April 14,2020 9:40 RPS/Trim Size: 221mm x 173mm for Proceedings/Edited Book DahlHuseby EnvContourDesign

Environmental contours and optimal design
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Classical environmental contours are used in structural design in order to obtain upper bounds on the failure
probabilities of a large class of designs. Buffered environmental contours, first introduced in |Dahl and Huseby
(2018), serve the same purpose, but with respect to the so-called buffered failure probability. In contrast to classical
environmental contours, buffered environmental contours do not just take into account failure vs. functioning, but
also to which extent the system is failing. This is important to take into account whenever the consequences of
failure are relevant. For instance, if we consider a power network, it is important to know not just that the power
supply is failed, but how many consumers are affected by the failure. In this paper, we study the connections
between environmental contours, both classical and buffered, and optimal structural design. We connect the
classical environmental contours to the risk measure value-at-risk. Similarly, the buffered environmental contours
are naturally connected to the convex risk measure conditional value-at-risk. We study the problem of minimizing
the risk of the cost of building a particular design. This problem is studied both for value-at-risk and conditional-
value-at-risk. By using the connection between value-at-risk and the classical environmental contours, we derive a
representation of the design optimization problem expressed via the environmental contour. A similar representation
is derived by using the connection between conditional value-at-risk and the buffered environmental contour. From
these representations, we derive a sufficient condition which must hold for an optimal design. This is done both in
the classical and the buffered case. Finally, we apply this methodology to a system reliability design problem.

Keywords: Structural reliability analysis, environmental contour, structural design, failure probability, buffered
failure probability, design optimization.

1. Introduction contours and buffered environmental contours. In
Section [4] we derive an alternative characteriza-
tion of the design optimization problem of mini-
mizing the value-at-risk of the cost of a structure
by connecting this problem to environmental con-
tours. In Section [5) we apply this methodology
to a system reliability design problem. Value-
at-risk ignores the tail of the distribution of the
structure function, therefore we recall the defini-
tion of another risk measure, conditional value-at-
risk (CVaR), in Section [f] We also derive some
properties of CVaR. In Section[7} we minimize the
conditional value-at-risk of the cost of a structure.
We derive an alternative characterization of this
problem by connecting it to buffered environmen-

In this paper, we will consider the problem of
design optimization. We will minimize the risk
of the cost of a structural design. The cost of
the structural design is composed of two parts:
A fixed failure cost K which occurs in case of
system failure and a cost function x(x) which
only depends on the chosen design «. This risk-
of-cost minimization will be done with respect
to two different risk measures: Value-at-risk and
conditional value-at-risk. Conditional value-at-
risk is a convex risk measure, which takes into
account not just whether a system functions or
fails, but to which extent it fails. We connect the
value-at-risk and conditional value-at-risk to envi- - . : :
. . A tal contours. Finally, in Section @, we discuss

ronmental contours via functions C(u) and C(u). - : I ;

. . . = a criterion for selecting a set of 1initial design
This connection to the functions C(u) and C'(u) concepts related to the system of interest.
allows us to get an alternative characterisation of
the risk-minimization problems. 2. Value-at-risk and some properties

The structure of the paper is as follows: In
Section 2] we recall the definition of value-at-risk ~ Let X be a random variable, representing risk.
and derive som properties of this risk measure. In ~ Define Sx(z) := P(X > z). Let a € (0,1)

Section 3] we recall the concept of environmental ~ be a given probability representing an acceptable
level of risk. In the context of structural design,
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the value of « can for instance be determined by
the firm based on the required return period of the
system. See Dahl and Huseby| (2018)) for further
details. The a-level value-at-risk associated with
the risk X, denoted by V,,[X], is given by S5 (a).
More formally, we define:

Vo[X] = Sx'(e) = inf{z : P(X > 2) < a}.

()

value-at-risk is frequently used for risk manage-
ment in banks and insurance companies. For more
about value-at-risk as a risk measure, see e.g.
Jorion|(2000) and Best and Best| (1998)).

