Each producer
is also entitled to set its own price for product, but the price does not affect the quality
of the product, i.e. all producers produce the same product, only at different prices. The
Center buys product from the producers and chooses its strategy in such a way that the
total production volume per year by all producers is not less than C'. To do so, the Center
needs to find y; - the volume of product which is purchased from the producer k. Then, each
producer produces at least the volume 13 of the product, and the goal of the system is to
minimize the total cost of production. Thus, we consider the following resource allocation
problem

(P) . min F&) = filzw),
k; ye=C, T 2yk; k=1

yk>_07 x, 20, kzl) sy Ty

where cost functions fi(xx) , k=1, ..., n are increasing and p-strongly convex, i.e.
V(@) > p Ve >0, k=1,...,n.

Remark 1. We point that, from the optimization point of view the variables yx, £k =1,...,n
are not necessary. We introduce them in order to the constructed dual problem and primal-
dual method for solving the primal-dual pair of problems has an economic interpretation.
The reformulation (P) is one of our contributions.

Remark 2. Assumption of strong convexity of functions fi(xx), & = 1, ... ,n holds, for
example, when these functions are twice continuously differentiable and have positive second
derivative. Economically this means that the production cost grows faster than the volume
of the production. In other words, the production cost of a new unit of volume grows as



the volume of production grows. For example, this happens for Agriculture. If the producer
grows wheat, then the more he wants to produce from one hectare, the more he should invest
in fertilizers, chemicals from pests, or even genetic technology. For a factory the producer
has to invest more and more in more advanced facilities such as robots, production machines,
etce.

Introducing dual variables p, kK = 1,...,n and using the duality theory, we obtain

min f(x) = min {f(x) + Z g;g%(pk(yk — xk:)}
k=1

kZ: Y20, Tk 2Yk, Yr20; kZijl yr=C Yy 20;
B 20, k=1,...,n ac;>0, k=1,...,n
n n
= — min {Z max(prrr — fr(Tr)) — min Zpkyk}
P1y -y Pn 20 20 n
k=1 k; ye2C5 Y20 k=1
[yp. = C, where k* = arg mkinpk and y; = 0 for k # k*]
n
= — min ma e — fu(zr)) — C min }
m,u.,pn>o{ — max(pere — filw)) —C in_py
n
=— min {Z {pkﬁk(pk) - fk(ﬁk(z?k))} —C min pk}7
P1, -y Pn =0 — k=1,...,n
where
rr(pr) = argmax {Pkl‘k - fk(xk)}a k=12, ..., n (1)
TR

Then the dual problem (up to a sign) has the following form

n

(D) #r ) = 2 {paenpe) = fulaup) | — € min p— min

=1,..,n D1y ey Pn20.
k=1 "

Note that, the Slater’s constraint qualification condition holds for the primal problem
(P). Thus, the strong duality holds and both the primal problem (P) and the dual problem
(D) have solutions. Throughout the paper, we solve the dual problem by different first-order
methods, interpret the steps of these methods and show, how the primal variables xy, y,
k =1,...,n can be reconstructed. We point that primal-dual gradient methods [4,5,8| are
not applicable here since the dual problem (D) is a composite optimization problem.

3 Subgradient descent

For the sake of completeness, in this section, we consider dual problem (D) as a non-smooth
optimization problem and apply subgradient method to solve it with the rate O(1/v/t). We
also provide an economic interpretation of the numerical procedure based on subgradient
method. The material of this section is not new and mostly follows [9], but we include it to
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be able to compare, in the next sections, its convergence rate and interpretation with faster
approaches based on composite gradient descent.
To solve the problem (D), we use the projected subgradient method with the step given

by
p = [p' —hg(p")], , (2)

where h is the stepsize, which we determine later. The subgradient of the objective function
in the dual problem (D) can be written in the following form

9(p1; -+, pn) = x(p) — CA(p), (3)

where x(p) = (z1(p1), -+, Za(pa)) T, AP) = Mi(p1), -+, Anlpn))” ande Ak(pk) =1, Ak(pr) 2
-1
0if £ € Argminp; and A\y(px) = 0, if & ¢ Arg minp;. Note that here and below

j=1,...,n 7j=1,..,n
g(p1, ..., pn) € Op(p1, ..., pn) is an arbitrary subgradient, i.e. an arbitrary element of

the convex compact set — subdifferential.

General projected subgradient method

Input: h — stepsize, p® — starting point.
1. Set pi, k=1, ..., n and calculate

zx(p),) = argmax {p}ixk - fk(xk)}, k=1,2, ..., n

x>0

2. Form a vector A\(p') as X' = (AL, ..., A)T) where >> AL = 1 and if
k=1

k € Arg minp}, then A} > 0, otherwise, if & ¢ Arg min p}, then A} =0
7j=1,..,n 7j=1,..,n

3. Do the step

pt = (p' = hg(pls - 00)),

where
gy, -5 ph) = x(p") — CA(p").

Next, we discuss the economic interpretation of the steps of the subgradient method.
First of all, CAx(p’) can be seen as the volume the Center intends to purchase from the k-th
producer on t iteration. Indeed, the dual variable p corresponds to the vector of prices set
by the producers and non-zero components of the vector A can correspond only to those



producers, who have minimal price. Since Y/ ).} awminp, M = 1 and all A} are non-
=1: j
j=1,...,n
negative, A, for k € Arg minp; can be seen as the relative proportions of purchase form
j=1,..,n

the producers having minimal price. Thus, C'\,(p’) can be seen as the volume the Center
intends to purchase from the k-th producer on ¢ iteration.

Further, each k-th component of the subgradient can be interpreted as the difference
between the production xy(py) of the k-th factory and the volume CAj of the Center’s
demand for this factory. For some factories, for which C\; is positive, it can happen that
zk(pr) — CAL < 0. This is a signal for the k-th producer that the demand exceeds the supply
and the k-th price can be increased together with the increase of the produced volume.

Finally, the subgradient step is the production adjustment steps for each producer, i.e.
each producer counts how much its production differs from the desired volume of the Center’s
purchase from this producer this year. If the Center does not want to buy anything from the
producer or buys less than it produced, then the producer lowers the price. If the Center is
ready to buy more than the producer produced, the producer raises the price. In the case
of equality, the producer does not change anything.

As a result the policy for the Center and producers is as follows.

Subgradient method for the resource allocation

Input: € > 0 — accuracy, p® — starting point.

1. Set the stepsize h = —&5.

2. Given the price vector p' for the current year, producers calculate the

optimal production plan for these prices as

xk(pl;{?) = argmax {pixk - fk(m;)}, k=1,2,...,n.

x>0
and communicates this information to the Center.

