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The bi-objective ranking and selection (R&S) problem is a special case of the multi-objective simulation op-
timization problem in which two conflicting objectives are known only through dependent Monte Carlo
estimators, the decision space or number of systems is finite, and each system can be sampled to some ex-
tent. The solution to the bi-objective R&S problem is a set of systems with non-dominated objective vectors,
called the set of Pareto systems. We exploit the special structure of the bi-objective problem to characterize
the asymptotically optimal simulation budget allocation, which accounts for dependence between the ob-
jectives and balances the probabilities associated with two types of misclassification error. Like much of the
R&S literature, our focus is on the case in which the simulation observations are bivariate normal. Assum-
ing normality, we then use a certain asymptotic limit to derive an easily-implementable Sampling Criteria
for Optimization using Rate Estimators (SCORE) sampling framework that approximates the optimal alloca-
tion and accounts for correlation between the objectives. Perhaps surprisingly, the limiting SCORE allocation
exclusively controls for misclassification-by-inclusion events, in which non-Pareto systems are falsely esti-
mated as Pareto. We also provide an iterative algorithm for implementation. Our numerical experience with
the resulting SCORE framework indicates that it is fast and accurate for problems having up to ten thousand
systems.
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1 INTRODUCTION

The simulation optimization (SO) problem is a nonlinear optimization problem in which the
objective and constraint functions can only be observed with error as output from a Monte Carlo
simulation. Such problems tend to arise when computer models are used to design complex
systems under uncertainty—an increasingly popular practice (Powers et al. 2012). Since the SO
formulation is quite general, SO problems arise frequently in a variety of application areas,

The second author was supported by the National Science Foundation Grant No. CMMI-1554144.

Authors’ addresses: G. Feldman, Department of Statistics, Purdue University, 250 University St., West Lafayette, IN 47907;
email: gfeldman@purdue.edu; S. R. Hunter, School of Industrial Engineering, Purdue University, 315 N. Grant Street, West
Lafayette, IN, 47907; email: susanhunter@purdue.edu.

Permission to make digital or hard copies of all or part of this work for personal or classroom use is granted without fee
provided that copies are not made or distributed for profit or commercial advantage and that copies bear this notice and
the full citation on the first page. Copyrights for components of this work owned by others than ACM must be honored.
Abstracting with credit is permitted. To copy otherwise, or republish, to post on servers or to redistribute to lists, requires
prior specific permission and/or a fee. Request permissions from Permissions@acm.org.

© 2018 ACM 1049-3301/2018/01-ART7 $15.00

https://doi.org/10.1145/3158666

ACM Transactions on Modeling and Computer Simulation, Vol. 28, No. 1, Article 7. Publication date: January 2018.



https://doi.org/10.1145/3158666
mailto:Permissions@acm.org
https://doi.org/10.1145/3158666

7:2 G. Feldman and S. R. Hunter

including agriculture (Hunter and McClosky 2016), energy (Marmidis et al. 2008; Subramanyan
et al. 2011), and transportation (Osorio and Bierlaire 2013). For additional examples and a library
of SO problems, see the simopt.org website (Henderson and Pasupathy 2017).

Methods to solve the SO problem are often categorized by whether the feasible set contains
categorical, integer-ordered, or continuous decision variables (Pasupathy and Henderson 2006).
Further, solution methods can be categorized by the number of performance measures posed as
objectives and constraints. In the presence of a single objective and deterministic constraints, ma-
ture solution methods are available for all types of feasible sets. For an overview of these methods
and entry points into this literature, see Pasupathy and Ghosh (2013) and Fu (2015). Recently, so-
lution methods for a single objective with stochastic constraints have been proposed in the case
of categorical variables (Andradottir and Kim 2010; Lee et al. 2012; Pasupathy et al. 2015) and
integer-ordered variables (Luo and Lim 2013; Nagaraj and Pasupathy 2016; Park and Kim 2015).
For methods with continuous variables, see, e.g., Ruszczynski and Shapiro (2003); Homem-de-
Mello and Bayraksan (2015), and references therein. However, despite its mature development in
the analogous deterministic context (Miettinen 1999, for example), few articles in the SO literature
provide solution methods in the presence of multiple simultaneous objectives—a problem we call
the multi-objective simulation optimization (MOSO) problem.

We formulate the MOSO problem as

Problem M : minimizexex (E[Gi(x,¢&)],...,E[G4(x,&)]),

where X' C R? is a known feasible set, £ represents a random quantity, and each objective can be
estimated as output from a Monte Carlo simulation. Since there may not exist a single point x € X
that minimizes all objectives simultaneously, the solution to Problem M is called the efficient set or
the Pareto set. We let the efficient set be the set of decision points x € X for which no other point
x" € X,x # x’ has objective values that are at least as good on all objectives, and strictly better on
at least one objective. We refer to the image of the efficient set as the Pareto set.

We consider the context of solving Problem M when the goal is to identify the entire efficient
set, the feasible set X is finite or composed of categorical variables, and there are two objectives.
Methods to solve SO problems in which X is finite are often called ranking and selection (R&S)
methods (see Kim and Nelson (2006) for an overview). Such methods require the feasible set to
be small enough to permit simulation of each decision point; the decision points are usually in-
dexed by their objective values and called systems. Henceforth, we refer to systems with objective
vectors in the Pareto set as Pareto systems (see Section 2.2 for terminology). R&S methods can be
divided into two types: methods that provide a fixed-precision guarantee on the optimality gap
of the returned systems, and methods that allocate a fixed simulation budget in a way that guar-
antees sampling efficiency (Hunter and Nelson 2017; Pasupathy and Ghosh 2013). We fall in the
latter category of fixed simulation budget methods; as such, we do not provide a fixed-precision
guarantee on the optimality gap of the returned systems.

1.1 Questions Answered

To explore what we mean by allocating a fixed simulation budget in a way that guarantees sam-
pling efficiency, consider a simple algorithm to solve Problem M: (a) allocate some non-zero pro-
portion of a total sampling budget to each system, (b) sample and construct estimators of the
objective vectors for each system, (c) return the indices of systems corresponding to the estimated
Pareto set. Ideally, the estimated Pareto systems at the end of this procedure will correspond to the
true Pareto systems; if not, then a misclassification occurs. Under mild regularity conditions, as the
total sampling budget tends to infinity, the probability of a misclassification decays to zero. Then,
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we ask, what proportion of the total sampling budget should be allocated to each system to maximize
the rate of decay of the probability of misclassification, as the sampling budget tends to infinity?

As may be expected given prior work in other SO contexts, notably, Glynn and Juneja (2004),
Szechtman and Yicesan (2008), Hunter and Pasupathy (2013), and Pasupathy et al. (2015),
we characterize the asymptotically optimal sampling allocation as the solution to a bi-level
optimization problem where the “outer” problem is concave maximization, and the “inner”
problems are convex minimization. Importantly, our allocation accounts for dependence between
the objectives and balances the probabilities associated with two types of misclassification error:
misclassification by exclusion (MCE), in which a Pareto system is falsely excluded from the set of
estimated Pareto systems, and misclassification by inclusion (MCI), in which a non-Pareto system
is falsely included in the set of estimated Pareto systems. Since solving for the optimal allocation
may be computationally burdensome, then we ask, What is the asymptotically optimal sampling
allocation when the number of non-Pareto systems is large?

As the number of non-Pareto systems tends to infinity in a certain rigorous sense, the Pareto
systems receive a larger proportion of the sampling budget than the non-Pareto systems, and
the optimal allocations for non-Pareto systems are inversely proportional to an intuitive measure
called the score. When the random vectors corresponding to the objectives are bivariate normal,
which is our focus, the score of a non-Pareto system is its squared standardized “distance” from
the Pareto frontier in the objective function space. As in Pasupathy et al. (2015), we determine
the relative allocations to the suboptimal systems by their scores. The sampling allocation we
propose based on the scores is called the bi-objective Sampling Criteria for Optimization using
Rate Estimators (SCORE) allocation.

We also highlight a key insight from this work that may be surprising: When the number of non-
Pareto systems is large relative to the number of Pareto systems, the optimal allocation exclusively
controls for the probability of an MCI event. To understand why this is true, for now, let MCE be the
event that a Pareto system is falsely excluded by another Pareto system, while MCI is the event
that a non-Pareto system is falsely included among the estimated Pareto systems, whether it is
estimated as excluding a Pareto system or not. Further, assume we are in a theoretical framework in
which we have access to all information about the systems, including their classifications as Pareto
and non-Pareto. Then, loosely speaking, as the number of non-Pareto systems tends to infinity, the
Pareto systems each compete with more and more non-Pareto systems. Thus, the Pareto systems
receive a larger proportion of the total sampling budget than the non-Pareto systems. Indeed, they
receive so many more samples that the probability of a Pareto system falsely excluding another
Pareto system is small relative to the probability of a non-Pareto system being falsely included
among the estimated Pareto systems. Thus, the Pareto set appears “known” relative to the non-
Pareto set, and the optimal allocation exclusively controls for MCI events.

Since the SCORE allocation requires knowing the true system performances on both objectives,
which are unknown, we include a sequential sampling framework for implementation. We numer-
ically compare the performance of the SCORE allocation and the sequential sampling framework
with other popular allocations in the literature. We find that our implementation of the SCORE
allocation performs well numerically. SCORE appears to be a fast and accurate heuristic allocation
scheme for bi-objective R&S with 20 to 10,000 systems, inspired by theoretical allocations that
have limiting optimality guarantees on efficiency.

1.2 Other Relevant Work

When the goal of solving Problem M is to identify the entire efficient or Pareto set, few solution
methods have been proposed in the SO literature. Arguably, the most well-known and popular
method is the Multi-objective Optimal Computing Budget Allocation (MOCBA) (Lee et al. 2010),

ACM Transactions on Modeling and Computer Simulation, Vol. 28, No. 1, Article 7. Publication date: January 2018.



7:4 G. Feldman and S. R. Hunter

Table 1. The Table Provides a Categorization of Existing Papers on Multi-objective R&S by How Many
Objectives They Consider and Whether They Account for Dependence Between the Objectives

Dependence? Exactly Two Objectives Two or More Objectives

No Hunter and McClosky (2016) and MOCBA (Lee et al. 2010)
M-MOBA (Branke and Zhang 2015)

Yes This article and its preliminary version, Feldman et al. (2015)

Hunter and Feldman (2015)

which is a multi-objective version of the popular Optimal Computing Budget Allocation (Chen
et al. 2000) for a finite feasible set. Other recent work includes (a) M-MOBA (Branke and Zhang
2015; Branke et al. 2016), a multi-objective version of the small-sample expected value of informa-
tion (EVI) procedures in Chick et al. (2010) for a finite feasible set; (b) MO-COMPASS (Li et al. 2015),
which is a multi-objective version of COMPASS (Xu et al. 2010) for integer-ordered feasible sets;
(c) Huang and Zabinsky (2014), who provide a branch-and-bound algorithm for integer-ordered
or continuous feasible sets; and (d) Kim and Ryu (2011), Fliege and Xu (2011), and Bonnel and
Collonge (2014), who provide methods for continuous feasible sets. We note that Butler et al. (2001)
provide a utility function approach to multi-objective R&S and refer the reader to Hunter et al.
(2017) for an overview of the existing MOSO literature.

