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ABSTRACT

The distribution of control capabilities and functions among autonomous system
components has attracted extensive research in the fields of logistics and production
planning & control (PPC). It relies on deep-rooted concepts of emergence and self-
organization that are being increasingly applied as a system of thought to describe
the genesis of order in networks of interacting systems (be them biological, social,
or engineered). Their emergent nature, however, renders much of the traditional,
reductionist knowledge about the design of manufacturing systems and their control
void, opening a gap in the understanding that is already threatening the industrial
adoption of distributed PPC approaches. The current thesis addresses this particular
research gap. It is driven in especially by the frequently expressed hypothesis that a
combination of classical, centralized production control and new, distributed forms
can yield optimal performance. This hypothesis is explored through a combination of
interdisciplinary literature review and minimal model investigations. In a first step,
the literature is analyzed and categorized to form a classification model of decisions
pertaining to the design of manufacturing systems and their control. This describes
a parameter space within which a combination of centralized and distributed control
can be attained. The thesis then discusses two minimal models that investigate in
more detail particular design decisions. First, Chapter 4 applies Cellular Automata on
networks of different structure to investigate the role of control network hierarchy
on the performance of agents in simple, distributed problem solving settings, finding
not only a performance peak at “medium” levels of hierarchy, but also developing
a mechanistic understanding for it. The second quantitative model in Chapter 5
borrows from findings in algorithmic game theory to explore how the emergent be-
havior of selfish agents can be reconciled with the established ideal in manufacturing
system design to set target utilization levels for machines. The findings of this thesis
support a design approach for distributed Production Planning & Control (PPC)
systems based on evidence and analysis, instead of experience and experimentation.
It enhances our understanding of the success factors of distributed control in pro-
duction environments and beyond. It can advance the development of “emergence
engineering” by providing a deeper understanding of the target-driven design of
Complex Adaptive System (CAS).
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CHAPTER ONE

INTRODUCTION

“What the advocates of unilateral centralization and
unilateral devolution have both failed to realize is that
the two processes must go hand in hand. History has,
by its successive swings between the two extremes,
clearly demonstrated that alone, neither is viable,
whether it be in the social or in the technical field”

HaTvaNyY (1985, p. 103)

On deciding, whether to entrust one central omniscient planning entity for the planning
and control of manufacturing operations or to leave such tasks to multiple distributed
entities, the history of Production Planning & Control (PPC) has seen the scale tip to both
sides over the last 8o years.! This chapter will highlight how researchers and practitioners
alike have turned (again) in the last 10 to 15 years to distributed PPC to cope with increasing
complexity and variability in production environments. It will show a gap in knowledge
concerning the design of such systems (Section 1.3), especially with respect to the widely
held, but insufficiently investigated claim that a combination of classical hierarchical PPC
systems and distributed approaches can deliver superior performance (Section 1.2).

Given this research gap and hypothesis, the chapter outlines the theoretical background
and methodological approach adopted by this thesis and introduces the research questions
(Section 1.4). The structure of the remaining chapters is outlined in Section 1.7.

1.1 OF PuLLs AND PuUsHES: A CHANGING PRODUCTION
LANDSCAPE FOR PRODUCTION PLANNING & CONTROL

1.1.1 APPLICATION PULL: INCREASING COMPLEXITY AND FLEXIBILITY
REQUIRE NEW APPROACHES TO PRODUCTION PLANNING & CONTROL

KOREN (2010, Ch. 1) argues that global manufacturing changes its paradigm gradually from
concepts of mass production (selling only a few products in large quantities) and mass
customization (allowing the customer to choose from a variety of pre-determined options

'c.f. Sections 2.2.1 and 2.2.2.
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to individualize the product) to global manufacturing, where globalized demand and
supply leads to oversupply and increasing demand for regionalized (adapted to the needs
and living conditions of a region) and even individualized (tailored toward individual
customers) products.

It is then not surprising that many authors point to similar trends shaping future manufac-
turing (and hence PPC) systems: WINDT and HULSMANN (2007) mention heterogeneous
markets, demand volatility, international competition, short product life-cycles with fre-
quent with product modifications on short notice, and a high number of variants in
small lot sizes as key changes in the market and product environment. The National
Research Council in the USA has come to a similar assessment of the trends affecting
manufacturing companies: It mentions a shift toward creativity and the ability to produce
individualized products to meet sophisticated customer demand in a more global and
competitive market environment as the trends affecting manufacturing over the next 20
years (NATIONAL RESEARCH COUNCIL 1998). To be successful in the future, companies
will have to cope simultaneously with increasing complexity, scalability stress, uncertain-
ties, and the necessity to adapt rapidly to changes in customer demand?, all the while
being challenged to meet tougher customer demands in terms of delivery-reliability and
flexibility as well as keeping check on logistic cost (WINDT and HULSMANN 2007).

For a long time, companies have been trying to cope with increasing external complex-
ity by internalizing complexity: WIENDAHL and SCHOLTISSEK (1994) provide empirical
evidence for the increased complexity in the product, operations, and organization of
production until the mid-1990s. This has traditionally been accomplished through the
application of Material Requirements Planning (MRP) and Manufacturing Ressource
Planning (MRP II) algorithms, where the different functions of PPC (c.f. Section 2.1.3)
are solved sequentially through distinct, specialized, and centralized decision computer
software, constrained by the decisions of their predecessors. As Section 2.2 will show
in greater detail, such systems are well equipped to manage production in calm, stable
production environments, but they are challenged where frequent adjustments and quick
responses are necessary. However, owing to above-described developments in the market
environment, the need for PPC systems to react swiftly to unexpected changes has become
more significant over the past decades (T’KINDT and BiLLAUT 2006, Ch. 1.6.1; GUDEHUS
and KoTzAB 2009, Ch. 20.4.2). Going forward, it is widely assumed that to cope with
the ever-increasing volatility and complexity, fundamental changes to the organization
and control of production will become necessary. MONOSTORI et al. (2006, p. 698) note:
“Various solution proposals unanimously imply that the future of manufacturing lies in
the loose and temporal federations of cooperative autonomous production entities”. This
view is shared by multiple authors including BENNETT and DEKKERS (2005), NATIONAL
REsEARCH COUNCIL (1998), SHEN et al. (2006b), WINDT and HULSMANN (2007), and KOREN
(2010, Ch. 9). Thus, managing integration and partnership among such autonomous enti-
ties is a key challenge for future logistics and manufacturing systems (ENARSSON 2006,
Ch. 1.7) requiring new coordination mechanisms (c.f. Sections 2.1 and 2.1.2) implemented
in novel PPC systems. The decentralization of existing manufacturing systems and their

2NoF et al. 2006; similar conclusions in MATURANA and NORRIE 1996; MCFARLANE and BUSSMANN 2000,
2003; NATIONAL RESEARCH COUNCIL 1998; RAHIMIFARD 2004; SHEN et al. 2006b; BRUCKNER 2000,
Ch.2.2.2.
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FIGURE 1.1: Three different configurations of control over a networked system of resources.
Arcs represent material flow. Dashed lines represent information exchange.
Gray lines represent control loops. Adapted from BECKER et al. (2011).

control leads to a decomposition of the classically assumed hierarchy in PPC and a shift
towards self-organization (LAsI et al. 2014, c.f. also Section 1.5.1).

As manufacturing system designers and planners across industries demand new solu-
tions for their PPC challenges, and the devolution of planning and control authority,
is commonly thought of as a feasible response, there is a clear practical motivation to
better understand the working principles and success factors of such novel PPC systems.
In accordance with definitions in control theory (c.f. BAKULE 2008; GE et al. 2017), this
thesis will define as hierarchical, a control architecture, where only one decision-making
entity is active at any point of time. Multiple parallel decision-making entities, which
do not seek coordination (i.e. do not at least exchange information, c.f. Table 2.1), will
be said to form a decentralized control architecture, while information exchange among
them constitutes a distributed control architecture. Figure 1.1 gives a visual depiction of
centralized, heterarchical, and distributed control architectures. Between the extremes
of hierarchical and distributed (or “heterarchical”) control architectures, this thesis will
identify a design space for semi-heterarchical or hybrid control architectures (c.f. Fig. 2.2).
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1.1.2 TECHNOLOGY PusH: CYBER-PHYSICAL SYSTEMS HERALD THE FOURTH
INDUSTRIAL REVOLUTION

Technological advances and decreasing prices of computer and communication tech-
nology, as well as the advent of additional technologies at the interface of the digital
and physical world (such as virtual reality, embedded sensors, additive production tech-
nologies, radio-frequency identification (RFID), etc.) have (re-)fueled the idea to equip
physical products with computational and communication capacities, collectively forming
a Cyber-Physical Systems (CPSs) (RAJKUMAR et al. 2010). Previously, the idea of embed-
ded systems distributed computation capacity to physical items; however, only with the
additional communication capacity can these former “Black Boxes” now interact with
each other and operate in systems (LEE 2008). Collectively, such “intelligent” objects with
the ability to communicate and coordinate (MEYER et al. 2009) form an Internet of Things
(IoT) (ATZzORI et al. 2010; GUBBI et al. 2013).

The combination of the above-mentioned application pull in the domain of PPC (Sec-
tion 1.1.1) with the technology push through CPS has lead to a renewed effort to promote
digitization in industrial environments and the call to establish “networked production”
systems (term from THE ECONOMIST INTELLIGENCE UNIT 2014; c.f. also Las1 et al. 2014). It
is more commonly marketed as the advent of the “fourth industrial revolution”.3

To reap the expected benefits from the digitization of production, a multitude of national
and international initiatives and research schemes have been set up. The EUROPEAN
ComMIsSION (2016) has found initiatives in virtually every member state (c.f. Fig. 1.2),
although a closer look by GRoNAU and THEUER (2015) has revealed stark contrasts with
respect to funding level, -sources, and goals. Outside the continent, initiatives like the
“Advanced Manufacturing Partnership 2.0” (USA), “Made in China 2025” (PR China),
and “Manufacturing Innovation 3.0” (South Korea) have comparable goals (BLANCHET
and RINN 2016). Notable international efforts include the ‘Physical Internet’ (PI, or r for
short) initiative, which is primarily focused on transportation solutions powered by CPS
(BALLOT et al. 2012; MONTREUIL 2011; MONTREUIL et al. 2013; SARRA]J et al. 2014).

Germany was among the first countries to launch research activities in this field with
efforts to investigate networked production starting around 2010 (GRONAU and THEUER
2015). In 2013 the German Academy for Science and Engineering (acatech) coined the
term “Industrie 4.0” (Industry 4.0) for research activities aiming at the application of IoT
concepts in production environments (KAGERMANN et al. 2013; LAs1 et al. 2014). BLANCHET
and RINN (2016) estimate that adopting the vision of Industry 4.0 can increase the return
on capital employed by 25% and create over 10 million new jobs in Europe over the
next 20 years.* Overall, MCKINSEY & COMPANY (2015) estimates that Industry 4.0 can
positively influence a wide range of performance measures, including a 3 — 5% increase
in productivity, 20 — —50% reduction of inventories, and an increase in labor productivity

3The first three were triggered by water-/steam-powered mechanical manufacturing in the late 18" century,
the division of labor in the early 20™ century (c.f. TAYLOR 1911), and computer-based automation in the
1970s (KAGERMANN et al. 2013)

4The net figure (after accounting for job losses due to automation) is less impressive: about 1.4 million
(BLANCHET and RINN 2016).



1.1 Or PurLs AND PUSHES

European
Commission

Overview of European Initiatives on Digitising Industry

EU-level initiatives Fintand
Application Public Private Partnerships FIMECC PPP Programmes
ICT Innovation for Manufacturing SMEs (14MS) DIGILE
Smart Anything Everywhere TEKES
Digital Sector Public Private Partnerships "
Multi-region Initiatives Latvia
9 Demola (Riga IT TechHub)
Vanguard
Denmark Poland
United Kingdom . MADE INNOMED
High Value Manufacturing Catapult ; INNOLOT
Innovate UK CuBR
EPSRC Manufacturing the Future 2 /M Netherlands EIOSTRATEG
Action Plan for Manufacturing (Scotland) : .
Smart Industry (NL) Germany
- Plattform Industrie 4.0
Belgium Mittelstand 4.0
Made Different Smart Service World
Flanders Make/iMinds (Flanders) Autonomik fur Industrie 4.0
Marshall 4.0 (Wallonia) It's OWL (Ostwestfalen-Lippe)
Allianz Industrie 4.0 (Baden-
France Wiirttemberg)

Slovakia

Smart Industry (SK)
Czech Republic
Priimysl 4.0

Nouvelle France Industrielle

Industrie du Futur

Le Programme des Investi 1ts d'Avenir
Plan Industries fle-de-France

Portugal .
PRODUTECH Austria

Produktion der Zukunft

Spain Italy
European Initiatives Industria Conectada 4.0 Internet of Things and Industry 4.0 R Greece
National Initiatives Basque Industry 4.0 Fabbrica Intellingente 0
i perational Programme in
itiati TECNALIA 2 @smeu E3D]

Regional Initiatives ( ) Ass. Fabbr. Intell. Lombardia [ #DigitiseEU  bitly/DigitiseEU Region Western Greece

FIGURE 1.2: Regional, national, and European initiatives on digitizing industry (fig-
ure from EUROPEAN CoOMMISSION 2016). Reproduced with permission
(Ref. Ares(2017)160805).

by 45 — —55% (Fig. 1.3). BAUER et al. (2014) even expect productivity gains in Germany of
up to 30% for some industries, including general manufacturing from 2013 to 2025.

While Industry 4.0 is used as an umbrella term to describe multiple aspects of digitization
in production environments (c.f. BRETTEL et al. 2014, for a review), self-organization is a
key concept within Industry 4.0 (DELFMANN et al. 2017; LasI et al. 2014) which (so it is
hoped) “will lead to the emergence of dynamic, real-time optimised, self-organising value
chains” (KAGERMANN et al. 2013, p. 20). Changing the organization of production toward
self-organizing “Smart Factories” (LAsI et al. 2014; ZUEHLKE 2010) also seems to be the
mostly anticipated application scenario for Industry 4.0 (in Germany), where BosTon
ConsuLTING GROUP (2016) found that 64% of the queried companies (above $50 million
in annual turnover) had already made or were investigating steps in that direction.
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Range of Expected Improvement
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FIGURE 1.3: Expected Impact of Industry 4.0 on a manufacturing performance measures
(McKINSEY & COMPANY 2015)

1.2 HyroTHESIS: A COMBINATION OF CENTRALIZED AND
DisTRIBUTED PRoODUCTION CONTROL YIELDS BEST
PERFORMANCE

With many promises and significant funding allocated to the development and imple-
mentation of distributed control approaches, it is important to note that distributed (in
particular: fully heterarchical) control architectures are unlikely to reliably yield excellent
performance either. As will be further elaborated in Section 2.2.2, distributed control
systems may exhibit erratic, unpredictable system behavior and lead to unsatisfactory
levels of target achievement (c.f. e.g. MARIK and MCFARLANE 2005; SHEN et al. 2006a;
TRENTESAUX 2009). In fact, these negative traits (among other factors, like high invest-
ment cost, lack of standards, high communication effort between agents, ...) have so far
impeded the adoption of distributed control architectures in practice.>

The observed problems with both hierarchical and (strictly) heterachical/distributed con-
trol approaches have contributed to the rising interest in the investigation of hybrid or
semi-heterarchical control approaches. CARDIN et al. (2015) and PAcH et al. (2014) use the
label “hybrid” to designate control approaches that “are intended to capitalize the advan-
tages of reactive and predictive/proactive approaches, while limiting their drawbacks”
(CARDIN et al. 2015, p. 3).5 As Section 2.3 will further elaborate, the hypothesis that a
combination of hierarchical and distributed control traits may prove to be advantageous

Sc.f.e.g. AskIN and GOLDBERG 2002, Ch. 12.1.2; DI1LTS et al. 1991; MARik and LAZANSKY 2007; MARIK and
MCFARLANE 2005; MCFARLANE and BUSSMANN 2003; SHEN et al. 2006a; TRENTESAUX 2009; VANCA
2014.

The term semi-heterarchical is also used, e.g. by BERGER et al. (2010), ZAMBRANO REY (2014), and ZAMBRANO
REY et al. (2013).
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regarding the overall system performance has widely been articulated (c.f. e.g. CoCHRAN
and KAYLANT 2008; GIRET and TRENTESAUX 2015; PHILIPP et al. 2006; ZAMBRANO REY
et al. 2014). A particularly visual expression of this idea was presented in PHILIPP et al.
(2007) and ScHOLZ-REITER et al. (2009a), who have visualized a hypothesized curvilinear
relationship between the “degree of autonomous control” and logistic target achievement
as shown in Fig. 1.4. The authors assume that the logistics performance (z-axis) reaches a
maximum for medium levels of autonomous control (x-axis), with the overall performance
(and the shape of the relationship between autonomous control and performance) being
further modulated by the degree of complexity in the system (y-axis, going through the
paper plane).

L O W O O W o o
e

e
e ——

Logistic Target
Achievement

Complexity

Degree of Autonomous Control

FIGURE 1.4: Hypothesized relationship between degree of autonomous control, complexity,
and performance (PHILIPP et al. 2007; SCHOLZ-REITER et al. 2009a). Repro-
duced with permission (RightsLink® License Number: 4021260904170).

1.3 RESEARCH GAP: DESIGNING MANUFACTURING SYSTEMS
FOR DISTRIBUTED CONTROL

The assumed advantages of hybrid control architectures can only be realized if designers
are able to purposefully engineer PPC systems along the entire spectrum of hybrid
control architectures. Here current research is found to be insufficient. Distributed PPC
systems — this section will show — require new and fundamentally different design
guidelines as compared to their hierarchical ancestors. Research activity in the domain
of distributed PPC and related disciplines has hitherto been unable to provide such new
design guidelines beyond institutionalized experience and “gut feeling”.

Hierarchical PPC systems are designed according to a top-down reductionist approach
where problems are approached through problem decomposition and system implementa-
tion by a single design team. System behavior in this context can be “hard-coded” into the
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TaBLE 1.1: Comparison of Reductionist and Constructionist approach with Multi-Agent
System Design (KALENKA and JENNINGS 1999).

system. Designers of distributed control architectures, on the other hand, build production
control systems by designing the basic behavior of agents first and by relying on the
concepts of self-organization and emergence to yield a coherent global system behavior
from these building-blocks (bottom-up, constructionist approach) (c.f. Section 1.5.1). “In
other words, the decision-making knowledge stored locally in the agents causes the global
behavior of the system to operate in a way that cannot be precisely predicted” (MaRix
and LAZANSKY 2007, pp. 1371 f.). Table 1.1 compares the reductionist and constructionist
approaches to system design.

While an exact top-down approach (which local rules collectively yield a desired system-
level behavior x) would certainly be most helpful to system designers, it has repeatedly
been shown to be extremely difficult and computationally exhaustive even for very sim-
ple model classes, such as CAs, to derive such cause-and-effect relationships between
local rules and global behavior (c.f. DEuTscH and DORMANN 2005, Ch. 4.4). Designing
distributed control systems then requires new and unique design considerations from the
system designer.” The main challenge is to combine local decision-making behavior in
such a way that a globally coherent behavior emerges that is aligned with the objectives
for that production system (c.f. CAVALIERI et al. 2000; CRUTCHFIELD and MITCHELL 1995;
DELFMANN et al. 2017). For KALENKA and JENNINGS (1999, p. 136), “what is required is
the ability to exploit the conceptual power of autonomous agents (as in the construc-
tionist view), but to ensure the overall system performs in a coherent manner (as in the
reductionist view)”. However, they consider these two demands contradictory (ibid.).

7so stated by CAVALIERI et al. 2000; DELFMANN et al. 2017; DILTS et al. 1991; PLATTFORM INDUSTRIE
4.0 2015; ROGERS and BRENNAN 1997; SCHERER 1998; TRENTESAUX 2009; VAN DYKE PARUNAK 1999;
VERSTRAETE et al. 2008a.
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Defining any type of control system requires making a series of design decisions that
collectively define a control architecture (c.f. Section 2.2). For agent-based PPC systems,
BRUCKNER (2000, Ch. 2.2.3), LESSER and CORKILL (1981), and SHEN et al. (2006a) all identify
a similar set of major design decisions. These include determining (1) which objects are
represented by agents, (2) agent encapsulation (form of problem decomposition), (3) agent
modeling (knowledge base, computation-, and communication capabilities), (4) system
structure (communication and interaction structure among agents), and (5) coordination
and negotiation protocols (how do agents find a common solution).

Practical advice to address these design decisions, however, is practically absent and the
design of distributed PPC systems is generally assumed these days to entail significantly
more experience and “black art” than what we have come to expect from reductionist
approaches (KALENKA and JENNINGS 1999). MONOSTORI et al. (2006, p. 714) state “When
appealing for emergent functionalities in complex systems, we seem to go back to the old
traditions of engineering. Long ago, the words like ‘machine’, ‘mechanical’, or ‘engineer’
did not refer to rationality but rather to trickery, artifice and machinery [...]. When dealing
with complex systems in this way, we try to elicit effects which are beyond the limits of
our actual knowledge”

The absence of a scientifically founded engineering approach for distributed systems was
already observed in the domain of Multi Agent System (MAS), the scientific discipline
concerned with the investigation of systems of multiple independent agents (Section 2.1.2).
JENNINGS and WOOLDRIDGE (1995, p. 366) note: “Surprisingly little work has been under-
taken on methodological aspects of agent-based systems, and yet if this technology is
to be a commercial success, then designers must have a structured way of developing
well-engineered agents and agent systems. This work needs to identify how robust and
flexible individual agents can best be designed and how these well-designed components
can then be combined to give an overall system that is similarly robust and flexible. The
problem of providing a system-level description is made more difficult by the fact that
many of its properties can only be observed at runtime.” And while MULLER (1997, p. 230)
points to the existence of several general design approaches discussed in the literature, he
finds that “currently there are no rationals and no criteria which may be used to support
the decision for a special approach or technique”. In the absence of rationale with predic-
tive power about the behavior of agent systems, the development process for agent-based
PPC systems is today largely driven by experience (FARID and RIBEIRO 2015; VAN DYKE
PARUNAK 2000) and/or simulation experiments that seek to predict the collective behavior
of agents, giving this “trial-and-error”’-based methodology to the development of PPC
architectures a far more pronounced role in the design of agent-based PPC systems as
compared to their hierarchical counterparts (MARik and LAZANSKY 2007).