If Sx is strictly decreasing, it is easy to show
that:

Va[X] = « if and only if
P(X>2)<a<P(X>z). (2

In particular, when S is strictly decreasing, the
following holds true:

If P(X >2)=a, then V[ X]=2. (3)

Finally, if X is a discrete random variable, we
have that:

Vo [X] = « if and only if
PX>z)<a<PX>z). &

We now show some properties of value-at-risk
which are needed to derive an alternative charac-
terization of our design optimization problem in
Section ]

Prop 2.1 (Monotone transform). For a strictly
increasing continuous function ¢ : R — R we
have:

Valo(X)] = S5, (@) = ¢(S5 (@) (5)

Proof: We note that since ¢ is strictly increasing,
it follows by Eq. (I) that:

Valp(X)] = inf{y : P(¢(X) > y) < o}
=inf{y: P(X > ¢ *(y)) < a}.
We then substitute y = ¢(x) and ¢~ *(y) = =, and
get:
Valo(X)] = inf{o(x) : P(X > 2) < a}
= ¢(inf{z: P(X > z) < a})
= (Sx" ().
O

Value-at-risk is linear, as shown in the follow-
ing result.

Corollary 2.1 (Linearity). Fora > 0and b € R
we have:

ValaX +b) = aV,[X] + 0.
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Proof:  The result follows directly from the
monotonicity property by noting that:

(X)) =aX +b

is a strictly increasing function for all ¢ > 0 and
beR.
|

3. Environmental contours

The classical approach to environmental contours
was first introduced in |[Rosenblatt| (1952). A
Monte Carlo approach to environmental contours
was considered in [Huseby et al.| (2013), Huseby
et al.| (2015a) and [Huseby et al. (ZOISbE}

In probabilistic structural design, it is com-
mon to define a performance function g(V,x)
depending on some deterministic design variables
x = (x1,22,...,2,,) representing various pa-
rameters such as capacity, thickness, strength
etc. and some random environmental quantities
V = (W, VW,...,V,) € V, where V C R".
The performance function is defined such that if
g(V,x) > 0, the structure is failed, while if
g(V, a:; < 0, the structure is functioning. More-
over, for a given @ the set F = {v € V :
g(V,x) > 0} is called the failure region of the
structure. An important part of the probabilistic
design process is to make sure that P(V € F)
is acceptable for all failure regions JF of interest,
denoted £.

In order to avoid failure regions with unac-
ceptable probabilities, it is necessary to put some
restrictions on the family of failure regions. This
is done by introducing a set B C R"™ chosen so
that for any relevant failure region F which do not
overlap with B, the failure probability P(V € F)
is small. The family £ is chosen relative to B so
that FNB C 0B for all F € £, where 0B denotes
the boundary of B. This boundary is then referred
to as an environmental contour. See Figure|I]

Following Huseby et al.| (2017) we define the
exceedence probability of B with respect to £ as:

P.(B,&) :=sup{ps(F) : F € E}. (6)

For a given target probability « the objective is to
choose an environmental contour 9B such that:

P.(B,&) =«

The exceedence probability represents an upper
bound on the failure probability of the structure
assuming that the true failure region is a member
of the family £. Of particular interest are cases
where one can argue that the failure region of a
structure is convex. That is, cases where & is the
class of all convex sets which do not intersect with
the interior of B.

2This section is based on|Dahl and Huseby|(2018). We include
it here for the sake of completeness.
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Failure region

Environmental contour

Fig. 1. Anenvironmental contour 913 and a failure region F.

3.1. Monte Carlo contours

There are many possible ways of constructing
environmental contours. In this paper we connect
the design optimization problem to the Monte
Carlo based approach to environmental contours,
first introduced in [Huseby et al.| (2013), and im-
proved in |[Huseby et al.|(2015a) and |[Huseby et al.
(2015b).

Let U be the set of all unit vectors in R™, and
let w € U. We then introduce a function C(u)
defined for all w € U as:

C(u) :==inf{C: PV >C) <a} ()

Thus, C(u) is the (1 — «a)-quantile of the dis-
tribution of w'V. Given the distribution of V,
the function C(u) can be estimated by using
Monte Carlo simulation, see e.g. [Dahl and Huseby
(2018).

Then, from the previous definitions:

PV > C(u)] = a.

We will use this equality to connect the optimal
design problem to environmental contours, via the
quantile function C(u).