Given our context of finite feasible sets, the most appropriate competitors for our proposed
sequential algorithm are MOCBA and M-MOBA. We compare the performance of our sequential
algorithm with these methods in Section 8.

Remark 1. A preliminary version of this work appears in Hunter and Feldman (2015). Also,
Hunter and McClosky (2016) contains an asymptotically optimal allocation for the case of two
independent objectives in the context of a plant breeding application. This article is a significant
outgrowth of Hunter and Feldman (2015) and subsumes the allocation provided in Hunter and
McClosky (2016) for independent objectives. Neither Hunter and Feldman (2015) nor Hunter and
McClosky (2016) provides a limiting SCORE framework. Feldman et al. (2015) provides analogous
MOSO methods on finite sets for more than two objectives. Since the methods in Feldman et al.
(2015) are more computationally burdensome than those we propose, we do not advocate using the
methods of Feldman et al. (2015) in the bi-objective case. Thus, we do not include these methods in
numerical comparisons. Table 1 categorizes these articles according to some of their differences.

Remark 2. There is also work on the multi-objective multi-armed bandit problem, for example,
Yahyaa et al. (2014a, 2014b, 2014c).

2 PROBLEM SETTING AND FORMULATION

We now provide a formal problem statement, describe terminology and notational conventions,
and outline our assumptions. Due to space constraints, unless otherwise noted in the text, proofs
for all results appear in the Online Appendix.

2.1 Problem Statement
We consider the MOSO problem with two objectives on a finite set. That is, we solve
Problem B: Find argmin, g (E[G(xk, &)], E[H (%, £)]),

where § :={1,2,...,r} is a finite set of system indices and ¢ is a random quantity. Further, de-
fine gy := E[G(xk, &)] and hy := E[H(xx, £)] for all k € S. The objective vectors (gi, hx) € R? are
unknown, but may be estimated by sample means. The solution to Problem B is the set of Pareto
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systems (see Section 2.2), P := {systems i : A system k € S such that (g, hx) < (gi, h;)}, where a
vector (g, hi) dominates (g;, h;), written as (g, hr) < (gi, hi), if gx < g; and hy < h;, or g < g;
and hy < h;.

Now, consider a method to solve Problem B in which we allocate a proportion a; > 0 of the total
sampling budget to each system k, where }; | ax = 1. Once the total sampling budget has been
expended, we return the set of estimated Pareto systems, ¢’, constructed as follows. Let the vector
of sample means after n samples be (Gy (n), Hy(n)) := (% J'.’:l Ggjs % J'.’:l Hy;j) for all k € S, and
define (G, Hy) := (G(axn), H(agn)) as the estimators of g; and hy after scaling the total sample
size n by the proportional allocation to system k, o > 0. Then, the set of estimated Pareto systems
isP = {systems i : 7} system k € S such that (Gr, Hy) < (G, H))Y.

P+ P, then at least one system has been misclassified, that is, a Pareto system has been
falsely estimated as non-Pareto, or a non-Pareto system has been falsely estimated as Pareto. As
the sampling budget tends to infinity, the probability of misclassification tends to zero. Then, we
ask, What sampling budget a = (o1, a, . . ., ay) maximizes the rate of decay of the probability of
misclassification?

Remark 3. While we focus on allocating the sample to maximize the rate of decay of the proba-
bility of misclassification, one could also allocate to minimize the expected number of misclassifi-
cations. Hunter and McClosky (2016) show that these two objectives result in identical asymptotic
allocations when the objective estimators are independent. We anticipate that a similar result holds
in the context of this article.

2.2 Terminology and Notational Conventions

In general, we prefer to call the solution to Problem M “the efficient set” and call its image “the
Pareto set” (see Ehrgott (2012) for a historical perspective on these terms). However, since R&S
methods assume no structure in the decision space, we may work almost entirely in the objective
space. Since we work in the objective space and index the systems by their objective function values
in Section 3, we omit the term “efficient” in favor of the term “Pareto” throughout the article.

When it is reasonable to do so, uppercase letters denote random variables or matrices, lowercase
letters denote fixed quantities, script letters denote sets, and vectors are written in bold. For a set
C, the cardinality of C is denoted |C|. For a function f, let Vf(x) be the gradient of f with respect
to x € RY, and f’(x) the derivative of f with respect to x € R. For any 2-by-2 matrix A, let the
eigenvalues of A be Apin(A) and Aay(A). For any n-by-n matrices A and B, let A o B denote their
element-wise, or Hadamard, product. For a sequence of real numbers {a, }, we say that a, = o(1) if
lim, ,o{a,} = 0and a, = O(1) if {a,} is bounded, that is, if there exists ¢ > 0 with |a,| < ¢ for all
n. Further, a, = ©(1) if 0 < liminf a, < limsupa, < co. We use iff for “if and only if.” Solutions
to optimization problems are usually denoted with an asterisk, e.g., x*. We use I} to denote the
indicator function. Let f* : R — R U {oo} be a function such that f*(x) = xifx € {x e R: x > 0}
and f*(x) = w0 if x < 0. For a,b € R, define min*[a, b] := min(f*(a), f*()).

2.3 Assumptions

In what follows, we assume that the set of non-Pareto systems is nonempty. To estimate the un-
known quantities gx and hy, we assume we obtain replicates of the random vector (Gg, Hy) from
each system. We also assume the following.

AssumPTION 1. Random vectors (Gy, Hy) are mutually independent for allk € S.
That is, we develop a model to guide sampling that does not specifically account for correla-

tion between systems, such as the correlation that would arise with the use of common random
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numbers (CRN). However, our model does not preclude the use of CRN during implementation. We
also require the following technical assumption, which is standard in optimal allocation literature,
since it ensures all Pareto systems are distinguishable on each objective with a finite sample size.

ASSUMPTION 2. We assume g; # g and h; # hy foralli € P,k € S such thatk # i.

Since we employ a large deviations analysis in Section 3, we require the following Assumptions 3
and 4, included here for completeness. We refer the reader to Dembo and Zeitouni (1998) for fur-

ther explanation. Let (:,-) denote the dot product, and let Agg)k Hk)(0) = log E[e<9’(G’<(")’H’<(”))>],

A(GHZ(Q) = log E[eeck(")], and Agz () = log E[eer(")] be the cumulant generating functions of
(Gk(n), Hy.(n)), G (n), and Hy (n), respectively, where 6 € R? and 0 € R. Let the effective domain

of f(-) be Dy = {x : f(x) < oo}, and its interior Z);. We make the following standard assumption.

ASSUMPTION 3. For each systemk € S,
1) thelimit A, g,)(0) = lim LA n@) exists as an extended real number for all @ € R?,
(Gr> H) n" (G, Hy)
n—oo ’
where Ag, (0) = r}grolo %A(Gn,z (n0) and Ap, (0) = r}grolo %AZ’Z (n0) forall0 € R;
(2) the origin belongs to the interior OfZ)A<Gk’Hk);
(3) A, H,)(0) is strictly convex and C* on Z)X(C )
Tk Pk
(4) NG, u,)(0) is steep, that is, for any sequence {0,} € D converging to a boundar
(Gk»Hg) P Y seq (G- Hy) ging Yy
point OfDA(Gk,HkV r}l_r)r:o IVA(G, Hy) (On)] = 0.

Assumption 3 implies that by the Gértner-Ellis theorem, the probability measure governing
(G (n), Hi.(n)) obeys the large deviations principle (LDP) with good, strictly convex rate func-
tion I (x,y) = supgepz{(0, (x,Y)) — A, 1) (0)} (Dembo and Zeitouni 1998, p. 44). Further, G (n)
and Hi(n) obey the LDP with good, strictly convex rate functions Ji (x) = supyp{0x — Ag, (0)},
Ki(y) = supyeptfy — Am, (0)}. Let (x,y) € T(gk,Hk) =int{VAg, 1) (0) : 0 € D} }, and let

NGy Hy)

7 denote the closure of the convex hull of the set {(gx, hx) : (g, hx) € R%L, k € S}.

ASSUMPTION 4. The closure of the convex hull of all points (g, h) € R? is a subset of the inter-
section of the interiors of the effective domains of the rate functions I (x,y) for all k € S, that is,
T e Ty

=17 (G, Hy)

3 CHARACTERIZATION OF THE OPTIMAL BUDGET ALLOCATION

Given that our goal is to determine the sample allocation & that maximizes the rate of decay of
the probability of misclassification, we first formulate the misclassification event in a way that
facilitates analysis. We then analyze the rate of decay of the probability of misclassification as a
function of o and provide a characterization of the optimal budget allocation as the solution to
a bi-level optimization problem. To avoid mathematical complications, we assume naj > 1 for all
k € 8 in this section.

3.1 Formulation of the Misclassification Event

Recall that a misclassification event occurs if, after expending a total of n samples, the set of esti-

mated Pareto systems, P, is not equal to the true set of Pareto systems, #. If P + P, then at least
one of two events occurs: a Pareto system was falsely excluded from the set of estimated Pareto
systems (MCE), or a non-Pareto system was falsely included in the set of estimated Pareto systems
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(95:h5)
(g0-1,he1)
(¢, e)
i1, hiy1)
Gi-1 gi Gi+1
Fig. 1. Paretosystemsi—1, i, i + 1aresolid black dots, i € {2,...,p — 1}. Phantom Pareto systems are solid
gray dots, ¢ = i. If the Pareto set were known, then an MCE or MCI event would result from the non-Pareto

system j being falsely estimated in the dark or light gray region, respectively.

(MCI). Therefore, we can formulate the misclassification event as MC := MCE U MCI, where

MCE := U U Gr <Gi)n (A < H); MCL:= U n Gi < Gr) U (Hj < Hy).
i ke Sgs i O SO0 He < H) jope ke e (G = 0RO S )
Ji € P dominated by some k € S 3j € P not dominated by any k € S

As the union of pairwise exclusion events, the MCE event is easy to analyze. However, the MCI
event requires a non-Pareto system j to be falsely estimated as better than every system k on at
least one objective. This event contains dependence that is difficult to analyze. In this section, we
reformulate the MC event for easier analysis. First, we simplify the MCE event to consider only
exclusion events between Pareto systems,
MCEp = U U (Gyr <G) N (Hy <H).
i€P i"eP, i'#i

Then, we reformulate the MCI event so that it also appears as a union of pairwise exclusion events.
We combine these results into the statement of Theorem 3.1, which states the equivalence of the
MC and reformulated events.

