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Abstract: This paper deals with Markov Decision Processes (MDPs) on Borel spaces with an infinite horizon and
a discounted total cost. It will be considered a stochastic optimal control problem which arises by perturbing the
transition law of a deterministic control problem, through an additive random noise term with coefficient epsilon.
In the paper, we will analyze the behavior of the optimal solution (optimal value function and optimal policy)
of the stochastic system, when the coefficient epsilon goes to zero. Specifically, conditions given in the paper
guarantee the uniform on compact sets convergence of both the optimal value function and the optimal policy of
the stochastic system to the optimal value function and the optimal policy of the deterministic one, when epsilon
goes to zero, respectively. Finally, two examples which illustrate the developed theory are presented.
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1 Introduction

This paper will deal with discrete-time Markov Deci-
sion Processes (MDPs) with an infinite horizon and a
total discounted cost (see [2], [10] and [11]). MDPs
are widely used to model controlled dynamical sys-
tems in control theory, operations research, image fu-
sion (see [3]), artificial intelligence (see [3], [15] and
[19]) and others. Besides, the MDPs in question pos-
sess the objective function known as the discounted
cost function.The principal goal of MDPs is to deter-
mine the optimal policy f and to obtain the optimal
value function V. One widely studied methodology
to characterize and determine f and V is called the
dynamic programming equation (see [10] and [11]).

In this article, for the MDPs taken into account,
there will be assumed the existence of optimal policies
and the validity of the Dynamic Programming Equa-
tion (see [2] and [11]). Besides, the MDPs in question
posses, possibly unbounded cost functions.

There will be considered a deterministic Markov
Decision Process (MDP), and a family of the stochas-
tic MDPs indexed by a coefficient € with values in a
certain compact set of real numbers containing zero,
and for each element of this family the probability law
is the transition law of the deterministic MDP per-
turbed by an additive random noise multiplied by ¢.
It will be interesting to analyze the behavior of the
optimal value function and the optimal policy of the
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stochastic system, when the coefficient € goes to zero.

Specifically, conditions given in the paper guaran-
tee the uniform on compact sets convergence of both
the optimal value function and the optimal policy of
the stochastic MDP to the optimal value function and
the optimal policy of the deterministic one, when ¢
goes to zero, respectively.

This article was inspired by the papers of Flem-
ming (see [8]), Lipster, Runggaldier and Taksar (see
[16]), and Cruz-Suarez & Montes-de-Oca (see [5]).
The first article is the one related to the theory of
small disturbances for problems of control in conti-
nuous time with a finite horizon. In this paper this
approach is used to obtain expansions of a optimal
value function of a stochastic MDP in powers ¢, g2, ...
This work was one of the pioneers regarding the ana-
lysis of problems of control with small disturbances.
Nowadays, this approach has been applied to models
of economic growth (see [6], [7], [17] and [20]) and in
asymptotic methods (see [13] and [14]). Lipster et al’s
paper deals with a stochastic control system in conti-
nuous time with a finite horizon and with nonnegative
costs. In [16] the stochastic problem is approximated
by a deterministic system when the noise intensitiy ¢
is small. In the paper of Cruz-Sudrez & Montes-de-
Oca (see [5]), a stochastic control system via a de-
terministic one is analyzed. In this case, the solution
of the stochastic system (the optimal value function
and the optimal policy) is induced by the determinis-
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tic control system.

This paper is organized as follows. In Section 2,
basics concepts and results in the theory of MDPs are
presented. In Section 3, the statement of the problem
is established and some results of Lipschitz functions
are presented. In Section 4, the theory about the uni-
form convergence is developed. Finally, in Section
5, two examples which illustrate the developed theo-
ry are presented, and, in Section 6, some concluding
remarks are provided.