3.2. Buffered environmental contours

Similarly, so called buffered environmental con-
tours, first introduced in|Dahl and Huseby|(2018)),
can be estimated via a function:

C(u) :=Eu'V|u'V > C(u)). ®)

Buffered environmental contours are constructed
similarly to classical environmental contours, with
the exception that the failure probability of interest
is the buffered failure probability. For any prob-
ability level «, the a-superquantile of g(V ', x),
da (), is defined as:

Go(x) = Elg(V,2)|g(V, ) > qo(x)].  (9)

DahlHuseby EnvContourDesign
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That is, the a-superquantile is the conditional ex-
pectation of g(V', ) when we know that its value
is greater than or equal the a-quantile. Then, the
buffered failure probability, p, first introduced by
Rockafellar and Royset Rockafellar and Royset
(2010), is defined as

prlx)=1-a, (10)

where « is chosen so that g, () = 0. From these
definitions, it follows that

(@) = PO(V,2) > @) = 1= Flaa(2))
where F' denotes the distribution of the structure
function g. Buffered environmental contours can
be constructed via Monte Carlo similar to classi-
cal contours. We study the relation between the
design optimization problem with respect to con-
ditional value-at-risk and buffered environmental
contours in Section[7]

4. Value-at-risk and optimal design

We will now connect the optimal design problem
with respect to value-at-risk to the quantile func-
tion C'(u). Then, we use this connection to derive
an alternative characterization of the optimization
problem. Some key references on design opti-
mization and structural design are Parkinson et al.
(1993)) and |Cruse| (1997).

Let V. = (Vi,...,V,) € V be a vector of
environmental variables and let & € (0,1) be a
given probability representing an acceptable level
of risk. We assume that we have determined a
function C'(u) defined for all unit vectors u € R"
such that:

Plu'V > C(u)] = a, forallu € R™.
We also introduce the following notation:
Hu)={V eV:u'V =C(u)},
O (u) ={V eV:u'V > C(u)},
O (u)={VeV:u'V <C(u)}
Hence, for all u € R™ we have:
PV €It (u)] = P[u'V > C(u)] = a. (13)

Remark 4.1 (Connection to MC contours).
Note that this is the same framework as what
is frequently used in connection to Monte Carlo
environmental contours, see Section [3 as well as
Dahl and Huseby| (2018). The function C' corre-
sponds to the quantile function used to construct
environmental contours, see Eq. ([?])

(12)

Let the cost of system failure be denoted by K.
We introduce a deterministic function k = k(x)
representing the cost of the design x, and assume
that:

k(x) < K forallx € X.
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Note that this assumption implies that for any
design of interest, system failure costs more than
rebuilding the system. This means that system
failure has other financial consequences than just
having to rebuild the system. This will typically
be the case in practise, for instance for telecom-
munication networks, subway networks or power
production companies.
The total cost, denoted H, is given by:

H(V.,z)=K -1g(V,z) > 0] + s(x).

where I[-] denotes the indicator function. The
a-level value-at-risk of a given design, denoted
Vo (H), is given by:

Va(H) = Sg' (a),

where Sy (h) =1 — Fy(h) = P(H > h). Thus,
Vo (H) is the (1 — «)-percentile of the distribution
of H. Our main objective is to choose a design x
so that to minimize the value-at-risk of H, i.e.

Inin Vo(H(V,x))
Since k(x) is deterministic, it follows by the lin-
earity of V,, that:
VolH| = VoK -T[g(V, 2) > 0] + K(z).

We observe that K - I[g(V,x) > 0] is a discrete
random variable with only two possible values, 0
and K. Its distribution is given by:

PIK -1[g(V,z) > 0] = K] = P[g(V, =) > 0],

P[K -1[g(V,x) > 0] =0] = P[g(V,x) <0].
By Eq. () we know that:
VoK -T[g(V,z) > 0]] = y,
if and only if:
PK -1g(V,z)>0]>y|<a
< PIK -T[g(V,2) > 0] > ]
In particular, we have
PK -Ig(V,z)>0] > K|]=0<q.
This implies that:
VoK -1[g(V,z) > 0]] = K,
if and only if:
PIK -T[g(V, @) > 0] > K]
=Plg(V,x) >0 >«
Furthermore, we have
PIK-1[g(V,z)>0]>0]=1>a.
This implies that:
VoK -1[g(V,z) > 0]] =0,

DahlHuseby EnvContourDesign

if and only if:
PIK -1[g(V,z) > 0] > 0]
=Plg(V,z) >0] < a.
Summarizing this, we get:

VoK -T[g(V,z) > 0])

:{éf

From this it follows that:

Vo (H) = {K-l—n(w)

if Plg(V,xz) > 0] >«
if Plg(V,z) >0] <«
(14)

if Plg(V,xz) > 0] >«
if Plg(V,z) > 0] <«

15)
Since we have assumed that x(x) < K for all
x € X, it follows that an optimal design = must
be chosen so that:

Plg(V,z) > 0] < a (16)

Theorem 4.1 (Halfspace condition VaR). A suf-
ficient condition for Eq.(I6) to hold is that
g(V,z) < 0 for all V such that 'V < C(u),
where u € R"™ is a suitably chosen unit vector.