Against this backdrop, the need to develop new design methodologies, aimed at the
design of agent (or CPS) based PPC systems, has repeatedly been expressed.® BorTI and
GIRET (2008, p. 20) observe that “To date, almost all of the applications in the Holonic
Manufacturing Systems (HMS) field have been built using no design or development
method” (assessment shared by FARID and RIBEIRO 2015). Where methodologies (at least in

8c.f. e.g. DELFMANN et al. 2017; FARID and RIBEIRO 2015; GIRET and TRENTESAUX 2015; PLATTFORM
INDUSTRIE 4.0 2015; BOoTTI and GIRET 2008, Ch. 2.3.5; MCFARLANE and BUSSMANN 2003.
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foundations) exist, they are built on experience and intuition (FARID and RIBEIRO 2015; VAN
DYKE PARUNAK 2000). Instead, case-based comparisons are performed. Experimentation
testbeds have repeatedly been proposed (c.f. CAVALIERI et al. 2003; ROGERS and BRENNAN
1997; TRENTESAUX et al. 2013), but no standard has emerged so far. TRENTESAUX (2009)
claims that for more comprehensive design methodologies to emerge, the development of
“emergence engineering” is a necessary precursor, allowing to control the general direction
of emergent properties. NAMATAME and SASAKI (1998, p. 189) specify the questions to
be answered: “We need to understand how to set up the architecture of an agent as
a component of a complex system suitable for evolution, how self-interested behavior
evolves to cooperative behavior, and how the goal structure of each agent can be self-
modified in order to achieve the common goal”

The observed absence of design guidelines is fundamentally connected with the observed
unpredictability of distributed PPC systems. In particular, an understanding of the func-
tional principles behind distributed control and its success factors is missing. Accordingly,
MoNosTORI et al. (2006, p. 714) believe that “Getting back to what is now considered prin-
cipled engineering, we need further research in characterizing interactions that may or
may not produce emergent phenomena, explore its root causes (such as the dimensionality
and connectivity of agents, the flow of information among them, and the propagation of
constraints) and develop predictive theories.” TSOUKAS (1996) agrees that for researchers
to pose “if, then”-statements, studies on aggregate systems must be conducted that would
render such statements plausible and reliable for application.

Philosophical discussions (as by ABBOTT 2006), give “us the hope, at least, that engineering
emergence is not an impossible dream” (STEPNEY et al. 2006, p. 5). Moreover, some more
practical attempts have been made to provide a more solid footing for the development
of distributed control architectures in the context of PPC. ZapF and WEISE (2007) present
an approach for the offline engineering of agent societies that essentially constitutes an
iterative refinement process, steered by a genetic algorithm, to guide the system behavior
to the desired behavior. SCHERER (1998) derives design principles for (human-operated)
production systems from cybernetics theory. BRUCKNER (2000) derived design principles
from synthetic ecosystems as candidate principles for the design of production control
systems to achieve desirable global properties, including robustness, agility, and flexibility,
yet without providing further evidence for the validity of these principles. Focusing on
agent-based production control, the design methodology ALEM (autonomous logistics
engineering methodology) is presented in SCHOLZ-REITER et al. (2009b), based on the
UML notation used in classic software/system design approaches. The determination of
the system structure and agent abilities are seen as central steps in the 8 step procedural
model (ALEM-P), but no further recommendations are given as to how these decisions
should be made. FiscHER et al. (2003) present an abstract specification of a holonic
multi-agent system, which, they say, can be applied also to HMS. The paper, however,
gives little instruction as to how to solve the practical design problems described above.
Similarly. and in the same year, LEITAO et al. (2003) use a petri-net based approach to
formally specify agents in ADACOR, an HMS flavored PPC reference architecture, again
without giving concrete design guidelines. Both approaches aim at formal validity and
not at system-performance. Most recently FARID and RIBEIRO (2015) proposed using
principles and methods from axiomatic design to control reconfigurable production

10
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systems through a multi-agent controller. Following the ideas of axiomatic design, they
first develop (qualitative) design principles which are observed while design alternatives
are described in terms of a knowledge base and constraint matrices. The approach does
not make any statements about the likely performance of different design alternatives,
nor does it address the above-mentioned apparent necessity for combining heterarchical
and hierarchical design traits.

1.4 RESEARCH QUESTIONS

Sections 1.2 and 1.3 have shown problems concerning the practical implementation of
distributed PPC systems that are closely tied to the lack of knowledge about the design of
such systems. The academic community then should gain a better understanding of how
to design distributed PPC systems in a constructionist bottom-up fashion to preserve the
advantages associated with their distributed, reactive nature while ensuring sufficient
levels of target-achievement and overall well-mannered system behavior. MONOSTORI
et al. (2006, p. 713, highlighting in original was removed) state that “the key issue is
how we can engineer multi-agent systems that exhibit purposive, goal-directed oriented
behavior at the system level by relying on their emergent nature. Generally, how can we
design for emergence?” The research-guiding question picks up this line of thought:

Qo (Research-guiding question): “How can both the plant and the controller of
manufacturing systems be designed to achieve high logistics performance under
distributed control?”

Given the inherently intractable properties of design problems (GRUNIG and KUHN 2013),
and the vast amount of literature streams and research fields associated with the design
and analysis of MAS (c.f. Section 3.2.1), this question requires a multi-faceted, stepwise
approach, which is reflected in the chapters of this thesis as well as in the derived sub-
questions in the following.

In particular, the course of research presented in this thesis is guided by the above-
discussed hypothesis that, given the advantages and disadvantages of both hierarchical
and distributed PPC, a combination of hierarchical and distributed (production) control
should achieve (under broad conditions) an optimal system performance (Section 2.3).
This thesis will investigate this hypothesis both qualitatively and quantitatively.

Hierarchical and distributed control will be shown in Section 2.2 to differ on a variety of
dimensions, including the form of problem decomposition, applied coordination principles,
etc.. A “combination” of these two poles can be achieved along a variety of dimensions as
well, which need to be known and understood, when outlining the design space of hybrid
production control architectures. Research question Q, aims at this broad, qualitative
understanding:

Q,: “Which design decisions concerning both controller and plant impact the
duality between hierarchical and distributed control in PPC?”

11
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The discussion so far, as well as the following classification in Chapter 3 (in particular
Section 3.3.2), highlights that notions of hierarchy play a central role not only in the
differentiation between architectural styles, but also in the discussion on how to “tame”
distributed control architectures. Thus, it is appropriate that the concept of hierarchy
should be given special attention in this thesis. Research question Q, places it in the
context of the hypothesized advantages of hybrid control architectures.

Q,: “Which degree of hierarchy in the controller results in the highest logistics
performance of a manufacturing system and why?”

Finally, the research-guiding question intentionally goes beyond designing the distributed
control of a (given) production system. Thus, it is not only acknowledged that the physical
structure of a production system is likely to have an effect on the performance of a
distributed control system (c.f. Section 3.3.1), but the question is raised, if a the physical
structure of a production system can be designed in such a way that distributed control
exhibits desirable properties. Research question Q, extends the research questions to be
discussed in this thesis in this direction.

Q;: “How can a production plant be designed to entice selfish agents to exhibit
predictable and desirable emergent system properties?”

With respect to research question Q,, the first derived research question aims at a qualita-
tive description and formalization of the design space. An answer to research question Q,
will help the designer of manufacturing systems under distributed control to understand
the problem and decision alternatives available to them, as they try to maximize perfor-
mance. Research questions Q, and Qs pick up a particular design dimension and subject
them to rigorous quantitative analysis.

1.5 APPROACH

The investigations in this thesis are based on several interrelated ideas and theories put
forward to discuss and quantitatively analyze manufacturing systems. They are presented
here.

The concepts of emergence and self-organization (Section 1.5.1) provide the conceptual basis
to understand the rise of macro-level patterns in distributed systems. It has revolutionized
our understanding of systems, towards CAS (Section 1.5.2). CAS theory does not only
describe such systems, but it has galvanized a set of models and disciplines that have set
out to investigate them, some of them will be drawn upon in this thesis (Section 3.2.2).
Sections 1.5.3 and 1.5.4 introduce two research fields that are actively concerned with
the prescriptive design of distributed systems — a challenge facing also designers in the
production domain.

12
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1.5.1 EMERGENCE AND SELF-ORGANIZATION

Reductionism, the idea that observed system-behavior can and should be explainable
and eventually controllable through decomposition into subsystems and subproblems
(a priori analysis) and reduction of the phenomenon (a priori reduction) (FUENMAYOR
1991) has long dominated the analysis of natural and man-made systems and shaped
disciplines like Operations Research (OR) and classical understandings of PPC (ACKOFF
1973, 1974; BuNiMovICH 2001; DE WoLF and HOLVOET 2005; INNES and BOOHER 1999).
While its merits remain unchallenged and so far unparalleled (BARABASI 2012; PASLACK
1991, Ch. 2.1), the principle of reductionism is considered to have reached its limits as
researchers have turned their attention to larger and more complex systems, noting that
in fact not all observed system-level behavior can be explained through its parts (BAR-Yam
2002; BARABASI 2012).

To understand how a system can be “more than the sum of its parts™, researchers have
discovered two principles: self-organization and emergence. Despite subtle differences,
both self-organization and emergence are dynamic processes — i.e. they arise over time
(DE WoLr and HOLVOET 2005; GOLDSTEIN 1999). Mostly (especially in the context of
systems engineering), both phenomena are observed and exploited jointly (DE WoLF and
HoOLVOET 2005); they are applied today in many scientific and engineering disciplines
(PAsLACK 1991, Ch. 1; VEC et al. 2006; WINDT and HULSMANN 2007).

Self-Organization describes the spontaneous evolution of order (collective, spatio-temporal
patterns) in dynamical (far from equilibrium) systems.'® BONABEAU et al. (1999, p. 9) define
self-organization as “a set of dynamical mechanisms whereby structures appear at the
global level of a system from interaction among its lower-level components”. It is central
to the notion of self-organization that order arises from simple rules of interaction and in
the absence of an external control in the process (i.e. the order emerges autonomously),
which means that “there is no dichotomy between the organizer and the organized”
(DEuTscH and DORMANN 2005, p. 30) in self-organized systems.

Emergence, on the other hand, “refers to the arising of novel and coherent structures,
patterns” (GOLDSTEIN 1999, p. 49). The focus here is (a) on the novelty of the emergent
phenomenon (it was not explicitly encoded in the behavior of the subsystems) and
(b) on the difference in the levels between the contributing system parts (micro) and
the resulting, observed property (macro) (ABBOTT 2006; DE WoLF and HOLVOET 2005;
HOLLAND 2002; STEPNEY et al. 2006). GOLDSTEIN (1999) requires systems to fulfill four
requirements (nonlinearity, self-organization, beyond equilibrium state, attractors) to
be able to exhibit emergence. HOLLAND (1998, Ch. 7) define a general class of systems
called Constraint Generating Procedures (CGPs) that (he claims) exhibit emergence. A
system(-model) is a member of the class if it generates (i.e. exhibits during run-time)
procedures (dynamic behaviors) subject to constraints. In particular, MAS represent a
suitable modeling approach to capture such emergent dynamic behavior (BONABEAU
2002).

9An idea that dates back to ancient Greek philosophy, presumably Aristotle (KLIR 1991, Ch. 3; vON BERTA-
LANFFY 1972).

°BONABEAU et al. 1999, Ch. 1.2.2; DE WoLF and HOLVOET 2005; GOLDSTEIN 1999; MARZO SERUGENDO et al.
2004; PASLACK 1991, Ch. 1; PRIGOGINE and STENGERS 1984; TOFFLER 1984.
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Conceptualizing distributed PPC as a process of self-organization and emergence helps
this research to broaden the view beyond the originally considered domain. It allows
to identify additional research streams, where similar problems have been subject to
academic debate which can be drawn upon (c.f. e.g. Section 3.2.2).

1.5.2 (COMPLEX ADAPTIVE) SYSTEMS THEORY

“Intellectual movements meant to replace reductionism with an appreciation for modeling
interactions instead of simplifying them away” (ANDERSON 1999, p. 219) have a surprisingly
long history:

As ANDERSON (ibid.) reiterates, the investigation of complex systems has reverberated
through the 20 century, starting with debates on holism and gestalt theory (c.f. DE WoLF
and HOLVOET 2005; GOLDSTEIN 1999; KLIR 1991, Ch. 3; PASLACK 1991, Ch. 2.7) after World
War I and finding renewed attention after World War II, with the advent of closed-loop
controllers that led to the rise of cybernetics (AsHBY 1961; c.f. also KLIR 1991, Ch. 3) and the
evolution of the General Systems Theory (GST) (ACKOFF 1974; c.f. VON BERTALANFFY 1972,
for a review by the originator of the theory). The third wave of scientific engagement
with complex systems was caused by the advent of chaos theory in the 1960s, sparked by
Lorenz’s discovery that even simple, well-understood, and deterministic relationships
could produce behavior that may appear random at large scales, but are yet bound by the
laws of physics and mathematics (LEvyY 2000).

CASs theory is different from the above-mentioned study of dynamical systems in that it
does not consider the evolution of a system, expressed as mathematical expressions, over
time, but seeks to understand complex systems through the interaction of its components
(ANDERSON 1999; MCMILLAN 2008, Ch. 3). Unlike in chaos theory, where the state of
chaos was the subject of interest in itself (LEvY 2000), CAS theory investigates the rise
of order through self-organization and emergence (ANDERSON 1999)." Compared to the
equilibrium-based assumptions about systems in the reductionist approach, CAS theory
emphasizes the systems at the “edge of chaos”, showing bottom-up emergent system
properties and adaptation to its environment (ANDERSON 1999; SCHNEIDER and SOMERS
2006). A central feature of CAS is their adaptiveness due to both the interplay between
the system and its environment (CHoI et al. 2001) as well as the ability of agents to change
their behavior over time (adapting and learning) (HOLLAND 2002). For ANDERSON (1999,
p- 219) “The hallmark of this perspective is the notion that at any level of analysis, order
is an emergent property of individual interactions at a lower level of aggregation”.

CAS thinking has been applied to manufacturing systems (NILssoN and DARLEY 2006),
manufacturing networks/supply chains (BRINTRUP et al. 2015; CHOI et al. 2001; SURANA
et al. 2005)"?, as well as the study of social systems (BONABEAU 2002; CASTELLANI and
HAFFERTY 2009; PLOWMAN et al. 2007).

"Complexity Science and CAS can, therefore, be seen as the intersection of General Systems Theory (GST)
(systems thinking) and cybernetics (CASTELLANOS 2012, Ch. 2).

?SoLow and SZMEREKOVSKY (2006) mention supply chains as a prominent example where complex system
understanding can be transferred to a business context.
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A CAS perception of production will be applied especially in Chapter 4, where it provides
the underpinning for the applied modeling approach and the performed analysis (e.g.
the quest to identify order in Section 4.5.1). The bottom-up nature of CAS also helps to
motivate the research idea followed in Chapter 5, where the thesis studies the physical
design of networks that arise in anticipation of agents’ decision-making.

1.5.3 CoMPLEX LEADERSHIP THEORY (CLT)

Complexity and CAS-theory have had a significant and intensely debated impact on
organization theory (ANDERSON 1999; MCKELVEY 1999). Here (not unlike research in the
domain of PPC, c.f. Section 2.2.2) researchers started to contemplate in the 1990s whether
decentralized, non-hierarchical networks could be better organizational structures for
highly adaptive and innovative organizations (LEVY 2000; STACEY 1995) and hence the
scientific field has (partially) moved away from reductionist thinking (McMILLAN 2008,
Ch. 2; MarioN and UHL-BIEN 2001), replacing the ideas of the GST with CAS for the
conceptualization of organizations (SCHNEIDER and SOMERs 2006). Today, CAS are a
frequently used conceptualization also in organizational research (c.f. e.g. STACEY 1993).

Such new perception requires new theories about the role and functioning of leadership in
complex systems (UHL-BIEN et al. 2007). UHL-BIEN et al. (ibid., p. 298) note that “Leadership
models of the last century have been products of top-down bureaucratic paradigms. These
models are eminently effective for an economy premised on physical production but are
not well-suited for a more knowledge-oriented economy”. This perception has lead to the
rise of Complexity Leadership Theory (CLT) as a new model of leadership in complex
systems, suitable “for the knowledge era” (UHL-BIEN et al. 2007, p. 299; MARION and
UHL-BIEN 2001, c.f. also). Leadership under this new framework is not a priori assigned to
individual agents/roles, but an emergent property (UHL-BIEN et al. 2007). MORGAN (2006,
Ch. 8) argues that one of the consequences of complexity perceptions of organizations is
to “Rethink what we mean by organization, especially the nature of hierarchy and control”
(ibid., p. 255).He argues that in settings where organization cannot be externally imposed,
hierarchy can be “generated by the need to cluster and direct activities to address the
contingencies at hand” (ibid., p. 256). This leads to a changed role of leaders(hip): instead
of controlling the evolution of the system, leaders (now) enable the future development
of the system (MARION and UHL-BIEN 2001; MORGAN 2006).

In that, Complexity Leadership Theory (CLT) picks up a long -held debate within or-
ganization theory: since the “Hawthorne Experiments” in the 1930s (c.f. Section 2.2.2),
there has been ongoing interest in an assumed “control vs. autonomy duality” (THOMAS
et al. 2005b), where an “optimal mix” between control and autonomy (or exploitation
and exploration) is classically assumed (c.f. MARCH 1991), but has more recently been
challenged by a view that advocates a cyclical change between control and autonomy
(THOMAS et al. 2005Db).

Another feature of CAS conceptions of leadership and organization, relevant for this thesis
is that it makes organization theory open to computerized experiments. LEWIN et al. (1998)
argue that one key advantage of the CAS approach is to open social sciences to analytical
approaches, e.g. from physical sciences. They point, in particular, to the possibility of
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developing an understanding of the phenomena of emergence in social systems: “The
real potential of this modeling approach, however, is in identifying which parameters are
important in establishing the emergent culture of the workplace and creating simulations
that help firms to discover the reliable interventions [...] that management should make”
(LEwIN et al. 1998, p. 37). Hence, analytical models are actively promoted as sources to build
and verify theories about leadership (CARLEY 1995; CARLEY and GASSER 1999; HAZY 2007,
2008; Hazy et al. 2007). In particular, agent-based models are recommended to capture
the dynamics of complex organizations (LAZER and FRIEDMAN 2007; LICHTENSTEIN et al.
2006; SIGGELKOW and RIVKIN 2005) and to investigate the relevant impact factors to
influence emergent behavior (LEWIN et al. 1998; LICHTENSTEIN 2007). Examples of the
use of minimal models to explore the impact of organizational structure on performance
are given e.g.in CARLEY (1997), LAZER and FRIEDMAN (2007), SIGGELKOW and LEVINTHAL
(2003), and S1GGELKOW and RIVKIN (2005) (c.f. Section 4.1.2).

This thesis will apply CLT in Chapter 3 as one field of research — outside PPC — which
considers the active design of systems (organizations) in which individuals cooperate
toward a goal, and in Chapter 4, where it provides testable hypotheses for the role of
leaders in the context of CASs.

1.5.4 GAME THEORY

Where decisions are made in the presence of other actors, agents have to consider the
others’ responses in their decision making (KLEIN and ScHOLL 2011, Ch. 1.4.3). Game
theory is an essential tool for modeling such interactions between (selfish) decision
makers and the resulting collective behavior (c.f. OssowskI 1999, Ch. 2.3.2; MONOSTORI
et al. 2015; ARGONETO et al. 2008, Ch. 2). It is an important instrument to understand
emergent behavior as it analytically captures the reactive relationship between agents’
decisions and hence “encourages a more careful look at emergence in rule-governed
systems” (HOLLAND 1998, p. 42).

Game theory cannot only provide descriptive insights into situations where individual
players (agents) interact, but also yield prescriptive hints for system design (MARDEN 2016;
MARDEN and SHAMMA 2015). The branch of game theory concerned with the purpose-
driven design of algorithms to shape game outcomes is called algorithmic game theory
(initiated by N1saN and RONEN 1999; more recent overviews given in MARDEN and SHAMMA
2015; NISAN et al. 2007). It has been applied to resource allocation problems, especially in
the domain of traffic planning (this thesis will build on this work in Chapter 5).

This thesis will draw upon game theory especially in Chapter 5, as a mean to predict
analytically the emergent behavior of (infinitely) many selfish agents. Like CLT, game
theory will also be drawn upon in Chapter 3 repeatedly, e.g. as motivation for a measure
of myopic behavior (Section 3.1.3).
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1.6 METHODOLOGY

To address the research gap, based on aforementioned theoretical foundations, this thesis
applies two different methodological approaches, with a literature foundation laying the
groundwork for subsequent quantitative analysis through minimal model experiments.

1.6.1 FRoOM EXISTING LITERATURE TO A DESIGN SPACE
CONCEPTUALIZATION

This thesis draws upon multiple streams of literature to conceptualize, model, and ana-
lyze manufacturing systems. The disciplines reviewed include — besides the literature
published in the domain of PPC — game theory, statistical physics, scheduling theory, and
organization theory. This broad base allows to conceptualize a design space for hybrid
PPC systems in Chapter 3, situated between the “poles” of purely hierarchical and purely
distributed control, and to identify design decisions that can affect the positioning of a
given system between the two.

The result of the literature reviews in Chapters 2 and 3 is the classification model shown
in Section 3.6. It aggregates the understanding developed in Chapter 2 and the findings of
the reviewed disciplines of Chapter 3 into an actionable frame of reference for designers
of manufacturing systems under distributed PPC. The classification model helps a system
designer to find the right balance between hierarchical and distributed control for the
case of application.

1.6.2 ExPLORING COMPLEX SYSTEMS THROUGH MINIMAL MODEL
SIMULATIONS

Analytical experiments in this thesis are performed using (more or less) minimal models
that can be applied and analyzed as abstractions of manufacturing systems.

Over the years, a rich set of model classes for the investigation of manufacturing systems
has been developed.’ Within this large model landscape, a strong argument is to be made
for highly abstract, minimal models, when seeking to discover the mechanics behind
observed phenomena, such as the success or failure of distributed production control
approaches: HOLLAND (2002, p. 29) says about the analysis of CAS: “Accordingly, anything
considered irrelevant to the question should be considered a detail that can be eliminated
from the model. A model much like a political cartoon, makes its points by exaggerating
certain features while eliminating incidentals” Generally, a more simple model with less
independent parameters will also make it easier to “discover and understand the subtle
effects of its hypothesized mechanisms” (AXELROD 2007, p. 24) through simulation.

Minimal models can be useful even when they do not directly resemble the system under
investigation or leave out important aspects of the real-world system. They may be used

3¢.f. CAssANDRAS and LAFORTUNE 2008, Ch. 1.3.3 and 10.3; REVELIOTIS 2005, Ch. 1; KUEHNLE 2007; LEUNG
and SURI 1990; PAraADOPOLOUS et al. 1993, Ch. 1.5; ZIMMERMANN 2008, for reviews and classifications.
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instead akin to gedanken experiments in physics: an intellectual exercise aimed not at
the collection of data comparable with a real world system, but as an investigation of
the dependence between observed behavior and starting conditions (design decisions)
(HoLLAND 1998, Ch. 12). They have a strong track record, in particular, in the investigation
of complex systems where contributions like the Sandpile Model (BAx et al. 1987) that
introduced the concept of self-organized criticality, or the Kuramoto Model of interacting
oscillators (KURAMOTO 1984) as a minimal model of synchronization processes, have found
ample applications far beyond the original model setting.