To reformulate the MCI event as a union of pairwise exclusion events, first, we define new sys-
tems called phantom Pareto systems. To define these systems, reserve the indices 1,. .., p for the
Pareto systems, such that # = {1,...,p},|P| = p. Then, label the true Pareto systems by their
ordered objective values, g1 < g < -+ < gp-1 < gp < gp+1 and hg > hy > hy > -+ > hy_y > hy,
where g1 1= 00, and hy := co. Thus, the objective values for the true Pareto systems are (g;, ;)
for all i € P, where henceforth, we use i as an ordered index when we wish to refer to the ordered
Pareto systems. An example of this labeling appears in Figure 1.

Now, construct the objective value corresponding to the {th phantom Pareto system as the co-
ordinates (gj11, h;) for i = 0,1,...,p, where we also place phantom Pareto systems at (g;, o) and
(o0, hp) for a total of p + 1 phantom Pareto systems. Henceforth, we use prh .= {0,1,...,p} as the
set of indices corresponding to the phantom Pareto systems, and we use £ as an ordered index
when we wish to emphasize the ordered phantom Pareto systems; notice our labeling is such that
¢ = i (see Figure 1). For the remainder of the article, the indices € and i are linked in this way.

To rewrite the MCI event using the phantom Pareto systems, we must estimate the objec-
tive values of the phantom Pareto systems. For the true Pareto systems, define G[i] as the ith
largest estimated first objective value and I:I[i] as the ith smallest estimated second objective value.
Thus, G[l] <0 < G[p—l] < G[P] < é[p+1] and I:I[O] > I:I[l] > H[z] > e > I:I[p], where Gu,+1] 1= 00
and ﬁ[o] := oo for all n. Now, the estimated performances of the phantom Pareto systems are
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(G[Hl],ﬁ[,—]) for i=0,1,...,p. Define misclassification by dominating an estimated phantom
Pareto system as

MCL,, := U U (G <Gran) N(H; < Hyp),
ph jewgepph,g:i( j < Gristp) N (Hj < Hyp)

and rewrite the misclassification event as MCpy, := MCEp U MCI,p,. Theorem 3.1 states the equiv-
alence of the probability of an MC event and the probability of an MC,, event. A similar theorem
was stated and proved in Hunter and McClosky (2016) under more restrictive assumptions.

Tueorem 3.1. P{MC} = P{MCpp}.

Henceforth, we use the notation P{MC} without loss of clarity.

3.2 The Rate of Decay of the Probability of a Misclassification Event

Now that we have formulated the MC event into the union of two MCE-like events, we are ready
to analyze the rate of decay of P{MC} as a function of the sampling allocation vector «. Notice
that for b = max(P{MCEp}, P{MCI,,}), we have b < P{MC} < 2b, which, assuming the limits
exist, implies

— lim 1logP{MC} = min(— lim 11og P{MCEp}, - lim %logP{MCIph}). (1)

In what follows, we analyze the rate of decay of P{MCEp } and P{MCI,,} separately.
First, consider the rate of decay of P{MCEp } in Equation (1), since it is the most straightforward.
For brevity, for all i,i" € P, i’ # i, define the rate function
Rl‘(OCi,O{i/) = ll’lf _aiIl-(xi,yi) +a,~/Ik(x,~r,yiz).

Xy <Xi, Yy SYi

The following Lemma 3.2 states the rate of decay of PIMCEp} in terms of the pairwise rates
Ri(a;, @) corresponding to a Pareto system i’ dominating another Pareto system i. We do not
provide a proof for Lemma 3.2; it follows from an analysis similar to those in Glynn and Juneja
(2004), Hunter (2011), Li (2012), and Feldman (2017).

LEmMMA 3.2. The rate of decay of P{MCEyp} is
— lim %logP{MCEp} =min min R;(a;, ai).
n—oo ieP I"eP,i’#i
Lemma 3.2 states that the rate of decay of P{MCEp} is the slowest among the pairwise rates
corresponding to one Pareto system falsely dominating another.

Now, let us turn our attention to the term corresponding to MCL,y, in Equation (1). The analysis
for the rate of decay of the probability of an MCI,}, event is a bit more involved: in addition to the
possibility that a non-Pareto system j is estimated as dominating a phantom Pareto system, the
Pareto systems themselves may be estimated as “out of order.” In what follows, we do not directly
state the rate of decay of P{MCIp}. Instead, we show that the probability of events corresponding
to MCI,y, in which the Pareto systems are also estimated as out of order have rates of decay greater
than or equal to the rate of decay of P{MCEp}, and thus can never be the unique minimum rate
in Equation (1).

To explicitly denote the ordering of the Pareto systems, we require the following notation. First,
recall that the Pareto systems are labeled “in order” from 1,2. .., p. Then, we define the ordered
list O :={(1,1),(2,2),...,(p,p)} as the positions of the true Pareto systems on each objective,
where the first objective is labeled from smallest to largest, and the second objective is labeled
from largest to smallest. Now, define O as the ordered list of estimated positions of the true Pareto
systems. Thus, the event that the Pareto systems are estimated in the correct order is O = 0. De-
fine MCIy, without order statistics as MCI;h = Ujepe Upeprn r—; (éj < Gi+1) al (Hj < FIi), where
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ép+1 1= 00, I:IO := oo for all n. Then, the event MCI;;h N O = O is the event that the Pareto systems
are estimated in order, and a non-Pareto system is falsely included in the set of estimated Pareto
systems. The following lemma states that only the rate of decay of the probability of this event
can be a binding minimum in the overall rate of decay of P{MC} in Equation (1).

LEMMA 3.3. The rate of decay of P{MC} is

= lim 1 log P{MC} = min(~ lim 1 log P{MCEp}. - lim +log P{MCL;, n O = 0}).

Again, because the Pareto systems being estimated out of order has a rate of decay that is greater
than or equal to the rate of decay of P{MCEyp}, the rate of decay of P{MC} can be simplified to a
rate involving only pairs of non-Pareto systems and phantom Pareto systems. For all non-Pareto
systems j € P¢ and all phantom Pareto systems £ € PPM = {0, 1,. .., p}, recall that £ = i and define
the rate function

Rje(aj, ai, aiv1)
Jof -l y) + an)iGa) if € =0,

— inf a;lj(xj, y;) + aiKi(yi) + @iviJiva (xier) if £ € {1,...,p — 1},

) X <X, Y <y

inf a;l;(xj, y;) + apKp(yp) it¢ =p,
Yi<Yp

inf a;]i(x) + a1 Ji(x) if ¢ =0,
X

inf . ajIj(xj’yj) + OCiKi(yi) + ai+1]i+1(x,~+1) if € € {1, o p— 1},

Xj<Xi+1, Yj<yi

inf a;K;(y) + apK, (y) if € =p,
y

where & := 1, ap41 := 1, and equality of these two rates is explained in the Online Appendix. The
following Theorem 3.4 states the rate of decay of the probability of misclassification, P{MC}.

THEOREM 3.4. The rate of decay of the probability of misclassification is

— lim %logP{MC} =min|min min Ri(a;,ay), min  min Rje(aj, @i, is1) | -
n—oo i€P VP, i'#i JEPC Leprh (=i

According to Theorem 3.4, we can retrieve the overall rate of decay of the probability of mis-
classification by calculating (a) the slowest among all pairwise false exclusion rates between the
Pareto systems i,i" € P,i # i’, and (b) the slowest among the pairwise false inclusion rates be-
tween non-Pareto systems j € P¢ and phantom Pareto systems £ € PPP. Therefore, the rate of
decay of P{MC} is determined by the most likely misclassification event between two Pareto sys-
tems or between a non-Pareto system and a phantom Pareto system. We remind the reader that
the rate in Theorem 3.4 accounts for dependence between the objectives.

3.3 Optimal Allocation Strategy

To determine the asymptotically optimal sampling allocation that maximizes the rate of decay of
the probability of misclassification, P{MC}, we consider the rate of decay of P{MC} in Theorem 3.4
as a function of the sampling allocation e. To determine the best value of &, we maximize the rate
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7:10 G. Feldman and S. R. Hunter

of decay of P{MC} by solving the following Problem Q, defined as

Problem Q : maximize z s.t.
Ri(aj,ar) > zforalli,i’ € P such that i’ # i,
Rje(a), i, aivy) > zforall j € P€, ¢ € PPP ¢ =i,
Yio1 @ =1, ap 20 forallk € S.

Thus, at optimality in Problem Q, o™ is the sampling allocation that maximizes the rate of decay of
the probability of misclassification. The optimal rate is represented by z*. Given a value of (a;, @),
the value of R;(a;, @) is obtained by solving

Problem R%CE ¢ minimize o;l;(x;,y;) + aply(xi,yr) st xiy <xi, yr < yi,
and given a value of (@}, @;, @i+1), the value of Rjs(a;j, a;, @i41) is obtained by solving
Problem R%I,CI : minimize o;I;(x;,y;) + i Ki(Yi)l{ez0) + Qiv1 i1 (xir1)[e2p)
st (X = xiv)[[ezp) <0, (yj — yi)ljez0) <0,

where, for ease of notation, we write Problem R%[,CI in its unsimplified form. We distinguish Prob-
lems R%,CE and R?/(I,CI as strictly convex optimization problems in (x;, y;, X7, yi) and (xj, y;, yi, Xi+1),
respectively, while R;(a;, @) and Rj¢(;, @i, @i+1) are their respective objective values at optimal-

ity. In the sections that follow, Problem R?’},CI plays a prominent role. Thus, we briefly discuss the

. . . . MCI
properties of Problem Q. Then, we provide a more in-depth look at the properties of Problem Rj e

3.3.1 Properties of Problem Q. Problem Q has p X (p — 1) constraints corresponding to control-
ling the rate of decay of P{IMCEyp} and (r — p) X (p + 1) constraints corresponding to controlling
the rate of decay of P{MCI,}. Also, each R;(a;, ai7) and Rj¢(a;, a;, 2;i11) are concave functions of
(ai, ai) and (@, @;, 2it1), respectively (Boyd and Vandenberghe 2004, p. 81). Thus, Problem Q is a
concave maximization problem. We emphasize the following important property of the rate z as
a function of the allocation a: If ax = 0 for any system k in Problem Q, then the rate z = 0. Since
equal allocation is feasible and results in a rate z > 0, at optimality in Problem Q, we have z* > 0
and ; > 0 for all systems k € S.