Proof: The condition implies that if g(V',x) >
0, then v’V > C(u). Hence, by Eq. we get
that:

Plg(V,z) > 0] < P[u'V > C(u)] = a.
Therefore, we conclude that Eq. (16) is satisfied.
]

We then let w € R”™ be a unit vector and
consider the following subclass of designs:

X(u) =
{xe X :g(V,x)<0forall V e II" (u)},

i.e., designs such that the systems function for
all V. € II"(u). By the halfspace condition,
Theorem we know that Eq. is satisfied
for all designs € AX'(u). Hence, an optimal
design within the subclass X' (u) can be found
by minimising x(x) with respect to x € X (u).
Different choices of the unit vector u will generate
different optimal designs. However, the choice of
u may often be a result of initial concept decisions
related to the system of interest. Thus, it may
not be necessary to consider multiple subclasses
of design.

5. System reliability optimization

In this section, we show how the proposed
methodology can be used to optimize system re-
liability. Thus, we consider a system with n
components. The design = (x1,...,x,) is a
vector representing the strengths of the individual
components. The performance of the system is
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affected by a vector V. = (V4,...,V,,) of envi-
ronmental variables such that component ¢ is func-
tioning if V; < x;, and failed if V; > x;. The com-
ponent state vector, denoted Y = (Y1,...,Y,)
is defined by letting ¥; = 1 if V; < x; and
zero otherwise, ¢« = 1,...,n. The system state is
determined by the structure function, ¢ = ¢(Y)
where ¢(Y') = 1 if the system is functioning and
zero otherwise. Given the minimal cut sets of the
system, K1, ..., Kj, the performance function of
the system can be expressed as:

k
g(V,z) = H H I(V; > )

j=1liekK;

The jth cut set defines a cut set failure region
F;(x) given by:

Fim)= ({V:Vi>a}, j=1... .k
iGK]’

The failure region of the system is the union of
these cut set regions. This region is typically
not convex. Moreover, in general calculating the
failure probability of such a system is NP-hard.
However, if we can find a design o and a unit
vector u(x) so that for j = 1,..., k we have:

Fi(x) C{V :u(z)'V > C(u(x))}

then P(g(V,z) > 0) < a. Hence, for a given
design cost function (), the reliability optimiza-
tion problem can then be stated as follows:

Minimize k(x) subj. to: Eq. (I7).

7

Example 5.1. Consider a 2-out-of-3 system with
minimal cut sets K1 = {1,2}, Ky = {1,3},
K3 = {2,3}. The cut set failure regions of this
system are:

]:1(13) = {V V> ,’El,VvQ > {EQ}
.FQ(:B) = {V V> xl,‘/g > {E3}
.Fg(m) = {V Vo > IEQ,Vg > IL‘3}

The smallest convex set containing 7, F» and F3
is the halfspace F(x) given by:

i Vo W
Flx)={V:— 4+ =4 —=>2)
(x) =1 m+m+m>}

We then introduce a(z) = (7', 25", 25", and
let u(x) = a(x)/|a(x)|. Thus, u(x) is a unit
vector, and we may express the set F () as:

F(x) ={V :u(z)V > 2/|la(x)|}.
Hence, by choosing the design « so that:

2/la(z)| = C(u(z)),

DahlHuseby EnvContourDesign
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or equivalently:
2
la(z)] = Z——
C(u(z))
it follows that P(g(V,z) > 0) < «. Hence, the
optimization problem becomes:

Minimize k() subj. to: Eq. (I8).

(18)

Assuming that we have estimated C(u) for a
suitable collection of unit vectors u, this problem
can easily be solved using standard non-linear
optimization methods.

6. Conditional value-at-risk

So far, we have used value-at-risk as a design
criterion. The problem with this is that VaR ig-
nores the size of the outcomes in the tail of the
distribution.