The explanatory power of minimal models has also been discussed from a science-
philosophical perspective by BATTERMAN (2002), BATTERMAN and RICE (2014), and BURr-
TON and OBEL (1995). For BATTERMAN and RICE (2014, p. 375), minimal models are “a class
of explanatory models that are explanatory for reasons that have largely been ignored in
the literature. These reasons involve telling a story that is focused on demonstrating why
details do not matter”. BATTERMAN (2002) points, in particular, to the ability of minimal
models to understand emergent properties by arguing that, by describing asymptotic
behavior, minimal models in domains plagued with (seemingly) unpredictable behavior
can extract stable phenomenologies, describing the forces at play in a system of many
particles. In conclusion, for BATTERMAN (ibid., p. 22) “a good model is one which doesn’t
let a lot of [...] details get in the way. In many cases, the fine details will not be needed
to characterize the phenomenon of interest, and may, in fact, actually detract from an
understanding of that phenomenon™.

In the two analytical chapters of this thesis (Chapters 4 and 5), two minimal models will be
applied to investigate the emergent collective behavior agents in manufacturing environ-
ments. The model in Chapter 4 provides a highly simplified representation of a scheduling
problem where operations have to be assigned to machines. However, interdependencies
between operations and differences within the operations and machines are neglected.
Chapter 5 considers the flow of products through a shop with process alternatives. The
model considers the queuing caused by agents arriving at machines and the response
of intelligent products to perceived differences in process path “attractiveness”, but it
only models a fluid approximation of the long-term average routing behavior, ignoring
e.g. differences in processing times and the difference between adjusting the capacity of
one machine and acquiring multiple, parallel machines.

1.7 THESIS OUTLINE

In the next chapter (Chapter 2), the concepts of “hierarchical” and “distributed” con-
trol are introduced in more detail. A review of their historical development, strengths,
and weaknesses will allow this thesis to develop the research hypothesis more broadly.
Chapter 3 will introduce the concept of Myopia to describe the design space between
them. Using evidence from a broad range of disciplines, the chapter concludes with a
classification model that associates decisions along the decision steps in manufacturing
system design and operation with possibilities to increase or decrease the degree and/or
impact of myopic behavior, thereby describing a design space for hybrid PPC systems
between the (stereotypical) poles of hierarchical and fully decentralized control.

18



1.7 THESIS OUTLINE

The remaining chapters then explore specific design decisions using minimal quantitative
models. Table 1.2 places these quantitative chapters in the context of the developed
classification model of Chapter 3. In particular, Chapter 4 provides unprecedented insights
into the mechanisms of coordination among an agent population and the role of hierarchy
in that process, thus providing evidence and a conceptual understanding of the role of
hierarchy. Chapter 5 investigates how environmental changes — in particular changes
to machine capacity — can shape agent behavior and yield predictable and desirable
system-level properties.

The thesis is concluded in Chapter 6 with a discussion of the results for the practice of
manufacturing system design and in the light of the invoked theoretical foundations. Also,
an outlook on recommended future research is given. Figure 1.5 provides an overview of
the chapters and their interconnection.

Chapter Modeling Approach Applied Countermea- Addressed Dimension Research

sures of Myopia Question
4 CA/statistical physics  Introduction of hierar- loss of performance 2
chy
5 (algorithmic) game the- control of flexibility unpredictability, high 3
ory social cost

TABLE 1.2: Overview of the design problems investigated analytically in the context of
the classification derived in Chapter 3.
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Ch. 1: Introduction

Objective: Introduction to problem, motivation, research questions, and approach.

Y

Ch. 2: Literature Review

Objective: Define PPC archetypes and motivate research hypothesis.

Methods: Literature review

\
Ch. 3: Navigating the Design Space for Hybrid PPC Systems
Objective: Develop design space for hybrid production control architectures.

Methods: Literature review

!

Ch. 4: Balancing Hierarchical and Heterarchical Control

Objective: Analyze impact of hierarchy on agent networks.

Methods: Modeling, Graph Coloring Dynamics (GCD)

Y

Ch. 5: Capacity Dimensioning for Distributed Control
Objective: Study impact of selfish agents on system design.

Methods: Modeling, algorithmic game theory

A A\ Y

Ch. 6: Implications for Science and Practice

FIGURE 1.5: Graphical outline of the thesis, describing the interrelationships between the
chapters and the addressed research questions (Rq.s) in each chapter.
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CHAPTER TwoO

LITERATURE REVIEW: THE CONTROL OF
PRODUCTION SYSTEMS

“Of primary importance is the fundamental question
concerning the choice of control architecture: i.e. is it
possible to determine whether a specific control
architecture is appropriate for solving a given
manufacturing system control problem?”

RoGERs and BRENNAN (1997, p. 881)

To understand better the differences between hierarchical and distributed control, this
chapter first introduces the system control problem in general and in the domain of
production systems in particular (Section 2.1). Subsequently, the chapter will introduce in
more detail hierarchical and distributed PPC as two architectural styles, each having its
own strengths and weaknesses (Section 2.2). The resulting hypothesis that a combination
of traits from both paradigms may show superior performance, already introduced in
Section 1.2, is then further elaborated and substantiated in Section 2.3.

The chapter lays the foundation of exploring the design space between both architectural
styles in more detail in the next chapter.

2.1 SYSTEM CONTROL

2.1.1 FUNDAMENTALS

Following KLIR (1991, Ch. 2), this thesis defines as a system S as the tuple
S=(T,R)

of the “things” (or components) that make up the system T and the relations R among
the elements of T.

Any system S endowed with solving a task is called a “goal-seeking system” and can
naturally be represented as a “control loop”, in which the system is decomposed into
a controller and a system plant (MONCH 2005, Ch. 2.1; VRABIC and ButaLA 2012). The
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controlled system and the controller communicate through exchange of information, with
sensor information flowing from the controlled system to the controller and actuator
signals flowing in reverse. BAKER (1998) specifies this concept for the realm of production
systems in which the system to be controlled is the manufacturing plant (comprising of
physical entities such as resources and products) and the manufacturing system controller
is the PPC system (c.f. Fig. 2.1). For the controller’s ability to render decisions based on
information obtained from the plant (and its comparison with a goal state), we will also
refer to entities that take control functions as decision making entities. The combination
of the system plant and the controller constitutes the engineered and controlled system,
which is set up and maintained to fulfill the formal cause of production systems: to
transform inflowing materials into a transformed material outflux to meet customer
demand (Hoprp and SPEARMAN 2008, Ch. 6.2.2).

. ‘ Manufacturing 1 )
Information i : Information
! Controller 1
3 Sensory Actuator 3
3 Information Signals 3
Material : Manufacturing : Material

Influx ! Plant ‘ Outflux

L L I T e e e L L e T T L _______.

FIGURE 2.1: Factory Control Model. Adapted from BAKER (1998), SALLEZ et al. (2010), and
TRENTESAUX (2009).

Most real-world scenarios will give decision-making entities not a single, clear-cut, ex-
tracted decision problem, which can adequately be addressed by problem solving alone.
Rather, the decision-making entities will find themselves confronted with “unstructured
states of confusion” (or “messes”) (ACKOFF 1974, p. 5) of multiple interrelated decision-
problems. The anticipatory, ex-ante process of considering the best set of decisions to
reach a set of goals in the face of such “messes” is generally called planning. The process
of detecting and responding to deviations during the plan implementation is generally
referred to as control (c.f. ACKOFF 1970, 1974, for both statements). In responding to new
and unexpected information, control can be understood as “the process of scheduling the
activations of information sources, both external (e.g. acquiring new input) and internal
(e.g. invoking rules or updating beliefs)” (PEARL 1988, p. 318).

Since the control of larger and more complex systems easily grows beyond manageabil-
ity, engineers usually apply problem decomposition to reduce and manage complexity
(SCHNEEWEISS 20033, Ch. 1; BAKULE 2008). Decomposition describes the splitting up of a
given decision problem into smaller sub-problems for sequential or parallel execution
(distribution in time and/or space). From the point of view of decision science, the so-
lution approach is now an instance of a Distributed Decision Making (DDM) problem
(SCHNEEWEISS 2003b). Problem decomposition can be either functional (along the lines
of the control functions to be implemented) (c.f. PASSINO 2005; SHEN 2002) or physical
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(along the lines of the physical subsystems) (SHEN 2002; SHEN et al. 2006b; THARUMARA-
JAH 2001). The form of problem decomposition will be identified as a key discriminator
between hierarchical and distributed perceptions of PPC and a design decision through
which the information horizon of decision-making entities — and hence their ability to
render globally “optimal” decisions — is impacted (c.f. Section 3.1.2).

2.1.2 POPULATIONS OF (SELFISH) AGENTS AS CONTROLLERS

Decision-making entities may, and in most real-world manufacturing systems generally
will, include both humans and computerized systems. Over the course of this thesis, a
particular type of decision-making entity will repeatedly attract attention: agents. Being
commonly defined as a computational entity that can perceive its environment, take
decisions, and interact with other agents and its environment in order to achieve goals
(i.e.is goal-seeking)'4, the agent concept provides the set of in- and outputs as well as the
decision-making capacity required for controllers in the context of Fig. 2.1.

Where controllers are perceived as agents, the interaction between multiple controllers
establishes an instance of a Multi Agent System (MAS) (CARABELEA et al. 2004; STEEG-
MANS et al. 2004; Tokoro 1996). While MAS is a commonly used term in computer
science, other sciences sometimes refer to the same concept as an Agent-Based Model
(ABM) (BoNABEAU 2002; N1az1 and HussAIN 2011; HOLLAND 1998, Ch. 6). If the agent
population of a MAS comprises of agents of identical capabilities, the MAS is called
homogeneous, otherwise heterogeneous (ALSHABI et al. 2007). According to N1iLssoN and
DARLEY (2006), Agent-Based Models (ABMs) (or MASs) are particularly well suited as a
modeling approach when (1) dynamic systems are distributed in time and space, (2) made
up of many interacting autonomous parts, (3) exhibit several objectives and (conflicting)
constraints, and (4) emergent phenomena can be expected. These are conditions that are
all met for manufacturing systems (ibid.). In particularly they are well suited to model
CAS (CasTeLLANI and HAFFERTY 2009, Ch. 5.2.6.3) and systems comprising of multiple,
intelligent devices (as in the 10T) (ZHANG et al. 2002).

From a software-engineering perspective, agents can be implemented in different ways.
In the most simple way, agents simply encapsulate a piece of functionality or software (c.f.
SHEN et al. 2006b, for this and other implementation alternatives). In the literature on MAS,
however, an additional characteristic is deemed essential (JENNINGS and WOOLDRIDGE
1998; KALENKA and JENNINGS 1999; WOOLDRIDGE and JENNINGS 1995), which will be
assumed in this thesis when referring to agent-based approaches to PPC: autonomy, the
ability and right of agents to render decisions independent of external entities (FALCONE
and CASTELFRANCHI 2001; JENNINGS and WOOLDRIDGE 1998; MONOSTORI et al. 2006;
WINDT and HOLSMANN 2007). Agents will also be considered goal-seeking, i.e. “endowed
with goals and that their behavior is guided by an internal (mental) representation of
the effects” (CARABELEA et al. 2004, p. 103). In conclusion, “an autonomous agent will be
defined here as an agent that acts to achieve its own goals.” (CONTE and CASTELFRANCHI

M4JENNINGS and BUSSMANN 2003; JENNINGS and WOOLDRIDGE 1998; MARZO SERUGENDO et al. 2004; MONOS-
TORI et al. 2006; SHEN et al. 2006b; STONE and VELOSO 2000; CONTE and CASTELFRANCHI 1995, Intro-
duction.
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1995, p. 46). Such Self-Interested Multi Agent Systems (SMAS), comprising of individually
motivated agents, have become the focus of various subfields of Artifical Intelligence (AI)
research since the mid 1980s (CONTE and CASTELFRANCHI 1995, Ch. 3; GREEN et al. 1997)
(c.f. Section 2.2.2).

Several authors have pointed out the (perceived) underlying dichotomy between auton-
omy and the need to avoid chaos, to meet global constraints, to resolve agent interde-
pendencies, to deal with distributed information and resources, and to eventually attain
efficiency at a system level (c.f. ALsHABI et al. 2007; BAR-YAM 2002; DORAN et al. 1997;
FarLcoNE and CASTELFRANCHI 2001; VANCA 2014). It remains to be argued then, to why
autonomous (i.e. fundamentally selfish) agents should be assumed in a situation where
the overall system behavior is the yard stick for the performance of a control architecture.

With designers of PPC systems being interested in high target achievement (c.f. Section 2.1.3),
not in the implementation of particular design ideas, agent autonomy possesses no value
in itself. There are, nevertheless, good reasons to investigate and understand the behavior
of autonomous selfish agents. In (strictly) distributed control systems, cooperation is
hard to attain as the existence of a common, shared goal to work towards, is required
for cooperative behavior (DORAN et al. 1997; SHENKER 1995). Maintaining such common
goal for the MAS population, however, would require a central hierarchically superior
entity, which would make MAS-based control systems unfeasible in situations where the
provision of such a central coordinator is unrealistic or impossible (CONTE and CASTEL-
FRANCHI 1995, Ch. 3). CONTE and CASTELFRANCHI (ibid., p. 164) also remind us that in the
beginning, “distributed problem solving has been characterized by pre-compiled coopera-
tion, and MAS relied essentially upon the benevolence assumption” (c.f. also BRAINOV
1996; OssowsKI and GARCIA-SERRANO 1999; TOKORO 1996). Thus, the goal and the agents’
behavior necessary to achieve it was coded into agents’ behavior. Such an approach
seems feasible where the system size is manageable, emergent behavior is predictable,
and all agents are created by the same designer who can guarantee the assumption. In
the dynamic value-creation networks foreseen in Section 1.1 however, it can no longer
be assumed that all agents were designed for cooperation (GREEN et al. 1997) and selfish
behavior may be required to survive in such open system (TOKORO 1996).

In defending a competition-based MAS implementations, one may also point to conceptual
considerations: cooperative solutions are often vulnerable to selfish users (SHENKER 1995;
Basar and OLSDER 1998, Ch. 4.7)." This is ever more problematic where coordination is
to be attained across company borders (SANDHOLM 2000). As AHRENS (1996) points out, a
competitive interaction may also seem more “natural” for people when vying for scarce
resources. Selfish agents, therefore, implement the notion that the interplay of supply
and demand observed at the macro-economic level (markets, for example, are highly
self-organized, c.f. AHRENS 1996; PAPADIMITRIOU and VALIANT 2010) can similarly be
found within a company where customer orders compete for sparse production capacity
(AHRENS 1996, 1998).16

5 An example for a cheating-prone socially optimal solution for the routing games discussed in e.g. in
Section 3.3.1 and Chapter 5.

6This idea of a “market within an enterprise” dates back to Coask and his milestone work “The Nature of
the Firm” (COASE 1937).
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SCHNEEWEISS
Ch.1)

NwaANa et al. (1997) (2003a,

MaroNE and Crow-
STON (1994)"7

Description

data exchange
negotiation

contracting (reactive) negotiation

multi-agent planning

organizational structuring planning

mutual adjustment

direct supervision

standardization

Agents exchange information about internal vari-

ables.

Agents engage in a negotiation process, seeking to
find mutually acceptable solution.

Market-like self-organization, with each decision-
making entity adjusting to manage interdependen-
cies.

A coherent plan is assembled from all decision-
making entities and checked for coherence, con-
flicts.

A-priori structure among agents is given. Agents
may instruct and anticipate the behavior of others.

20032, p.5)

7 Aggregation of multiple works from organization science literature.

TABLE 2.1: Forms of agent coordination, sorted by “increasing sophistication of communication and integration” (in the sense of SCHNEEWEISS
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With cooperation not explicitly encoded in the agent behavior, agents need to engage
in a process “in order to ensure their community acts in a coherent manner” (NWANA
et al. 1997, p. 79). This process is called coordination (c.f. also JENNINGS 1993; SCHNEEWEISS
2003b). The design of coordination processes is a pervasive problem in diverse areas
such as social science, organization theory, anthropology, political, and computer science
(MaLoNE and CROWSTON 1994; NWANA et al. 1997). There are several classifications of
coordination techniques in the literature: Nwana et al. (1997) name organizational struc-
turing, contracting, multi-agent planning, and negotiation. SCHNEEWEISs (2003a, Ch. 1)
points to four consecutive forms of coordination that can be ordered by “increasing so-
phistication of communication and integration” (ibid., p. 5). The techniques are compared
in Table 2.1, maintaining the ordering of SCHNEEWEISss (ibid.). It is generally accepted that
achieving coordination in “open” settings in the absence of pre-compiled cooperation is
harder to achieve (Ossowsk1 and OMICINI 2002). Understanding the different means by
which coordination may be attained helps to conceptualize and discriminate the existing
paradigms of PPC (Section 2.2). As hierarchical and distributed PPC will be found to sit at
opposite ends of the spectrum, Table 2.1 can also indicate which coordination techniques
could be applied in hybrid PPC systems.

2.1.3 THE PRODUCTION PLANNING & CONTROL PROBLEM

The repetitive tasks involved in the management of the value-creation processes of a
company (BECKER 2012, Ch. 2.1.3; GERSHWIN et al. 1986; Hopp and SPEARMAN 2008, Ch. 13;
SCHUH 2006) are collectively known as Production Planning & Control (PPC), although
the exact definitions and delineations of these terms vary between authors and research
streams (GupeHUs and KoTzAB 2009, Ch. 2).

PPC tasks span over multiple time horizons — from machine level setup and staffing
decisions (with the shortest time horizon) to factory and production network planning
and design at the highest time scale (BAHL et al. 1987; Hopp and SPEARMAN 2008, Ch. 13.2.1).
Exemplary tasks at the different time scales — referred to as the strategic, tactical, and
operational level, as common in planning and control discussions (MILLER 2002, Ch. 1.1)
— are given in Table 2.2. Notably, the different time scales form a control hierarchy in
which the decisions of previous steps influence subsequent decisions at any given point.

Long-term strategic PPC decisions often concern or support design decisions where
decisions about the number, location, and equipment of production facilities (BAHL et al.
1987) are made to meet anticipated changes in the product mix and volume. Decisions on
production capacity made at this location significantly impact on the company’s bottom
line and all subsequent decisions (Hopp and SPEARMAN 2008, Ch. 18.1).

For Gupenus and KoTzaB (2009, Ch. 2), the key characteristic of production planning is
that it generally deals with inaccurate information about demands anticipated for the
future. The majority of planning processes within PPC have a medium range (Horp
and SPEARMAN 2008, Ch. 3.2.3) and are generally concerned with translating actual or
forecasted customer demand in to production orders and determining release dates
for them (c.f.e.g. ibid., Ch.13.2). Production control, on the other hand, (in line with
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Time Horizon Planning Horizon Decisions

Strategic years to decades  capacity decisions
facility locations

Tactical weeks to years work scheduling
staffing assignments
preventive maintenance

purchasing decisions

Operative hours to weeks material flow control
worker assignment
machine setup decisions

quality compliance decisions

TABLE 2.2: Production system management decisions by planning horizon. Table adapted
from BaHL et al. (1987) and Hoprp and SPEARMAN (2008, Ch. 3.2.1), c.f. also
MILLER (2002, Ch. 1.1)

Section 2.1.1), considers the short-term steering of released orders (GunpeHUs and KoTzaB
2009, Ch. 2; Hoprp and SPEARMAN 2008, Ch. 3.2.4).

The scheduling task is situated between (classical) production planning and production
control (GUuDEHUs and KoTzAB 2009, Ch. 2; BECKER 2012, Ch. 2.1.4). It is performed ex ante,
yet only considers actual production orders (GUupEHUs and KoTzAB 2009, Ch. 2; Hopp and
SPEARMAN 2008, Ch. 15). During scheduling, tasks (process steps necessary to complete
jobs) are allocated to resources (PINEDO 2008, Ch.1). Since resources can usually only
perform one task at a time, manufacturing systems are commonly modeled as Resource
Allocation Systems (RASs) (REVELIOTIS 2005) where “a finite set of reusable resources
[...] are exclusively allocated to a number of concurrently executing processes for the
sequential execution of their various processing stages” (ibid., pp. 12 f.). Hence, scheduling
commonly entails solving (in parallel or sequence) a sequencing and an allocation problem.
Where such flexibility is given, the allocation problem determines the allocation of tasks
to one of multiple possible resources. The sequencing problem determines the sequence
in which tasks are performed on a resource (c.f. also FABIUNKE and Kock 2000). Finding
the optimal scheduling (w.r.t. some performance criterion) is generally perceived as
an optimization problem. The analytical intractability of many, even simple scheduling
problems (GAREY et al. 1976; PINEDO 2008, Appendix E; T'’KINDT and BILLAUT 2006,
Ch. 4.5) means that heuristics are frequently applied to solve scheduling problems in
practice (c.f. Section 2.2.1).

As they shape the value-creation process of companies, decisions on the structures and
processes set out to complete PPC tasks, have profound impact on the attainment of the
company’s entrepreneurial targets (high quality, low cost, high delivery performance, and
high flexibility (SCHONSLEBEN 2012, Ch. 1.3.1; CHRYSSOLOURIS 2006, Ch. 1.3)). PPC systems
are hence goal-seeking (c.f. also MONCH 2005) in such a way that they are aimed at the
effective connection of markets with products and production (OLHAGER and WIKNER
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2000) and the effective allocation of current orders to resources in a manufacturing
company (ENARSSON 2006; GUDEHUS and KoTzAB 2009, Ch. 20.1). Likewise, the “optimal”
PPC system can (if at all) only be determined, given the production environment and
entrepreneurial goals of a given company (ROGERs and BRENNAN 1997). As a concretization
of the above-mentioned entrepreneurial goals, production performance (and hence the
quality of PPC systems) are frequently measured against the (concurrent) achievement of
“logistical targets”, namely (1) low levels of inventory, (2) short throughput times, (3) high
capacity utilization, and (4) high due date reliability (WIENDAHL 1997, Ch. 5.1; NYHUIs and
WIENDAHL 2009; Horp and SPEARMAN 2008, Ch. 6.3.2).

2.2 ARCHITECTURAL STYLES TO PRODUCTION PLANNING &
CONTROL

With the introduction of the PPC problem and relevant terminology concerning problem
decomposition and agent coordination, the thesis will now introduce hierarchical and
distributed PPC approaches (in Sections 2.2.1 and 2.2.2 respectively). They represent
Architectural Styles (c.f. Bass et al. 2003, Ch. 5.9 for a definition in the domain of software
engineering), i.e. a set of features and rules, which an accordingly designed PPC system
should exhibit/abide by. While the control system of any given real-world production
system (if explicit and implicit PPC decisions taken by both humans and computerized
decision-making entities are combined) will be unique, architectural styles refer to a
combination of features'® that are commonly found and discussed in conjunction and
that combine in a logical, coherent fashion (ibid., Ch. 5.9).