3.3.2  Properties of Problem R%,CI. Along with primal feasibility, the following KKT con-
ditions are necessary and sufficient for global optimality in the strictly convex Prob-
lem R%I,CI. Let (x;,yj*.,yf,xl’.‘ﬂ) be the solution to Problem R%,CI, where y; =0, x;ﬂ = 0.
Letting Ay >0 and A, > 0 be dual variables, we have complementary slackness conditions

Ax(xf —xiy) = 0if £ # p, Ay(y; —y;) = 0if £ # 0, and stationarity conditions

(x5, y7) Al (x7,y7)
(Xj# + Axﬂ[fip] =0, (){jjTjjj + Ay]l[g#)] =0, (2)
i 5 C0) 5 =0 if €% p, @, =0 € #0. 3)

In the solution to Problem RN;,CI

, the variables x;f, yJ’.‘, y;, and x;, | are each functions of the pro-
portional allocations to non-Pareto system j and Pareto systems i and i + 1, (a;, a;, &;+1). When
this dependence must explicitly be denoted, for brevity, define

*

3;(051', @, @it1) = (x] (aj, i, @iv1), y;(aj, @i, ®it1))-
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Now, notice that under Assumptions 2—4, from the KKT conditions for Problem R].NéCI, the value of

the rate function I; (3; (@), @i, ais1)) > 0at optimality in Problem R%{CI. This result is stated formally
in Lemma 3.5; we omit the proof.

LEMMA 3.5. If aj > 0,a; > 0,41 > 0, then Ij(z,;f(aj,ai,aiﬂ)) > 0 in Problem R%[,CI for all non-

Pareto systems j € P¢ and all phantom Pareto systems € € PPP £ = i.

A lemma regarding the locations of the solutions to Problem R%CI appears in the Online
Appendix.

4 LIMITING APPROXIMATION TO THE OPTIMAL ALLOCATION

Since Problem Q is a bi-level optimization problem, it may take some time to solve for the optimal
allocation when the number of systems is large. While the computational time could be reduced
by solving the inner problems in parallel, we believe it is useful to see if the optimal allocation
can be simplified for large problem instances. In this section, we send the number of non-Pareto
systems to infinity while keeping the number of Pareto systems finite and equal to p. This limiting
regime enables us to write the relative allocations between the non-Pareto systems in closed form.

Before proceeding, we emphasize two key points about our limiting regime. First, we do not
intend that the SCORE framework be implemented as-written when the number of systems is in-
finite. We are, after all, providing optimal allocations for R&S problems in which the number of
systems is finite. We seek only a simplifying framework that would be a good approximation to
the asymptotically optimal allocation when the number of non-Pareto systems is large relative
to the number of Pareto systems. Further, it may seem natural that if the number of non-Pareto
systems tends to infinity, the number of Pareto systems should also tend to infinity, but perhaps at
a slower rate. While such a regime may be intuitively appealing, it is not clear how the Pareto sys-
tems should be added to achieve a meaningful limiting allocation framework in a large deviations
regime. Thus, in what follows, we keep the number of Pareto systems finite and equal to p. We also
remind the reader that, like much of the R&S literature, our emphasis is on the case in which the
underlying distributions are normal. Thus, we make a normality assumption in Section 4.1. This
assumption simplifies the proofs and assists our intuition regarding dependence by allowing us to
model the dependence between the objectives as correlation.

4.1 Preliminaries for the Limiting Allocation

Recall that r = [S| = p + |P€| is the total number of systems, and in what follows, only |P¢| will
tend to infinity while p remains constant.

4.1.1  Assumptions. We make four assumptions on the way non-Pareto systems are added to
ensure a meaningful limiting allocation.

AssUMPTION 5. There exists a compact set C; C R? such that (gx, h) € C; forallk € S, and such
that C; C ;. (See Assumption 4 for notation.)

Since all rate functions are strictly convex with a unique minimum at the location of the mean,
there exists another compact set C 2 C; that contains the locations of the solutions to all Prob-
lems R%CI. Let f be the diameter of a circle that covers C; ff appears in the Online Appendix.

ASSUMPTION 6. For all k € S, the rate functions Ii.(x,y) have the quadratic form Ii(x,y) =

_ i - o Pk, Oh .
%[,gli 7;]T2k1[2’; fyc] for all (x,y) € R?, where 3y := [pkogi"ahk (f’zi‘k k1. Further, there exist con-
stants c¢q <1 and cp > 1 such that the eigenvalues of i are bounded as 0 < cg < Amin(Zk) <
Amax(Zk) < ¢p < oo forallk € S.
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(g‘h h]) ..................
hi ik l o |

(gi-1,hi—1) (ge-1, he-1)

h; +
(!]u hi) (9/7 h/)
hisat
' (gi+17 hzi+1)
gi-1 9i Jit+1
Fig. 2. Under Assumption 8, for each Pareto system i € {2,...,p — 1}, there exists at least one non-Pareto

system j outside the shaded region.

Assumption 6 implies Ji(x) = (x — gk)z/(ZO'gk), Ki(y) = (y - hk)z/(ZGﬁk) forall k € S.

AssuMPTION 7. There exists € >0 such that (g;,h;) satisfies (a) inf{lh; — h;| : i € P} > e,
inf{lg; — gil : i € P} > €, and (b) inf{|(h; — hi)/on, — pj(g; — gi+1)/0g,| 1 i € P} > €, inf{|(g; —
gi+1)/0g; — pj(hj — hi)[op,| 11 € P} > € forall j € PC.

AssuMPTION 8. For all Pareto systems i € P, there exists a non-Pareto system j € P such that
hj < hi orgj < gi+1-

Assumption 5 ensures that the systems that are added continue to compete with the Pareto
systems and do not become irrelevant in the limit. Assumption 7 ensures the non-Pareto systems
Jj € ¢ areadded to C; so that they do not systematically approach the Pareto front, and so that they
do not approach the lines y = h; + pj(on;/04,)(x — gi+1) and y = h; + (1/p;)(on,/04;)(x = gi+1) for
all i € . Notice that Assumption 7(b) follows from Assumption 7(a) and Assumption 6 when the
correlation p; = 0. Assumptions 5 and 7 are analogous to assumptions in Pasupathy et al. (2015).

We differ from Pasupathy et al. (2015) in Assumptions 6 and 8. While Pasupathy et al. (2015)
assume the rate functions have upper and lower bounding quadratics on a compact set (a mild
assumption), we simplify the analysis by assuming the rate functions are quadratic. Sufficient
conditions to ensure we have appropriate quadratic rate functions are (a) we obtain i.i.d. replicates

of the bivariate normal random vector (G, Hy) with parameters (gx, hx, ogk R cr}fk ,pr) forallk € S

2 2

where Tge> Oy denote variance, py denotes correlation between the objectives, and (b) the variance

and correlation values are uniformly bounded as 0 < o2 < O'gzk < 05 <00,0<0l< oﬁk < Gi < 0

foro? < 1, crlf > 1, and |px| < pp for pp € (0.5, 1). (Note that the existence of such bounds follows
from the condition on the eigenvalues of 2. The independence of the replicates can be relaxed
under the conditions in Assumption 3.) Thus, we require that the systems be added to C; in such a
way that their corresponding rate functions cannot become too shallow (less than %) or too steep
(larger than crlf), and so that they cannot degenerate to a single dimension (|py| approaching 1).
We conjecture that our analysis holds in the case of bounding quadratics, but we do not show it.
Finally, Assumption 8 implies that there does not exist a Pareto system i € {2,...,p — 1} such
that Pareto systems i —1,i, and i + 1 dominate all of the non-Pareto systems (see Figure 2);
note that the assumption always holds for i € {1, p}. Assumption 8 ensures that when we relax
Problem Q to contain only constraints corresponding to MCI in Section 4.2, Pareto system i
receives a positive sample allocation at optimality for all i € . To see why, suppose there are
three Pareto systems i — 1,1, and i + 1, and suppose all non-Pareto systems are in the shaded
region of Figure 2. Further, suppose all variances associated with Pareto systems i — 1,i + 1 and
the non-Pareto systems are relatively small, while the variances associated with Pareto system i
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are relatively large. Then, it is expedient for Pareto systems i — 1 and i + 1 to do all the work of
excluding the non-Pareto systems. If there exists a non-Pareto system j outside the shaded region,
then Pareto systems i — 1 and i + 1 can no longer do all the work of excluding the non-Pareto
systems; hence, Pareto system i receives positive sample allocation. We view Assumption 8 as
mild for two reasons. First, in Section 4.2, we send the cardinality of non-Pareto systems to
infinity in an “even” way under Assumption 9. Thus, we view Assumption 8 as requiring an initial
level of evenness among the non-Pareto systems. Second, at optimality in Problem Q, all Pareto
systems receive positive allocation due to the constraints corresponding to MCE, regardless of
the system configuration. Since the SCORE framework in Section 5 includes the MCE constraints,
this assumption does not impact implementation.

4.1.2  Rate Functions Under the Normality Assumption. We write Rj¢(;, @i, @i+1) under As-
sumption 6 in the following Proposition 4.1. For brevity, define the indicators }I]g ¢ = 1>, e2p)
and I[Jh[ :=I[a, >0, £0] at optimality in Problem R%,CI. Recalling that ¢ = i, intuitively, I[J’f ;> 0 means
that non-Pareto system j “competes” with Pareto system i + 1 on the g objective via the phantom
Pareto system ¢, and I[j?e > 0 means that non-Pareto system j “competes” with Pareto system i on

the h objective via phantom Pareto system ¢ (see Figure 2). To further simplify the rate function,
when a; > 0,a; > 0,41 > 0, for all j € ¢ and phantom Pareto systems £ € Prh ¢ = i define

2'/ i 2/ .
%9, % ift#p and wp(aj, a;) = h—j if € #0,

wg(aj, airg) = o, /ar+ay fai

7 7
0g;/aj+og; | din

where 0 < wy(aj,ai11) < 1and 0 < wp(aj, a;) < 1 can be interpreted as weights. For readability
and compactness, we often denote these weights as w, and wy,, respectively, where the appropriate
dependencies can be deduced from context.

Notice that the expression for Rj¢ (e}, a;, 2i+1) in Proposition 4.1 simplifies to one of three cases:
the one-dimensional rate corresponding to system j being estimated as better than Pareto sys-
tem i + 1 on objective g, the one-dimensional rate corresponding to system j being estimated as
better than Pareto system i on objective h, or a bivariate rate of j dominating the phantom Pareto
system ¢. Since G;,1 and H; are independent, only p ; appears in the rate. Further, in the expressions
that follow, only w, and wy, are functions of (a;, a;, @i41).