Example 6.1 (Value-at-risk ignores the tail).
VaRg.05(X) is the x—value such that only 5%
of the outcomes of X are larger (i.e., worse in
our context) than this value. Hence, VaRg o5(X)
ignores the size, and hence the consequences, of
all values above this level.

Based on the previous definition of value-at-
risk, conditional value-at-risk (CVaR), denoted by
Cy, is defined as:

Co(X) = l/ Vo (X)du (19)

@ Jo

That is, we compute the average of the value-
at-risk in the a% worst cases. Coherent risk
measures, which conditional value-at-risk is an
example of, were first introduced in |Artzner et al.
(1999). CVaR is frequently used in mathematical
finance, and to some extent in insurance math-
ematics. |[Rockafellar et al.| (2000) and [Uryasev
(2000) study optimization techniques in connec-
tion to CVaR.

Note that CVaR is also a convex risk measure:

(1) (Convexity) For 0 < A < 1:
Co(AX 4+ (1-X)Y)
<ACH(X) + (1= N)Co(Y).
(74) (Monotonicity) If X > Y, then
Co(X) > Co(Y).
(#i7) (Translation invariance) If m € R, then:
Co(X +ml) = Co(X) — m.

Remark 6.1. The monotonicity property is the
other way around from what is common in finan-
cial mathematics because we view large positive
values as bad (failure of system). In finance,
greatly negative values are bad (losses).
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Prop 6.1. For any strictly increasing continuous
function ¢ : R — R we have:
1 o
Calo(X)) =5 [ GVCX)du 20
0

«

Proof: From the definition of CVaR Eq. (I9):

/ S0
- / oS (u))du
=1 /0 CoVu(x

where the second equality holds because of Eq. (5)
of Proposition [2.1| for VaR.

Co [¢(X)] =

O

In order to prove a monotone transform prop-
erty of conditional value-at-risk, we need the fol-
lowing well-known inequality, included here for
the sake of completeness:

Theorem 6.1 (Jensen’s inequality). Let

(Q, F, P) be a probability space. Let g : Q — R
be a P-integrable function. Also, assume that
@ : R — R is a convex function. Then,

o /ngdP(w)) < /Qso(g(w))dP(w)

From Jensen’s inequality, we find that for f :
[a,b] = R, ¢ : R — R convex, we have

b b
o= | t@in) < = [ etf@naa

By using this, we can prove the following
monotone transform property of CVaR:

Prop 6.2 (Monotone transform of CVaR).
Assume that ¢ : R — R is a strictly increasing,
continuous and convex function. Then,

?(CalX]) < Calp(X)]. 21
Proof:
?(CalX])

o(% foa S;?l(u))
aloo ))du
= éfo S;(X) u)du
= Ca(o(X)).

Here, the inequality holds from Jensen’s inequal-
ity. The second to last equality follows because of
Eq. (5) of the monotone transform proposition for
VaR.

I /\

O
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Conditional value-at-risk is linear, as shown in
the following result:

Corollary 6.1 (Linearity of CVaR). For a > 0
and b € R we have:

CulaX +b] = aCalX] +b

Proof: By using the definition of CVaR and the
linearity of VaR, we see that

ColaX +b) = L ["V,(aX + b)du

1 fo {aVi(X) + b}du
= fo w(X)du) + b
faC (X) + 0.

7. Conditional value-at-risk and optimal
design
Parallel to the VaR-case, we would like to choose

an optimal design x such that the conditional
value at risk of the total cost is minimized:

min C,(H
Tex
where as before, H(V,x) = K - I[g(V,x) >
0] From the linearity of CVaR (see
Corollary

(V)

Co(H) =K -Co([g(V,zx) > 0]) + r(x).

Note that V,, is decreasing in u from its defini-
tion. Also, note that

Ca(Ilg(V,z) > 0))
L [ Va(lg(V, @) > 0])du

é Omin{P(g(V,$)>0),o¢} ldu

imin{P(g(V,x) > 0),a}
> VQ(I[g(V,GC) > OD

(22)

Here, the second equality follows from Eq. (T4)-

Eq. @[) The inequality follows from the formula

for V,(Ilg(V,z) > 0]) in Eq.(14). Also, if
P(g (V x) > 0) > «a, we see that

min{P(g(V,z) > 0),a} =a.  (23)

Hence C,, = 1 (the same as V, in this case). The
property in Eq. (22) is also true in general: Condi-
tional value-at-risk, C,,, is more conservative than
value-at-risk, V.