3. The Center determines the shares of purchases for each producer, i.e.

forms a vector A\(p') as At = (X!, ..., A)T) where ST AL =1, AL > 0 if
k=1

k € Arg minp} and A\, = 0, if k& ¢ Arg minp and sends this vector to

Jj=1,..,n Jj=1,..,n
all factories.

4. Each factory adjusts the price for the next year as follows

p = (p' = h(x(p") — OA(P"))), -




To state the convergence rate result, we need introduce an upper bound for the optimal
value of the prices.

Lemma 1. Let the p* be a solution to the dual problem (D). Then

||p*||2 < \/ﬁpmam (5)

where
s = (kg w30 - ;; fk<0>> . ©)

The proof of this lemma is deferred to the Appendix.
Then, we can formulate the following theorem about convergence rate

Theorem 1 ( [9]). Let Algorithm be run with starting point p° satisfying 0 < p? <
Pmaz kzl, ...,nfor
N = [%w
£

steps. Then

1 N-1
where xV = N > x(ph)
=0

Note that the number of iterations N to achieve accuracy ¢ is very large. To improve
the number of iterations, in the following sections we consider the methods based on the
composite optimization approach.

4 Composite gradient method for the resource allocation
problem

In this section we consider a non-accelerated composite gradient method to solve the dual
problem (D), including its interpretation and convergence rate estimate. The problem (D)
can be rewritten as

©(P1s -y ) = (1, -, Do) F 9015 -, PR,

where
n

G, o) = 3 {pran () = Su(npe) b = (b x(0) = [(x(p)) (®)

k=1

is convex function. Gradient of this function

Vi (p) = x(p), (9)



satisfies Lipschitz condition (see e.g. [11])
IVe(p') = Ve (p*)ll2 < Lyflp' — p*[l2, ¥p',p* >0, (10)

where Ly, = L (see e.g. |9]) and
i

g(p17 t pn) = _Ck_min Dk

=1,...,n

is convex non smooth function. The idea is to use first-order information about v and use
the function g as a whole, see the main projected gradient step . This allows the method
to work in accordance with the smoothness properties of 1, i.e. be faster since 1 is smooth.
The price is that the step has to be simple enough. The next lemma shows that this is
indeed the case and the solution can be found explicitly.

General composite projected gradient method

Input: N > 0 — number of steps, Ly — Lipschitz constant of gradient 1, p’ —
starting point.

1. Find
na(pl) = axgmax {phoe — fulm)}, k=12, ..., n.

:Ek}()
2. Do the step
t+1 . t t . Lw t]12
p" = argmin § (V/(p'),p —p') = C' min po+—=[lp—p'lz . (11)

p=0

1
Lemma 2. Let pi™! = p! — L—X(pt). Then p'™ in (1)) is defined as follows
P

t+1 _ t+1 st _
Pp = max (pcenter, Dy ) , k=1,...,n,

n C
where if - (=p}") . > — than p),., = 0, else p’i,.,. > 0 is a solution of equation
k=1

+ 7L »
= C
t+1 41\
Z (pcenter — DPi >+ - L_I,ll
k=1
The proof of Lemma can be found in Appendix. Note that the step can be rewritten
as
1
pl = { - xE) O] (12)
¥ +



where \(p'*!) is such that z M) =1, M) > 0ifk € Arg mlnp“rl and A\, (pith) =

Jj=1,...,n

0, if £ ¢ Arg min pj . ThlS equahty looks very similar to equality (2] .
Jj=1,...,n

4.1 Composite gradient method for the resource allocation problem

In this subsection, we apply general projected gradient method to the resource allocation
problem and give its interpretation, i.e. describe the strategy of the Center and producers,
and state the convergence rate theorem for this method. First of all, from (10)), since Vi)(p) =
x(p), the constant L,, determines the relation between prices p and production x(p), i.e. says,
what is the maximum change in the production if the price changes. From Lemma [2] each
year t the Center, knowing the prices and production of each producer, forms a prediction

]52“ = ph — —x(ph,) for the lowest possible producers’ prices vector for the next year. After

Ly

that, the goal of the Center is to set its purchase price plL., to satisfy the total demand
C. To explain, how it is done, let us look at , which looks very similar to . The
key difference is that in A depends on the unknown price vector p’fjl, resulting in the
implicit definition of this price vector as a solution to nonlinear equation. But, CA(p'*?) is
still an estimate of the purchase from each producer for the next year and the Center chooses
to buy only from the producers having the lowest price. By Lemma , the solution of
can be written as

C
i+l = | Bttt 4 L_)\(pt—i-l) 7
¥ +
where I
¢ ~
)\ <p2+1) O (pi—c;}ter p2+1)+'
Thus, the estimate for the purchase from the k-th producer is Ly (pifner — ) Lo de df
t+1

the predicted price p}' is higher than pl}.,.., there will be no purchase from this producer.
t+1

Agaln by Lemma [2 I, 2, if for the smallest possible price p ., = 0, the total purchased amount
Ly Z (-5 , is greater than C', the Center sets its price pitl = 0. Otherwise, it deter-

center

center p center

mines such price pitl_ that the total estimated purchase Ly, ( il p}i“) is exactly
k=1

C. Having defined p!l},.,, the Center informs the producers about this price.

From the perspective of the producer, similarly to section 3], each producer &, knowing the
price pl, for the current year ¢, determines the optimal production plan zx(p}) for this price
and reports the price and production to the Center. After receiving p’tl . from the center,
each producer adjusts its price p}tfl for the next year as ]DtJrl = max (pi:,}ter, ]52“). This
means that the lowest possible price ptJrl is compared to the Center’s price. If p/tL > p}i“,
the producer can increase the price up to pt!  and the Center will buy. On the other hand,
if i, < P!, there is no sense for the producer to sell at the price p’!),., and have a loss.

We summarize the strategies of the Center and producers in Algorithm ((13]).



Note that at equilibrium the Center will purchase from all producers and its price will
be constant at all iterations. That is, all producers will be able to set a minimum price for
the next year so that the Center buys from them the optimal volume.

Composite gradient method for the resource allocation

Input: N > 0 — number of steps, L, — Lipschitz constant of gradient 1,
p’ — starting point.

1. Knowing the prices pt, k =1, ..., n for the current year ¢, produc-
ers calculate the optimal plan for the production according these
prices

zx(p),) = argmax {P}iﬂﬁk — fk($k)}, k=1,2,...,n.