ProposITION 4.1. Under Assumption 6, for each non-Pareto system j € ¢ and phantom Pareto
system € € prh p— ifaj > 0,a; > 0,41 > 0, then

(1) the rate function Rjc(aj, @i, &tiv1) is

T -1
(95 - 9i+1)1[]gg (73] /Wy pjo-gjo.hjl[][]:[][ (g5 - gi+1)1[fg
Pj04,;0,

Rje(aj, @i, @iv1) = — h 2 h
2 (h - hi)ﬂj( . hJH][I[][ O'hj/Wh (hJ — hi)ﬂj[

_ a; (9 gm) g _ 2pj(gj=gi+1)(hj—hi) g vh , (hj h) h

T 201 p]wgwhi . j())( O'gj I[ crgjtrhj Wgwhl[jfﬂ‘ o‘hj ]I )

~hi) (gj—gi+1)
< Pj oy; Wg’

where I, >0]I€—01]_‘f€¢p 9 > Givs &

O'h]

B = 0.0 > 0 ff € # 0,hy > hy, 22220 < p, CE8yy and

h (g; 9z+) (hj—h:) (hj—hi) (gj—gi+1)
I[gl,]IJ€>01ﬁ”€¢ 0,p}, === > p; ghj Wh, érhj > p; ]Ugjlwg;
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(2) the rate functions in Rjs(a;j, @i, atiy1) corresponding to systems j, i, and i + 1 are

(1- p]wh(Z w17 (») (gj ng) Z}Ig (1 pJZWg(Z Wg) g() (hj—hi) ZI[h

Ij(sj(aj’ aj, ai+l)) -

2(1—- p]wgwh]l ’, [) ag; Wy jf 2(1- P]Wgwh]ljg J,)Z Uﬁj Whije
_p; [(1-pD)wgwn—(1-wg) (1=wp)] (g;—gis1)(hj—h; )W w1918
! (1=pwgwnl] 1)) 995 hj gmnee
2
(1-wp)? [(hj—hi) 19 (gi=gi+1) ]2
(yl (C(],C(l,C(H.l)) 152[1 -p? WgWhH 12 O’ D-hj ]Ij(?pj g, Wg 5
. g (1-wy)* 91 [(gj*gm) (hj—hi) ]2
i1 (i, (o, i, I I L
Jei (i@, o @iea)) = Lo prwgwill, 2 o5 Loy itPI e

In what follows, we work with « directly, instead of working with w, and wj. However, we
preview the result of our limiting regime here: by sending the number of non-Pareto systems to
infinity, wy — 1 and w, — 1in Rj/(aj, a;, ;1) forall j € P, € € prh =

While the value of I;(3}(j, @i, @i+1)) is always strictly positive at optimality by Lemma 3.5, it
may be that K; (v} (a;, a;, air1)) = 0 or Jip1(x}, (@), @i, @i1)) = 0, in which case either Pareto sys-
tem i or Pareto system i + 1 does not appear in the rate function in Problem R?ACI, respectively. This
fact raises the possibility that a particular Pareto system i does not appear in the rate function for
Problem R%,(_:Il or Problem R%CI, in which case the non-Pareto system j does not compete with the
Pareto system i at all (see Figure 2). The following Lemma 4.2 states that such a case is impossible.

LEMMA 4.2. Under Assumption 6, if the allocations aj > 0, aj_y > 0, a; > 0, and a1 > 0, then
max (J; (x; (aj, -1, 0;)), Ki (y; (aj, ati, air1))) > 0 forallj € P€,i € P.

4.2 Allocation to Non-Pareto Systems
Since we send the number of non-Pareto systems to infinity, we relax the constraints in Problem Q
that pertain only to Pareto systems and MCE events. Thus, in this section, we concern ourselves
not with Problem Q, but with its relaxation:

Problem Q : maximize Z s.t.
Rje(@;, @i, @ivq) > % forall j € P, € € PP ¢ = i,
Yok =1, @ 20 forallk € S.

Under our assumptions, the KKT conditions are necessary and sufficient for global optimality in
Problem Q. We first use Problem Q to derive insights on the optimal allocation as the number of
non-Pareto systems tends to infinity. In Section 4.4, we show that under mild conditions, for a
large enough set of non-Pareto systems, the solutions to Problems Q and Q are equal. Since they
play a prominent role in the results that follow, we present the KKT conditions for Problem Qin
Theorem 4.3.

THEOREM 4.3. LetAje > 0 forallj € P° andalll € {0,1,...,p} be dual variables associated with
Problem Q, and recall that the phantom Pareto labels are { =i for all i € P. Under Assumptions 6
and 8, at optimality in Problem Q, d,’; >0 forallk € S and

(1) for each non-Pareto system j € PC, there exists a phantom Pareto system {* € PPP, £* = i*
such that Aje- > 0, which implies that the rate z* = Rj¢- (a7, ., &;. ;) > 0;

2) for each Pareto systemi € P, there exists a non-Pareto system j* € P such that the quantities

Ajre1Ji(x} (& *,al @) >0 or /lj*gKi(yf(d;*,d 1+1)) > 0, which implies that the rate

Z" = min(Rj¢- l(a]*,al L ai), Rj*g(o?;;,d;‘,d;:rl))
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(3) for all non-Pareto systems j,j’ € P,
Z[egophg i Ajel; (5 (05 0‘ 0‘,+1))
Z[eguph,[:lll’t’l (5 (a,, a;, ~,~+1))
(4) for all Pareto systems i,i’ € P, letting the phantom Pareto label for i’ be {’,
Zjepe Aje-1Ji(x (a7, &y, 7)) + AjeKi(y; (&5, &, &7 y)

=1 (4)

= =1 5
S rer e G T @) Ko W & ) ©

(5) for all Pareto systemsi € P,
J[ 1]1( (]’ i—-1° ))+/1]€K (yl((l 0! al+l)) (6)

jepe Dereprh proir Ajerd; ((’l (05 a, +1))

Proor. Let vand Aj, > 0 forall j € P¢,{ € $Prh he dual variables. Then, we have the comple-

mentary slackness conditions )t]g(R]g( Jaf,a;,)—z")=0forallje P L€ PPh ¢ = i and the
(simplified) stationarity conditions

YiepelAje-iJiCx; (@], a7y, &7)) + AjeKily; (&), &7, é7,1))] = v Vi€ P 7)

T eepm e Aieli 36, &, 61,,)) = v V) € P ®)

ZjeP” Z[epph Aj[ =1. ©

See the Online Appendix for a complete proof. O

In Theorem 4.3, Parts (1) and (2) ensure the existence of a binding constraint in Problem Q for
each non-Pareto system j and Pareto system i, respectively. Parts (3) and (4) determine the relative
allocations between the non-Pareto systems and between the Pareto systems, respectively. Part (5)
determines the relative allocation between a Pareto system i and the non-Pareto systems j that
compete with it.

Observe that as the number of non-Pareto systems added according to Assumptions 5-8 grows,
the overall rate of decay of P{MCIy} in Problem é will decrease. If this fact is not intuitive, then
it can be seen by noticing that adding non-Pareto systems that compete with the Pareto systems
in a non-trivial way implies that we are adding binding constraints to Problem Q that decrease its
optimal value. Thus, under our assumptions, as || — oo, z* — 0. (Notice that now, we consider a
sequence of Problems (5(7‘) that are indexed by r, and quantities such as z*, A;¢ forall j € P¢and ¢ €
PPh and ay forall k € S are functions of r and could be denoted as z*(r), A;¢(r) and & (r), respec-
tively. We often suppress this notation unless it is helpful for clarity.) Proposition 4.5 states the rate
at which z* — 0. Before we state the proposition, we present Lemma 4.4, which provides bounds
onRj¢(a;, a;, a;,,) and the rate functions that comprise it; these bounds are useful in the proofs of
several subsequent results. The constants used in Lemma 4.4 are defined in the Online Appendix.

LEMMA 4.4. Let K}é, K?g be positive, finite constants that do not depend on the system indices, and let
min® be an operator that returns the smallest positive element in a list (see Section 2.2 for a definition).
Under Assumptions 5-8, for each j € P¢ and { prh o —

Y 1" L Y
&} min® [ﬁ W] < Rje(d;, é;.dj7,,) < djxp [1+a}f/d; + 1+ocj/[a”l:| . (10)
Lo:os e L U L L
Kg min [(1+d;/d;)2’(1+&;/d ] LiGj(a;, a7, ai, ) < kg [(1+&;/02;)2 + (1+d]’f/o};‘+1)2] , (11)
I, "
}QW < Ki(y; (a7, af, a7y,)) < KRW, (12)
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9 g

L e o < U Lie 13
KR, ey < Jint (0 (@ 4. @) < KRW (13)
PROPOSITION 4.5. Under Assumptions 5-8, as |P¢| — oo, o(1/|1P€)).

Thus, by Proposition 4.5, as the number of non-Pareto systems grows, the asymptotically opti-
mal rate of decay of the probability of MC decreases to zero as O(1/|P€]).

For each Pareto system i € P and for each value of the total number of systems r, let P (i, r)
denote the set of non-Pareto systems j that have a binding constraint with Pareto system i in
Problem Q (r); here, we explicitly denote the dependence of Problem O on r. That is, for all Pareto
systems i € P and all r, define

Pr) =1 € P Ajea(Ni(xi (@), a1, @7)) + Aje(N)Ki(y; (@, ;. dj ) > O}

In Problem é(r), we say that non-Pareto system j and Pareto system i bind with each other if j €
P¢€(i,r), and we say that non-Pareto system j and phantom Pareto system ¢ bind with each other
if Aj¢(r) > 0. Notice that the interior expression in the definition of (i, r) equals the expression
in the numerator of Equation (6). Equation (6) determines the relative allocation between a Pareto
system i and the non-Pareto systems j that bind with it via phantom Pareto system £ — 1 or ¢. By
Theorem 4.3, at least one non-Pareto system binds with each Pareto system, so that [P¢(i,r)| > 1
foralli € # and all r. Also by Theorem 4.3, each non-Pareto system binds with at least one Pareto
system, so that each j € P¢ belongs to at least one set (i, r) for all r.

We make the following additional observations about the set #(i,r). First, since a; >0
for all k € S by Theorem 4.3, then for all j € P€,i € P, a rate function term correspondmg to
Pareto system i must appear in one of Rje_1(a;,a;_,a;) or Rje(a;,a; “z+1) by Lemma 4.2.