Now, consider two cases: Let case 1 be the case
where

Plg(V,xz) > 0] >«
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and case 2 be the case where
Plg(V,z) > 0] < a.

The calculations leading to Eq. (22)-Eq. im-
ply that

K + k(x)in case 1
Kw + k(x) in case 2.
(24)
Note that 0 < P[g(V,z) > 0]/a < 1in case 2
above (since Plg(V,z) > 0] < «). Also, note
that our assumption that x(x) < K forallx € X,
is no longer enough to guarantee that the optimal
design should be chosen such that Plg(V,x) >
0] <a.

By considering the difference between the two
cases in Eq.([24), we find that a sufficient con-
dition to ensure that the optimal design satisfies
Plg(V,z) > 0] < ais:

Ca(H) = {

K
r(@2) — (1) < —(a = Plg(V, 22) > 0])
(25)

for all @5 such that P[g(V,x2) > 0] < a and x;
(that is, case 2) such that Plg(V,z1) > 0] > «
(i.e., case 1). Note that this slightly resembles a
Lipschitz condition for the cost function «(+).

Assume, like before, that we have determined a
function C'(u) defined for all unit vectors u € R™
such that Eq. holds. Now, define a function,
C(u), as follows

C(u) :=E[u'V[u'V > C(u)]. (26)

Furthermore, introduce the following notation:

M(u) ={VeV:u'V =Cu)},
O (u) ={V eV :u'V > C(u)},
I (u) ={VeV:uV < Clu)}

and define

Nu,V):=u-V —C(u). (27)
Remark 7.1 (Connection to buffered contours).
Note that this is the same framework as what is
used in connection to buffered environmental con-
tours, see \Dahl and Huseby|(2018). The function
C corresponds to the superquantile function used
to construct buffered environmental contours, see
Eq. (7).

_ For a fixed (but arbitrary) unit vector u, let
X (u) denote the set of designs & such that g(-, )

DahlHuseby EnvContourDesign
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dominated by I'(u, -). Then, for any « € X'(u),

where the last inequality follows because C'(u) >
C(u), so by the definitions of IT* (u) and IT* (u),
we find that I[I*(u) C IIT(u). Therefore, we
have proved that if z € X (u), then

P(g(V,x) >0) < a. (28)

We summarize this in the following theorem.

Theorem 7.1 (Domination condition CVaR).

A sufficient condition for Eq. (28) to hold is that
g(-, x) is dominated by a function T'(u,-) of the
form Eq. [27), where uw € R" is a suitably chosen

unit vector.

If Eq. (23) is satisfied, we know that the optimal
design should be chosen such that Eq. holds.
Let u € R™ be a suitably chosen unit vector. B
the domination condition for CVaR, Theorem
we know that Eq. (28) is satisfied for all designs
x € X(u). Hence, an optimal design is found by
minimising

Plg(V,z) > 0] n

(0%

K k()

with respect to & € X' (u).

8. Choosing the unit vector u

Different choices of the unit vector w will gen-
erate different optimal designs. The choice of u
may often be a result of initial concept decisions
related to the system. If a firm has N different
initial concepts, w1, ..., w N under consideration,
the minimization problem can be solved for each
of these w;’s, i« = 1,...,N. This results in N
potentially optimal designs x1,...,Tn.

To find the optimal concept, the firm can
compare the objective function values, i.e.
Vo(H(V,x;)) or Co(H(V,x;)), i =1,..., N,
of these designs. Assume that for a fixed de-
sign &, we know that the corresponding perfor-
mance function ¢(-, ) is monotone in some V;-
component, ¢ = 1,...,n. Then one should
choose the unit vector w such that it ’follows the
monotonicity”. That is, if g is non-decreasing
in V;, so V; < V; implies that g((V;, V), z) <
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g((V;, V), x), then u should be chosen such that
ui € (0, 1) ]

If g is non-increasing in V;, so V; < V; implies
that g((V;, V), ) > g((V;, V'), x), then u should
be chosen such that u; € (—1,0).

We make the previous statement more precise:
Consider the VaR case. The CVaR case is parallel.
Assume that there exists V', V; < V; where the
system fails in (V;, V'), but functions in (V;, V).
Note that this assumption is slightly stricter than
g being monotone in component ¢. It corresponds
to monotonicity as well as criticality of the 7’th
environmental component. Also, assume for con-
tradiction that u; € (—1,0). By assumption,

9((Vi, V), z) <0and g((V;, V), z) > 0.