2 Discounted Markov Decision Pro-
cesses

A Markov control model (see [2], [10] and [11]) is a
five-tuple (X, A, {A(x) : € X}, @, ¢) consisting of

(a) a Borel space X, called the state space;
1. a Borel space A, called the action set;

(b) a family {A(z) : * € X} of nonempty mea-
surable subsets A(x) of A, where A(x) denotes
the set of feasible actions when the system is
in state x € X. The set K = {(z,a) : = €
X,a € A(z)} of admissible state-actions pairs is
assumed to be a measurable subset of the carte-
sian product X x A;

(c) a stochastic kernel @ on X given K called the
transition law. Specifically, Q(-|z, a) is a prob-
ability measure on X for every (z,a) € K, and
Q(B|-) is a measurable function on K for every
B € B(X) (B(X) denotes the Borel o—algebra

of X);

¢ is a real-valued measurable function on K
called the cost-per-stage (or one-stage cost) func-
tion.

(d)

For each t = 0,1, ..., let ; and a; be the state
and the control at time ¢, respectively. If the system
is in the state x; = x at time ¢ and the control ac-
tion a; = a € A(z) is applied, then a cost ¢(zx, a)
is paid and the system moves to a new state x4 by
means of the probability distribution @ (:| z,a) on X
(i,e. Q(Blz,a) = Pr(zi41 € Blay = z,a0 = a),
B € B(X) and (z,a) € K)

In this article, the transition law is specified by a
dynamic model of the form

e = M (e, a, &),

t = 0,1,..., where the random perturbations {&;}
is a sequence of independent and identically dis-
tributed (i.i.d.) random elements with values in some
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nonempty Borel subset of an Euclidean space S and a
common distribution y. Meanwhile, M : Kx S — X
is a measurable function. In this case, the transition
law Q) is given by

Q(B|zr,a) = Pr(zy € Bloy=z,a; = a)
— u({s€S: M(z,a,5) € BY),

forall B € B(X) and (z,a) € K.

A control policy 7 is a sequence {m; : t =
0,1,...}, where, for each t = 0,1,..., (- |h¢) is a
conditional probability on the Borel o—algebra B(A),
given the history h; := (o, a0, ..., Tt—1, Qt—1,Z¢),
such that 7¢(A(x¢) |hs) = 1. In this paper, the set
of policies will be denoted by II.

Let F := {6 : X — A such that # is measurable
and 0(z) € A(z),x € X}. Asequence m = {0; : t =
0,1, ...} of functions 6, € F is called a Markov policy.
A Markov policy 7 = {6; : t = 0,1,...} is said to be
a stationary policy if 0, = 0 € F, for all ¢.

Given the initial state g = x, * € X, and any
policy m € II, there is a probability measure P] in-
duced by the pair (z, 7) on the space 2 = (X x A)°°,
with F as the product sigma-algebra, in a canonical
way (see [10]). The corresponding expectation opera-
tor will be denoted by E7. The pair (z, ) determines
a stochastic process (2, F, P, {x:}) called a Markov
Decision Process (MDP).

Let (X, A, {A(z) : z € X}, Q, c) be a fixed con-
trol model. For each policy 7 and initial state x € X,
consider

v(m,x) = EI

Z ole(xy, at)] .
=0

v(m, x) from the equation above is called the roral ex-
pected discounted cost, where a € (0,1) is the dis-
count factor.

The optimal control problem is then to find a pol-
icy 7* € II, such that

v(r”,2) = inf v(7,2),

x € X, and in this case 7* is called an optimal policy.
The function ¥ defined by

v(z) =v(r*, x),

x € X, is called the optimal value function.
The value iteration functions are defined as

x€ X,andn =1,2,..., with V5 (-) = 0.

Let w : X — [1,00) be a measurable function. If
m 1s a real-valued function on X, then its w—norm is
defined as

|mll,, := sup
zeX
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(w is called a weight function.)

Assumption I

(a) A(x)is a compact subset for each x € X.

(b) ¢(z,a) is lower semicontinuous (l.s.c.) in a €
A(z) for each z € X. (i.e. for each z €
X, liminf, o c(z,a,) > ¢(z,a), for any se-
quence {a,} in A that converges to a.)