Thus, J;(x *(~* a;_,a;)) +K; (yl(“* @;,a;,,)) >0, which implies ]I () +]I ', (r) > 0, for all

ieP,jePC, and all r. If we also have non-Pareto system j € P"‘(z,r), then /1}-(,1(r) jg_l(r)
Ajg(r)}lj.’g(r) > 0. This result follows because for a non-Pareto system j to bind with a Pareto sys-
tem i, we require a rate function corresponding to system i to appear in the binding constraint in
Problem é(r)

To make statements about the limiting relative allocations as |£¢| — oo, we require notions of
the limiting allegiances between non-Pareto systems and Pareto systems. (In what follows, the
reader may find it helpful to consult Figure 1 or 2.) First, notice that when a new non-Pareto
system j enters Problem é(r), it will bind with one or more Pareto systems i via its phantom
Pareto systems ¢ — 1 or {. Among these phantom Pareto systems, we require that there exists one
primary phantom Pareto system for each non-Pareto system j, defined as follows.

Definition 4.6. Let non-Pareto system j € ¢ enter Problem Q(r) at r = rjy < co. The phantom
Pareto system ¢* € PPV is the primary phantom Pareto system for j if Ajz«(r) > 0 for all r > rjo, and
Aje(r) = o(Aje«(r)) for all other phantom Pareto systems £ € Prh g2 (*,

The first condition ensures that the non-Pareto system j binds with the phantom Pareto sys-
tem ¢* for all r > rj, so that j € P(i*,r) or j € P°(i" + 1,r) for all r > rjo. Using the shadow
price interpretation of A;,’s in Problem O, the second condition implies that the greatest gain to
the rate z* will be achieved by perturbing the MCI rate constraint associated with system j and
phantom ¢, by more than a constant. Since the primary phantom Pareto system ¢* is a function
of the non-Pareto system j € P¢, we denote it as £*(j) whenever this notation is helpful for clarity.
Otherwise, the dependency on system j is implied.

While the assumption that each non-Pareto j has a primary phantom Pareto ¢* may feel
somewhat artificial, we believe that it will arise naturally, for example, when non-Pareto systems
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are added according to a uniform distribution (provided our assumptions are maintained). To
understand why, consider what it means for one non-Pareto system j to bind with more than
one phantom Pareto system ¢. In a scenario with multiple Pareto systems (p > 2) and only one
non-Pareto system jj, the non-Pareto system j; will bind with all of the Pareto systems i € P via
at least one of their phantoms ¢ — 1, £, due to Theorem 4.3. However, as new non-Pareto systems
are added uniformly across the set C;, the new non-Pareto systems bind with the Pareto systems
“closest” to them, and j; will cease to bind with Pareto systems that are “far away” from it—those
Pareto systems will bind with other, closer, non-Pareto systems. Therefore, intuitively, non-Pareto
systems binding with multiple Pareto systems, and thus multiple phantom Pareto systems, may
arise when (a) there are not very many non-Pareto systems, or (b) when the non-Pareto systems are
not “evenly distributed,” as might arise when all non-Pareto systems are uniquely dominated by
the same Pareto system. Therefore, we anticipate that the number of non-Pareto systems binding
with multiple phantom Pareto systems £ decreases as non-Pareto systems are added “evenly.”

In addition to assuming each non-Pareto system has a primary phantom Pareto system, we
also require that the number of non-Pareto systems binding with each Pareto system increase to
infinity. Specifically, for all Pareto systems i € P, define P (i) as

Pe(i):==1{j e P :jeP(ir) forallr > rj and £*(j) € {€ - 1,£}}.

The set P¢(i) contains the non-Pareto systems j € ¢ that bind with Pareto system i € P, via
phantom Pareto £*(j) € {¢ — 1,{}, in every Problem é(r) after rjy. For each Pareto system i €
{2,...,p— 1}, we further require that there exists at least one j* € (i) such that (g;-, h-) is
non-dominated by Pareto systems i — 1 and i + 1 for all r; that is, j* is outside the shaded region
in Figure 2.

In what follows, we send |P€(i)| — oo for all i € . This condition ensures that the number of
non-Pareto systems binding with each Pareto system i in Problem o(r) goes to infinity with . To
ensure evenness of the non-Pareto systems in Cj, the cardinality of each set (i) must remain
within a constant of the total number of non-Pareto systems. We formalize these assumptions
in Assumption 9, where {r} denotes the sequence of the total number of competing systems. We
numerically evaluate such a regime in Section 4.5.

ASSUMPTION 9. We assume that (a) for each non-Pareto system j € P°, there exists a primary
phantom Pareto system (*(j) € PP1, (b) for each Pareto system i € P, there exists a non-Pareto sys-
tem j* € P(i) such that hj» < h;_y or gj» < gis1 for all v, and (c) there exists k € (0, 00) such that
|P€(i)| > x|PC| for all Pareto systemsi € P and all r.

Under the regularity conditions in Assumption 9, we ensure that each system receives nonzero
sample in the limit. Theorem 4.7 provides results on the limiting allocations.

THEOREM 4.7. Under Assumptions 5-9, as |P°(i)| — oo for all Pareto systemsi € P:

(1) There exists k1 > 0 such that Ij(ﬁ;(d;’d;(i),d;(j)ﬂ)
phantom Pareto system £*(j) € PP2, £*(j) = i*(j), and all r > Tjo-

(2) The allocation 0?;.‘ =0(z%) forallj € P°.

(3) The dual variables v = ©(1/|P°|) and Ajp-(jy = ©(1/IP€]) for all j € P° with primary
phantom Pareto system £*(j) € PP

(4) There exists x4 € (0,00) such that &;‘/0?;* > K4 foralli € P,j* € P(i) such that hj- < h;_;
orgj- < gir1, and allr > rj.

(5) There exists ks < oo such that k1/Z* < 1/&;‘ +1/a; < xo/Z" foralli € P,je€ P, r=rj.

(6) There exists ks € (0,00) such that &} /a;, < ke for alli,i’ € P, and allr.

) = k1 for all j € P¢ with primary
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(7) Foralli e SD J € P€, the ratio of squared allocations 0{‘2/0{*2 o(1/1P¢|).
(8) The ratez* = ©(1/|P€|) and the allocatzonsa = ®(1/|7’C|)for all j € P©.
(9) In R][( I,aj, ), the rate function K; (yl( * ai,al,)) = (1/|SDCI) and the rate func-

tion ]l+1(xl+l(oc a7, ar,,)) = 0(1/|P¢|) for all] ePe teprh ¢

i+1

(10) In Problem R%,CI, y; — h;y if € # 0 and x},;, — gi+1 if € # p for all] € 7’0, e PPl =i

The primary results in Theorem 4.7 appear in Parts (7)—(10). Because each Pareto system is
competing with an increasingly large number of non-Pareto systems, Parts (7) and (8) state that
in the limit, each Pareto system i will receive many more samples than the non-Pareto systems j.
Parts (9) and (10) state that in the limit in Problem R%,CI, the rate functions corresponding to both
Pareto systems i and i + 1 tend to zero, while we know the rate function corresponding to system j
remains positive by Part (1). Thus, in the limit, the rate function corresponding to j is evaluated
over the region in which non-Pareto system j would dominate the phantom Pareto system £, x; <
gi+1,Y;j < h;. Loosely speaking, in this asymptotic regime, the Pareto systems receive so many
samples that, relative to the non-Pareto systems, the Pareto systems appear known.

This last result leads us directly to the main result of the article, presented in Theorem 4.8. We
do not provide a proof; notice that it follows by applying Theorem 4.7.

THEOREM 4.8. Under Assumptions 5-9, as |P(i)] — oo foralli € P,
Rjg(a a; al+1)/a = 1nij<gl+1 yy<hi 1 i (xj,y;) foralljePe, te prh o —
To see the implications of Theorem 4.8, define the score S; as
S; == mingcpph, f:i(inijsgm yy<h; I~(xj,yj)) for all j € P°.
Then, it follows that in the limit, Z* = min,cpp ¢—; Rje(a;, a7, a;,,) for all j € £, and we have
z*a; = mingeppn ¢—; (i0fx; <., y;<n; (%), y;)) forallje SDC. Therefore, the relative allocations

between the non-Pareto systems are determined by the score, which is written formally in the
following Theorem 4.9.

THEOREM 4.9. Under Assumptions 5-9, as |P(i)| — oo for alli € P, then

. . .
34 Sj mlné’EPPh,K:i(lnij <gi+1> Yj<h; Ij(xj’ y])) .. ¢
i forallj,j" € P°C.
J 7 mln[e?’Ph,f:i(lnij/ <giv1. Yy <h; Ii(x;, yj))

Under Assumption 6, finding each infy; <y, 4 <n, [i(x;,y;) is a quadratic program with box
constraints. The following proposition presents its closed form solution. We do not provide a proof
of this result, since it is a special case of previous results.

PRrROPOSITION 4.10. Under Assumption 6, for all non-Pareto systems j € P, the score is calculated
as S; = mingcppn Sj(£), where recalling that € = i,
. i—gi+1 hj—hi i—gi+1
W) ifC#p, Ul 5o, BB < p, (0700,
h; h
S;(0) =4 Ki(hy)  iffe#0, Lt

J
>0 (g] 91+1) p h ;)
. ” ot hih) i
Li(gis1.hi) iff € ¢ {0.p}, o e >p( T, B > e,

Thus, in our asymptotic regime, the relative allocations between the non—Pareto systems can be
expressed in closed form, where the allocation to a particular non-Pareto system is inversely pro-
portional to its scaled distance from the Pareto frontier in the objective function space. Notice that
the value of S;(£) in Proposition 4.10 is identical to the value of R;¢(a;, a;, @;4+1) in Proposition 4.1
when wy = 1and wy, = 1.
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4.3 Allocation to Pareto Systems

While we express the relative allocations between the non-Pareto systems in closed form, we also
require a sense of how much sample to allocate to the Pareto systems. The following Theorem 4.11
states that as the number of non-Pareto systems tends to infinity, the allocations to the Pareto
systems also tend to zero, but at a much slower rate than the allocations to the non-Pareto systems.

THEOREM 4.11. Under Assumptions 5-9, as |P€(i)| — oo for alli € P, &; = ©(1/V|P¢]|) for all
Pareto systemsi € P.

Theorem 4.11 only gives us a sense of the allocation to the Pareto systems in the limit. To solve
for a specific allocation to each of the Pareto systems, we require heuristics, discussed in Section 5.

4.4 Equivalence of Allocations When the Number of Non-Pareto Systems is Large

Recall that all results presented in Sections 4.2 and 4.3 pertain to Problem O and not to the
original characterization of the optimal allocation as the solution to Problem Q. The following
Theorem 4.12 states that as the number of non-Pareto systems grows, the optimal allocation pro-
vided by Problem Qis equal to that provided by Problem Q.

THEOREM 4.12. Under Assumptions 5-9, for large enough |P°|, &" = a*.