=0

2. The Center forms a prediction for the lowest possible producers’
prices vector for the next year

(13)

B 1
it =) — L—xk(pZ), k=12, ..., n.
P

3. The Center determines the price p.L.. at which it will purchase

product for the next year ¢ + 1 and sends this price to all factories.

n C
o If E (_ﬁ?rl)Jr 2 L_ then pi:nlter = 07
k=1 P

e Else ptl > 0 and solves equation
n
C
1 ~t41
Z (pijnter - p?— )+ = L_
k=1 ¥

4. Each producer adjusts the price for the next year as follows

1 _ 1l _
P, = = max (pcenter, Dy ) , k=1,...,n.

Theorem 2. Let Algorithm be run for N steps with starting point p” satisfying 0 < p? <

10



Pmazs k=1, ..., n, where p,,q, is given in @ Then
N * N * N N 82p3nazn2
fED) = =) < fEY) o) <o)+ fEY) < — 55—,

Np
C - o S —v
> ez
= +

1 N 1 N=1
where p"V = N let and xVV = N Zo x(p).
t= t=

The proof of this theorem is deferred to the Appendix.
Let us make a remark on the complexity of this procedure. Assume that we want to solve
problem (P) with accuracy ¢ in the following sense

f(XN) f( <€, C— Zl’k X

(14)

To solve this problem, we consider the dual problem (D), and solve it by the composite

gradient method starting with p® satisfying 0 < p? < praz, £ = 1, ..., n, where pya, is
given in @

892 2 2

Theorem [2| states that Algorithm will find the solution no later than after N = SPmaa™

el
1terations.

5 Accelerated composite gradient method for the resource
allocation problem

In this section we use accelerated composite gradient method to solve the resource allocation
problem. Accelerated algorithm allows to improve the convergence rate in comparison to
previous section.

We can rewrite [17] step as follows

. 3 1
N argmm {Oth (<Vw ("), p — pt+1> — Ck:Hlllnnpk> + §HP - YtHg}

1
P p—p) O max ( pk)+—\lp—ytH§}

= argrmn{

p=0 20041
_ 1 t t+1 2
= argironn{krgla} * Can ||p (v" — arax(p™) II5 ¢ -

Define 7! = y* — a1 x(p'*?!) and then, using Lemma 2] we obtain the following solution:

center

Z (- ~Hl) > Cayyq then ¢t =0 and
Yyt =max (0, 5,7, k=1,...,n

11



e Else 'L > 0is determined from

n

Z t+1 ~tp1\

(ycenter — Y )+ - Cat+1
k=1
and
+1 t+1 ~t+1 .
Y, = max (ycem”7 Uy ) ,k=1,...,n.

Accelerated composite gradient descent scheme

Input: N > 0 — number of steps, L, — Lipschitz constant of gradient ¢, p°, y*, w°

— starting points, ag = Ag = 0.
1. Find oy as the largest root of the equation

At+1 = At + iy = Lwafﬂ. (15)

2. Calculate . .
t+1 _ Q1Y + Apw
Ay '

3. Calculate
| 1
y+t = anguin { s (V00900 ~p) +9(0) + 30 - yIE} . (7
p=

4. Calculate il .
1 oy A Ay

— 18
i (18)
5. Set
t+1 1 - ( 1) at+1$(PtH)+AtXt
X = E ;X = )
A P P A

We apply this general method to the resource allocation problem. Let us make some
remarks on the interpretation.

Note that in the non-accelerated method we have fixed L, which we interpreted as the
expectation of the Center on how the amount of production (of any producer) changes, if
the purchase price is changed by one. This was the upper bound for this value. In the
accelerated method this role is played by «;, which is adjusted on each iteration and allows
to have faster convergence. Vector w'™' can be interpreted as an average of the historical
price data y', ¢ > 0. As we prove in next theorem, w'™ is a good approximation for the

12



solution of the dual problem. This price can give a hint to each producer on the value of
the predicted price for the next period. Thus, this average historical price is combined with
the prediction price y* from the previous period to form p!™!. Then the optimal production
plan is calculated and, similarly to the non-accelerated method, producers predict the price
for next year 7! and communicate it to the Center. After getting from the Center 3'1L .
each producer adjust the prediction price for the next year.

Theorem 3. Let Algorithm be run for N steps with starting points p® = y° = w
satisfying 0 < p? < Pmaz, k=1, ..., n, where p,q, is given in @ Then

14810° D

FEY) = f&) < SED) + o) <o) + f(xY) < [CEST

148n Rpmw
¢- Zx’“] 5(N +1)2u

where xV Z ax(p")

The proof of thls theorem mostly follows the steps of the Theorem [2| in the previous
section, but we give all steps for the reader’s convenience in Appendix.

6 Numerical experiments

In this section we compare and verify the algorithms presented in the paper. All the algo-
rithms were implemented in the programming language Python.

Firstly, we compare composite projected gradient method and accelerated composite
gradient descent on a simple problem. We assume that there are 100 local producers of some
long-living product, for example, wood. All this producers sell it to pulp and paper company
(Center). Center needs to buy 10000 tons of wood. Each local producer has the following
cost function:

ga;z, k=1,...,100, (19)

where «y, is the different local costs of production and transportation for each producer,
is the costs of production that depends on technology and risks, that’s why the same for
producers. We consider this problem with random «y € N[100;400], x = 2. Next in graphics
the left side will be experiments for one start with random « and the right side will be the
mean of 20 random starts. The practical convergence rate for the objective value of the dual
problem (D) is shown in log scale in fig. |1l The convergence rate for the constraint feasibility
is shown in log scale in fig. 2] The convergence rate for the value of the duality gap is shown
in log scale in fig. [3

fe(xr) = i +
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Accelerated composite gradient descent for the resource allocation

Input: N > 0~ number of steps, Ly Lipschitz constant of gradient v, p® = y° = w°

— starting point.

1. In the current year ¢ producers find oy, as the largest root of the equation

At+1 = At + A1 = LwOé?+1.

2. All producers calculate the average price p'™! as the following convex combi-

nation . .
tr1 Gy + Ay

i =
A

and calculate the optimal plan for the production according to this price as

,k=1,....n

xk(pz’_l) = argmax {pz’_lxk’ - fk('rk)}7 k= 1a 27 ey

x>0

3. Each producer predicts the price for the next year ¢t + 1 as

gltg+1 = y]l; - at+1xk(pt+1)7 k = 17 N

and sends this information to the Center.

t+1

center at which it will purchase

4. The Center determines the prediction price y
product for the next year ¢t + 1 as

o If 1;1 (—gj};“)+ > Caygq then yitL =0

enter

t+1

center > 0 and is determined from

e Else y

n

t+1 ~t+1 o
§ (ycenter — Y )+ - Oat-l-l’
k=1

and sends this price to all producers.
5. Each producer adjusts the prediction price for the next year as
yltjl = max (yﬁjnlm, yj,t:’l) L k=1,...,n.

and calculates the historical price for for the next year

t+1 t
1 ey, + Aaoy

Uk At

, k=1,... ,n.