For each z € X, the function

U@ﬂ%j/waMM%w

(©

is continuous in a € A(x), for every bounded
measurable function v on X.

(d)

There exist nonnegative constants r and 3, with
1 < B < 1/a, and a weight function w > 1 on
X such that, for every state ¢ € X,

i) SUPqec A(x) |C(ZL‘7 a)‘ < T"(U(I') and
i) supeea) [ w¥)Q(dy lx,a) < fuw(z).

(e) For every state z € X, the function

w(.0) = [ w()QUylz.o
is continuous in a € A(x).

Lemma 1. Suppose that Assumption I holds. Then:

(a) The optimal value function U is a solution for the
following equation:

it

{00+ [FwQty i},

x € X. (This equation is called the Dynamic
Programming Equation.)

(b) There exists 0 € F such that

ﬂ@=c@ﬁw»+a/ﬂwQWM%ﬂw%
2)
x € X, and 0 is optimal.

(c) Vp(x) — v(x), when n — oo for each x € X.

Remark 2. The proof of the previous Lemma could
be consulted in [11] pp. 51-53. In particular, in this
source the following inequality is proved,

r
L—n
x € X and v := «af. Inequality (3) will be used in
the following sections.

[o(z)] <

3)

w(z),
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Consider a deterministic MDP with a space state

X, a space control A, with admissible sets A(z) C A,

x € X. Suppose that the dynamic of the system is
given by the difference equation

Ty = F(xy, a1), (4)

t=20,1,..., where F' : K — X is a given measurable

function, and the cost function ¢ : K — R is measura-
ble as well. In this case, () is given by

Q(B ]a;,a) = IB(F<mva))7

for all B € B(X) and (z,a) € K, where Ip(-)
denotes the indicator function of B. The transition
law of the deterministic problem will be denoted by

Qr. Then the Markov control model is given by
(X, A {A(z) :z € X},QF, ).

Remark 3. Observe that, when F' is a continuous
function on K, the transition law Qr is weakly con-
tinuous, i.e.

[ utw)@etdy 2. 0) = u(F (o, a)

is a continuous function of (r,a) € K for every
u € {¢ : X — R : (is a bounded continuous
function}.

Assumption I1

(a) Same as Assumption I (a). Moreover, the mul-
tifunction © —— A(x) is upper semicontinuous
(u.s.c.).

(b) The cost function c is l.s.c. on K.
(c) F'is a continuous function on K.

(d) There exist nonnegative constants 4 and 3; with
1 < B4 < 1/a, and a continuous weight function
wg > 1 on X such that for every state x € X:

1) SUPgeA(a) le(z,a)| < rqwq(x) and

i) SUPgea(y) wa(F(z,a)) < Bgwa(z).
Remark 4. Under Assumption Il a similar version of
Lemma 1 holds for a deterministic MDP (see [11], pp.

65-67). (In this case, in Lemma 1 it is just necessary
to change the transition law Q) for Qr.)
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3 Statement of the Problem

Let (X, A, {A(z) : z € X}, QF, ¢) be a deterministic
Markov control model as introduced in the previous
section. Besides, consider a stochastic control system
with the same: state space X, control space A, ad-
missible sets A(z), z € X, and the cost function c,
but with the following dynamic of the system:

i1 = F(ze, ar) + €&, (5)

t=0,1,..., where {&} is a sequence of i.i.d. random
elements taking values in a Borel space S C X with a
distribution function p and € € =, where = is a com-
pact subset of the real numbers containing zero. Note
that in this case a family of Markov control models in-
dexedbye: {(X, A, {A(z) :z € X},Qe,c) : e € E}
is considered, where the transition law Q). is given by

Q:(B|x,a) = /IB(F(:U, a) + es)du(s),

B e B(X) and (z,a) € K.