That is, the system fails in (V;, V'), but functions
in (V;, V). There exists a vector u such that the
(by scaling) unit vector (u;, u) satisfies (V;, V') €
I ((ui,uw)) and (V;, V) € T ((ug, w)).

From the definitions of TI*((u;,u)) and
IT~ ((u;, w)), this implies that the system should
function in (V;, V') and fail in (V;, V). But this
contradicts the assumption. Hence, choosing u; €
(—1,0) leads to a contradiction, so u; should be
chosen in the only other way possible, namely
such that u; € (0,1). The arguments in the case
where g is non-increasing in Vj is parallel.

9. Conclusions and further work

So far, we have minimized the risk of the cost of
a structural design wrt. VaR and CVaR. An alter-
native design optimization problem is to minimize
the expected cost under a risk constraint:

Minimize E[H(V ,x)] subj. to R(g(V,x)) < a.

Here, the risk-function, R, which depends on
the performance function of the system, can be
either value-at-risk or conditional value-at-risk.
By looking at this optimization problem, the en-
vironmental contour becomes a representation of
the constraint. This problem and its connection
to environmental contours are the topic of future
works.

References

Artzner, P., F. Delbaen, J.-M. Eber, and D. Heath
(1999). Coherent measures of risk. Mathemat-
ical finance 9(3), 203-228.

Best, P. and P. Best (1998). Implementing value at
risk. Wiley Online Library.

Cruse, T. A. (1997). Reliability-based mechanical
design, Volume 108. CRC press.

PHere (V;, V') denotes the vecor V' where component i is V;

DahlHuseby EnvContourDesign

Dahl, K. R. and A. B. Huseby (2018). Buffered
environmental contours. In S. Haugen, A. Bar-
ros, C. van Gulijk, T. Kongsvik, and J. E.
Vinnem (Eds.), Safety and Reliability Safe
Societies in a Changing World. Proceedings of
ESREL 2018, pp. 2285-2292. CRC Press.

Huseby, A. B., E. Vanem, and K. Eskeland (2017).
Evaluating properties of environmental con-
tours. In M. Cepin and R. Bris (Eds.), Safety
and Reliability, Theory and Applications. Pro-
ceedings of the European safety and reliability
Conference, pp. 2101-2109. CRC Press.

Huseby, A. B., E. Vanem, and B. Natvig (2013).
A new approach to environmental contours for
ocean engineering applications based on direct
monte carlo simulations. Ocean Engineer-
ing 60, 124-135.

Huseby, A. B., E. Vanem, and B. Natvig (2015a).
Alternative environmental contours for struc-
tural reliability analysis. Structural Safety 54,
32-45.

Huseby, A. B., E. Vanem, and B. Natvig (2015b).
A new monte carlo method for environmen-
tal contour estimation. In T. Nowakowski,
M. Mlynczak, A. Jodejko-Pietruczuk, and
S. Werbinska-Wojciechowska (Eds.), Safety
and Reliability : Methodology and Applica-
tions. Proceedings of the European safety and
reliability Conference, pp. 2091-2098. Taylor
& Francis.

Jorion, P. (2000). Value at risk. McGraw-Hill
Professional Publishing.

Parkinson, A., C. Sorensen, and N. Pourhassan
(1993). A general approach for robust optimal
design.

Rockafellar, R. T. and J. O. Royset (2010). On
buffered failure probability in design and opti-
mization of structures. Reliability Engineering
and System Safety 95, 499-510.

Rockafellar, R. T., S. Uryaseyv, et al. (2000). Op-
timization of conditional value-at-risk. Journal
of risk 2, 21-42.

Rosenblatt, M. (1952). Remarks on a multivariate
transformation. Ann. Math. Stat. 23, 470-472.

Uryasev, S. (2000). Conditional value-at-
risk: Optimization algorithms and applications.
In Proceedings of the IEEE/IAFE/INFORMS
2000 Conference on Computational Intelli-
gence for Financial Engineering (CIFEr)(Cat.
No. 00THS8520), pp. 49-57. IEEE.



	Environmental contours and optimal design
	Kristina Rognlien Dahl
	Arne Bang Huseby