(20)
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Figure 1: Projected gradient vs Accelerated gradient descent, 100 factories, cost func-
tions , Dual value in log scale, 1 run and mean of 20 run
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Figure 2: Projected gradient vs Accelerated gradient descent, 100 factories, cost func-
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Figure 3: Projected gradient vs Accelerated gradient descent, 100 factories, cost func-
tions , Value of duality gap in log scale, 1 run and mean of 20 run

From the plots we can see that both methods work well. Projected gradient is monotone
and converges in accordance with theoretical convergence rates. Accelerated gradient descent
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is non-monotone, faster than projected gradient and converges in accordance with theoretical
convergence rates.

Secondly, we consider, how the results depend on the strong convexity parameter p. For
that, we consider functions with o € N[100;400] and p € {1,5,25,125}. We make 20
runs with random « and show the mean of this runs. Next in graphics the left side will be
experiments for Projected gradient and the right side will be experiments for Accelerated
gradient descent. The practical convergence rate for the objective value of the dual problem
(D) is shown in log scale in fig. 4] The convergence rate for the constraint feasibility is shown
in log scale in fig. [ The convergence rate for the value of the duality gap is shown in log
scale in fig. [0]
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Figure 4: Projected gradient vs Accelerated gradient descent, 100 factories, cost func-
tions , Dual value in log scale, mean of 20 run

Projected gradient Accelerated gradient descent

| | |
o N o g
o kS N o

|
o
(=

Log-decrease of constraint error

Log-decrease of constraint error

0 1000 2000 3000 4000 5000 0 1000 2000 3000 4000 5000
Number of iteration Number of iteration

Figure 5: Projected gradient vs Accelerated gradient descent, 100 factories, cost func-
tions , Inexactness of constraints in log scale, mean of 20 run
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Figure 6: Projected gradient vs Accelerated gradient descent, 100 factories, cost func-
tions , Duality gap value in log scale, mean of 20 run

These plots show that the theoretical dependence on p in both theorems is correct and
occurs in practice.

Conclusion

In this paper, we considered the resource allocation problem as a convex optimization prob-
lem. To solve this problem, we use and interpret gradient and accelerated gradient descent
applied to the special variant of dual problem. We obtain the convergence rate both for
the primal iterates and the dual iterates. We obtain faster convergence rates than the ones
known in the literature (for interpretable methods) and generalize our methods for the case
of multiple producers and products.
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7 Appendix

Proof of Lemma [1l

C C
Set 71 = ... =T, = — and g3 = ... =y, = —. And define x = (74, ..., :Z’n)T and
n n
¥ = (Y1, ..., Un)". Notice that the point (XT, ’T)T satisfies the Slater’s condition as
2C _ C
— = >Pp=—, k=1, ..., n.
n n
Because the cost functions fi(zx), k£ = 1, ..., n are increasing due to the economic inter-
pretation, we obtain
n n
D_S0) = min > fi(w)
k=1 > uk2C, yi 20, k=1
k=1
z, 20, k=1,...,n
n n
= min Julew) + D (ye — xn) pr
2 vk, k=1 k=1 -0
or>0, k=1,.
n n
Smax - omin {Z felwe) + ) (yr — xk)pk}
Pz Z Y620, yx>0, k=1 k=1
ack>0 k=1,.
n
= {ka zy) + (k—xk)pZ}
2 yr2C, yr 20, k=1
>0, k
n n
< ka(fk) + > (U — k) 1y
k=1 k=1
n n
_ C .
< fi(@y) — — k
n
k=1 k
Since p; > 0, k=1, ..., n we obtain that
Hp*Hl < Pmaz

where
n [ 2C -
= & (30 (2) -3 0).
k=1 k=1
And since that we obtain the upper bound for each component
Pr < Pmazs K=1,...,1n
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from which we obtain the statement of the Lemma. O
Proof of Lemma [2l
Using , we can rewrite the step as

pt“:argmin{C max (—pk) + (x(p"),p — P>+—<||P||2_2<P p') +[Ip'll3 )}

p>0

ceay

: L 2
= argmin {c max (=) + =5 (Bl =2 (o) + 7 (x(6).p = p) + ||ptr|§)}

p=0 k=1,...,
_ : Ly t 1 t 2
—argnin { max (=) + 550~ (¢~ 2569 18]

C
Let us define v = T Then to determine p?™ it is necessary to solve the following problem
P

1 pit+l .
Jnax (—pg) + lep 15— Joomin
which we can rewrite as the following equivalent problem

min

~t+1 H2
Ne+1<0, Me412—pg, k=1,..n

M1+ _HP P

where 7,41 € R. The Lagrangian is

L(p, e+1,2,w) = 41 + —HP p5 + sz Pk = Net1) + Wt
k=1

with dual variable z € R} and w € Ry. Let (p*,n;,,,z",w") be a solution, then the
optimality conditions are:

Pe S M k=1,..., (21)
220 k=1,..., (22)
ikt ) =0k=1....n (23)

1 * ~ *
;(pk ) —2i=0,k=1,...,n (24)

k=1
W, =0 (26)
w* =0 (27)
UNERN (28)

o If yf,, = 0.
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— If nf; = —pj = 0, then from and obtain, that

L1, 1,
2= ;(—pi;“) = ;(—Pi“ﬁ- (29)

— If pj > —n;,; = 0 then from and
~t41

21:207 pz:pk

Also since in this case pj, > 0, then pL™ > 0. And using this we obtain
* _ 1 ~t+1
2, =0= ;(—pk )+ (30)

Then, using , , and obtain, that

> =R = 4w =y
k=1

n

As a result, we obtain that for Y (—pi™'); > v the case then nf,; = 0 and solution
k=1

determines as

Py = max{(),ﬁffl )

o If n;,; <O then w* = 0.
— If pj = —n;,, then from obtain
* 1 * ~;
e = 5(_77t+1 — B )+ (31)

— If p; > —n/,, then from and we obtain that z; = 0, p; = pi"'. Also
since in this case p; ' = p; > —n;,,, then

* 1 * ~
zp=0= 5(_7715—&-1 —p2+1)+. (32)

Finally using (31, and obtain that

Z<_77:+1 - ﬁjl)Jr =7

k=1
and solution determines as

* * ~t+1
Pr = maX{_ntJrla Py
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So, define p.tL., = —n; '+, we finishes the proof.
Proof of Theorem [2l