Intuitively, Theorem 4.12 holds, because in the limiting regime, the Pareto systems receive so
many more samples than the non-Pareto systems that MCE events between Pareto systems cannot
be the unique minimum in the rate of decay of the P{MC}.

4.5 Numerical Evaluation of the Limiting Regime

We have shown that under some conditions, as the number of non-Pareto systems tends to infinity,
the rate of decay of P{MCE# } becomes non-binding in Problem Q. Now, we numerically evaluate
this effect on a set of randomly-generated test problems.

To create the test problems, first, we place five Pareto systems at equally spaced angles on a
circle of radius six. This spacing guarantees the minimum separation between Pareto systems on
both objectives is greater than 0.5, so that |g; — gi/| > 0.5, |h; — hy| > 0.5 for all i,i” € P. Then, we
generate non-Pareto systems by one of two methods: uniform or normal. In the uniform method,
non-Pareto systems are generated uniformly in a circle centered at (100,100) with radius six. In the
normal method, non-Pareto systems are generated according to an independent bivariate normal
distribution with both means equal to 100 and both standard deviations equal to three. Thus, the
majority of systems are within six units of the mean. In both methods, non-Pareto systems less
than 0.25 units away from the Pareto frontier are rejected. This condition ensures Assumption 7 is
satisfied, and that the rate is large enough for us to obtain the optimal allocation numerically from
Problem Q. Figures 3 and 6 show example problem instances in which 445 non-Pareto systems
are added according to the uniform and normal methods, respectively. All systems have bivariate
normal rate functions under Assumption 6 with independent objectives and unit variance.

As non-Pareto systems are added to 50 problem instances of each type, uniform and normal,
we solve Problem Q for the optimal allocation. We then create two types of plots: Figures 4 and 7,
which show the percentage of problem instances with binding MCE constraints, and Figures 5
and 8, which show box plots of the percentage of the dual variable values associated with MCE
constraints at optimality in Problem Q. To better understand what we mean by the percentage
of dual variable values associated with MCE constraints, in Problem Q, let /1?;, for all i,i’ € P
be the dual variables corresponding to MCE constraints and Aﬁf for all j € P¢,£ € PP! be the
dual variables corresponding to MCI constraints. Then, the percentage of dual variable values
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associated with MCE constraints is }};cp Yl yep, ir4i Aﬁc/(ziep P, irti /1?;, + Xreprh Djepe A}zzc)
at optimality.

While one could argue that our problems are somewhat artificial, given the nicely spaced Pareto
frontier and its buffer away from the non-Pareto systems, we believe there is an important message
in Figures 3-8. If the systems can be viewed as coming from a distribution, then the distribution
will affect the rate at which the limiting regime kicks in. When the systems are generated accord-
ing to the normal method, they cluster together near the mean at (100,100). Thus, many of the
non-Pareto systems are some distance away from the Pareto frontier, and the limit kicks in slower.
When the systems are generated according to the uniform method, the systems are more dispersed
in their “allegiances” to Pareto systems and closer to the Pareto frontier, and the limit kicks in
faster.

5 THE SCORE ALLOCATION

In this section, we describe a heuristic allocation for implementation based on the theory in
Section 4 called the SCORE allocation. As in Pasupathy et al. (2015), we use Theorem 4.9 to
determine the relative allocations among the non-Pareto systems. We now describe the method
by which we determine the remainder of the allocations.
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First, notice that if we let the rate of decay of P{MCI,,} be determined by the limiting
rates in Theorem 4.8, and let the primary phantom Pareto be determined by the scores as {* =
argming ppn S;j(£), then there exists a version of Problem Q in which there is exactly one bind-
ing constraint corresponding to MCI for each non-Pareto system j € €. Thus, the dual vari-
ables Aj; = 0 forall £ € PPh such that £ # £*. Then, for all non-Pareto systems j, j’ € P°, the KKT
condition in Equation (4) implies that as |#°(i)| — oo, for all Pareto systems i € P, Ajp/Ajrprn=
Ij/(ﬁj.‘,(aj’:‘,,a;‘,*,a;‘,*ﬂ))/lj(a;(aj’:‘,a;‘*,a;‘*ﬂ)) =S;/S; = of/a;, so that AJS =a;/ Yjepe a = S;l/
Y epe S]T,l is the proportion of the “non-Pareto simulation budget” allocated to system j for
all non-Pareto systems j € ¢. Then, we write the allocation to a non-Pareto system j as o =
AA=-31 a).

It is tempting to create a heuristic allocation by solving a reduced version of Problem Q that
only includes one constraint for each non-Pareto system j and its primary phantom Pareto £*.
However, there are some drawbacks of this approach. First, the assumptions of the limiting score
regime may not be satisfied, and some Pareto systems may receive a falsely low allocation by not
including constraints corresponding to MCE. Since constraints corresponding to MCE involve only
Pareto systems, including these constraints in the allocation heuristic may yield better allocations
without adding much computational complexity. Second, while such a version of Problem O has
reduced complexity, when the number of Pareto systems is large, the number of constraints still
grows with the number of non-Pareto systems. We avoid these issues by creating a new reduced
version of Problem Q, called Problem Qs, that includes at least one constraint corresponding to
MCI for each Pareto system and includes all constraints corresponding to MCE, as follows.

For each phantom Pareto system ¢ € PPh ¢ = i find the “closest” non-Pareto systems

]:(f) = argminjePc{Sj(f) : Sj(f) (S {K](h1)9lj(gl+1’hl)}} if € # 0,
]7+1(f) = argminjepc{Sj(f) : S](f) S {Jj(gi+1)’1j(gi+1’hi)}} if € ¢p,

and let 7 (€) = {j; (£)} U {j;,,(€)}, where {j;(0)} := @ and {j;+1(P)} := (. The set J*(£) contains
up to two of the “closest” non-Pareto systems to phantom Pareto system ¢, as determined by the
scores. Because it is possible for a non-Pareto system j to bind with only one of the Pareto systems i
ori + 1through the phantom Pareto system ¢, we ensure that we retain at least one non-Pareto sys-
tem that binds with each Pareto system i and i + 1 in the set 7 *(¢). Then, the SCORE allocation we
recommend results from solving the following reduced problem for the Pareto system allocations:

Problem Qs : maximize z s.t.
Ri(aj, ay) > z for alli,i’ € P such that i’ # i,
Rjor(5.(1 = £0 i), i, 1) 2 zforall j* € J7(£), € € PP € = i,

Zle a; <1, a; 20 foralli e P.

Since we have at most two constraints corresponding to MCI for each phantom Pareto system,
the complexity of Problem Qs depends only on the number of Pareto systems.

To speed up the computation in Problem Qs, we use closed form expressions of the rate functions
corresponding to MCI, presented in Proposition 4.1. The following Proposition 5.1 provides corre-
sponding closed form expressions for the rate functions corresponding to MCE, written without
weights. Notice that the correlations for both systems, p; and p;, appear in the rate.
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ProrosiTION 5.1. Under Assumption 6, the rate function corresponding to the MCEp event for
systems i,i’ € P is

v =gi)* .
Z(O'gzi(/ga;ﬁz-;i, Jar) ﬁgi/ > i, hi’ < hi + (gi' —gi)(

S —h:)? .
(hy—hi) ) iff hiv > hi, gr < gi + (hy — hi)(

7 2
Z(O'hi /a,»+0hi/ [oay

PiOg; Oh; | Xitpy 0g, On,y | Ay )
2 2
og; /a,—+0gi, [t
PiOg; On; | @itpyrog, on, |y )
7 2 -
O, /a,+ahi, Joy
2 2 2 o2
o4 o5, Pi’Og.1 O . Picg; O oy h.
g g’ 2 "7 ’ i99i°h h 4 2
[_l+a_l](hi’_hi) —2[—1‘*'—' (9ir=9i)(hy—hi)+ a_,l+a_,l/ (9i=9:)

a; i’ a; a;

Ri(ai, ap) =

2 2 2 2
2 [(Ugi/ai+o'yi, /ai,)(ahi /ai+‘7hi, [ai)=(picg; on; | ai+piog, Ohy /ai;)z]

otherwise.

6 TIME TO SOLVE FOR THE SCORE ALLOCATION VERSUS OPTIMALITY GAP

In practice, a decision-maker’s choice of simulation budget allocation method is influenced by
the amount of time it takes to solve for the allocation, as well as how close that allocation is to
the optimal allocation. We now give a sense of how our proposed allocations perform on these
metrics as the number of systems increases. (In this section, we assume all rate functions are
known.)

For a population of ten problems generated according to the uniform method from Section 4.5,
Table 2 reports the average wall-clock time to solve for each allocation, the average rate z achieved
by the resulting allocation, and the average optimality gap. We keep the same Pareto systems as
in Section 4.5, but instead of rejecting non-Pareto systems that are less than 0.25 units away, we
reject non-Pareto systems that are less than 0.05 units away. Thus, the problems are more realistic
while keeping the full Problem Q solvable for up to a thousand systems. We also let all systems
have bivariate normal rate functions with correlated objectives and unit variances. Within each
of the 10 problem instances, all systems share the same correlation between the objectives. The
correlations between the objectives for the ten problems, rounded to the second digit, are —0.81,
—-0.51,-0.36,—0.21,—0.08, 0.23, 0.26, 0.46, 0.55, 0.80. The specified allocation models in Table 2
are BVN True, in which we solve the full Problem Q for the asymptotically optimal allocation
a”; BVN Independent, in which we solve the full Problem Q, except we model the correlation
between the objectives for all systems as p; = 0 for all k € §; SCORE; the non-sequential MOCBA
allocations (Lee et al. 2010, p. 661, Lemmas 4 and 5); M-MOBA; and equal allocation.

The timings reported in Table 2 approximate how long it takes to perform one sample allocation
update in the sequential algorithm (see Section 7, Algorithm 1, Step 3). Note that M-MOBA is a
myopic procedure for which asymptotic allocations are not provided, so we are unable to report
its rate. Further, the MOCBA allocations in Lee et al. (2010, p. 661, Lemmas 4 and 5) do not always
ensure the allocations to all systems are positive. If there exists a system k such that a; =0,
then the rate is z = 0. This fact may be responsible for its relatively large theoretical optimality
gap.