Remark 5. Observe that in the stochastic transition
law (5), when € — 0, the stochastic system goes to
the deterministic system (4). The rest of the paper will
be focused on analyzing conditions which allow both
the optimal value function and the optimal policy of
the stochastic MDP tend to the corresponding optimal
value function and the optimal policy of the determi-
nistic MDP.

In the next sections, the value function of the
stochastic system will be denoted by V* and the de-
terministic system by V. In the same way, the optimal
policy of the stochastic system will be denoted by f¢
and the deterministic optimal policy by f. Moreover,
it will be supposed that Assumptions I or II hold for
each MDP considered. (The weight functions will be
denoted by w and w, for the deterministic MDP and
for the stochastic one, respectively, and similarly for
Vy, and V;7.) Also, there will be assumed the existence
of a unique stationary optimal policy f for the deter-
ministic control system (see [4]).

Let (E, J) be a metric space. If B is a subset of

FE and a € F, it is defined that
d(a, B) = inf{(i(a,b) b B}.

Let B; and Bs be two nonempty closed subsets of E.
Define

C/l\(Bl,BQ) = sup {C/i\(b, Bg) :be Bl} ,
and

a/l\(Bg,Bl) = sup{A(b, By):be Bg} )
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The function

H(Bi, Bs) = max {J(Bl, By),d(Bs, Bl)} )

where B; and Bj are nonempty closed subsets of E,
is called the Hausdorff metric. It has the properties of
a metric on the family of nonempty closed subsets of
E.

In the rest of this Section it will be supposed
that d; and dy denote, respectively, the metrics on X
and A. Besides, let d be the metric on K defined by
d := max{dy, ds}.

Assumption I1I
There is L1 > 0 such that

H(A(x), A(z')) < Lidy(x,2"),
for every x and 2z’ in X where H is the Hausdorff
metric (6).
Lemma 6. Under Assumption Ill, the multifunction
x — A(z) is u.s.c..

Proof. Let {x,} C X be a sequence such that xz,, —
z, x € X and let {a,} be a sequence of elements of
A(zy), n > 1. Using Assumption I1I, it results that

H(A(zn), A(z)) < L1di(zp, x),

n > 1. Then, when n — oo in the last inequa-
lity and using the definition of H, it is obtained that
da(A(xy), A(x)) — 0. In particular,

nlinolo da(an, A(x)) = 0. @)

Fix n > N. For each k > 1, there exists b} € A(x)
such that

1
dg(an, A(.T)) + % > dg(an, bZ) (8)

Since A(z) is a compact subset of A, there exists a
subsequence {by } of {b} and b" € A(z) such that
by, — b". Then, substituting k by k; and letting [ —
oo in (8) it results that

da(an, A(x)) > da(an,b"). )

Using a similar argument (now, considering n as va-
riable), there exist a subsequence {b"*} and a €
A(z), such that " — a when z — oo. Then, by
(9) and (7) it is obtained that

lim ds(ayn,,b" ) = 0.
On the other hand,
da(an,,a) < ds(an,,b") + da2(b"*, a).

Therefore, when z — o0, a,, — a. Now, from
Lemma 2.20 in [3], it follows that z — A(x) is u.s.c..
This concludes the proof of Lemma 6. O
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Now, let G : K — R be a measurable function. It
is supposed that there is a function A : X — R such
that G(z,a) > A(x), forall z € X and a € A(z).
Define g : X — R by

inf G(z,a),

10
a€A(x) (10)

9(x) =
rxeX.
The following Lemma is similar to Proposition 24
in [1]. The proof of this Lemma is presented here for
the completeness of the paper.

Lemma 7. Suppose that Assumptions 1 a) and 11l
hold. Let G : K — R be a Lipschitz function on K
with a Lipschitz’s constant L. Then g given by (10) is
a Lipschitz function on X with a Lipschitz’s constant
Lmax{L,1}.