Let’s consider the step

seey

p't :argirgin{<v¢( P — p> C I{HH pk+_||P PHQ}
p=

The function ®(p,p’) is convex with respect to the variable p, then from the definition of
p'*! follows that

(Vprr1®@(p'™,p"),p—p"*') >0, ¥p > 0.
Define function

(33)
®(p,p') = (Ve(p"),p—p') — C min

Ok:I{linnpk = <V¢(pt),P — Pt> +9(p),

which is convex with respect to the variable p. From we obtain

0< <V t+1®(pt+1,pt),p - pt+1> = <th+1ci>(pt+1,pt) + Lw(ptJrl — pt),p pt+1>

conv—ty . ~
< O(p,p') — PP PY) + Ly (p

—pp—p*).
Notice, that

(34)

Ly (p* =pp—p™) = Ly (p"',p) + Ly (P, pt“> — Ly <pt+1, p ™) — Ly (p',p)
L

=5 (p.p) = Ly (p'.p) + w (p',p') —

Ly ey L e ey

— (p,p) + Ly (p,p""")

77” (0" p") + Ly (o', p")
L L
=Pl =Sl — et

L
L P )
Substituting this inequality to (34)), we obtain

reu

0< @(p,p") — 2(p',p) +

L L

iy e2 . Hog L 12 HYg e+l
5 lp =Pl 5 lp—p" 3 5 Ip
= (Vy(p"),p—p') +9(p) — (Vu(p"),p"*" — p")

L
= llp =P~ Il

-3
L

— g™+ %Hp —p'|3

-3

Finally, since (10]) we can rewrite as

(') < v + (Ve (p?),p' —p°) + Twllp1 —p?[)3, ¥p', p* = 0 (36)
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we obtain that
1y t V(o). o — ot ot ﬂ _ t2_ﬁ _tFL2
V(™) <Y + (Vo). p—p') +9(p) — gp )+ 5l =Pl — 5 lp =22
or
t+1) t V(o). o — o) — a(pt ﬂ _t2_ﬂ _AtFL2
e(@™) < @) + (Vi(p"),p —p') — g(p") + g(p) + 5 P =Pz =5 llp =Pl

Summing these inequalities from ¢ = 0 to t = N — 1 we get, using the convexity of ¢ and
that it is true for all p > 0

p(p") < %min {i [(@") + (Ve(p'),p — p") — 9(p")] + 9(p) + %Hp - p°||§} ., (37)

1 N
where pV = N >"p'. Let us define the starting point p® satisfying 0 < pY < poae, k =
t=1

1, ..., n, where p,,q. is given in @ Then we obtain that

||p0||2 < \/ﬁpmax'

Let us introduce a set

Bi(0)={p : p>0, |[p—p°||, <3R},

where

o Pz < 20P°llz2 + Ip7ll2 = 3pmeav/n = R, (38)

herewith all the obtaining p* will consist in Byx(0) :

Hpo—p*

Ip'll2 < 2R, (39)
since (second paragraph [7])

Ip" —p*ll2 + [[p* — 2°ll2 + [[P°ll2
2|p* = p°ll2 + IP°l2 = 2lIp*[l2 + 3IIP°ll2 = 5Pmasv/t < 2R.

Since that we can rewrite as

IP*ll2 = [[p" = ll2 + [IP"]> <
<

p(p™) < % min { " [ole) + (Voo p— o) — 96" + 9(p) + %Hp - p°||§}

<~ min { - [w(pt)+<Vw(pt)7p—pt>]+9(p)+%||p—p°|!§}-
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Notice that the minimum is taken over the set Bj(0) = Bin(p°) and not over the set
B3 (p*), since the p* is not known and, according to the definition of R, p* € B}, (p°). Define

b = argmin {Z +(Ve(p'),p—p)] + g(p)}

p€B3R( ) t

then, since
20 _ 164

R2
9 9

15— p°lI2 < 2[Bll2 + 2[[p"ll < 18R* +

we obtain

=

1 -1

L
p(p") < Nper;gin(o){ [V (p") + (Ve (p'),p — p")] +g(p)+7pr—poH§}

t=0

1 N-1 .
S N penio {; [¥(p") + (VY (p'),p — p')] + g(p)} + 5B =PI
< 1 . N-1 . v . : 82L1/,R2
= N pebio) | - [0 (") +(Ve®).p =) +9(p) ¢ + .

9N

Il
=)

Notice, that

- %perl%gl(o) { t=0 [%U(pt) + <v¢(pt)»P - pt>] + g(P)}

— % max { (x(p"),p' —p) + ka(xk(pt)) _ <X(pt)7pt>] B g(p)}
PEBIR(O) = k=1

- % 3 f(x(p") + %perggio) { 2 ( P)— g }

T P + % max {i (—x(p").p) — g(p)}

1 N-1
where x¥ = — > x(p'). Since
N i
C min p; — Zxk min p, > C min pg — Zxkpk,
" k=1 k=1
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we obtain

max {_ (x",p) + (]kI{llnnpk} T et {— (x%op) + C"?nlnn”pk}

pEBIL(0) pEBS(0)
P1=...=pn=p
n n
3R N
= max Cp— Tipe == |C— N
pP1=...=pn=p

Thus, we obtain the following estimation

(™) + f(xN) + N

“ 82L, R?
o—zxfj] <= (40)
Jr

Using (39), and (D) we get

<e(e™)

R - N N _N = N Ny N 3R - N
7 0—;xk]+ < (=, p >—f’k:rglggnpk ) RN + O—;xk ) <e
2R n
/—%[C—g::lzk .
(41)
And since R = 3pmazv/n and Ly = Z we obtain the statement of the theorem.
O

Proof of Theorem [3l
Let’s consider the step

p=0

ceey

. 3 1
y'*! = argmin {OétJrl ((Vw(pt“), p—p ') — C’k:n{nn npk) + QHP - Yt”g} :

-~
U(p,p!tt)

The function ¥(p,p') is convex with respect to the variable p, then from the definition of
y*1 follows that

(Ve Uy p*h),p—y"*1) >0, vp > 0. (42)
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Define function