2.2.1 THE HIERARCHICAL APPROACH

Across application domains, hierarchical control architectures are considered a convenient
and popular choice for the control of complex system plants. They apply a functional
decomposition of the problem into a set of sub-problems, each of which takes a subset of
control decisions (PAsSSINO 2005, Ch. 1.4). From a decision making standpoint, hierarchical
planning is a particular form of succession planning in which planning decisions are
taken sequentially and decisions are fed-forward; however, decision-making entities
in hierarchical control settings are (ideally) aware of subsequent planning steps and
anticipate the consequences of their decisions upon them (KLEIN and ScHoOLL 2011, Ch. 5.3),
thereby creating a leader—follower relationship between controllers — comparable to
Stackelberg-Games in game theory (SCHNEEWEISS 2003a, Ch. 1).

The application of hierarchical control architectures to PPC tasks is known as Hierarchical
Production Planning (HPP). This section will introduce HPP as an architectural style for
PPC systems in which the control task is functionally decomposed and sub-controllers
are coordinated through (hierarchical) planning where higher-level decisions form the
input and constraints for lower-level decision-making.

BE.g. with respect to control problem decomposition and controller coordination.
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HI1ERARCHICAL PRODUCTION PLANNING

The distinctly different time scales at which decisions on manufacturing design, planning,
and control are taken (c.f. Section 2.1.3) and the impact of longer-term decision on
short-term decisions (e.g. capacity investment decisions frame the possibility space for
scheduling decisions) give rise to a natural perception of “hierarchy” within the tasks of
PPC (GERSHWIN et al. 1986; VAN BRUSSEL et al. 1998) and have inspired researchers and
practitioners in the field to develop various flavors of HPP.

In accordance with the above-mentioned definitions, the adjective “hierarchical” in HPP
refers to a “decision-time hierarchy” (SCHNEEWEIsS 2003a, Ch. 1.1) where successive
planning steps are implemented by a likewise hierarchical series of models (PAssINO 2005,
Ch. 6.3.5): Hax and MEAL, p. 3 explain such planning hierarchy as “each set of decisions
at an aggregate level providing constraints within which more detailed decisions must
be made”.

HPP systems hence comprise of multiple decision-making entities and are hence identified
as Distributed Decision Making (DDM) systems e.g. by SCHNEEWEISS (2003a, Ch. 1.1).
They are generally meant however when researchers in the domain of PPC these days talk
about “centralized” production control, arguably because planning activities are usually
performed by a single computer. They should not be confused with what DirLTs et al.
(1991) calls monolithic PPC architectures, where all PPC functions are collectively and
simultaneously solved. These earliest approaches to computer-based PPC had to succumb
long ago to increasing complexity in manufacturing operations (DiLTs et al. 1991; McKay
2011), as they lacked, in particular, fault-tolerance, variability of response times, and it
was generally difficult to modify the control system in the event of changes to the plant
(D1rTs et al. 1991; MARIK and MCFARLANE 2005). They bear no practical relevance in
todays manufacturing environments (D1LTs et al. 1991) and are thus not reviewed here.

As compared to monolithic PPC systems, DiLTs et al. (1991), GRAVES (2011), and MILLER
(2002, Ch. 3.1) refer to the following main advantages of hierarchical PPC architectures:
the problem decomposition lowers the planning complexity, reducing also the demand for
input data at each stage. Redundancies and software development effort can be reduced
and uncertainty can be addressed within a defined planning framework. The separation
of decision problems along time-scales also makes it easy to align the sub-problems with
the hierarchy of decision-makers (c.f. also Section 2.1.3) and to add or remove decision
layers when deemed necessary.

Where sub-controllers take decisions successively, DDMs exhibit weak information asym-
metry — i.e., an asymmetry in available information resulting from the limited amount of
information typically available in early planning steps (SCHNEEWEIsS 2003a, Ch. 1.1). This
asymmetry could (in principle) be removed once complete information is available; it is,
therefore, weaker as compared to situations where multiple decision-making entities are
active simultaneously (SCHNEEWEISS 2003a, Ch. 1.1; KLEIN and ScHOLL 2011, Ch. 5.3), as
will be the case in distributed PPC architectures to be introduced in Section 2.2.2. In terms
of information asymmetry, HPP systems can thus be located between monolithic PPC
systems, which exhibit no information asymmetry as they have only one decision-making
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entity, on the one hand, and distributed PPC systems, where multiple decision-making
entities may take decisions simultaneously, on the other hand.

HisTorRicAL DEVELOPMENT OF HIERARCHICAL PRODUCTION PLANNING &
CONTROL

The first widely used hierarchical PPC concept designed for computer usage was sug-
gested by Hax and MEAL (1973). HAx and MEAL proposed to decompose the PPC problem
functionally into four sub-problems to be executed sequentially, with one planning func-
tion building upon the results of its predecessors. Not only would this decomposition
reduce planning complexity, but would allow for some planning functions to be solved
at an aggregated level.” Aggregation (be it over time, products, processes, or people)
had already previously been a staple of PPC models (ibid.) and is still an essential tool
for complexity reduction in today’s PPC systems (Hoprp and SPEARMAN 2008, Ch. 13.2.2;
KrEIN and ScHOLL 2011, Ch. 5.3.5.2).

The basic ideas of functional decomposition and sequential decision making (partially) for
aggregated planning objects, along with the advent of computers in the manufacturing
environment, paved the way for the rise of computerized PPC in the 1970s, which made
it possible for the first time to replace then existing approaches based on statistical order
points and lot size calculations (Hopp and SPEARMAN 2004; McKAY 2011). Since then, HPP
has repeatedly been integrated into ever more overarching business software products:

+ MRP was introduced by ORLICKY (1975) as a method to calculate dependent net
demand?°.

« MRP II extended the MRP functionality to include forecasting, scheduling, and
production control tasks.*

« Computer-Integrated Manufacturing (CIM) systems were developed since the 1970s
and 8os to integrate the various IT systems related to the design, configuration,
and realization of products and production system (CARIDI and SIANESI 2000;
GUNASEKARAN and NGAT 2012; JONES and MCLEAN 1986).

All these evolutions not only maintained the hierarchical top-down planning approach
(BONGAERTS et al. 2000; CARIDI and SIANESI 2000; GIRET and TRENTESAUX 2015) but
advanced the idea to give decision authority above an ever larger set of business decisions,
to a single, centralized decision-making entity.

YBy assigning products to families and types and run forecasting as well as initial scheduling problems
on aggregated levels, before considering individual products again.

*°Demand for sub-assemblies, parts, and individual pieces, not covered by inventory or current production
orders.

2'Hopp and SPEARMAN 2008, Ch. 13.2.2; CHRYSSOLOURIS 2006, Ch. 6.2; HERRMANN 2011, Ch. 4.
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PrROBLEMS OF HIERARCHICAL PRODUCTION PLANNING

In recent years, HPP systems have increasingly been criticized for not meeting the pro-
duction control challenges posed by modern production environments, and their ability
to cope with future challenges (as outlined in Section Section 1.1) is generally doubted.
This section will recapitulate the most common criticism made about the previously

introduced HPP implementations to better understand the renewed interest in distributed
PPC.

Existing HPP approaches are commonly criticized for their rigidity and inability to adapt
to changes in the production plant: BONGAERTS et al. (2000, p. 125) complain that “Because
of the static and deterministic nature of hierarchical control architectures, it is difficult to
modify the system and to incorporate unforeseen changes into the system”. VAN BRUSSEL
et al. (1998) note that to incorporate plant changes in HPP systems, the entire system has to
be shutdown and higher-order data structures®* need to be re-built, e.g. after modifications
to a resource. Even where technically feasible, centralized control approaches then seem
ill-advised for MARik and MCFARLANE (2005) in situations where frequent changes to
the system plant have to be expected (c.f. also BONGAERTS et al. 2000). This negative
assessment also extends to CIM as an extension of MRP/MRP II today: the high hopes
in integrating systems along the product life-cycle were not fulfilled (AHRENS 1996), to
say the least: AHRENS (1998, p.174) concludes that efforts to introduce CIM “ended in
disaster”, and MoLpAsCHL and WEBER (1998, p. 372) lament that the 1980s were a “‘lost
decade’ from the viewpoint of organizational innovation” due to the flawed experiments
with CIM. The reasons presented for this resounding failure are usually associated with
an overly rigid system structure (c.f. MONOSTORI et al. 2015)

HPP systems also perform poorly where the future is subject to uncertainty. While
designing HPP systems to deal with uncertainty has been subject to wide academic
interest (see MuLA et al. 2006, for a review), different observations can be made in
practice where (acc. to GRAVES 2011; LINDAU and LUMSDEN 1995) most PPC systems do
not explicitly account for uncertainty (i.e., there is no anticipation) by the planning
stage and the implementation stage is assumed to be deterministic. While the notion of
“hierarchical planning” (c.f. Section 2.2.1) was originally developed in the context of MRP
and explicitly calls for reactive planning functions that incorporate the possibility for
disturbances at lower-tier execution steps in the decision-making process (KLEIN and
ScHoLL 2011, Ch. 5.3.3), most HPP systems have a “nonreactive anticipation function”
where feedback from lower-level controllers is not included in higher-level decision
making (FLEISCHMANN and MEYR 2003). The interaction between sub-controllers in
real-world HPP system is hence generally minted by the existence of master-slave or
command-response relationships between entities (BONGAERTS et al. 2000; BRENNAN
2000; TRENTESAUX 2009), more akin to classical, non-reactive succession planning (KLEIN
and ScHoLL 2011, Ch. 5.3).

This rigid, successive planning approach leads to systems with little flexibility to react
swiftly to unexpected changes at the shop-floor level. For VAN BRuUSSEL et al. (1998, p. 262),
this observation is directly linked to the idea of HPP as “hierarchical control architectures

*?such as work-plans, product routings, etc.
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almost automatically imply a top-down development methodology, which again intro-
duces additional constraints into the solution”. Similarly, CONTE and CASTELFRANCHI
(1995, p. 44) note that systems “which are granted little autonomous decision-making,
unfailingly but blindly execute their plans and tasks [...] are unable to react to unexpected
and important events”. This observation is also shared by HATvANY (1985, p.103), who
concludes that “highly centralized and hierarchically ordered systems tend to be rigid,
constrained by their very formalism to follow predetermined courses of action”.

Even where sub-ordinate planning steps are granted (limited) autonomy, hierarchies
as a structural property in communication networks seem ill-equipped for uncertainty-
plagued environments: HELBING et al. (2006a) find hierarchies to be the optimal architec-
ture to spread information within a system (c.f. also Section 3.3.2), but highly susceptible
to noise (i.e. variability) and failure of communication entities. Similarly, MALONE and
SmiTH (1988) observe that, while hierarchies can minimize coordination cost, they are
vulnerable to failures of decision-making entities. For PPC, this resentment is shared e.g.
by MaRik and McFARLANE (2005), who see the dependence of hierarchical PPC systems
upon the availability of each decision-making entity as a crucial disadvantage, while
DUFFIE (1990) concludes that fault tolerance can only be introduced into hierarchical
control systems at the expense of extra complexity.

Of course, the increase in complexity and uncertainty in production environments (c.f. also
Section 1.1) is met with substantial improvements to the speed with which centralized
PPC systems can analyze and solve PPC problems: KocH et al. (2011) report a speed-up of
100 million times over a 20 year timespan to 2011 in the solution speed for Mixed-Integer
Linear Programs (MILPs) (such as scheduling problems), resulting from improvements
in both hardware and algorithms. There are, however, reasons to doubt that even these
advancements in computational power will suffice to perform in future manufacturing
environments: According to BAKULE (2008), the increase in the task-complexity of control-
ling a system with increasing size and complexity outgrows advances in computing power
and memory in modern computers because of increasing (1) dimensionality (induced by
the increasing number of decision variables), (2) information structure constraints, (3)
uncertainty, and (4) delays (between control decision and the effect on the controlled
system).

Increasing dimensionality arises from both the increasing flexibility potential within
production systems and the quest of centralized computer-based planning systems to
cover larger parts of the decision process in companies: DESHMUKH et al. (1998) show
mathematically that the shift from dedicated to multi-purpose, flexible production re-
sources leads to an increasing complexity during production planning. Both BERTRAND
and MUNTSLAG (1993) and STEVENSON et al. (2005) note that MRP II performs poorly in
environments with non-standard products and flexible product routings. DUFFIE (1990,
p.167) finds that “the complexity of computer-integrated manufacturing systems with
hierarchical architectures grows rapidly with size, resulting in accompanying high costs
of development, installation, operation, maintenance, and modification”.

Delays in HPP arise from the two-fold communication process in hierarchical coordination
processes that have to (1) inform the central decision-making instance and (2) re-distribute
and implement the decision (GUETZKOW and SIMON 1955). Such an approach is not only
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time-consuming and hence bound to operate on outdated information, but also requires the
centralized PPC system to render appropriate reactive measures in a short time. Given the
uncertainty about the system evolution, MONOSTORI et al. (2006, p. 698) note: “No matter
how, it is next to impossible to be prepared with preprogrammed, top-down responses
to abrupt changes and to complete real-time computations on sophisticated decision
models before the results are invalidated”. In the absence of reactive planning capability,
frequent re-planning has to be performed. This does not only take time, reducing the
reactiveness to unforeseen events like machine breakdowns, but also creates additional,
artificial variability, system nervousness, and frustration (“schedule churn”) (c.f. also Hopp
and SPEARMAN 2008, Ch. 3.1.9).

2.2.2 THE DISTRIBUTED APPROACH

This section will introduce distributed production control as the second architectural style
to be considered in this research. Distributed PPC approaches are designed following
a constructionist view through a bottom-up approach, generally building on a CAS
perception of the manufacturing system. They will be found to combine mostly physical
decomposition with coordination through various forms, ranging from data exchange to
negotiation and multi-agent planning. Decision-making agents in (strictly) distributed
PPC architectures render decisions based on local information and in parallel to others
(observed as the essential discriminating factors of distributed PPC in OxuBo et al. 2000).
When compared to HPP systems, the simultaneous planning and decision-making by
several decision-making entities implies that distributed PPC systems exhibit “strict
information asymmetry” that cannot be removed over time SCHNEEWEISS (2003a, Ch. 1.1).

As this section will show, the devolution of control authority has a distinct pedigree
in the context of manufacturing systems, but is has gained renewed momentum with
recent advances in information and communication technology. Since then (roughly the
mid 1980s), the (expected) advantages of distributing control from a central planning
authority?3, have remained largely identical. They usually include:*4

« improved computational efficiency due to asynchronous/parallel computation

increased robustness, since control does not hinge on single controller

« a more open system architecture

improved scalability

« increased flexibility

improved re-usability of solutions

« lower cost

simpler programming and adaptation of control structures to structural changes

*3A “planning office” as envisioned by TAYLOR (HERRMANN 2006).

*4c.f. e.g. ARGONETO et al. 2008, Ch. 4.7; BAKER 1998; CHRISTENSEN 1994; DUFFIE 1990; LESSER and CORKILL
1981; MARIK and LAZANSKY 2007; MARIK and MCFARLANE 2005; MONOSTORI et al. 2015; OUELHADJ and
PETROVIC 2009; SANDHOLM 2000; SHEN 2002; SHEN et al. 2006a; STONE and VELOSO 2000.
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« better performance (especially under real-world environmental conditions)

HisTORICAL DEVELOPMENT

This subsection seeks to trace the idea of distributing control authority in production
environments over the last roughly 8o years. The review serves as a backdrop to the most
recent pushes to distribute production control as part of the “fourth industrial revolution”,
as discussed in Section 1.1.2. It will show that (1) the general idea of control devolution and
distributed parallel decision-making by multiple decision-making entities is not a new
idea, but rather has (re-)surfaced repeatedly in the discussion on PPC and (2) previous
attempts toward distributed production control have been thwarted by inflated claims for
superiority — often marketing-driven, rather than scientifically grounded — as well as a
lack of understanding for the success factors of distributed control. Explicit consideration
of the history of distributed PPC ideas, will allow the remainder of this thesis to draw upon
a wider range of literature streams to substantiate the research hypothesis (Section 2.3).

EAarLY ForMS oF DISTRIBUTION WITHIN PPC

Section 1.1.2 has already shown the increased interest in distributed PPC in the context
of CPS and the technological and organizational developments surrounding the vision
of a fourth industrial revolution. Despite that, it is worth noting that the idea of control
devolution and distributed decision-making in manufacturing environments, spawned
not long after TAYLOR had proposed his vision of a clear distinction between planning and
doing (Hopp and SPEARMAN 2008, Ch. 1.5; MOLDASCHL 1998). Three approaches will be
discussed here, where “the theory is put forward that efficiency can easily be increased by
partially renouncing the exercise of control (i.e., by flattening hierarchies)” (MoLDASCHL
and WEBER 1998, p. 381): dispatching rules, group work, and PULL production. All of
these, as will be shown in this and the following sections, have advanced the idea of
autonomous decision making in theory and practice and forestalled some of the debates
on the advantages and disadvantages of distributed control that this thesis will elaborate
on.

The first approach are dispatching rules. These are simple intuition-based solution proce-
dures for scheduling tasks, such as routing and sequencing, by ranking decision alter-
natives and choosing the best-ranked option (CHRYSSOLOURIS 2006, Ch. 6.3.3). Research
on dispatching rules has developed since the 1950 in parallel to research in the ex ante
scheduling via OR models (PANWALKAR and ISKANDER 1977). They represent the most
common form of reactive (dynamic) scheduling in industry today (Uzsoy et al. 1994;
VAN DYKE PARUNAK 1996). Dispatching rules use only temporally and spatially local
information to make scheduling decisions, mostly to determine the operation sequence
at a machine (BLACKSTONE et al. 1982; PANWALKAR and ISKANDER 1977; PICKARDT et al.
2013), but similar approaches exist to make allocation (routing) decisions to determine
which machine should be used (WINDT et al. 2010b) and when jobs should be released
(BAKER 1998). Given their local information horizon, they lend themselves to heterarchical
implementation (ibid.), but may not be able to explore the full solution space (BLACKSTONE
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et al. 1982). In fact, “the preponderance of agent research for manufacturing has devel-
oped agent architectures that merely implement dispatching rules. It is most common to
dispatch the routing decision in these architectures, assuming sequencing can then be
done at each resource” (BAKER 1998, pp. 302 f.). In particular, a routing decision based on
the queue lengths of the machine alternatives is commonly used (Tay and Ho 2008).

From EL-BoURI and SHAH (2006, pp. 342 f.), we learn that the “main disadvantage of
dispatching rules is that they are problem-dependent, and no one dispatching rule typically
dominates others for most, if not all, performance”. The combination of dispatching rules
(e.g. PICKARDT et al. 2013; TAY and Ho 2008) and the selection of dispatching rules given
particular manufacturing system and/or job characteristics (e.g. BRAGLIA and PETRONI
1999; EL-BOURI and SHAH 2006) has hence been one focus of research.

The theory of group work developed after the landmark ‘Hawthorne experiments’ by
Mayo (1933) and ROETHLISBERGER and DIcksoN (1939) allegedly?*> showed the impor-
tance of informal (bottom-up) organization between workers on system performance
(MorpascHL and WEBER 1998; Horp and SPEARMAN 2008, Ch. 1.6.2). The experiments
have had major implications on several fields of study. THOMAS et al. (2005b) argue that
in management theory, the perception of a duality between control and autonomy in
organization science dates back to these experiments (this field of research will be picked
up again in Section 4.1.2). Moreover, the group work theory evolved. Through some
intermediate steps?®, the theory of (semi-) autonomous group work picked up the idea
of informal self-organization (CUMMINGS 1978). They are today considered a suitable
approach to deal with the increasing flexibility requirements and variability of modern
and future production environments (WIENDAHL et al. 2009, Ch. 4.2); they have also been
discussed as a model of semi-heterarchical PPC (RAHIMIFARD 2004).

Finally, PULL production is part of the “lean production” philosophy that developed in
Japan (notably at Toyota) (ARLBJ@RN and FREYTAG 2013; HOLWEG 2007) after World War
I1, and rose to prominence in the Western world with the release of the book “The Machine
that changed the world” (WoMACK et al. 1990). There, the adoption of lean was euphoric
after the recent failure of CIM systems (MoLpAscHL and WEBER 1998) (Section 2.2.1).
Following Hopp and SPEARMAN (2004, p. 142), a PULL production system is defined as
one “that explicitly limits the amount of work in process that can be in the system”,
with replenishment orders released if and only if final products are requested and hence
removed from the system. The distributed character of PULL production principles has
repeatedly been noticed (AskIN and GOLDBERG 2002, Ch. 12.1.2; CARIDI and SIANESI 2000;
THEUER 2012). BAKER (1998, p. 315) notes that “Pull algorithms are essentially distributed,
and thus lend themselves to implementation in a multi-agent heterarchy”.

Despite the resounding success in manufacturing environments, few positive implemen-
tation examples have made it into the peer-reviewed literature (so stated by ARLBJ@RN
and FREYTAG 2013) and low success rates and even eventual negative results have been

*Despite harsh criticism of the experiment execution and result interpretation (c.f. MoLDASCHL and WEBER
1998), the experiment and the original authors’ interpretation made it to textbook platitude.
26Most notably the work by the Tavistock Institute on Human Relations.
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reported (BHASIN and BURCHER 2006; BROWNING and HEATH 2009). Given its philosoph-
ical streaks®” and diversity among “lean” implementations, it is clearly beyond the scope
of this section to fully investigate the reasons for these shortcomings. However, it is
worthwhile to note that the applicability of PULL techniques (especially of the KANBAN
flavor) seems constrained to situations with limited static and dynamic complexity. This
argument will be examined more closely in Section 3.3.1, where the impact of plant design
decisions on the performance of distributed production control approaches is discussed.

In the current hype around a fourth industrial revolution (c.f. Section 1.1.2), it should also
be noted that both group work and PULL have suffered from inflated expectations. As
with the Hawthorne experiments, the initial publication on PULL (WoMAck et al. 1990)
was scant on implementation details (BHASIN and BURCHER 2006; Horp and SPEARMAN
2004) and masterfully placed as an item of science marketing (MoLpASCHL and WEBER
1998). In the context of PULL systems, this has led to double standards: PETTERSEN and
SEGERSTEDT (2009) lament that in the lay literature and internet publications the “good
things are pull and the bad things are push and causes and effects are not separated”
(ibid., p. 200). BONNEY et al. (1999, p. 53) similarly deplore “if the performance of a pull
system is poor then it may be suggested that this is because the fundamentals [...] are
not being observed, whereas, if the performance of a push system is poor, then that is a
consequence of it being a push system”.