Proof. 1t will be known that due to Assumption I a),
Lemma 6, and the fact that G is Lipschitz there exists
h € F such that g(z) = G(z,h(z)), x € X (see
Proposition D.3, Appendix D in [10]). Fix z, 2’ € X.
Using Assumption III, it results that

inf {da2(h(z),a) : a € A(a')} < Lidy (z, ).
Then, there exists ' € A(z) such that
da(h(z),a") < Lidy(z, 2"). (11)

Therefore,
g9(z') — G(z, h(x))

< G@,d) - Gla, h())
< Lmax{dl(x,x’),dQ(h($)7a,)}

g9(a’) —g(z) =

|

Now, using (11) in (12), it is obtained that

Ldi(z,2"), if di(x,2") > da(h(x),d’)
Lds(h(z),d"), if di(z,2") < da(h(x),a’)
(12)
g(2") — g(z) < Lmax{Ly, 1}d;(z,2).
In a similar way it is possible to demonstrate that
g(2") — g(z) < Lmax{Ly,1}d(z, ).

Therefore, since x and z’ are arbitrary the result fol-
lows. O

Now the following assumption will be presented.

Assumption IV
There are constants Ly and Ly such that:

(@) |c(k) — c(kK")| < Lod(k, k') for every k and k' in
K
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(b) |F(k) — F(k')| < Lad(k, k') for every k and k'
in K.

Now, let G : K — R be a function defined by
Gk) = (k) + a / VE(F(k) + es)du(s),  (13)

k = (z,a) € K. And for each n, let G, : K — R be
a function defined by

(k) = c(k) + a / VE(F(k) + es)du(s), (14)

k= (z,a) € K.

Lemma 8. Suppose that Assumptions I, 1II, and 1V
hold. Then for each € € =,

(a) V2 (see (1)) is a Lipschitz function with a cons-
tant

K, = (LO + OanflLQ) max{l, Ll},
forn=1,2,..., with Ky = 0.

(b) The optimal value function V¢ is a Lipschitz
function.

Proof. (a) Fix ¢ € =. The proof will be made by
induction. For n = 1 it results that, due to Lemma
7 and Assumption IV (a), V7 is a Lipschitz function
on X with a constant K1 = Lomax{1, L }. Suppose
that V,7_, is a Lipschitz function with a constant

K, 1= (LO + Oan_ng) max{l, Ll},

forn > 1. Let k,k’ € K. Then, using (14) and
Assumption IV, it results that

|G (k) — Gy ()| < |e(k) — c(K)| +
@ [ 1V A0+ 29) = Vi (P + 29) )
Lod(k, k') + aKn_1 |F(k) — F(K)|

Lod(k, k') + aKn_1 Lad(k, k')
(LO + OéanlLQ) d(k‘, ]{3/)

INININ

Hence, G, is a Lipschitz function and then, using
Lemma 7 and the fact that ¢ is arbitrary, the result
follows.

(b) Firstly, it will be proved that the sequence
{K,} given in a) is convergent. The sequence { K, }
satisfies the following equation:

Kn+1 = (LO + OanLg) max{l, Ll}, (15)
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forn > 1 and Ky = 0, since Vy = 0. Iterating (15), it
results that

n—1
K, = Loymax{l,L1} Y B,
i=0
where B = aLomax{1l,L;} and n > 1. Without

losing generality, it is assumed that 0 < B < 1. Then,
when n — oo, it follows that

K = lm K,

L() max{l,Ll}
1 —aLlsmax{l,L;}
L() max{l,Ll}
1-B '

Now, using a) and (13) it results that
(G(k) ~ G(K)| < Kd(k, K),

for k, k' € K. Therefore, using Lemma 7 the result
follows. ]

Remark 9. The Lipschitz continuity in the context of
MDPs using the Kantorovich metric can be consulted
in Hinderer [12].

Lemma 10. The optimal policy f is continuous.

Proof. The proof is made by contradiction: suppose
that f is not continuous. Then there exist x € X and
asequence {x, } in X such that x,, converges to x, and
f (zn) - f(z). Itis possible to obtain a subsequence
{zn, } of {z,} such that

d2(f(£”k>vf<$)) > T,

for some 7 > 0 and for all £k = 1,2,.... Since
Yn, = f(an,) € A(zn, ),k = 1,2,... and the mul-
tifunction x — A(x) is compact-valued and is also
u.s.c., there exists a subsequence {yn, } of {yn, } such
that g, — y, for some y € A(z).