U(p,p) = (Ve(p'),p—p') — C min pr= (Vo (p'),p —p') +9(p)

ey

which is convex with respect to the variable p. From we obtain

0 < (Vyn W(y™ p™ ), p—y'*h) = <ozt+1Vyt+1‘if(yt“,pt“) + G =y, p— yt+1>
conv—ty

< V(P p ) — e UL p ) + (v — v p — v
Using , we obtain

t+1 t+1) _ 1||Yt+1 t12

i i 1 1
0< a1 ¥(p, p*) — e @y, p +§Ilp—yt||§— sllp—y 5 -3
= a1 (VY (™), p — ) + 219(p) — s ((Vo (™), ¥y = p™) + 93" )

t+1

A b

1
=Sy =Yl

1 e 1
+§||P_YH2_§||P—Y 5

Notice, that

1
— o ((V ™),y = p) + g(y') — éllyt+1 - '3

1
= (VOB 5% =y} + (To ™),y =) — g5"™) = 5y — ¥l
(L6, (18)
.:. A, <V1/1(pt+1),wt . pt+1> o ozt+1g(yt+1) + A <V¢(Pt+1),pt+1 _ Wt+1>
A?+1 H t+1 WH—I”%
T2,
@

< A (Ve —p™t) — agag(y™t)
L
+ Ay <<V¢(pt+1), P =) — S lp - Wt+1||§>

< At¢(wt) - Aﬂ/’(PtH) - at+19(yt+1) + At+1?/)(Pt+1) - At+1¢(Wt+1)
= Ap(W') — app1g(y") + e (p) — A (W) + Ayg(u') — Arg(w')

’wm’_tyA ¢ 1) _ g 1) 1A a(at) — A t41
< (W) + a1 (p) — A (W) + Arg(w') — Appag(w )

= Avo(u') + ¥ (p) — Apprp(eth)

Finally, using this, we obtain that

Ao — Ayp(w') < cpr (W) + (Vo (™), p —p) + 9(p))

1 1
+ 5l — v'l3 — 5llP = v 3
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Sum all the inequalities for t =0, ... ;N — 1. Then, for any p > 0

=2

Anep(™) = Agp(w®) < Y et (W) + (Ve (™), p — ) + 9(p))

=~
o

slp—vy °lI3 - —Hp yV13

Whence, since Cy = oy =0

Avp(e) < 3" (W) + (Vo). 2~ )+ 9(p)) + 5lp — ¥l

Taking in the right hand side the minimum in p > 0 we obtain

Aye(w") < min {Z a; (V(p") + (Ve (p"),p — ') + 9(p) + %Ilp - yoll%} : (44)

Put the vector y° = (y?, ..., y2)T, where y° — vector of initial prices. And its components
such as
Ogyggpmaxv k=1,...,n,

then we obtain that

HYOH2 < VPras-
Let us introduce a set Byz(0) = {p : p =0, ||p/l2 < 2R}, where R determines from
Since we obtain

p=0

Anep(w mln{zat p') + (V¥ (p').p — ') +9(p)) +%||P—YO||§}

< min {Zat ') + (V). p — ') + 9(p)) +%|Ip—y0!|§}-

PEBQR
And since
s 2. 5 T4,
e — y°l13 < 2[Iy°015 + 2llpll3 < 8R* + SR=R
obtain the following
. 37
Aneo(w") < min Zat (z/;(pt) + <Vq/;(pt),p _ pt> + g(p)) L=
peB(0) | 155 9

27



Notice, that

_ mm {Zat p') + (Ve (p"),p — p') +9(P))}

pEB
= max Z&t <X pt_p> g( p>+2fk Ik
PEBQR(O)
N N
= auf(x(p")) + max {Z a; ((—x(p"),p) — g(p))}
t=0 PEB;R(0
conv—t
> ! A f(xV) + A, max {— <XN,p> + C min pk}
pEB;R(O) k=1,...,n
= Atf(XN) + A, max {— <XN,p> 4+ C min pk}
peBgLR(O) k=1,...,n
pP1=...=pn=p
= A f(x")+ A, max Cp— Y app
PEB;,(0) ; g
p1=...=pn=p
2R

= Atf(XN> + Ay

\/ﬁ k=1 4

where xV Z ayx(p'). Thus, we obtain the following estimation

p() + f(x

37R2
45
0~ Z ] Sy (45)
Since w* is an optimal solution of Problem (D), we have, for any x > 0
P < f(0) ~ o) + € min wf,

Using the estimation , we get

Considering the weak duality f(x*) > —p(w*), obtain
FEN) o) = F&) + f(x) = f&) + (") — (") + o)

C—ika] .
+




This and give

"L 37R\/n
k—E}J < A (46)
k=1 +

And also due to the weak duality, we obtain

3TR?
N
— 4
FN) = () < S (47)
Let us show that the lower bound for the sequence A;, t > 0 is
(t+1)2
A > vt 1 4
"7 ALy v (48)

where Ly is the Lipschitz constant for the gradient of .
For t =1, since ap = 0 and A; = o + a1 = oy, we have from ((15))

Let us now assume that holds for some ¢ > 1 and prove that it holds for ¢t + 1. From
(15) we have a quadratic equation for ay,

LwOé?Jrl — g1 — At =0.
Since we need to take the largest root, we obtain,
L++/1+4LyA; 1 n At
2Ly 2L, 4L2 2Lw Ly
1 I t+1  t+2
VIy2\/Ly 2Ly’

where we used the induction assumption that holds for ¢. Using the obtained inequality,

from and for t, we get

Qi1 =

2 2
(t+1? t+2_ (t+2)°

t+1 ¢+ Qpyq iL, 2L, iL,

n
So, using this estimation and that R = 3p;a.v/n and Ly, = — we obtain the statement of
1

the theorem from and .
O]
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7.1 The resource allocation problem in vector case

In this section we consider the vector case of resource allocation problem. Let us consider the
same problem as the problem from Section [2l But now each producer produces m different
products, having its own cost function fi(xy), K = 1, ..., n representing the total cost of
production of the volume x;, € R™ which is the number of tons of products produced by the
producer k in one year. So, we have production matrix X € R™*" where each row represents
the vector of production for one product by each producer and each column represents the
production for one producer of each product. Let us define x;, the j row of matrix and
Xer the k column of matrix. The Center buys product from the producers and chooses its
strategy in such a way that the total production volume per year by all producers is not
less ¢, tons of product m. To do so, the Center needs to find y;;, - the volume of product j
which is purchased from the producer k. And in this case we can write down the following
resource allocation problem

n
(P) D fulx) = min
k=1 > yik=cg, =1, ..., m;
=1
th>y0k7y.k>ov k:17 ey T

where the cost functions fy(xer) & = 1, ..., n are increasing for each variable z;; and pu-
strongly convex.
Introducing dual variables pex, £ =1, ..., n and using the duality, we obtain
n n n
. . -
N min E Je(Xer) = N min {E Je(%er) + E ma;}épok(ydf - X-k)}
> yie=cy, j=1,..,m; k=1 > yie=ey, j=1,...,m; k=1 1 Do
k=1 k=1
Xek>Yok Yok 20, k=1, ..., n, yok>0 k=1,.
. T
= — min { max (pdXer — fi(Xer)) — min E p.ky.k}
Pel;---; Pen =0 X-k>0 7