AGENT-BASED PrRoODUCTION CONTROL

With advances in computation and communication technology in the 1980s, computers no
longer had to be confined to mainframes used for production planning tasks (HERRMANN
2006), but they could deployed throughout the system plant, providing the basis to realize
(and investigate) computer-based, distributed control systems in manufacturing contexts
(c.f. DILTS et al. 1991; GERSHWIN et al. 1986; HATVANY 1985).

The first concrete ideas and experiments for distributed control in production settings
were published from the mid 1980s (c.f. e.g. DUFFIE and PI1PER 1986, 1987; HATVANY 1985;
VaN DYKE PARUNAK 1987; and DiLTs et al. 1991, for a more comprehensive review). Explicit
reference to agent-based system design was first made by SHAW (e.g.in SHAW 1987). A
more comprehensive research on the possibilities of agent-based control architectures
started in the early 1990s (LEITAO et al. 2013; MCFARLANE and BUSSMANN 2000). Since
then, a wide array of agent application has been proposed for various functions and tasks
related to PPC. Reviews are provided e.g. by BousBia and TRENTESAUX (2002), LEITAO
(2009), LEITAO et al. (2013), and SHEN et al. (2006a,b). While initial attempts did not allow
for even communication (the “lowest” level of coordination acc. to Table 2.1) between
agents (BONGAERTS et al. 2000; DILTS et al. 1991), it was quickly realized that “some
global information must exist in a system” (DUFFIE and PRABHU 1994, p. 95) and the focus
shifted towards minimizing the amount of global information necessary and abolishing
master-slave relationships (DUFFIE and PRABHU 1994; RAHIMIFARD 2004). Going beyond
information exchange, many agent-based PPC systems introduced negotiation-based
coordination approaches (SHEN et al. 2006a). In particular, the Contract Net Protocol

*’BHASIN and BURCHER (2006), for example, argue the varying success of lean as a management concept
may be attributed to missing embrace of these philosophical aspects.
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by SMITH (1980) has become widely used. It offers a high-level coordination protocol
in distributed systems. Coordination is achieved through contracting where contractor
agents make bids to manager agents to fulfill tasks that the managers have announced.
The managers assess the bids and award the task to the bid deemed best (NwaNa et al.
1997; SMITH 1980). Following extensions have mainly sought to reduce the coordination
effort induced by increasing system sizes by reducing the amount of communication be-
tween agents (SHEN et al. 2006a). However, market-based approaches have also attracted
attention (c.f. LEE et al. 2003; MCDONNELL et al. 1999)

Besides the MAS paradigm and bio-inspired approaches to distributed control, the third,
closely related modeling approach that has been used to establish (semi-)heterarchical
control systems is Holonic Manufacturing (SALLEZ et al. 2010; c.f. also THARUMARAJAH et al.
1996). HMSs developed from an international collaborative research effort (the Intelligent
Manufacturing Systems (IMS) initiative) in 1992, in which a global network of researchers
investigated and tested several possible, novel control approaches (CHRISTENSEN 1994).
Among the six investigated approaches was the concept of HMS (ibid.). It picks up the
notion of holons defined by KOESTLER (1970), who observed that in many (particularly:
living) systems a clear distinction between “the part” and “the whole” was not possible and
that these systems can grow to create stable “intermediate forms” in sight of challenging,
evolving environmental conditions (MCFARLANE and BUSSMANN 2003; THARUMARAJAH
et al. 1996). Holons are then recursively defined as comprising multiple sub-holons
(BaBICEANU and CHEN 2006). At each level of abstraction, holons are self-reliant (capable
of surviving disturbances) and yet sub-ordinated to higher-level holons that ensure
efficiency at the level of the whole (BoTT! and GIRET 2008, Ch. 2.1). Holons can be
composed into larger systems, called holarchies, which LEITAO et al. (2013, p. 2361) define
as “a hierarchy of self-regulating holons that are simultaneously autonomous wholes for
their lower parts and dependent parts for higher control levels”. The HMS concept set
the starting point for a series of frameworks for agent-based distributed manufacturing
control developed from the mid 1990s (ibid.). Important contributions include the Product
Resource Order Staff Reference Architecture (PROSA) in VAN BRusSEL et al. (1998) that
has become the central reference point for most recent HMS-design frameworks and is
still among the frameworks deemed best equipped for the already mentioned challenges
faced by modern manufacturing systems (GIRET and TRENTESAUX 2015). The progress
has repeatedly been subject to review papers (BABICEANU and CHEN 2006; GIRET and
TRENTESAUX 2015; MCFARLANE and BUSSMANN 2003) that allow to follow the development.
Holonic thinking offered a good starting point for the discussion of agent-based production
control approaches, since the concept of the holon and the concept of the agent share
a range of similar or identical features (such as autonomy, cooperation, reactive, c.f.
BotT1 and GIRET 2008; GLANZER et al. 2001). The self-referencing recursive nature of
systems that is appealed to here, is also an important property of CAS (CASTELLANOS
2012, Ch. 2.4.3.6) and generally essential to systems theory (KLIR 1991, Ch. 3).
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PROBLEMS OF DISTRIBUTED PRODUCTION PLANNING & CONTROL

Despite the sustained interest in academic research, industrial applications of agent-based
manufacturing control systems have so far been limited.?® A number of obstacles to wider
adoption have been identified, including the lack of interoperability between existing
commercial computing systems and agent-based systems, insufficiently flexible production
resources, unavailability of development tools and platforms, high investment cost, and
the lack of industry standards (D1Lts et al. 1991; LEITAO 2009; MARIK and LAZANSKY
2007; MCFARLANE and BUSSMANN 2003; SHEN et al. 2006a). MARIK and LAZANSKY (2007),
MaRrik and McCFARLANE (2005), and MCFARLANE and BUSSMANN (2000) also point to
enduring impact of reductionist thinking on the education and training of production
system engineers, making them less at ease (or outright unwilling) to design or support
distributed agent-based control approaches. GORECKY et al. (2014) finally point to unsolved
issues concerning the interaction between “intelligent” products and human operators in
the production environment which hinder the adoption of novel PPC approaches.

Another major concern that has already significantly hampered the acceptance of dis-
tributed control architectures by industry is the inability to predict (or bound) the per-
formance of manufacturing systems under distributed PPC (MARik and LAZANSKY 2007;
MaARik and MCFARLANE 2005; TRENTESAUX 2009; VAN BRUSSEL et al. 1998). DE CAROLIS
et al. (2017) aggregated feedback from researchers and industry experts, concluding that
uncertainty about performance was the major concern with respect to the application
of CPS in production operations. While it is deemed impossible to predict performance
statistics at the individual product/order level, even at the aggregate level only average
performance levels can be predicted (VAN BRUSSEL et al. 1998).

These problems can largely be traced back to the constructionist, bottom-up design
approach. JENNINGs and WOOLDRIDGE say about MAS in general:

“The first major problem is that the overall system is unpredictable and nondeter-
ministic: which agents will interact with which others in which ways to achieve
what cannot be predicted in advance. Even worse, there is no guarantee that
dependencies between the agents can be managed effectively, since the agents
are autonomous and free to make their own decisions. [...] The second main
disadvantage is that the behavior and properties of the overall system cannot
be fixed at design time. While a specification of the behavior of an individual
agent can be given, a corresponding specification of the system in its entirety
cannot, since global behavior necessarily emerges at run time.”

— JENNINGS and WOOLDRIDGE (1995, p. 364)

The (potential) lack of global performance has been attributed to the lack of a global
perspective, the absence of an overall system controller (c.f. JENNINGs and WOOLDRIDGE
1998), and the very concept of leaving agents autonomy (c.f. Section 3.5.3). As DUFFIE
and PIPER (1987, p. 179) note: “the fundamental objective of maintaining local autonomy
contradicts objectives of optimizing over-all system performance”. Good performance
is assumed to be in reach for strictly heterarchical systems, primarily where demand is

BLEITAO 2009; MARIK and LAZANSKY 2007; MARIK and MCFARLANE 2005; SHEN 2002; TRENTESAUX 2000;
VAN DYKE PARUNAK 1996; c.f. LEITAO et al. 2013, for a timeline of examples.
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stable and predictable, order throughput times are short and stable, standard products
and standard procedures are requested by customers, and local scheduling rules can be
harmonized (c.f. GupEHUs and KoTzaB 2009, Ch. 8.8.7), i.e. a stable system environment,
already discussed in the context of PULL systems, can be reached. JoNEs and SALEH (1990)
hence doubt that (purely) heterarchical control architectures can work in highly structured
and unpredictable shop floor settings, stating that “although theoretical foundations for
this approach do exist, they have not been shown to be practical for controlling the
dynamic evolution of a stochastic system” (ibid., p. 62). OUELHADJ and PETROVIC (2009)
review comparative studies between centralized and distributed control architectures
to find that distributed control architectures yield high performance especially in small
systems (few agents). Where this is not given, even proponents of distributed control
architectures, such as MARIk and MCFARLANE, p. 32, concede: “Almost universally, where a
centralized solution can be simply implemented, maintained, and changed, it will surpass
a distributed solution in terms of conventional performance. So, classical centralized
solutions might be more efficient in many situations”.

Striking analytical examples have been reported for the lack of performance of systems
under distributed routing or sequencing decisions, including settings in which system-
performance may decrease as additional capacity is added. Examples include the famous
Braess’ Paradox, a phenomenon from traffic research (c.f. Sections 3.3.1 and 5.3.4) and the
Graham Anomalies (further discussed in Section 3.4) that describe performance drops
when additional servers are added to parallel server systems processing a priority ordered
list of tasks of different work contents. In the domain of queuing networks, re-entrant
lines or other system structures exhibiting cyclic dependencies may be prone to becoming
unstable system behavior when increasing capacity (DAI et al. 1999; KUMAR and SEIDMAN
1990). In particular, KuMAR and SEIDMAN (1990) showed that all priority rules are suscep-
tible to instability in the presence of cyclical material flow networks. BARON et al. (2009)
find a similar effect, called the Capacity Allocation Paradoxon in much simpler queuing
networks with limited buffers, where adding additional capacity to a (originally stable)
queuing system can result in instability. However, they also prove that this instability can
be prevented through adjustments to the priority rules that can likewise be distributed to
all machines (do not require inter-machine communication).

In addition, VAN BRUSSEL et al. (1998) observe that the performance of distributed PPC
systems is heavily dependent on parameter tuning — especially parameters of the coordi-
nation mechanisms. In particular:

“1.) The global system performance, e.g., throughput, is very sensitive to the
definition of the market rules, and to the fine tuning of the rules (e.g., relative
importance of transport times). 2.) The control system cannot guarantee a
minimum performance level in case the system goes outside the working scope
for which the rules were tuned. Only an average overall performance can be
predicted when the system is inside its nominal working scope. 3.) Prediction
of the behaviour of individual orders is impossible. The flow time of an order
highly depends on the nature and status of other orders in the system.”

— VAN BRrusskL et al. (1998, pp. 262 f.)
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The resulting heavily path-dependent and potentially chaotic system behavior also im-
pedes system analysis and “debugging”, adding to the undesirable traits of distributed
PPC systems (MONOSTORI et al. 2015).

As with the overall performance, the lack of predictability is blamed on the absence of a
central supervisory entity (MARIk and MCFARLANE 2005). In particular, graceful handling
of unexpected situations cannot be guaranteed, making issues like safety, fault-tolerance,
and deadlock avoidance major concerns in the development of distributed PPC systems
beyond issues of performance (TRENTESAUX 2009).

2.3 HYPOTHESIS: Mix OF HIERARCHICAL AND DISTRIBUTED
CoNTROL ATTAINS BEST PERFORMANCE

It has become apparent from the previous discussion that while “hierarchical and heterar-
chical models have limitations, they also have several desirable characteristics” (HERAGU
et al. 2002, p.562). One might be tempted then to consider whether a combination of
both hierarchical and distributed traits in control architectures may exhibit properties
superior to either of the extremes. As this section will show, this hypothesis has indeed
been pondered in numerous publications across many of the scientific domains already
discussed in this thesis. Quantitative evidence for and structural insights into such optimal
combination have, however, been largely missing.

2.3.1 A BROADLY ASSUMED HYPOTHESIS
IN ORGANIZATION THEORY

As THOMAS et al. (2005b) recall, the aforementioned Hawthorne experiments have laid
the foundation for what has become known as the “Control vs. Autonomy Duality”
in management research. The duality was expressed prominently in the discussion of
multinational companies by MARCH (1991). It has more recently been extended into a
broader set of dualities that touch various aspects of control and autonomy (e.g. hierarchies
vs. networks, standardizing vs. customizing, etc.) (Evans and Doz 1999; PETTIGREW and
FENTON 2000; THOMAS et al. 2005a) as well as to the idea that a cyclical change between
control and autonomy should be exercised THOMAS et al. (2005b). It is worthwhile to
mention at this point the definition of “duality” in organizational research that implies the
existence of “opposing forces that must be balanced” (JANSSENs and STEYAERT 1999, p. 122)
as they are complementary and not contradictory (c.f. Evans and Doz 1999; GRAETZ and
SMITH 2008). In that, dualities are different from “Trade-Offs”. Thinking in terms of such
dualities has, in fact, become common-place in management theory (c.f. e.g. EvaNs and
Doz 1999; JANSSENS and STEYAERT 1999; PETTIGREW and FENTON 2000). VICARI et al.
(1996) develop in the context of control vs. autonomy duality three organizational states
that describe the “relationship between survival and advancement activities” (ibid., p. 193).
In the organizational state of inertia, the focus is on knowledge exploitation, stressing
the need for order and stability. The rate of knowledge generation in such organizations
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is believed to be low due to the lack of experimentation. The state of dissolution, on the
other hand, is reached when “contradictory forces and alternative courses of strategic
action overbalance order in a bewildering manner” (ibid., p. 195). Between the two is the
state of extension, where experimentation is permitted and the organization is held at the
(previously mentioned) edge of chaos. To foster experimentation, “authoritative structures
are substituted by self-organization” (ibid., p. 194). According to Vicari et al. (ibid.), this
state allows to combine high levels of knowledge exploitation with potentially high levels
of knowledge generation.

The academic consensus in organization theory today promotes such dual organiza-
tional forms that combine the controllability advantages of classical hierarchical forms
of organization with the responsiveness of more distributed approaches (GRAETZ and
SMITH 2008; MCKELVEY 2004). STACEY (1993) builds upon the “Edge of Chaos” theory
developed in computer science (LANGTON 1990) to suggest that balancing centralization
and decentralization can maximize creativity and adaptiveness. More generally, research
on the design of socio-technological systems assumes the existence of a “best match”
between performance and control that makes the search for such fit worthwhile, though
the search process for such optimum is not addressed directly (MoLpAscHL and WEBER
1998). Also CLT, as a leadership framework for the management of CAS, “seeks to foster
CAS dynamics while at the same time enabling control structures appropriate for coor-
dinating formal organizations and producing outcomes appropriate to the vision and
mission of the system” (UHL-BIEN et al. 2007, p. 304).

It is generally assumed, however, that the search for a “best match” between control
and autonomy is hard, if not impossible (THOMAS et al. 2005b). PETTIGREW and FENTON
(2000, p. 295) argue (summarizing MARCH 1999, Ch. 1) that “defining an optimal mix of
exploration and exploitation is difficult or impossible. It involves trade-offs across space,
time, people, and levels in a system. In other words, the experience of dualities and their
management is likely to be highly context sensitive.”

IN EARLY FOorMS OF DISTRIBUTED PrRODUCTION CONTROL

Also in the context of PULL production, researchers have sought to address previously
problems with the application of pure KANBAN systems by means of integrating traits
of hierarchical PPC into the controller design. GUnpEHUS and KoTzAB (2009, p. 207) state
that in situations where the conditions for purely local scheduling are not given, “a
combination of local and central scheduling may achieve most of their advantages and
avoid the disadvantages” (highlighting by Gupenus and KoTzaB). CocHRAN and KAYLANI
(2008) report on research (and review literature) on “hybrid control systems” where PULL
systems are either horizontally coupled with PUSH (i.e. centrally controlled) production
systems or higher level planning functions are conducted in a centralized fashion (vertical
integration). The idea to use the customer order decoupling point (CODP) as the separating
point between PUSH and PULL production has become a popular design recommendation
(c.f. OLHAGER and OSTLUND 1990).

The production control approach Constant Work-in-Process (ConWIP) was developed
explicitly to address the aforementioned (Section 2.2.2) problems with KANBAN systems

41



CHAPTER 2 LITERATURE REVIEW

(SPEARMAN et al. 1990). In ConWIP systems, PULL is only applied at the front of the line,
whereas machines within the line PUSH the product forward (SPEARMAN and ZAZANIs
1992). While in KANBAN systems the circulating cards prescribe the product to be
produced, in ConWIP the product to be produced with the next arriving card is determined
by a “backlog list” maintained by the planning department and likely the result of some
overlaying centralized production scheduling (SPEARMAN et al. 1990). RYaN et al. (2000)
show that with the added element of centralized planning, assumptions on the plant
layout for KANBAN can be relaxed and ConWIP can control more complex manufacturing
systems, even job shop environments. Pucukova et al. (2016) find that ConWIP provides
better protection against disruptions and demand peaks then KANBAN, while keeping
line costs lower then PUSH production, thereby establishing a good trade-off between
the virtues of PUSH and PULL.

IN AGENT-BASED PRoODUCTION CONTROL

The hypothesis that some combination of distributed and hierarchical traits is necessary
to avoid undesirable traits in distributed PPC systems has a long tradition within the
research on agent-based distributed production control, dating back to its very beginnings
(c.f.e.g. HATVANY 1985).

The effect of a combination of hierarchical and distributed control traits on performance
has frequently been the subject of hypotheses. In related publications, PHILIPP et al. (2006),
PHILIPP et al. (2007), and WINDT et al. (2008a) suggest a curvilinear relationship between
the degree of “autonomous” (i.e. distributed) control and the logistics target achievement
and the maximum performance attained “in between”. WINDT et al. (2008a) propose to
measure the degree of autonomous control through a catalog, without giving hints how to
translate the answers into a numerical (percentage) value. Unlike the other two mentioned
papers, PHILIPP et al. (2007) suggest that the effect of autonomous control on production
system target achievement is modulated by the system complexity. Low-complexity
production systems are believed to reach maximum performance with little distributed
control. As the complexity increases, the aforementioned curvilinear relationship between
the level of distributed control and the achieved performance (c.f. Fig. 1.4) re-emerges. A
similar (two-dimensional) relationship is suggested by ZAMBRANO REY et al. (2014), who
seek to operationalize the “degree of autonomous control” by referring to the complexity
of the decision function applied at the agent level.

It is further believed that the time-horizon in which a control system has to render de-
cisions (be it offline planning tasks or online control with near real-time requirements)
influences which control architecture would perform the “best”. The general aptitude of
self-organization processes to deal with dynamic, fast-changing situations (DE WoLF and
HoLvOET 2005) has led the logistics and PPC community to believe that distributed control
systems are more prone towards short-term optimization and robustness in the face of
variability and disturbances. On the other hand, hierarchical centralized control systems
are believed to offer the prospect of long-term global optimization under the premise of
relative stability in the network structure and performance requirements (c.f. e.g. CARIDI
and SIANESI 2000; TRENTESAUX 2009). It has repeatedly been suggested that there is a
correlation between the desired control behavior and the optimal layout of the control
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Class I: Fully hierarchical
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FIGURE 2.2: Degree of hierarchical coordination in the trade-off between short- and long-
term optimization. Adapted from TRENTESAUX (2009). Every controller at the
lowest hierarchy level is connected to a controlled subsystem. A monolithic
control system (only one controller) would be on the lower left corner of the
plane.

system (MARik and MCFARLANE 2005; ROGERS and BRENNAN 1997; TRENTESAUX 2009).
To this end, TRENTESAUX (2009) extends the aforementioned dualism by arguing that
the optimal control design is a function of the desired degree of long-term performance
vs. short-term optimization and that strictly distributed, hybrid, and hierarchical control
architectures could be placed on the efficient frontier, serving different design aims. His
perception of the dualism is shown in Fig. 2.2. The semi-heterarchical control systems
(Class II) are believed to show two advantages over purely distributed approaches (Class
III): They avoid unpredictable behavior (impeding industrial adoption) and offer a vi-
able transformation path from the current highly centralized control structures to more
heterarchical ones. Without hypothesizing about a particular shape of the trade-off, a
mix of hierarchical (top-down) and distributed (bottom-up) designs is also assumed to be
optimal for PPC system design by BRENNAN and NORRIE (2001), GIRET and TRENTESAUX
(2015), and LerTAo and RESTIVO (2008).

The apparent disadvantages of both hierarchical and distributed control approaches also
reflect on the strengths and weaknesses of the reductionist and constructionist design
approaches, touched upon in Section 1.3 (specifically, Table 1.1): JENNINGs and CAMPOS
(1997, p. 12) state about reductionist and constructionist views: “However neither of these
approaches is very satisfactory: the former erodes the agent’s autonomy, and the latter
is something of a black art”. In the domain of PPC, this implies that a hierarchical PPC
approach can be designed according to known and established design rules, since the
system behavior is deduced top-down in a reductionist fashion (c.f. Section 1.4), these
approaches cannot account for autonomy on the side of low-level decision-making entities

43



CHAPTER 2 LITERATURE REVIEW

(agents), as this contradicts the necessity to plan behavior top-down. Distributed PPC, on
the other hand, builds upon these autonomous agents, but the logical conclusion from
individual to aggregate behavior is inherently difficult and subject to experience and
guess work, which also rules out performance guarantees. This understanding is shared
by KALENKA and JENNINGS (1999, p. 136), who discuss requirements for the application
of agent-based architectures in e.g. manufacturing, to find: “In such systems, what is
required is the ability to exploit the conceptual power of autonomous agents (as in the
constructionist view), but to ensure the overall system performs in a coherent manner
(as in the reductionist view)”.

2.3.2 EXPERIMENTAL VALIDATION AND DESIGN RECOMMENDATIONS ARE
MISSING

The above-stated hypothesis has implicitly or explicitly motivated many research attempts
in the design of distributed (production) control systems. As will be discussed in Chapter 3,
there is, in fact, a large number of previous scientific work that can inspire attempts to
navigate the design space of (semi-)distributed PPC systems in search for an optimal
mix between hierarchical and heterarchical features. This subsection will review existing
quantitative research that explicitly seeks to investigate the relationship between system
control and achieved performance. It will be concluded that the existing literature can
neither explain nor fully reproduce the hypothesized impact of distributed control on
production performance. While the experiments reported in this section provide empirical
evidence, they cannot be translated into guidelines for production system designers to
develop manufacturing systems that combine the benefits of both control styles.