On the other hand, using (1) applied to the deter-
ministic MDP, it results that

V(Inkl) = C(:’U’ﬂkl 9 ynkl) + O[V(F(xnkl 9 ynkl )a (17)

(16)

[ = 1,2,.... Then, when ! — oo in (17), it follows
that
V(z) = clz,y) + aV(F(z,y)).

But the deterministic optimal policy f is unique, so
y = f(x). This last conclusion is a contradiction,
since da(y, f(x)) > 7, due to (16). Therefore, f is
continuous.

In the following section the main results of the
paper will be presented: see Theorems 11 and 12, be-
low. O
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4 Main Results

Assumption V
w (+) and w, (-) are continuous functions on X.
Let T be a compact subset of X and Ky :=
{(z,a) 1z €T,a € Ax)}.

Theorem 11. Suppose that Assumptions I-V hold. Let
{en} C = be a sequence such that ¢, — 0. Then
{Ver} converges uniformly to V on every nonempty
compact subset of X.

Proof. Firstly, observe that for eachn > 1,

|Ven — V||w5n <R, (18)

where w,,, () = w(z) + we, (x),x € X, and R =
max{r/ (1 —~),rq/ (1 —~4)} and r and ~ are the
constants of the stochastic systems given by Assump-
tion I, meanwhile r; and ~; are the constants of the
deterministic system. Inequality (18) is a direct con-
sequence of inequality (3) applied to both problems:
the deterministic and the stochastic one.

Letx € T, where T a fixed compact subset of X.
Then using Lemma 8 it results that

Ve (z) = V()]

< a min
acA(x)

S mn / Ve (F(a,a) + £08) — V(F(2,a))] du(s),
(19)

/ Ver (B2, 0) + ens)duls) — V(F(z,a))

On the other hand, fora € A(z) and s € S,
VER(F(w,a) + £0s) — V(F(z,a))

< Vo (F(wz,a) = V(F(z,a))|
+ |V (F(z,a) + eps) — VE (F(z,a))|
< K |5n‘ |5’ + ||V€n - VHESR an(F(x7a))
< Klen||s|
+IV =Vlg, ~— sup  we, (F(k)).
(k,en)€EKy xZ
(20)
Then, using (20) in (19), it results that
Ve (@) = V(@) < oL [V = Vg, +aK len] EI¢],
where L = SUP (e, )eKy x= We, (F'(K)).  Since
We,, > 1, it results that
«
Vver — V. < ~K|e,| F|€].
[ I, < ==K leal £
Then,
[0 ~
sup [V (2) - V()| < —2 <KL lea| Ele].
zeY 1—alL
21
Therefore, when n — oo in (21), and since Y is arbi-
trary the result follows. O
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Theorem 12. Suppose that Assumptions I-V hold. Let
{en} C = be a sequence such that €, — 0. Then
{fn} converges uniformly to f on every nonempty
compact subset of X.

Proof. The proof will be made by contradiction. Let
T C X be a fixed compact set and take g,(x) =
fer(x),x € X, e, € E,n > 1 with €, — 0. Suppose
that

sup dy(gn(x), f(x)) - 0.
zeT

Then there exists 7 > 0 such that for all m, there exist
n > m, such that

sup da(gn(2), f(z)) = 7> 0.
zeY

Let {ny} be a subsequence of {n} such that

sup da(gny,(2), f(x)) > 7.

For each, k > 1, there exists x,,, € T, such that

da (gnk (xnk)’ f(l‘mc)) >T.