D Yik=Ch5 Yok =0 k=1
=

= — ’mln { {kX-k (Por) — (%o (Por) } ZCJ mln pjk}

where
XOk(pOk) = argmax {pjkxk - fk(XOk)}7 k= 17 27 s, N (49)

Xok 20
Then the dual problem (up to a sign) has the following form

n m

(Dy) ©(Pels - -5 Pon) = Z {p.TkX.k(p.k)—fk(X.k(p.k))} —ZC] B 1111111 pjx —  min

1yeee 20.
k=1 j=1 Pely s Pen

Let us consider this problem as the composite optimization problem. We can rewrite the
dual problem as

QO(P.L R pon) = 2/}(pola I pon) +9(P.17 RIS pon)u
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where

3

ety s Pan) = Y {Phkar(par) = filar(Par)) | (50)

k=1
n
is convex function, which gradient satisfying Lipschitz condition with constant L, = —. And

convex non-smooth composite function

m

g(pd: ceey pon) - _ZCJ L Tglln Pijk-

jl y ey TV

2c 2m\ c Cm\ T
We define x,, = —1,...,—m sk =1,...,n and e = <—1,...,—m> ko=
n n n n
1, ..., n, and similarly to Lemma [I| using the Slater’s condition, we obtain the following
Lemma.

Lemma 3. Let the pj,, j = 1, ..., m be a solution to the dual problem (D). Then it satisfies

the inequality
||p;o||2 < \/ﬁpmaw
where

Dmaz = ————— min_ c. <ka X.k ka<0)> . (51)

j=1,...,m k=1

7.1.1 Composite gradient method

In this subsection to solve the resource allocation problem in vector case we use composite
gradient method from the Sectlonl Let us define vectors y = (y,l, ce y,Tn) e R™,
D= (Pa1: -+ Pap) € R™ and x(p) = (xe1(Pe1)’, - -, Xen(Pen) ') € R™, then the step of
the method can be rewritten as follows

_ ) o L Ly, .. _
77 = argmin {(X(pt“),p — ™) + g(Pety - s Pon) + Twllp - Yt||§}

5>0

\E

= arggolin{ (Xer(Pek')s Pok — Pet') — ch min e+ —ZHp.k YokHQ}
Pz k=1

INNgE

= argmiﬂ{ <<XJ‘ Pyo s Pje — P;Jor1> —¢j min ka + 5 Ly Hpj‘ - y§°||§> } )
50 : k=1,.

where pje = (pj1, .-+, Djn) , i.e. from the summation of the producers, we moved to the
summation of products. Note that we can divide the step into m independent problems for
each product, so for product j, we have

yi.' = argmin {<Xj- Pla')iPje —Pla') — ¢ min pj y ||p]- yj.||2}

pj.20 -----
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where pj, — is price vector of all producers for product j and x;e(pje) — is vector of optimal
plans for the production of product j for all producers. Define pit' = p,, — 7 —x;4(pie") and
P

then, using Lemma [2| we obtain the following solution:

n N Coi
Z ( t+1)+ 2 L_; then p;'.tinter =0.

e Else p''!

i center > 0 18 determined from

n
t+1 ~t+1 Cj
Z (pj center p]k )+ - 7
k=1 Ly
and the solution is determined as

t+1 t+1 ~t+1 _
pjk _max(p]centeﬂpﬂc ) k:_17

Theorem 4. Let Algorithm be run for N steps with starting points pf,, j =1, ..., m
satisfying 0 < p?k < Prmazs B =1, ..., n, where P4, is given in . Then

- - 82]5,2nmn2m
DAl =Y f(x ka x0y,) + @(p +ka R
k=1 k=1 Nu

- - 82D mazn*m
PP BE ] < SNa
= [ — . 3Nu

1 N 1 N- )
where pl, = Nt_Elpik, X0 = ¥ 2 k(pLy,) and pV = (pdy, ..., pd,)

Proof of Theorem [4 Similarly to the proof of the theorem 2] we can obtain the
equation , but in this case we can write dawn this equation as

1 ‘ N m E m
SCEERTTT) 9 SUNEIRHED SREVLRR') WIS

where p = (p}, ..., pY). Let us introduce a set B;,(0) = {p : p >0, ||pllz < 2R}, where
R =3y/np pmaz determines similarly to . Since we also have equation similarly to (39)) we
obtain that p}, € B;;(0), Vt. So, we obtain

N m m
p(p") < %rggl {Z > (xje(p51) Do) — Z fr(xer) + 9(p 71” Z Ipje — P 2}
t=0 j=1 j=1
2

|
‘pj. p]OHZ}

N m
-y, min {ZZ@-PT Pie) ka""““’ v
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And since
164 _

IPje — Phll3 < 2I[P%115 + 2lIpjell3 < 18R + 9R2 5 —R?

obtain the following
1 & . 82mL
oY) < N éan {Z Z (%70 (P5a"), Pse) — Z Jr(xer) + Q(P)} + Q—NUJRQ-
Pje t=0 j=1 k=1

Notice, that

:NZka(X.k)+i_.maX {Z—Z@]-(szl p].>+z:cJ Imn pjk}

t=0 j=1 j=1

k=1 PjoeB;—R j=1 > T
Pj1=..-=Pjn=Dj
n m n
— Z fe(xl)+  max {Z (— ij\,@pj + cjpj> }
k=1 Pe€BR(0) |55 k=1
Pj1="--=Pjn=DPj

|
=
=2
B
1M:

- 82L, R?m
cj— Zmﬁg] < ;—N
+

And similarly to (41)) we obtain

= z 82LyRm~/n
2 [ ﬂf] <STUoN

Jj=1

And due to the weak duality, we obtain

= . 82L,R*m
> Le(Eh) = > fulxl) <

9N
k=1 k=1

_ n
And since R = 3v/Npmaqr and L, = — we obtain the statement of the theorem.
1
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Composite gradient method for the resource allocation (vector case)

Input: N > 0 — number of steps, L,, — Lipschitz constant of gradient 1,

p?,, 7 =1,..., m — starting point.
1. Knowing the prices p,, k = 1, ..., n for the current year ¢, produc-
ers calculate the optimal plan for the production according these
prices as

x>0

xen(plf) = argmax { Zp;zlm]k i} k=12 n

2. Each factory predicts the price for the next year t 4+ 1 for product

j=1 ... ,mas
ptl—pk 1x~k(pt-k), k=1,2,...,n

and send this information to the Center.