Indications that neither purely hierarchical nor purely distributed PPC architectures were
a promising design guideline for PPC systems were found fairly early in both laboratory
systems (PAuL et al. 1997) and simulation studies (ROGERs and BRENNAN 1997), where
a hybrid control architecture (in the sense of Class II systems in Fig. 2.2) outperforms
strictly hierarchical and strictly heterarchical competitors with respect to both flowtime
and tardiness. In BRENNAN (2000) and BRENNAN and NORRIE (2001), the experiment
setup is extended to show that the advantages of the hybrid control architecture over a
purely distributed control architecture require a minimum time given to the “bargaining
agents” to coordinate (through negotiation). The required time increases when a stochastic
production environment is assumed.

More recently, SCHOLZ-REITER et al. (2009a) seek to experimentally investigate and con-
firm their previous hypothesis about a curvilinear development of performance as a
function of the “degree of autonomous control” (Fig. 1.4). In their simulation study, prod-
ucts visiting one of multiple identical and parallel machines are increasingly allowed to
choose the machine freely and deviate from an offline-created schedule. While the study
finds the performance increases with increased such autonomy, it cannot reproduce a
decrease in performance for high levels of autonomy. An optimal, medium degree of
distributed control is, in fact, found in the work of GRONAU and THEUER (2016), investi-
gating the ideal degree of autonomy in the application of CPS for PPC. Their conclusion,
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however, is based on the hypothesized nature of performance curves and therefore cannot

be considered an experimental proof of the assumption.
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FIGURE 2.3: Appropriate goals and formal designs for organizations as a function of
the structural and dynamic complexity of the environment, adapted from
S1GGELKOW and RIVKIN (2005).

In the context of organization theory, SIGGELKOW and LEVINTHAL (2003) and SIGGELKOW
and RIVKIN (2005) apply minimal models to investigate the impact of organization struc-
ture (among other things) on company performance. The results of SiGGELKow and
RIvkIN (2005) suggest that in simple and stable environmental conditions, more hierarchi-
cal organization structures excel, whereas more turbulent (yet still simple) environmental
conditions call for more decentralization and heterarchy among organization entities.
They formulate a set of recommendations that are depicted in Fig. 2.3. A similar nod to
the relationship between organization design traits and performance characteristics was
found by DECHAUME-MONCHARMONT et al. (2005). They show, using a stylized model
of bee foraging, that accumulation of more information does not automatically improve
system performance where the environment is subject to change (food sources appear and
disappear), as information takes time to be transmitted and may be outdated. They find
that over a large parameter space a combination of exploiting bees (those who follow accu-
mulated global information) and exploring ones (those who test new routes independent
of available information) achieves the best system performance. The incongruity of high
performance and quick adaptation has been reported as the result of multiple experiments:
CaRrLEY and REN (2001, Sec. 4) simulated operations of armed forces, concluding that “it
is difficult, and perhaps impossible to design for both adaptability and high performance”.
Mason and WATTS (2012) summarize existing experimental research on the relationship
between network structure and organization performance (e.g. FANG et al. 2010; LAZER
and FRIEDMAN 2007) by stating that hindering the speedy spread and adoption of “trial
solutions” throughout the network (as a centralized, hierarchical organization structure
would facilitate, c.f. Section 3.3.2), agents can be forced to spend more time on exploration
of decision alternatives, instead of converging “prematurely on a suboptimal decision”
(Mason and WATTS 2012, p. 764). SoLow and SZMEREKOVSKY (2006) set out specifically
to ask “how much control should be exercised to achieve optimal system performance;
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or, in other words, under what conditions do systems benefit from different amounts of
central control?” (SoLow and SZMEREKOVSKY 2006, pp. 52 f; c.f. also Hazy et al. 2007).
To this end, they formulate an abstract optimization model that depends on a parameter
A € [0,1] termed the “amount of control” and conjecture conditions for the effectiveness
of both very low and very high levels of control. However, they are not able to make
statements about the medium range.

Section 2.3 has substantiated the research hypothesis first formulated in Section 1.4. It
can be concluded that existing literature does not provide a sufficient answer to research
question Q,, and, while being widely hypothesized, experimental results for research
question Q, that manage to reproduce the assumed curvilinear relationship between the
“degree of autonomous control” and manufacturing performance is scarce, analytical
evidence is missing. Chapter 3 will build upon this result by trying to establish a design
space classification that aggregates design decisions allowing a designer to position the
production system in the trade-off between hierarchical and distributed control. Research
question Q, will be picked up in Chapter 4, where a minimal model will be deployed
to deliver the first-ever analytical evidence for the shape of the performance curve as a
function of (one possible feature of) hierarchical PPC.
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CHAPTER THREE

NAVIGATING THE DESIGN SPACE BETWEEN
HIERARCHICAL AND DISTRIBUTED
PropucTION CONTROL — A
CLASSIFICATION OF DESIGN CHOICES

“how far can we go in analyzing alternative
coordination processes for problems such as resource
allocation? Can we characterize an entire ‘design
space’ for solutions to this problem and analyze the

major factors that would favor one solution over
another [...]?”

MaLoNE and CROWSTON (1994, p. 110)

Previous Publications

The classification model presented as part of this chapter (Fig. 3.7) has been
published in a more condensed form in:

Henning BLUNCK and Julia BENDUL (2016). “Controlling Myopic Behavior in
Distributed Production Systems — A Classification of Design Choices.” In: Pro-
cedia CIRP 57.Supplement C. Factories of the Future in the digital environment
- Proceedings of the 49" CIRP Conference on Manufacturing Systems, pp. 158
—163. ISSN: 2212-8271. DOI: 10.1016/j.procir.2016.11.028

An initial attempt to validate the model was made in:

Tianyi WANG, Henning BLUNCK, and Julia BENDUL (2017). “Exploring the Design
Space for Myopia-Avoiding Distributed Control Systems Using a Classification
Model.” In: Service Orientation in Holonic and Multi-Agent Manufacturing, Pro-
ceedings of SOHOMA 2016. Ed. by Theodor BorANGIU, Damien TRENTESAUX,
André THOMAS, Paulo LEITAO, and José A. BARATA OLIVEIRA. Vol. 694. Studies
in Computational Intelligence. Springer International Publishing. Chap. 26,
Pp- 295—-304. ISBN: 978-3-319-51099-6. DOI: 10.1007/978-3-319-51100-9_26
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CHAPTER 3 NAVIGATING THE DESIGN SPACE FOR HYBRID PPC SysTEMS

Both publications, along with ideas developed in this chapter were submitted
after the submission and defence of this thesis for peer-review in:

Julia C. BENDUL and Henning BLUNCK (2018). “The Design Space of Production
Planning and Control for Industry 4.0.” In: Computers in Industry. Under review

To operationalize the research hypothesis developed in the previous chapter, this chapter
develops a classification model to describe the design space of such hybrid PPC systems.
To this end, the concept of myopia as a feature of agents’ decision making is introduced
as a gauge to assess the “degree” to which a given PPC approach aligns with the idealized
concept of distributed control (Section 3.1). Section 3.2 presents the proposed model in
demarcation of existing attempts and provides an overview of the literature streams
reviewed for this contribution. The following sections (Sections 3.3 to 3.5) then classify
the literature along decisions made in the design and operation of manufacturing systems.
Collectively, they describe a design space for hybrid PPC approaches that can be used
to navigate the trade-off between the two “poles” of fully hierarchical and completely
distributed control architectures (Section 3.6).

In the context of the thesis, this chapter’s role is twofold. First, the developed classification
model is the result of an interdisciplinary literature review reported here. Second, it will
provide the mental framework for the quantitative investigations in the following chapters
(c.f. Section 1.7), which will look more closely at the relationship between some of the
presented measures to reduce the impact of myopic decision-making,.

The work toward the reduction of myopia in agent-based PPC in this chapter builds upon
and extends previous works by ZAMBRANO REY et al. (in particular in ZAMBRANO REY
et al. 2013, c.f. also Section 3.2.1), by offering a new and more elaborate classification
of myopia control methods and reviewing literature beyond the scope of agent-based
production control.

3.1 MyoprIiA

To conceptualize why distributed control can lead to a loss of performance in PPC settings,
this thesis uses the concept of myopia or the degree of myopic behavior in agent’s decision-
making. First, Sections 3.1.1 and 3.1.2 will introduce the term and point to properties of
distributed PPC systems that induce myopia. Section 3.1.3 reviews the possible approaches
to measure the impact of myopic decision-making on system performance, many of which
will be used in the reviewed literature as well as in the later chapters of this thesis. With
this background, Section 3.1.4 discusses the aptitude of myopia as a reference to develop
a design space for hybrid PPC systems.

3.1.1 DEFINITION AND EVOLUTION OF THE TERM
As a medical condition, myopia (also known as near- or short-sightedness) describes the

affected person’s visual inability to focus on objects further away (MERRIAM-WEBSTER
2016).
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The term, however, quickly entered the colloquial sphere as well as various scientific
disciplines to describe decision-making processes that overemphasize the short-term
(near) effects at the expense of more long-term (far) effects. In decision-making theory,
the conceptualization of myopia goes back to PEARL (1988, Ch. 6.3.2), who defines myopic
decision-making strategies as (1) analyzing each source of information separately and (2)
taking a decision after each observed information source after which a new state will
be terminated externally (BECKER et al. 2009; RusseLL and WEFALD 1991). BECKER et al.
(2009)*? define the myopic-greedy assumption as comprising the following two elements:
(1) each source of information is evaluated separately and (2) a one-step-horizon is applied
in sequential decision-making.

In economic theory, the term has come to describe decision-making policies that predom-
inantly focus on short-term gains while failing to recognize and consider more long-term
effects. BENARTZI and THALER (1993) introduced the Myopic Loss Aversion (MLA) theory
to explain the difference in returns between equities (stocks) and risk-free assets (trea-
sury bills). In their argument, a combination of loss aversion (the higher sensitivity of
individuals to losses than to gains) and mental accounting (the tendency of humans to
perceive economic outcomes differently, based on the frequency and circumstances of
evaluation) can explain the otherwise implausibly large difference in premiums. Myopia
has been used in management theory3° to describe a 30 year-long debate over the (alleged)
undervaluation of long term growth perspectives by managers — in particular in the
Anglo-Saxonian world — in favor of short-term gains (c.f. FELSTEAD 2016; LAVERTY 2004).
LAVERTY (2004, p. 950) defines myopia as “a characteristic of a decision that overvalues
short-term rewards and undervalues long term consequences”. Pressure from capital
markets is the most commonly assumed reason for such behavior (MARGINSON and
McAuULAY 2008). A similar notion is also used in supply chain management theory, e.g.
in the discussion of inventory models. Here myopic decision policies maximize the target
function only for the next period while ignoring the development of planning periods
further ahead (LovEjoY 1992; WANG 2001).

So far, notions of “near” and “far” have had a distinctly temporal dimension. However, it
may also be interpreted in a more spatial fashion: In robot control, for example, myopic
behavior is associated with insufficient information to make optimal decisions either as a
deliberate decision to prune the search space during decision-making MATARIC (1992) or
due to a limited sensing range (BAJRACHARYA et al. 2009). Such conception is also in line
with MARCH (1999, Ch. 11), who identifies myopia in the domain of organizational learning
processes as a condition when long-term effects are ignored and the near neighborhood
is preferred over the “larger picture”.

Myopia was first used in the context of distributed PPC by TRENTESAUX (2009) and
said to be related to the “uncertainty of knowledge about the future states of both the
control system and the controlled system, uncertainty that increases rapidly over time”
(ibid., p. 975). Much of the research explicitly addressing myopic behavior in distributed
production control settings was carried under his auspice as the PhD work of ZAMBRANO
REY (ZAMBRANO REY 2014; ZAMBRANO REY et al. 2011, 2012, 2013, 2014). ZAMBRANO REY et al.

*9Based on the Meta-Greedy Assumption, defined by RusseLL and WEFALD (1991), which are fulfilled by
algorithms that opt for the decision alternative with the highest immediate benefit.
3°along with similar terms like “short-termism”.
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(2013, p. 801) define that “myopic behavior appears when decision-makers overemphasize
current-term results at the expense of long-term performance” and define further the
difference between temporal and social myopia, describing an agent’s inability to project
the consequences of its own actions into the future (temporal) or with respect to other
agents (social). Both temporal and spatial dimensions of “near” have been used in the
discussion of myopia in distributed PPC: The term “spatial myopia” is explicitly used
e.g. by TRENTESAUX (2009) to refer to situations where “local” decision criteria (the
performance of one intelligent product) are applied to evaluate decision alternatives,
instead of more global ones (e.g. overall schedule performance). Since the information
considered and the decision-making approach taken by individual agents is subject to the
manufacturing system designer’s discretion, myopic decision-making can be associated
with decisions of the manufacturing system designer and/or planner. This assumption
is shared by ZAMBRANO REY et al. (2013, p. 802), who note that the “degree of myopic
behavior present in heterarchical control architectures depends on their structural and
operational design”.

3.1.2 TRIGGERS FOR MYOPIC DECISION-MAKING IN DISTRIBUTED
PropucTION PLANNING & CONTROL

Where myopia in managerial decision-making might be explained with limitations of the
human mind and/or flaws in capital markets, it is not immediately clear why computerized
agents should likewise fall victim to myopic decision-making. This section discusses
properties of agent decision-making that can contribute to myopia.

Agents, we learn from CARLIN and ZILBERSTEIN (2009), are subject to uncertainty about
their own state, the state of other agents, and the consequences of their actions. They
also act under bounded rationality, in that they need to render behavioral decisions using
bounded resources (time, computational power) (TOKORO 1996; c.f. also ZAMBRANO REY
et al. 2013). MARZO SERUGENDO et al. (2004), in addition, point to possible temporal (the
agent’s lifetime may be insufficient to achieve the agent’s goal) and institutional (agents
are limited through policies) limitations of agents.

Within the HMS community, bounded rationality is the key argument to assume myopic
decision-making (and by extension to call for holarchic rather than fully decentralized,
control system structures) (c.f. VALCKENAERS et al. 2008; ZAMBRANO REY et al. 2013). The
argument is based on the science-philosophic discussions made in SiMON (1996) that
limited computation and communication capacities have to lead to bounded rationality in
decision-making, since even the addition of more agents would only increase the necessary
communication and hence could not “outpace” the rapid increase of uncertainty over
time (VALCKENAERS et al. 2008). The existence of bounded rationality within a demanding
and complex environment (c.f. discussion in Section 1.1) lead VALCKENAERS et al. (ibid.) to
the conclusion that HMS cannot attain optimal solutions.

While sub-optimality is deemed inevitable om the above-mentioned case, there is strong
evidence that the degree of myopic decision-making on part of the agents is also a direct
result of decisions made by the control system designer:
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First, the amount of information analyzed before decision-making3' can influence myopia
regardless of the decision-making function applied: SENGUPTA and ACKOFF (1965) show
and quantify the efficiency loss due to separated information silos as the difference
between the optimum attained in a global optimization and the optimum attained when
each agent has the responsibility of changing a subset of the decision variables, but its
cost function (as part of the global cost function) also includes other decision variables,
controlled by other agents.

Another design decision through which the local information horizon (the subset of infor-
mation available to one agent for decision-making) is influenced is problem decomposition
(THARUMARAJAH 2001, c.f. also Section 2.1), which contributes to myopic decision-making
by creating artificial information silos and withholding information from decision-making
agents. PocHET and WOLSEY (2006, Ch. 2.2.3) show how decomposition leads to perfor-
mance and flexibility losses in MRP environments. Since agent-based production control
approaches generally follow a physical decomposition approach (c.f. Section 2.1), the
available information in agent-based PPC systems will often be limited to those ma-
chines/products/etc. “closest” to the intelligent object making a decision.

A particular trigger for social myopia is selfish decision-making. As already discussed e.g.
in Section 2.1.2, it implies the non-consideration of other agents in the decision-making
process. There is strong evidence that within the limited lifespan and sequential decision-
making of PPC agents, increasing the agents selfishness can lead to losses in overall
performance:3* Through a series of papers in the late 1970s and 1980s, DUBEY showed that
the coordination result achieved by selfish agents can have a significantly worse societal
price (or benefit) associated with it in comparison with the (possible) outcome under
centralized optimization (c.f. DUBEY 1986). MARCH (1999, Ch. 11) stresses that the solution
deemed optimal for the survival of a subsystem may not be optimal for the survival of the
system as a whole, thus leading to myopic behavior (from the standpoint of the overall
system) when parts are allowed to follow their own “agenda”. A similar assumption is
made in the literature on agent-based production control when the reduction of autonomy
is discussed as a way to reduce myopia (c.f. VAN DER VECHT et al. 2007; ZAMBRANO REY
et al. 2013, this argument is extended in Section 3.5.3).

3.1.3 MEASURING THE IMPACT OF MYOPIA

So far, the definitions given in Section 3.1.1 as well as the triggers discussed in Section 3.1.2
allow to judge if a given decision strategy exhibits myopic behavior. On a system level, the
impact of myopic behavior is an emergent property in the sense of Section 1.5.1 that arises
from the interplay of system elements within the controller and in the plant. Measuring
the degree of myopic decision-making on the agent’s part does not allow to quantify its
effect on performance metrics at the system level.

3'Decision-making based on limited information was at the core of the meta-greedy assumption,
c.f. Footnote 29 (p. 49).

32The question to what extent pre-occupation with one’s own self-interest generally boosts or impedes
society is a question for economic theory (c.f. JAMES Jr. and RASSEKH 2000) that this thesis is not
interested in.
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Where changes in system performance are associated with myopic decision-making,
the existence of a “benchmark scenario”, a comparable decision strategy where agents
do not (or to a lesser extent) comply with the definition of myopic decision-making is
implicitly assumed. The comparison of some performance measure across the two allows
the quantification of the impact of myopia on this performance measure.

Let hy, and h,.r be two control approaches, where h, s is known or believed to exhibit a
lesser degree of myopia, one may calculate the (relative) impact of myopic behavior on a
performance metric f of a system () as

ff(—(hh'”;) where a low value of f is desirable

O e Bref) =3 ) (3)
! ! ]}(Z:;f)) where a high value of f is desirable.

A very similar definition is, in fact, well-known in the field of game-theory: KouTtsourias
and PAPADIMITRIOU (1999) first used the term coordination ratio to describe the ratio
between the overall (or social) cost associated with a Nash Equilibrium (NE) and the social
cost associated with the socially optimal solution. The concept is today usually referred
to as the cost of anarchy, a term first used by PApaADIMITRIOU (2001) (c.f. KouTsoupias
and PAPADIMITRIOU 2009). Above given definition is less strict in allowing h,.r to be
not socially optimal (a fair assumption, given the mathematical intractability of many
decision problems related to manufacturing) and accounting for situations where a higher
performance metric is deemed advantageous. As with the cost of anarchy, this measure
of myopia takes a value > 1, if and only if the less myopia-affected approach improves
the observed performance metric.

The literature provides three approaches to attain a relative assessment of the impact of
myopic decision-making by comparing performance metrics.

First, where the agent equilibrium can be computed analytically, we can compare the
social cost or the overall benefit accrued by all agents compared to a reference setting
that is known to minimize social cost (be socially optimal). Such an approach is naturally
applicable to general equilibrium models, as studied by CALIENDO and GAHRAMANOV
(2013), who use the approach to quantify myopia in saving decisions by consumers or
NAMATAME and SAsAKI (1998) who study the total utility gained by competitive and
cooperative agents over increasing population sizes. BARTHOLDI et al. (1993) exploit
analytically determinable optima, to find that resource-allocations based on the honey-
bee algorithm accrue at worst twice the cost of the optimal allocation. Another stream
of research that supports the analytical derivation of the impact of myopic decision-
making to which this chapter, as well as Chapter 5, will make repeated references, is
algorithmic game theory with applications to selfish routing (c.f. Section 1.5.4). There, the
socially optimal solution can be calculated and compared to some equilibrium reached
by myopically-acting agents (BECKMANN et al. 1955; ROUGHGARDEN 2005, Ch. 2, and
Section 5.3.4 of this thesis).

The impact of myopic behavior may also be assessed when the decision function can be
analytically defined and parametrized and when empirical data is available. This approach
is chosen by HIMARIOS (2000) in an attempt to assess consumer behavior in economics.
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He defines a general decision function class that includes a parameter for myopic decision-
making (weighing short-term gains over long-term gains) and determines the degree of
myopic behavior by this function to empirical data.

Finally, where aggregate agent behavior can only be studied numerically (e.g. through a
simulation model), the degree of myopia may be estimated by measuring some perfor-
mance metric in ceteris paribus comparisons of two control approaches. An example is
given in ZAMBRANO REY et al. (2014), who use the change in completion time variance
in a HMS to assess the relative impact of myopia, comparing two control approaches.
Given the prevalence of agent-based and other forms of simulation models in research
on manufacturing system control (c.f. Section 3.2.2), it is not surprising that most of the
PPC literature reviewed in the following sections applies such simulation-based myopia
assessment.

Such empirical approach to assess the presence and the effect of myopia constitutes a prob-
lem: In any larger-scale manufacturing system, the comparison of two control approaches
will measure a net difference, a net effect of shifting the balance between more and less
myopia-prone control approaches. The direction of this net effect, however, is unclear.
One cannot know if a decrease in the degree of myopia will lead to an improvement or
deterioration of the performance measure. Myopia, Section 3.1.2 has shown, is a necessary
and inevitable by-product of the key traits of distributed production control as defined
in Section 2.2.2: selfish decision-making of agents under bounded rationality based on
limited local information. The same features that cause myopic behavior also enable the
desirable traits of distributed PPC such as responsiveness, adaptability, flexibility, and so
on (c.f. Section 2.2.2). These traits are at risk where the designer seeks to limit or even
rule out myopic behavior. It should be emphasized that minimizing myopic behavior in a
production control architecture is not a goal in itself and the absence of myopia is not
suitable for assessing the quality of a production control architecture.

3.1.4 MYOPIA AS A REFERENCE FOR THE DESIGN SPACE CLASSIFICATION OF
Hysrip PPC SySTEMS

Changing the level of myopia, however, can guide the system designer to move the
systems closer to the architectural poles of hierarchical PPC (low levels of myopia) or
strictly distributed PPC (high levels of myopia), allowing a target-driven exploration of
the design space for hybrid PPC systems that falls in between the two poles.

Research questions Q, and Q, pose in broad terms the question as to how manufacturing
systems should be designed to achieve optimal performance under distributed control.
In the light of Sections 1.2 and 2.3, research question Q, is concerned, in particular, with
design decisions that can place a manufacturing system (plant and controller) between
purely hierarchical and strictly heterarchical control, i.e. define a hybrid control system,
as these are hypothesized to provide the desired, good performance characteristics. To
understand and purposefully design hybrid control systems, it is necessary to characterize
and explore a design space between HPP, on the one hand, and (strictly) heterarchical,
distributed control systems on the other hand. Unfortunately, already the brief descriptions
in Section 2.2 suggest multiple possible dimensions along which both could be compared:
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from the form of agent coordination to control network structure, the information horizon
of decision-making entities, etc.