Because T is compact, there exists z € Y, such that
Ty, — . Since the multifunction T — A(T) is u.s.c.
and gy, (2n,) € A(zn, ),k > 1, there exists a € A(x)
such that I, (xnkl) — a. Now, taking z,, equal
to n,, in (22), using the continuity of f, and letting
I — oo in this inequality, it results that

(22)

d2(a7f(x)) >71>0, (23)

x € X. On the other hand, by (2) it is obtained that
Vo, (xnkl) = C(xnkl » Ini, (xnkl )

40 [ Vi (g, (80 + 2, 5) ).
Hence, when | — oo,
V(z) = c(x,a) + aV(z,a),

x € X. But, the uniqueness of f implies that a =
f(x), which is a contradiction to (23). Therefore,
since Y is arbitrary, Theorem 12 follows. O

In the following examples there will be verified
the assumptions given in this paper.

S Examples
In this section d; and dy are considered as the usual

metric in R, that is di(z1,22) = da(z1,22) =
|Z1 — 22‘ , 21,22 € R.
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Example 13. The dynamic of the system is given by

Ti4+1 = Qg + 5&5,

t = 0,1,..., and {&} is a sequence of random va-
riables i.i.d. taking values in S = [0,M/2] and
e € [0, 1]. Observe that in this case, trivially, E || <
+oo. The state space is X = [0, M], where M is
a fixed positive number; the control space is A =
[0, M/2]; the set of admissible controls in a state x
is A(z) = [0, min{z, M /2}], and the cost function is

c(x,a) = e,

(z,a) € K.

Remark 14. For Example 13 Assumptions I, Il and V
trivially hold as a consequence of the boundness of the
cost function ¢ and of the compactness of A(x),x €

X.

Lemma 15. For this Example Assumptions Il and IV
hold.

Proof. Assumption III holds since the Hausdorff me-

tric is given by: H(A(a:),A(x’)) |z —2'|, if
z, 2’ € [0,M/2], H (),()) 0; if z, 2’ €
[M/2,M], H(A(x), A(z' 2 = |z — M/2| 1fx €

[0, M /2] and H(A(x), A(z")) = |2’ —
[0,M/2] and 2’ € [M/2, M]. Inall the prev10us cases
the continuity of Lipschitz holds.

Now, let
F(z,a) = a,
(z,a) € Kand s € S. Then
|F(k) = F(K)| = |a—d]
< max{|z — 2|, |a—d[}
= d(k, k'),
where k = (z,a),k' = (2/,d’) € K.

Afterwards, the Lipschitz’s continuity of the cost
function ¢ will be proved. Let k, ¥’ € K, then

|c(k) — e(k)]

— ’ ’ _ !
— lea(ex_ex)+ex (ea_ea>
x/

< et

!
e’ —e*

Using the Mean Value Theorem, it results that there
exist constants M7 and Ms such that

/

c(k) —c(K)] < |e"—¢" M/2]ea _ ea
< Ml‘m—x"—i—Mg‘a—a"
< Md(k, k),
where k, k' € K and M = max{M;, Ms}. O
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Example 16. An Inventory/Production System. Con-
sider a finite capacity C < oo of an inven-
tory/production system in which the state variable x;
is the stock level at the beginning of the period t,
where t = 0,1,2,.... The control variable a; is the
quantity ordered or produced at the beginning of the
period t, and the disturbance process {&} is the co-
rresponding demand. {&;} is a sequence of i.i.d. ran-
dom variables with values in the space S = [0,00)
with distribution u. It will be supposed that the
demand distribution p is absolutely continuous with

density A, i.e.

u(B) = /B A(s)ds,

B € B(R). Denoting the amount sold during the pe-
riod t by

Tit1 = Ty + ap — €&y,

and letting the initial state be some given inventory
level x( independent of {&}. It will be assumed that
E|£| < 400, where £ is a generic element of the se-
quence {&.}. The state space is X = R, the control
space is A = [0, C|, the set of admissible controls in
the state x is A(x) = A, and the cost function is

c(z,a) =¢(a) + /[pmax 0,z +a—ces)

+hmax (0, —z — a +¢es)]A(s)ds, (24)
(x,a) € K, where v : A — R is the cost produc-
tion (i.e. 1(a) represents the cost to order a units),
h is the unit holding cost for excess inventory, and p
is the shortage cost for unfilled demand. These unit
costs are all positive. Moreover, it will be assumed
that 1 (0) = 0, 1 is strictly convex and Lipschitz
continuous. Take o < 1/2. & belongs to some fixed
nonempty subset containing zero.