3. The Center determines the price ptT! at which it will purchase

j.center

product 7 for the next year t 4+ 1 as

n C
i If Z ( ﬁ;—liy_l) / L_ then p;‘jt:inter = 07
k=1 (4
o Else p;_“;mer > () is determined from

n
C
; (pﬁtinter pz_k‘;l) - L_lb?

and sends this price to all producers.

4. Each producer adjusts the price for product 5 =1, ... ,m for the
next year as follows

t+1 ( t+1 t+1) 7 k _ 1’ .

p]k = max p]center’ p]k SRR
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7.1.2 Accelerated composite gradient method

In this subsection, to solve the resource allocation problem in vector case, we use accelerated
composite gradient method from the Section [l Similarly to the previous subsection the step
of the method we can be rewritten as

_ o L |
§'! = argmin {Oétﬂ (™), p =) + g(Pers -+, Pan)) + §||p - ytH%}

p=0
1 n
= argmm {Oétﬂ (Z (%er(Pet'); Pek = Pei') — Z 2 mm pﬂc) T3 Z [Per — Ying}
p=0 k=1 k=1
RS 1
= argmin {Z (ocm ((Xj-(pﬁfl), Pje ~Pja') —Cj min m) + 5 lpse = YJ.Hz) }
Pz j=1
where pje = (pj1, .-, Djn), i.e. from the summation of the producers, we moved to the

summation of products. Note that we can divide the step into m independent problems for
each product, so for product j we have

. 1
yj. ' = argmin {Oét+1 <<Xj0 Pje ):Pje —Pju’) — ¢ min pyk> + 5 pje — yg.l|2}

pj020

ey

where pj, — is price vector of all producers for product j and x;.(pje) — is vector of optimal

plans for the production of product j for all producers. Define yt+1 = y;, — Oét-i,-lon(p;i_l)

and then, using Lemma [2], we obtain the following solution:
If Z ( g;;ci—l) > CjOet1 then y;.telnter =0.
k=1

e Else ¢/l >0 is determines from

j.center

n

t+1 ~t+1
E :(y] center y]k ) = G041
k=1

and the solution is determined as

t+1 t+1 ~t+1 _
Y = max (y] center ik ), k=1,....n
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Accelerated composite gradient descent for resource allocation (vector case)

Input: N > 0 — number of steps, L, — Lipschitz constant of gradient 1/,
P)e = Y9 = W}e, j =1, ..., m — starting points.

1. In the current year producers find oy, as the largest root of the

equation
At+1 = At + Oy = L¢C¥t2+1.
2. All producers calculate the average price p§f1 for product j =
1,... ,mas
]k At+1 I g ey

and calculate the optimal plan for the production as

X-k(Pil) = argmax{ P;le'jk — fx Xk)} k=1,2,...,n.

x5 =0

3. Each producer predict the price for the next year ¢t + 1 for product
j=1,...,m as

~t+1 ¢t t+1 _
Y. = Yje — arTik(py ), k=1,...,n

and send this information to the Center.

4. The Center determines the prediction prices yﬁ;nter for each prod-
uct j =1, ... ,m for the next year as

o [f ;; ( ﬂ;$1)+ > CiQiy1 then y] center =0

o Else y!*!

icenter = 0 and determines from

n

} : t+1 ~t41 ‘
(y] center yjk‘ ) = CjOt41.
k=1

5. Each producer adjusts the prediction price for the next year as

follows
t+1 t+1 ~i+1
y];;r = max (y]tenteﬂ y]: ) k= 17 to
and calculate the historical price for product j =1, ... ,m for the
next year
Y 36
t+1 othy;zl + Ay,
= I , k=1,... n.
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Theorem 5. Let Algorithm be run for N steps with starting points p?. = y?, = w?., Jj =

1, ..., m satisfying 0 < p?k < Prmazy k=1, ..., n, where ppq, is given in . Then
zn:fk(XN)—zn:f(X ka +90 +ka w
£ ok p ok Kok < N + 1) M )

m n
148pmmmn2
> [a-2oe] <
j=1
N
where x2 = . S asxer(pl,) and WY = (Wi, ..., wl).
N =0

Proof of Theorem [5 Similarly to the proof of the theorem [3] we can obtain the
equation ({4), but in this case we can write dawn this equation as

ANQO 1’;1>lgl {Z Qe (Z <XJ. p;i_l pjo> - Z fk(xok) + g(p)> + % Z ||pj° - ys.”%} )
k=1 Jj=1

where @V = (w, ..., wY). Since we also have equations similarly to (39) we obtain that
Ple, Wi, ¥ia € B; (0), Vt, where lTr = {p p=0,|pl < 2R} R = 3\/NPmaz. S0, we

obtain

(Z (%je(Pje1):Pje) — Z fr(xer) + Q(P)) + % Z Ipje — Y?.Hg}
(Z (%70 (P50"), Pje) ka (xx) + ¢ )) +%Z )38 —Y2.I|§}

j=1

And since

74 -

[pje — YJ.HQ QHYJ.HQ + QHPJ'HQ < 8R* + 9R2 9 —R?

obtain the following

Ayp(@") < min {Z@t (Z (%P5 ") Do) = D fulxar) + 9(p)> } + 3777”??2-

PJQEB
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Notice, that

— ] mif( {Z oy (Z <XJ. p;fl Pjo> - ka(xok) + 9(P)> }

Pj0632R O) =0
N n m
= Zka(x.k) + maE( Z Z Xje p?:l pj.> + Zc] mln Dk
t=0 k=1 pJ‘GB (O) j=1 =1 ey N
conv—ty n m
> A ka(xi\,fc) + A max Z ( <Xﬁ,pj. + G min p]k)
k=1 P].GB =1 =1,..,n
Pj1=-..=Pjn=DPj
= A4 Z Fr(xar) + Ay max {Z < k:p] + c]p]> }
k=1 PJoGB j=1 1
Pj1=-..=Djn=Dj

n
N
Cj - xjk )
+

= Athk(Xi\;g)‘i‘At—Z
k=1 v J=1

k=1
1 N

where xI) = e > auxer(py). Thus, we obtain the following estimation
N =0

R2
Zx]k] < 37_7”.

N

) n QR m
@)+ felxl) + —= Z
And similarly to (46) we obtain

& S 37Rm
2|52 | S g
k +

J=1

And due to the weak duality, we obtain

- 37R?
kz:;fk(xi\;c) - ka(xfk) < 9ANm'

And using the estimation for the A;, t > 0 we obtain the statement on the Theorem.
O
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