To integrate these various design dimensions within one conceptual model, this thesis
hence the degree of myopic decision making to conceptualize a design space for hybrid
PPC systems, i.e. a continuous design domain between the previously introduced archi-
tectural styles of hierarchical and distributed PPC (Section 2.2). Likewise, for any given
PPC approach, the degree of myopia present can be used as a gauge to assess the position
of this control approach within this design space.

Based on the previous discussion, three key considerations support the choice of myopia:

First, by referring to the properties of agent decision-making as the landmark property
of distributed PPC — not the presence of agents in the first place — it is acknowledged
that also hierarchical PPC are DDMs that can be thought of and implemented as MAS.
Notably though, agents in a hierarchical PPC do not exhibit (as much) the triggers of
myopic behavior, as collected in Section 3.1.2.

Second, the close relationship between the drivers of myopic behavior, identified in
Section 3.1.2, and the defining characteristics of distributed control, as derived earlier in
this thesis (c.f. Section 2.2.2), support the hypothesis that many design decisions made
to “distribute” PPC, can also be interpreted as decisions that enhance myopic decision-
making.

Finally, myopia has been used before to conceptualize the negative traits of (strictly)
distributed PPC and systems in more general terms. Previous sections have already
pointed to the work of ZAMBRANO REY (2014) and ZAMBRANO REY et al. (2013). Even closer
to the idea pursued here, yet conducted in a different domain (software-defined networks),
is the work of MATNI et al. (2015), who use (the absence of) myopia to characterize fully
centralized and fully distributed myopic algorithms that then serve as the corner stones
to define a more continuous hybrid design space for software-defined networks.

3.2 A CLASSIFICATION MODEL FOR THE DESIGN SPACE OF
HyBriD PPC SyYSTEMS

3.2.1 EXISTING LITERATURE ON PPC DESIGN SPACE CLASSIFICATION

In order to answer research question Q,, this chapter develops a classification system
for design decisions that can limit the impact of myopic behavior and hence position a
particular control approach in the design space of hybrid PPC systems. Closest to this
work is a similar classification of design choices presented by ZAMBRANO REY et al. (2013).
There, the authors pick up earlier work from MAS-theory33 to assign design ideas in
HMS research that aim to reduce myopic behavior into one of three basic mechanisms,

33Namely vAN DER VECHT et al. (2007) who, in turn, build upon BARBER et al. (2001) and FALCONE and
CASTELFRANCHI (2001)

54



3.2 CLASSIFICATION MODEL FOR HYBRID PPC SYSTEM DESIGN

through which agents (at run time) can be influenced to reduce myopic behavior. The
three mechanisms are (c.f. also vAN DER VECHT et al. 2007):

Influence by environmental modification occurs when the environment within the
agent’s information horizon is modified, changing the agent’s (perception of its)
environment.

Influence by belief alteration describes the exchange of messages between agents,
providing additional information that agents did not observe themselves.

Influence of goal/task determination is the process of one agent influencing the
decision process of another agent. The influence can range from a suggestion
to a binding command.

Through the three influence mechanisms, different stages in the agent’s decision-making
process can be affected (ibid.). This sentiment is in line with the conclusions of SCHNEEWEISS
(2003a, Ch. 13), who finds that coordination schemes between agents may influence the
decision criterion, or the “decision field” (the set of possible decision alternatives), or
both. In his doctoral thesis, ZAMBRANO REY uses a more elaborate framework that orders
myopia reduction approaches by the degree of interference with the underlying concept
of agent autonomy, ranging from approaches that improve how local information is
perceived and shared to examples in which scheduling conflicts are actively resolved
for the agents by a centralized authoritative instance (ZAMBRANO REY 2014). The work
focuses only on online (during run time) applications of simulation and optimization
techniques to improve agent-based planning and disregards e.g. the effect of changes
to the system plant (c.f. Section 3.3). While ZAMBRANO REY (2014) and ZAMBRANO REY
et al. (2013) focus on HMS literature for evidence of myopia avoiding design decisions, a
more interdisciplinary review of cooperative control with applications to distributed PPC
systems is presented by MoNOSTORI et al. (2015), who focus on introducing key concepts
and terminology from related fields of research without providing a classification or
giving design recommendations.

PacH et al. (2014) review existing ideas for hybrid (or semi-heterarchical) PPC systems
and identify that the two fundamental approaches employed for control systems that
seek to combine hierarchical and heterarchical traits are structural dynamics (the system
architecture may evolve over time) and the “control homogeneity” that determines,
whether changes in control should apply to the whole system or only certain parts. This
concept was used for a comprehensive review of hybrid PPC approaches by CARDIN et al.
(2015). However, the approach does not go beyond these two design dimensions, and the
literature reviewed stems solely from the domain of distributed PPC.

In other related literature, BOSE and WINDT (2007) introduce a morphological box to
assess a system’s degree of autonomous control. The evaluation assigns points when
particular criteria of decision-making, information processing, and decision execution are
met (e.g. local storage of information, ability to interact with other agents, heterarchical
organization structure). Similarly, SHEN et al. (2006b) try to classify existing agent-
based production control architectures according to different design criteria like agent-
encapsulation, -organization, and system dynamics. Both contributions, however, do not
address myopic behavior or the design space between distributed and hierarchical PPC.
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Such trade-offs are discussed in organization theory where PETTIGREW and FENTON (2000,
Ch. 10) investigate dualities arising in innovative organization structures. Their findings
are aggregated by THOMAS et al. (2005a) to extend the classical “control vs. autonomy
duality” with additional dualities such as “control vs. self-organization”, “hierarchies
vs. networks”, and “stability vs innovation”. Their work, however, is outside of the domain
of PPC and lacks recommendations to navigate the trade-off that can be operationalized
in manufacturing system design.

For the more abstract class of Distributed Artificial Intelligence (DAI) systems, DECKER
(1987) provide a taxonomy of design-decisions, mentioning the following four dimensions
(c.f. also STONE and VELOSO 2000): (1) agent granularity (coarse vs. fine) (2) heterogene-
ity of agent knowledge (redundant vs. specialized) (3) method of distributing control
(benevolent vs. competitive, team vs. hierarchy, static vs. shifting roles) (4) communica-
tion possibilities (blackboard vs. messages, level of content). In the same publication, they
provide a taxonomy for distributed problem solving, that distinguishes along the two
dimensions of “control” and “communication”. Nevertheless, design characteristics are
not connected with expected emergent properties in both taxonomies.

The work presented in this chapter goes beyond the contributions by ZAMBRANO REY
(2014) and ZAMBRANO REY et al. (2013), by (1) drawing from a broader set of research
disciplines (not only HMS literature, c.f. Section 3.2.2), (2) incorporating decisions affecting
the system plant and not only the controller, and (3) connecting the found evidence with
decisions in the design and operation of manufacturing systems, thereby facilitating the
application of the results during the design of future production (control) systems.

3.2.2 RESEARCH DISCIPLINES REVIEWED

When proposing a heuristic framework, it is important for the authors to state their own
backgrounds (c.f. KUBICEK 1977, Sec. 4). So, before discussing in more detail the proposed
classification model, it should be outlined which research streams were considered during
its creation.

This thesis will mainly focus on the research fields introduced in Section 1.5. Exhaus-
tiveness, however, can not be claimed, as the abstract question of how to model, predict,
and shape collective emergent behavior interfuses more research disciplines then could
reasonably be covered here.3* Instead, a positive argument can be made for the research
streams considered here:

In the wide field of CAS theory, this research will particularly draw upon findings in
statistical physics. As LESNE (2006, p. 248) note: “The determination of ‘macroscopic’

34For further evidence, here are some of the research streams recommended for further attention to
understand self-organized, complex systems: MONOSTORI et al. (2015) cites ideas cooperative control
theory, cooperative game theory, and cooperative learning. SCHNEEWEISS (2003¢) recommends to
review results in applied mathematics and OR, micro economics (particularly: game theory), accounting,
and artificial intelligence to understand DDMs in the context of supply chains. For the design of
MAS (as an application of harnessing the power of emergence in a goal-directed manner), TokorRO
(1996) recommend borrowing from game theory, molecular biology, ethology, cerebrum physiology and
complex systems theory.
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collective behavior of a large number of ‘microscopic’ elements lies at the very core of
statistical mechanics”. The thesis will focus in especially on research surrounding CAs
(c.f.Section 4.2.3) (or comparable discrete dynamics) on networks. CAs and concepts
that have been developed/investigated through them (such as artificial life and self-
organized criticality, c.f. BAK et al. 1987) are established tools from statistical physics
for the investigation of emergent system behavior and have been mentioned by both
CASTELLANI and HAFFERTY (2009) and GOLDSTEIN (1999) as relevant research streams.
By discussing them in the context of the network structure, the descriptive power and
available quantitative measures developed in the context of network science (BARABASI
2012; CosTA et al. 2007), which have successfully been applied to describe and investigate
manufacturing systems and supply networks at different aggregation levels (BECKER
2016), can also be used.

ABM have themselves advanced our understanding of complex systems (CASTELLANI and
HAFFERTY 2009). Agent-based Discrete Event Simulations (DESs), in particular, have been
the primarily used modeling method to investigate the performance of self-organization-
based PPC systems in production logistics and to model distributed PPC systems. Reasons
for this include:

+ Discrete event simulation is the method of choice in modeling manufacturing
systems regardless of control architecture (CASSANDRAS and LAFORTUNE 2008, Ch.
10; KunN and WENZEL 2008; WENZEL et al. 2008, Ch. 1) and their scheduling (Hopp
and SPEARMAN 2008, Ch. 15.6.2).

+ The physical decomposition approach of production systems results in a modular
system concept, agents are adept to represent (c.f. MONCH 2005, Ch. 2.6.5.2; OKUBO
et al. 2000).

« MAS bear close resemblance to the reactive, geographically distributed nature of
production control where decisions are taken in response to discrete events from
the shop-floor (MONCH 2005, Ch. 2.6.5.2).

« Alternative control methods of any architecture are easy to implement (RINGHOFER
2012).

With graph dynamics on the one hand and DES on the other hand, the thesis also covers
the two extreme ends of the range of models suitable to represent discrete event systems
in terms of model complexity3.

The following sections will also cite supporting evidence from the domain of organization
science. The field has long investigated the evolution and performance of organizations
arising from individuals. More recently, it has changed its perspective toward a bottom-up,
constructionist view of organizations (Section 1.5.3). It has also, as will become apparent
in the remainder of this chapter and Section 4.1.2, produced work that seek to explain and
understand collective behavior in organizations through minimal model experiments.

Finally, this thesis will extend the review, beyond research streams mentioned in Section 1.5,
by looking at results from OR, the research domain traditionally concerned with questions
of scheduling.

35¢c.f. CassANDRAS and LAFORTUNE 2008, Ch. 1.3.3 and Ch. 10.3; REVELIOTIS 2005, Ch. 1; ZIMMERMANN 2008.
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3.2.3 GOAL & STRUCTURE OF THE CLASSIFICATION MODEL

The classification model to be developed in the following sections addresses research
question Q, of this thesis:

Q:: “Which design decisions concerning both controller and plant impact the
duality between hierarchical and distributed control in PPC?”

An answer is formulated by (1) providing a set of dimensions through which the degree
of myopia can be adjusted and (2) giving implementation hints as to how the degree of
myopic behavior can be adjusted along each of the dimensions. The goal of the model is
to allow manufacturing system designers to purposefully adjust the degree of myopic
behavior in their systems. Given the widely assumed preference for hybrid control sys-
tems (c.f. Sections 1.2 and 2.3), the classification models gives designers concrete design
suggestions, how to design the system plant and controller for optimal performance under
distributed control (research question Q,).

Requirements

Scheduling

Control

Emergent System Behavior/Performance

FIGURE 3.1: Basic structure of the proposed Myopia control classification model.

As an initial structure for the model, the three hierarchical decision processes of (system)
design, (production) scheduling, and (production) control are assumed (Fig. 3.1). The
process is hierarchical in that each step has to take into consideration decisions made in
the preceding steps, as well as new information and (random) effects previously unknown.
The model picks up the processes within PPC (c.f. Section 2.1.3) in which decisions with
concrete ramifications for individual orders are taken, while not considering (aggregate)

planning steps, that largely focus on anticipated demand (GupeHUs and KoTzAB 2009,
Ch. 2).36

As a collective process, the three decision steps take an input and produce a resulting
system behavior as output. The input is given by the requirements defined for the manu-
facturing system. Following BONNEY (2000), these include market requirements (notably

3°System design decisions are also taken based on assumed aggregate demand. However, owing to the
strategic nature of the decisions, they still have concrete ramifications for individual orders.
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the production mix and volume) (c.f. also CHRYSSOLOURIS 2006, Ch. 6.2) as well as the
company requirements and philosophy. Those include, in particular, the set and relative
importance of manufacturing performance measures (BONNEY 2000). The output is con-
stituted by the observed system behavior, and the resulting performance metrics which
are assumed to be — following Section 1.3 — at least partially emergent in nature.

Sections 3.3 to 3.5, pick up the three stages of Fig. 3.1 and introduce the design dimensions
as well as the literature found to be related to each of them. The resulting classification
model is presented toward the end of this chapter in Figure 3.7.

3.3 MyYOPIA-CONTROL DURING SYSTEM DESIGN

Following the common decomposition of systems into a plant and a controller (c.f. Section 2.1
and Fig. 2.1), this thesis breaks down the design stage into a discussion of design decisions
w.r.t. the plant and the controller.

3.3.1 PLANT DESIGN

By addressing questions of physical systems design as part of the classification model,
this thesis considers the impact that the design of the physical material flow has (1) on
the performance of any production architecture and (2) on the selection of the “best”
control architecture. As McKAY (2011, p. 29) paraphrases, it “has become a historical and
sometimes hysterical truth — if the various components of manufacturing planning and
control are well matched to the environment, things will go well, and if they do not make
sense, chaos and mayhem will dominate the milieu”. In this subsection, the impact of
both (operation) flexibility and system complexity on the impact of myopic behavior will
be discussed. These (abstract) system properties are chosen, since they are frequently
discussed in the context of (distributed) PPC and its future challenges (Section 1.1.1). The
separate discussion should not obfuscate the fact that the two are intrinsically interlinked
(CHRYSSOLOURIS et al. 2013).

Notably, changes to the system plant do not change the degree of myopic behavior
associated with the agent’s decision making (as do design decisions discussed from
Section 3.3.2 onward). However, changes in the system plant can be expected to lower
the degree to which myopic behavior affects the system performance negatively (c.f. also
Section 3.1.3). Through system plant design decisions that reduce the negative impact of
myopic decision-making, the designer may tolerate more myopic behavior of the agents
(which is shaped by subsequent design decisions, as discussed in Sections 3.3.2, 3.4 and 3.5).
It is, therefore, important to consider also design considerations concerning the system
plant to fully answer research question Q;.
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OPERATION FLEXIBILITY

Agent-based production control approaches have been framed as a quest to exploit the
flexibility potential in manufacturing systems (c.f. e.g. BRENNAN and NORRIE 2003; VAN
BRUSSEL et al. 1998; WINDT et al. 2010a). LEITAO (2009) see flexibility as the gateway to
efficiency in distributed production control approaches with medium to high demand
variability37. Flexibility in manufacturing systems gives intelligent products under dis-
tributed control the ability to react swiftly to disruptions (BRENNAN and NORRIE 2003;
VAN BRUSSEL et al. 1998).

There are various classifications and nomenclatures to describe forms of flexibility in
manufacturing systems (c.f. e.g. CHRYSSOLOURIS 2006, Ch. 1.3; SETHI and SETHI 1990).
The thesis will focus here especially on what CHRYSSOLOURIS et al. (2013, p. 6788) call
operation flexibility, the ability “to produce a set of products using different machines,
materials, operations and sequences of operations”. It is the result of flexibility on the
side of machines and processes, and the manufacturing system itself (material flows, etc.)
(CHRYSSOLOURIS 2006, Ch. 1.3; CHRYSSOLOURIS et al. 2013).

While flexibility is deemed necessary to reap the benefits of distributed PPC architectures,
its presence obviously increases the scope for negative impact of myopic behavior, as
agents are given more decision alternatives. This effect can be observed in results off
algorithmic game theory, in particular “selfish routing games” (c.f. Chapter 5). In this model
setting, agents given flexibility w.r.t. their route choice and making that decision in a purely
self-interested fashion may induce a price of anarchy — an increase in social cost compared
to the centrally coordinated, socially optimal flow distribution. In particular, BRAESS (1968)
showed that adding flexibility (in the form of path alternatives) may actually increase
the overall accrued cost. After the author, this phenomenon is commonly called Braess’
Paradox. CHRISTODOULOU and KouTsourias (2005), CORREA et al. (2004), CzuMA]J et al.
(2010), and ROUGHGARDEN and TARDOS (2002) all find strict maxima on this particularly
striking example for the cost of anarchy.

Despite the analytical nature of the results, they do not establish a clear functional relation-
ship between the degree of operation flexibility and the cost of anarchy. ROUGHGARDEN
(2003) showed that very simple networks are sufficient to produce a high cost of anarchy.
In addition, PAPADIMITRIOU and VALIANT (2010) note that the cost of anarchy also depends
on the overall flow on the network and is the most distinct for a rather small band of flow
rates (a result confirmed by the experiments of Youn et al. 2008).

Some works have been reported where material flow networks are carefully extended or
reduced to avoid the cost of anarchy, i.e. achieve high flexibility without suffering the
negative impact of myopic behavior. ROUGHGARDEN (2001) considers the task of selecting
from a set of candidate edges in a flow network the subset that exhibits the best perfor-
mance under selfish routing, finding that the optimal solution to the problem is NP hard.
In Chapter 5, the properties of a particular class of flow distribution, utilization-attaining
flow distributions, are discussed, which seem desirable as they allow the system designer
to implement “tactical underutilization” (SCHONSLEBEN 2012, Ch. 13.1.1) of capacity. This

37whereas for traditional hierarchical approaches, LEITAO (2009) claim that specialization is the key to
efficiency in settings with low variability
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thesis establishes that these flow distributions can (only) be obtained for very material
flow configurations of very limited flexibility. It is also concluded that focusing only on
throughput time minimization on the side of the agents’ decision-making function lies at
the core of the unsatisfactory behavior in situations with higher levels of flexibility.

COMPLEXITY OF THE MATERIAL FLow

Like flexibility, complexity is a notoriously difficult concept to capture and a number
of alternative measures have been proposed (CHRYSSOLOURIS et al. 2013; EBELING et al.
1998; GELL-MANN 2002; PHILIPP et al. 2007). In the context of manufacturing systems,
it is a common practice to differentiate between static and dynamic complexity (c.f.

CHRYSSOLOURIS et al. 2013; FR1ZELLE and WooDcocK 1995; VRABIC and BUTALA 2012;
WINDT et al. 2008b). The overall impact of complexity on the manufacturing system and
supply chain performance has been the subject of sustained academic interest and shall
not be rephrased here (the reader is referred to e.g. BozARTH et al. 2009; DESHMUKH et al.
1998). This thesis focuses instead on results that indicate the particular susceptibility of
distributed control approaches for increasing complexity.

One reason to assume that distributed control approaches may face difficulties in the
eye of increasing complexity is the need for more information and more complex deci-
sion routines required for more complex systems. JONEs et al. (2002) conclude that the
amount of information needed to make good decisions is directly proportional to system
complexity. A similar statement is made by the “Law of Requisite Variety” (ASHBY 1961,
Ch. 11).

Further evidence comes from the strict focus of previous attempts of distributed pro-
duction control — in particular PULL production — to rather pristine environmental
conditions: Im and SCHONBERGER (1988), SPEARMAN and ZAZANIS (1992), and SPEARMAN
et al. (1990) hint at a number of requirements for a successful implementation of KANBAN
principles, including a stable production environment with only a few part-numbers on
the line, standardized jobs, and short setup times. STEVENSON et al. (2005) accordingly
fundamentally rules out the application of KANBAN in make-to-order environments.
It was experimentally shown as early as 1987 that the success of KANBAN depends on
these rather pristine environmental conditions, with performance dropping quickly as
complexity levels increase (KRAJEWSKI et al. 1987). Moreover, GUDEHUS and KoTzAB (20009,
Ch. 8.8.7) state that “local scheduling” approaches (like PULL systems) work well under
stable conditions, allowing to eliminate PPC overhead and distribution of responsibility.
However, problems may occur from unexpected variations in work content, new products,
and changing requirements. More broadly, BROWNING and HEATH (2009) conceptualize
that negative results of lean implementations are driven by increasing uncertainty and
instability. So strong is the connection between the application of PULL concepts and the
reduction of system complexity in the introduction process that authors like KRAJEwSsK1
et al. (1987) and SPEARMAN et al. (1990) see a reverse effect: For them, the introduction
of KANBAN control approaches can be understood as an effort to actively shape the
structure of the plant. SPEARMAN et al. (1990, p. 881) suggest that a “significant portion of
the reason for kanban’s apparent superiority over push systems may be its requirement
for, and facilitation of, environmental improvement”.
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In the realm of agent-based production control, some authors have investigated the impact
of increasing static and dynamic complexity. PHILIPP et al. (2007) and SCHOLZ-REITER et al.
(2006) compare two distributed control approaches — one that makes decisions based
on queue length and another, pheromone-based approach that makes decisions on the
basis of past system behavior, finding that, in particular, the queue length-based approach
showed only little negative response in performance to increased complexity (be it in
the form of system size, number of product classes, or standard deviation of processing
times). It should be noted that the investigated system architecture, a linear sequence
of fully connected sets of identical, parallel servers would show low complexity (when
calculated as the entropy of connections between subsequent layers). CARIDI and SIANESI
(2000) show that negotiation-based distributed control performs well when demand is
homogeneous (low dynamic complexity), but deteriorates with the complexity of product
structure (static complexity), as the demand time series become more diverse.

Stylized Model Experiment

To further explore the impact of plant complexity on the performance of distributed
PPC systems, this thesis investigates a stylized example of a flow-shop environment.

In particular, consider a flow shop with 30 consecutive levels, each comprising N = 5
parallel, identical servers. Operations have to be processed by one of the servers at
each level, before advancing to the next level. This network is an extension of the
one studied, e.g. by ScHOLZ-REITER et al. (2006), who use a configuration with three
levels and three servers per level.

By default, every server will be connected to exactly one server in the next stage.
However, additional links are possible. In particular, let p denote the probability of
a connection between a server on level i and any other server on i + 1. To avoid
artefacts at the boundaries of the system, the last level is connected to the first level,
creating a circular setup, where agents can progress indefinitely through the levels.
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FIGURE 3.3: Exemplary network configurations for different values of p. Randomly
added edges are shown in gray. In the experiments, the last level is con-
nected tp the first level, to form a ring structure.