Remark 17. Assumptions I (a) and (b), and Il (a) and
(b) trivially hold. The proof of the uniqueness of the
policy f is similar to the proof given for Example 4.5
in [4], and Assumption I (c) is also verified in that
reference. The rest of the Assumptions are shown in
the following Lemmas.

Lemma 18. The weight-functions w and w, are given
by
we(x) = hlz| + Tt

x € X, and
w(z) =h|z|+ T,

x € X, where T, = n+ Ch+epE[(]+ 1, T =
n+ Ch+1, and n = sup,c 4 ¥(a).
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Remark 19. Observe that the weight-functions w and
we satisfy the following assumptions: Assumption |
(d) and Il (c), withr = rqg = Land 3 = B4 = 2 (these
are consequences of the fact that o < 1/2). Besides
Assumptions I (e), Il (b) and 1V, trivially hold.

Proof. Taking y = z + a in (24), it results that
C(.%',y - .’E) - ¢ (y - :U) + )\(y)7
where

Ay) = hE[max(0,y — )]

+pE [max (0, —y + ££)] .

Using the Change Variable Theorem (assuming that
€ # 0), it is obtained that

AMy) = hyu (%) —e(h+p) /_Z sdp(s)
+peE[§] — py (1 — i (g)) :
Then,
Ay) < hyp (g) +peE[g].
Since

1. 0<p (%) <1;and
2.y€xr,z+Clxe X,
it results that

< n+ Ch+ hx + peE [{]
< n+Ch+hlz|+peE [£] + 1,

ez, a)]

(x,a) € K. Then we(z) = hl|z| + T,z € X, and
in a similar way it is possible to prove that w(z) =
hle|+ T,z € X. O

Lemma 20. For Example 16, Assumptions II1,1V, and
V hold.

Proof. To prove this Lemma it is just necessary to
demonstrate that the cost function ¢ and the function

F(z,a) =z +a,

(x,a) € K are Lipschitz functions. Observe that
in this case the Hausdorff metric is constant, i.e.
H(A(x),A(z")) = 0, z,2" € X. First of all, it will
be proved that F' is a Lipschitz function. To do so, let
k,k" € K and

|F(k)—F(K)| < la—d|+ |z —2a|
< 2max{|a—a’Hx—:c"}

2d(k, k).
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Now, it will be proved that c is a Lipschitz function.
Since, the function v is Lipschitz, it is just necessary
to prove that the function

H(k) = /pmaX(O,kz—es)A(s)ds

+ / hmax (0, —k + es) A(s)ds,
k € K, is Lipschitz. Let k, k¥’ € K. Then, using the

identity max (0,z) = (z+12]) /2,2 € R, it results
that

\mkz)—ff(k’)
< p+h/\k K| A(s)
p+h/|k—ss| I — es]| A(s)
< (p+h)|k—F]|
< (p+h)(Jlz—2|+]a+d|)
< 2(p+ h)d(k, k).
Therefore, the result follows. O

6 Concluding Remarks

In this article there have been established conditions
which guarantee the uniform of compact sets conver-
gence of both the optimal value functions and the opti-
mal policies of a certain class of stochastic systems to
the optimal value functions and the optimal policies of
the deterministic systems associated, in an convenient
sense, to the stochastic ones, respectively.

With the results obtained in this article, it is now
possible to study the perturbation methodology in
the context of MDPs (see [13] and [14]) and to find
inequalities to estimate the stability (robustness) be-
tween the stochastic system and the deterministic one.

Research in these directions is still in progress.
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