Interestingly, from Table 2, the BVN Independent allocation is much slower to calculate than
SCORE. Further, it often yields an average optimality gap larger than SCORE, which emphasizes
the usefulness of incorporating correlation into the allocation model. Since the BVN Independent
allocation is not a competitive allocation relative to the others, we do not include the BVN
Independent allocation in further numerical experiments. Table 2 also seems to show that SCORE
is an extremely competitive allocation scheme whether the number of systems is small, e.g., on the
order of 20 systems, or very large, e.g., on the order of 10,000 systems. Further, SCORE is fast—on
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Table 2. For Ten Problems Randomly Generated Via the Uniform Method of Section 4.5, the Table
Reports the Average Wall-clock Time to Solve for each Allocation, as well as the Average
Rate of Decay of the Probability of Misclassification, z, and the Average Optimality Gap,
z(a™) — z(a), for @ Specified by Each Allocation

r Metric BVN True BVNIndep. SCORE MOCBA" M-MOBA* Equal

20 Time 0.07s 0.06s 0.04s 0.01s 0.06s 0s
Rate z X 10* 54.96 44.63 52.52 0.04 13.43

Opt. Gap x10* 0° 10.33 2.44 54.92 41.53

100 Time 0.53s 0.47s 0.06s 0.02s 0.25s 0s
Rate z x 10* 12.97 11.83 11.31 2.47 0.66

Opt. Gap x10* 0 1.14 1.66 10.50 12.31

500 Time 43.16s 25.06s 0.08s 0.42s 1.30s 0s
Rate z x 10* 1.65 1.37 1.46 0.13 0.021

Opt. Gap x10* 0 0.28 0.19 1.52 1.63

1,000 Time 18.09min 12.31min 0.13s 1.67s 2.64s 0s
Rate z X 10* 0.95 0.81 0.82 0.02 0.009

Opt. Gap x10* 0 0.14 0.13 0.93 0.94

2,000 Time > 6h > 6h 0.22s 6.71s 5.46s 0s
Rate z X 10* — b — 0.45 0.005 0.004

Opt. Gap x10* 0 — — — —

5,000 Time > 6h > 6h 0.48s 42.49s 14.80s 0s
Rate z X 10* — — 0.22 0.0004 0.001

Opt. Gap x10* 0 — — — —

10,000 Time > 6h > 6h 0.92s  2.90min 33.68s 0s
Rate z x 104 — — 0.11 0.0002 0.0006

Opt. Gap x10* 0 - - - —

Note: We perform all computing on a 2.5GHz Intel Core i7 processor with 16GB 1600MHz DDR3 memory. The algo-
rithms for BVN True, BVN Independent, SCORE, and M-MOBA are written in MATLAB and run in MATLAB R2015b.
The algorithm that calculates MOCBA is written in C++.

TWe compare with Lee et al. (2010, p. 661, Lemmas 4 and 5), which may allocate oz = 0 for some k € S, implying z = 0.
#We do not report a rate for M-MOBA, since it is a myopic procedure.

“The optimality gap is to the precision of the solver.

bThe symbol “—” indicates that data is unavailable due to the large computational time.

average, it takes less than a second to solve for the SCORE allocation in a problem with 10,000
systems.

7 A SEQUENTIAL ALGORITHM FOR IMPLEMENTATION

Since the SCORE allocation framework requires knowledge of rate functions that we do not know
in advance, we present sequential Algorithm 1 for implementation. The broad idea of Algorithm 1
is: (a) obtain an initial sample of size §; > 2 from each system to estimate the SCORE alloca-
tion; (b) use the estimated SCORE allocation as a probability distribution from which to obtain
the next § > 1 samples; (c) update the estimated optimal allocation and return to step (b). The
minimum-sample proportion &, > 0, which should be small relative to 1/r, ensures that each sys-
tem is sampled infinitely often as the sequential algorithm progresses. This algorithm proceeds
until some total sampling budget specified by the user has been expended. Since implementing
such a stopping rule is trivial, we write the sequential algorithm as non-terminating.
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ALGORITHM 1: A Sequential Algorithm to Sample from Systems Using the Proposed Allocations

Require: Initial sample size §y > 2; sample size between allocation vector updates § > 1; and a
minimum-sample proportion 0 < @, < 1/r that is small relative to 1/r.
1: Initialize: collect &y simulation replications from each system k € S;setn =r X 8y, ny. = o forallk € S.

2: Estimate: Update the parameter estimators Hy., Gy, &ék, o”'}zlk, and py. for all k € S; use these estimators

to construct estimated rate functions I (xz, yx) for all k € S;

3: Calculate: Solve an estimated version of Problem Q or Qg using Step 2 estimators to obtain estimated
optimal or SCORE allocations, &,.

4: form=1,2,...,5 do

5:  Sample: Select a system K, from which to obtain the next simulation replication, where each Ky, is
an ii.d. random variable with probability mass function &}, and support S.

6:  Simulate: Collect one simulation replication from system K, and set ng,, = ng,, + 1.

7: end for

8: Set n = n+ § and update @&, = {ny/n,nz/n,...,n,/n}. Set §* = 0.

9: fork=1,2,...,rdo

10:  If ng/n < ag, then collect one simulation replication from system k. Then, set ny = ny + 1 and
§t=6"+1

11: end for

12: Setn =n+ 5" and go to Step 2.

8 NUMERICAL PERFORMANCE OF SEQUENTIAL ALLOCATIONS

In this section, we evaluate the performance of sequential versions of the proposed allocations on
several test problems.

8.1 Test Problems

We construct six problems to test our algorithm. First, we generate two problem instances, 1 and 2,
of true system performances by uniformly generating 100 systems in a circle of radius six, centered
at (100, 100). A listing of the (gx, hx) values for all k € S is provided in the Online Appendix. We
create sub-problems A, B, and C by setting the variances to one and the correlations to px = —0.8,
pr = 0,and p; = 0.8 forall k € S, respectively. The system objective values in the first test problem
set correspond to the circle centers in Figures 9-11. This test problem set has a high percentage
of dual variable values associated with MCE constraints. The second test problem set has a low
percentage of dual variable values associated with MCE constraints. Due to space constraints, the
second test problem set and results appear in the Online Appendix.

Note that in Figures 9-11, the asymptotically optimal allocations are proportional to the size
of the circle. While there is no obvious visible difference in the optimal allocations with different
correlations, the allocations do differ slightly.

8.2 Estimated Expected Number of Misclassifications

For each algorithm BVN True, SCORE, MOCBA, M-MOBA, and equal allocation, we run 10, 000
independent sample paths on each of the test problems 1A, 1B, and 1C. For each algorithm, we
calculate the average number of misclassifications, false exclusions, and false inclusions across the
sample paths, as a function of sample size. For a particular sample path, the sequence containing
the number of misclassifications as a function of the sample size n is autocorrelated.

In all implementations of Algorithm 1, which include all sample paths of the BVN True and
SCORE allocations, we use parameter settings §o = 5,9 = 20,and o, = 1078, In our implementation
of MOCBA (Lee et al. 2010), we use parameter settings Ny = 6o =5, A =5 = 20, and 7 = A/2 = 10,
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Fig. 9. Test 1A: r =100, |P| =9, Fig. 10. Test 1B:r =100, |P| =9, Fig. 11. Test 1C:r = 100, |P| =9,
pr = —0.8forallk € S, %dualto pr =0 for all k€S, % dual to pr =0.8forall k€S, % dual to

MCE = 74.5, z* = 3.46 X 107%, MCE = 74.0, z* = 3.44 X 107%, MCE = 73.4, z* = 3.42 X 107%,
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Fig. 12. Test 1A: For 10,000 sample paths per algorithm, the graphs show the average % of systems misclas-
sified (MC), % of Paretos falsely excluded (FE), and % of non-Paretos falsely included (FI), respectively.
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Fig. 13. Test 1B: For 10,000 sample paths per algorithm, the graphs show the average % of systems misclas-
sified (MC), % of Paretos falsely excluded (FE), and % of non-Paretos falsely included (FI), respectively.

where 7 is the maximum number of samples one system can receive in a given iteration. In our
implementation of M-MOBA (Branke and Zhang 2015), we set ny = 8y = 5 and 7 = § = 20, where
here, 7 is the amount of sample given to the alternative with the largest probability of changing
the set of Pareto systems. Our stopping rule in M-MOBA is the sampling budget rule. We have
chosen § = 20 as a reasonable sampling update schedule that is computationally feasible for all
algorithms. M-MOBA, however, is designed for § = 1, since all of the samples between updates are
allocated to a single system. Ideally, we would run all algorithms with § = 1, unfortunately, doing
so would require significant computational resources. The resulting performances are reported in
Figures 12-14.

Considering the overall percentage of systems misclassified, all algorithms exhibit close perfor-
mance in Figures 12-14. (They exhibit even closer performance on the second test problem set in

ACM Transactions on Modeling and Computer Simulation, Vol. 28, No. 1, Article 7. Publication date: January 2018.



7:26 G. Feldman and S. R. Hunter

Test 1C: high % dual MCE, p = 0.8 Test 1C: high % dual MCE, p = 0.8 zTest 1C: high % dual MCE, p = 0.8

O 3
= 6f-. Equal

. - = M-MOBA
58 ——MOCBA
AN e 1 s NN e = N T, - - SCORE
3 ——BVNTre|
X 2

)

>
< 0 0 0

500 1000 1500 2000 2500 500 1000 1500 2000 2500 500 1000 1500 2000 2500
Sample Size n Sample Size n Sample Size n

Fig. 14. Test 1C: For 10,000 sample paths per algorithm, the graphs show the average % of systems misclas-
sified (MC), % of Paretos falsely excluded (FE), and % of non-Paretos falsely included (FI), respectively.

the Online Appendix.) We notice that MOCBA seems to perform particularly well at preventing
false exclusions of Pareto systems, but performs less well at preventing false inclusions of non-
Pareto systems.

Since the optimality guarantees on the BVN True allocation are asymptotic, it is not clear that
allocating according to BVN True will perform better than other allocation schemes for finite
n. However, BVN True seems to perform about as well as its peers, and the performance of the
SCORE allocation tracks the BVN True allocation closely. Importantly, since Test Problems 1A-
1C have a high percentage of dual constraints to MCE—implying the assumptions required in
the limiting SCORE framework may not hold—we do not notice a loss of quality in the SCORE
allocation relative to BVN True in Figures 12-14. We remind the reader that these test problems
were randomly generated; performance of the algorithms on other problems may vary.

9 CONCLUDING REMARKS

SCORE is a fast, approximately optimal allocation for bi-objective R&S that accounts for correla-
tion between the objectives and is derived from an asymptotically optimal allocation framework.
We are aware of issues with estimating rate functions in a general context (Glynn and Juneja
2011, 2015). However, our numerical experience in the case of normal rate functions has been
overwhelmingly positive (Hunter and McClosky 2016; Pasupathy et al. 2015). Finally, it remains
to be seen whether our methods for bi-objective R&S extend cleanly to multi-objective R&S. We
rely heavily on the phantom Pareto systems, which are easily constructed only in two objectives.
Feldman et al. (2015) and Feldman (2017) provide further insights to the multi-objective case.

ELECTRONIC APPENDIX

The online appendices are available as supplementary materials in the online version.
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