Using the above-discussed entropy-driven measures of complexity, the complexity
of the material flow network may now be assessed through the complexity of the
connections between two subsequent levels. In particular, the probability that two
random nodes on successive levels are connected is

1 N-1

=+
Pe=NTTN

P (3-2)
and the associated complexity entropy in bits is calculated as

H = —log, pe - pe. (3:3)
Figure 3.4 shows the entropy as a function of p.
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FIGURE 3.4: Complexity (measured as Entropy) of the material flow network as a
function of the number of wiring probability p.

The performed experiment measures the number of levels that a product completes
per unit of time. The number of products is identical to the number of servers. As the
mean processing time on every machine is 1, agents should be able to clear one level
per unit of time under ideal circumstances. As the actual processing times follow
~ N(1,0.2%), a performance < 1 can be attributed to waiting times.

In this setup, agents apply the following decision-making approach: after every level,
the agents consider every possible path (sequence of servers) across the next four
levels. For every machine on one of these paths, the current Work-in-Process (WIP)
is observed and summed up to calculate the total expected waiting time per path. The
path with the lowest WIP (and hence: expected waiting time) is chosen. Note that
only the first decision, the server on the next level, is actually implemented, since a
new planning is initiated after the next level. A similar, spatially defined information
horizon in the context of distributed PPC was used previously e.g. by BECKER et al.
(2016) and WINDT et al. (2010¢).

For the experiments reported here, the setup comprises of 30 levels with N = 5
servers per level. The system is filled with 40% more products then servers in total
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(s0 1.4 - 5 - 30 = 210 products). The simulation is run for 500 time steps, with the first
250 being omitted as warm-up time.* The number of levels advanced per unit of time
is reported as the performance measure.
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FIGURE 3.5: Measured performance as function of network entropy. Statistics calcu-
lated over 100 simulation runs.

The measured performance as a function of above-defined entropy, shown in Fig. 3.5,
indicate a clear negative relationship between complexity and performance. It val-
idates the hypothesis that changing the degree of complexity of the underlying
material flow network can affect the performance of distributed PPC approaches.
It also questions the validity of grids with fully connected levels (as used by e.g.
ScHOLZ-REITER et al. 2006) as testing grounds for distributed PPC as these systems —
despite their “complex” appearance (c.f. Fig. 3.2(c)) — have low entropy and are there-
fore prone to show good performance under distributed myopic decision-making
strategies.

The discussion of this model is continued in Section 3.5.1, in the context of other
design dimensions.

%The products are initially distributed equally across all servers, so a warm-start of the simulation
can be assumed.

3.3.2 CONTROLLER DESIGN

The system controller is made up of all decision-making entities. In a distributed PPC
setting, these are the agents associated with entities on the shop floor.

The organization of these agents is one the most frequently discussed design decisions
in the domain of agent-based PPC, and the design of MAS in more general and exten-
sive discussions can be found in the literature3®. Usually, a complete heterarchy, where
communication is strictly between peers, is contrasted with a hierarchy which is purely
minted by a command and response relationship between agents (c.f. e.g. DILTs et al.
1991). This points (again, c.f. Section 3.1.4) to the problem of discussing “hierarchy” in
the context of PPC architectures: The term usually describes a combination of design

38e.g. BAKER 1998; BoUusBI1A and TRENTESAUX 2002; GE et al. 2017; HORLING and LESSER 2004; ISERN et al.
2011; LEITAO 2009; OUELHADJ and PETROVIC 2009; SHEN 2002; SHEN et al. 2006a,b; WONG et al. 2006.
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decisions, e.g. on the coordination between agents. One example here is BRENNAN (2000),
who test three control architectures with an increasing degree of hierarchy (inspired by
Dirts et al. (1991)). However, in that contribution, agents at the top of the hierarchy also
possess planning capacity and thus it is difficult to attribute the results to either myopia
reduction mechanism. Staff holons in PROSA can similarly provide centralized algorithms
like scheduling, although basic holons may not be forced to obey their recommendations
(HERAGU et al. 2002).

In an effort to decompose the various measures of myopia reduction associated with
“hierarchical” control, the focus of this section will be on the role of structural hierarchy
within the network of agents as an aid to communication and peer-to-peer coordination.
The reader is referred to other sections (in particular Sections 3.4 and 3.5.1) for the
treatment of aspects, where agents assume elevated positions in the agent society owing
to their capacities and authority over other agents.

DEGREE oF HIERARCHY IN CONTROL NETWORK STRUCTURE

Already S1MON (1962) observes that hierarchy was a widely found feature within many
complex systems across disciplines. He assumed that hierarchy allowed a system to ad-
vance more quickly in its evolution (c.f. also KOESTLER 1970; THOMAS et al. 2005a). Several
properties of the underlying task can give rise to hierarchical control structures: PassiNo
(2005, Ch. 1.4.1) points, e.g. to problem decomposition, interdependencies between tasks,
and physical distribution of system components. GALBRAITH (1974) sees increases in un-
certainty as a driver to change from rule and program-based coordination to coordination
through hierarchy. Hierarchical features are present in many networks beyond control,
identifiable as the parallel existence of scale-free degree distribution and high clustering
(Ravasz and BARABASI 2003). Ravasz et al. (2002) show that the hierarchically organized
clusters are a frequently organized organization scheme in biological systems, especially
in metabolic networks.

It is widely assumed that horizontal (or heterarchical) and vertical (or hierarchical) agent
architectures represent the two poles of MAS system design (c.f. e.g. BOND 1990). To
further flesh out the decision space between these poles, DILTs et al. (1991) propose a
discrimination between heterarchical, modified hierarchical (lower-level control agents
are given some autonomy and the ability to exchange information amongst each other),
and proper hierarchical 3 DUFrIE and P1PER (1987) and DUFFIE and PRABHU (1996) go one
step further, in suggesting the existence of a continuous range of “degrees of hierarchy”.

HoORLING and LESSER (2004) and ISERN et al. (2011) point to a number of organization
schemes applied in MAS design, some of which such as federations and holarchies*® can
be interpreted as forming a “middle ground” between heterarchy and strict hierarchy.
SHEN et al. (2006b), for example, see federations as the third major architecture blueprint
for agent structures in distributed PPC between hierarchical and strictly distributed
approaches.4'. VRABIC et al. (2012) discuss the idea of using clustering algorithms as a

39They also included a purely centralized architecture with a single controller, which is omitted here for
its lack of modern-day significance (c.f. Section 2.2.1 and DiLTs et al. 1991).

4°which pick up the concept of holons (c.f. Section 2.2.2).

4'Called “autonomous agent approaches” by SHEN et al. (2006b)
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vehicle to find suitable groups of agents within a PPC setting to form a team, although
without providing any experimental evidence for their hypothesis.

Beyond its ubiquity and popularity, there are strong analytical arguments in favor of
hierarchy: HELBING et al. (2006a) show analytically that hierarchical networks provide
the fastest information transmission across networks. They are, however, vulnerable to
failures of decision-making entities. A similar conclusion was reached by MALONE and
SMITH (1988). Also in the domain of MAS and PPC design, hierarchies are generally
associated with more controlled and coherent behavior (c.f.e.g. BOND 1990; DUFFIE
and PRABHU 1996; HORLING and LESSER 2004; TRENTESAUX 2009). The often-observed
high cost of centralized coordination, on the one hand, is explained by CRUTCHFIELD
and MITCHELL (1995) with (1) the potential limitation that central entities can place on
information processing, (2) lack of robustness to faults, and (3) the equitable resource
allocation necessary for a central entity. Decentralized structures, on the other hand, are
found to be more robust at the expense of increased communication effort (summary from
MaLoNE and CROWSTON 1994). In minimal model experiments of organization structures,
S1GGELKOW and LEVINTHAL (2003) find that centralized decision-making may be indicated
where cross-divisional interdependencies complicate a “clean” problem decomposition
into departments.

Within the research community of distributed PPC, the belief in desirable properties of hi-
erarchical control networks is so widespread that researchers, starting with BRENNAN and
NORRIE (1999) and MATURANA and NORRIE (1996), have considered the idea of dynamically
changing the control network architecture of distributed PPC systems to temporarily
include hierarchy (called “partial dynamic hierarchies” by BRENNAN and NORRIE (1999)),
should the need for increased global coordination be detected. This idea was later picked
up in the ADACOR/ADACOR? reference architectures for distributed PPC (BARBOsA et al.
2015; LEITA0 and REsTIVO 2006). ADACOR makes use of the ability to organize holons in
both hierarchical and heterarchical fashions (MARiK and LAZANSKY 2007): A hierarchical
control approach is followed during “normal” operation where global optimization is
favored over high flexibility and reactiveness. In this setting, subordinate agents closely
follow the decisions of higher-level “supervisor” holons. If an “emergency” is detected,
the degree of autonomy is increased to allow a quicker adaptation to the changed en-
vironmental conditions (LEITAo and RESTIVO 2006). This so-called reactive control has
been studied as a way to combine the advantages of high and low degrees of hierarchy
constructively by changing between them when the necessity is detected (c.f. CARDIN
et al. 2015; PACH et al. 2014, for reviews). BONGAERTS et al. (2000) note that the concept of
holons leaves some degree of hierarchy in the system (by virtue of the recursive definition
of holon), thus lending itself as a design paradigm for semi-heterarchical systems.

While in ADACOR hierarchy in agent architecture and master-slave relationships between
agents are again used simultaneously, there are also contributions to PPC literature where
hierarchy is only used to further information sharing: CARDIN and CASTAGNA (2012)
suggest through a simulation experiment that adding a central information gathering
and providing resource holon can reduce myopic behavior not by making decisions itself,
but by coordinating and facilitating the decision-making process among the lower-level
agents. Such an approach is called a “Mediator Approach” by OUELHAD] and PETROVIC
(2009) and SHEN et al. (2006a). SHEN et al. (20064, p. 572) say that the “Mediator approach
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is another type of federated architecture. In addition to the functions of a facilitator and
a broker, a mediator assumes the role of system coordinator by promoting cooperation
and learning among intelligent agents”.

Outside the domain of PPC, the impact of network architecture on the performance of
distributed decision-making systems to solve differentiation games on networks has been
investigated by means of human subject networks in KEARNS et al. (2006) and McCUBBINS
et al. (2009). The authors found a significant impact of the number of connections between
agents on the collective performance of human subjects (this result was confirmed for
computerized agents in HADZHIEV et al. (2009)). The result is more differentiated where
additional connections also impose additional constraints: Here experiments reported in
ENEMARK et al. (2011) and JuDD et al. (2010) indicate that lateral connections that impose
additional restrictions on the solution reduce performance, whereas connections that
do not lead to additional constraints continue to be beneficial. KEARNS et al. (2006), in
particular, showed that the existence of “leader nodes”, which are connected to many
other nodes in a non-random fashion and could be interpreted as a kind of central system
control, lead to a significant increase in the solution-finding performance (ibid.). Chapter 4
will pick up this idea and model language to investigate in more detail the effect of “leader
node” on the problem-solving capacity of MAS systems.

3.4 MYOPIA-CONTROL DURING OFFLINE-SCHEDULING

Before the start of the production, scheduling decisions (machine allocation and/or se-
quencing decisions) can be made offline without the necessity to respond quickly. Classi-
cally, OR techniques are used to find the optimal schedule for the planning period (c.f. e.g.
PINEDO 2008). While such ex-ante planning through stylized models usually underes-
timate the complexity and dynamics that can occur in a real-world system (c.f. ibid.,
Ch. 16.1), the mathematical formulation still holds the promise of finding a global optima.
Hence, even many proponents of distributed control find that some degree of ex-ante
scheduling is desirable: BRENNAN and NORRIE (2001, p. 244) conclude that the “localised,
reactive approach to control, characteristic of heterarchical architectures, cannot result
in globally satisfactory performance. Because of the highly structured nature of shop
floor control some degree of planning is useful, even in an unpredictable environment”.
This section reviews ideas that seek to carry over some scheduling decisions from offline
scheduling to online distributed production control.

PARTIAL SCHEDULE FLEXIBILITY

Under partial scheduling, static scheduling is used to pre-determine a subset of all schedul-
ing decisions before the start of the production, with the remainder being determined
online (HERROELEN and LEUS 2005; OUELHADJ and PETROVIC 2009; PEREZ-GONZALEZ and
FRAMINAN 2015). The underlying hypothesis is that “the global scheduling performance
is determined primarily by a subset of the scheduling decisions to be made” (Wu et al.
1999, p.113). These pre-determined scheduling decisions can then either constrain the
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set of decision alternatives given to agents during the production (AGRE and CHAPMAN
(1990, Appendix) discuss this perception of planning as “plans-as-constraints”), or guide
the decision-making of agents during runtime to more promising regions of the solution
space, i.e. solution alternatives that are close to the statically calculated initial solution.
An example of the latter approach is provided by VERSTRAETE et al. (2008b).

BONGAERTS et al. (2000) put forward the idea that partial planning can be used to position
a PPC system in the design space between distributed and hierarchical PPC. They argue
that a PPC system may be called fully autonomous if its agents are only bound by the
technologically-induced scheduling constraints. Every additional scheduling decision
made upfront, shifts the system toward the hierarchical perception of PPC. GRUND-
STEIN et al. (2015) use a similar rationale when using the order release times determined
hierarchically through an HPP system to control the order release into an otherwise
heterarchically-controlled manufacturing system. There is even analytical proof that the
absence of pre-determined scheduling decisions can lead to myopic behavior: GRAHAM
has shown the existence of what eventually became known as the “Graham Anomalies”,
the counterintuitive increase in throughput time after adding resources, when sequencing
decisions are made purely on the basis of local priority rules (GRAHAM 1966).

Partial scheduling can be classified as a special form of predictive-reactive scheduling
where the baseline schedule is created largely without the anticipation of variability (as
compared to “robust” scheduling approaches) and instead, only a subset of scheduling
decisions is actually imposed at runtime. By not relying on a full schedule, the online
adjustment to disturbances does not require another run of a scheduling engine, but can
be conducted with little computational effort within the given constraints of the baseline
schedule (c.f. PoLICELLA et al. 2007).

Pre-selective scheduling strategies, first introduced by IGELMUND and RADERMACHER (1983),
can avoid the Graham Anomalies through partial scheduling. The approach requires to
designate for each “minimal forbidden set”#?, one operation as the “waiting operation”. It
is, thus, decided that this waiting operation may not start operation until at least one other
operation of the critical set has been completed (c.f. HERROELEN and LEUS 2005; MOHRING
and STORK 2000).43 Identifying the waiting operation is highly computational expensive
(HERROELEN and LEUS 2005) and thus simplified approaches have been suggested, espe-
cially the linear pre-selective policies suggested by MOHRING and STORK (2000), which
use priority lists to identify the waiting operation, have received attention.

A related concept is discussed as precedence constraint posting (PCP) e.g. by LoMBARDI and
MiLaNoO (2012). In this concept, the scheduling graph is altered by adding strict precedence
constraints between operations (not requiring and AND/OR graph) to avoid resource
utilization conflicts. This concept was extended by PoLICELLA et al. (2007) to the idea
of partial order schedules that introduce precedence constraints in such a way that any
possible temporal solution within the partial order schedule is guaranteed to be feasible
(i.e. not overload the given capacity).

42 A minimal forbidden set is the smallest possible set of operations that cannot be processed simultaneously
because of capacity constraints (LoMBARDI and MILANO 2012; MOHRING and STORK 2000).

43This logic cannot be captured through standard scheduling graphs. Pre-selective policies instead have to
be expressed through AND/OR graphs (MOHRING and STORK 2000).
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Another form of introducing partial schedules are ordered group assignments, introduced by
BrLrauT and ROUBELLAT (1996). In an ordered group assignment, operations are assigned
to groups in such a way that within a group every temporal permutation of operations is
permissible, but the temporal sequence of groups is fixed. ARTIGUES et al. (2005) find that
such an approach offered flexibility potentials “for free”, in the sense that the worst-case
performance did not deteriorate when more scheduling decisions were left for runtime
decision-making. Ordered group assignments are also used as a pre-processing step by
Wu et al. (1999), who term their approach Preprocess First, Schedule Later (PFSL). They
present a branch-and-bound approach to determine the optimal group assignment. They
compare fully static, fully dynamic#4, and PFSL-based scheduling in a stochastic job-shop
environment, comparing the total weighted tardiness. They find the PFSL approach to
outperform static scheduling and being at par or better with fully dynamic scheduling.

The idea of partial scheduling has been popular in the domain of agent-based production
control from early on: Already one of the earliest attempts for a control architecture, the
“Yet Another Manufacturing System” (YAMS) approach by VAN DYKE PARUNAK (1987)
used the aforementioned Contract Net Protocol to let agents determine fine scheduling,
while a coarse-grained schedule is provided as input (HERAGU et al. 2002). In BLunck
and BENDUL (2015), the authors convey the notion of a graph-based partial schedule to
flexible job-shops where the a-priori assignment of tasks to machines is relaxed and an
additional assignment problem has to be solved (DAUZERE-PERES et al. 1998). However,
they cannot confirm the hypothesis that partial schedules outperform full and/or no
a-priori scheduling. While analytical evidence is missing, it is frequently assumed that
the sequencing problem can (with little loss in performance) be solved separately from
(and notably: after) the allocation problem (c.f. e.g. BERGER et al. 2010; BRANDIMARTE
1993), creating a “natural” problem decomposition to apply partial scheduling.

Both the problem of myopic (even paradox) behavior and the solution approach through
partial schedules, re-occur in a distinctly different setting and model class: Building upon
the investigations on Braess’ Paradox, selfish routing games, and the price of anarchy
(already discussed in Section 3.3.1), researchers have investigated how to reduce the cost
of anarchy by predetermining the path choice (routing) for a subset of the flow. While
the research described here usually assumes non-atomic flows, the idea in principle
translates to pre-determining the allocation decisions on a subset of the orders. Initial
experiments on this so-called Stackelberg Routing, where a share a € [0, 1] of the flow
is pre-assigned a routing and the remaining flow responds selfishly to this situation
(mimicking a Stackelberg game, hence its name), were published by KoriLis et al. (1997a).
ROUGHGARDEN (2004) showed that it is N'P-hard to find a strategy for the pre-assignment
that minimizes the social cost (and hence completely removes the cost of anarchy), but
there are (at least for very simple networks) simple strategies (such as assigning traffic to
least attractive route option) that can be shown analytically to reduce the cost of anarchy.
KarakosTas and KorLLiorouLos (2009) later extended the statement to hold for more
complex networks, but it was shown in BoNIFAcI et al. (2010) that network families still
exist where the price of anarchy grows with network size.

44ysing a dynamic dispatching heuristic, c.f. Section 2.2.2.
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Given that scheduling problems are frequently expressed through graphs (starting with
Roy and SUSSMANN 1964; c.f. also BLaZEw1cz et al. 2000), schedule flexibility lends itself to
quantification by using graph-theoretic approaches. KoriscH (2001, Appendix A.1) review
the early work on how to assess the network restrictiveness of a schedule. ARTIGUES et al.
(2005, p. 318) count the number of still realizable production schedules as a measure of
flexibility. The approach and implementation is limited to the ordered group assignment
approach taken in the publication and cannot be compared across scheduling problems,
as it is in absolute values. ALouLoU and PORTMANN (2005) likewise measure flexibility
by counting the number of still unresolved precedence relationships, normalized by the
total number of possible precedence relationships in a graph (the number of undirected
edges in a complete subgraph formed between all operations in the problem). BLunck
and BENDUL (2015) use the same nominator, but normalize by the total number of possibly
unresolved scheduling decisions to attain a measure € [0, 1].

3.5 MYOPIA-CONTROL DURING PRODUCTION CONTROL

During production control, agents can make decisions within a solution space that has
been constrained by both system design and offline scheduling decisions. Unlike decisions
made by the designer or planner in previous steps, decisions made during production
execution are subject to strict time constraints and occur in a naturally distributed
environment, i.e. multiple decision-making entities take decisions simultaneously.

This section explores three dimensions of agent decision-making through which the
impact of myopic behavior may be reduced: (1) by extending the temporal information
horizon of agents to include either past or expected events further into the future, (2) by
taking measures to suppress “nervousness” in the system, and finally (3) by changing the
decision making function of agents from strictly selfish/competitive to more altruistic
behavior.

3.5.1 ADJUSTMENT OF THE TEMPORAL INFORMATION HORI1ZON

Many simple implementations of distributed production control have product agents
taking decisions purely based on the current system state. A good example is an allocation
decision based on current queue length levels across machine alternatives — an example
of the wider class of dispatching rule-based control approaches, discussed in Section 2.2.2.
This approach (found to be widely applied in agent-based manufacturing control by Tay
and Ho 2008) is based simply on the system state at the current time, with no regard for
past or expected future developments. From this baseline scenario, two approaches to
further the information horizon for decision-making are possible: looking into the past (in
the assumption that future behavior will be similar) or anticipating future system evolution
to test and compare alternative courses of action. Here analytical and experimental
evidence is compiled that the two approaches can improve the performance of distributed
PPC approaches.
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LOOKING INTO THE PAST

Maintaining knowledge of past system states can improve agents’ decision-making.
By having information about past decisions and outcomes, agents can exploit existing
knowledge and more complex cooperative social interactions can arise.

This arguably most prominent example of utilizing past information for informed decision-
making is the use of stigmergy (MARZO SERUGENDO et al. 2004; BERGER et al. 2010;
BoONABEAU et al. 1999, Ch. 1.2.3), also mentioned by ZAMBRANO REY et al. (2014) as an
example for myopia reduction. In this bio-inspired coordination approach, agents leave
artificial pheromones to inform subsequent agents of the relative “success” of decision
alternatives. With every agent leaving it’s own pheromones, the perceived environment
is subject to constant evolution (BONABEAU et al. 1999, Ch. 1.2.3; VAN DER VECHT et al.
2007; ZAMBRANO REY et al. 2013). The computerized adaptation of stigmergy is today
the primary form of agent interaction in swarm intelligence systems (KASSABALIDIS et al.
2001). By accumulating the past decisions, pheromones can provide agents with almost
global information about the (longer-term average) system state (c.f. ARMBRUSTER et al.
2006; PEETERS et al. 2001; VAN DYKE PARUNAK 1997). VAN DYKE PARUNAK (1997) and
VAN DYKE PARUNAK and BRUECKNER (2001) argue that the micro-level dissipation effects
at the micro-level of pheromones create enough entropy for the macro-level system to
coordinate (reduce entropy) without violating the second law of thermodynamics.

Another popular bio-inspired approach for the coordination of agents in manufacturing
and logistics contexts is the bee-foraging approach. Here agents communicate not through
pheromones, but through message passing. BARTHOLDI et al. (1993) were the first to
analytically investigate the foraging behavior, showing that such coordination approach
ensures an (otherwise inexistent) upper-bound on the loss of performance of distributed
resource allocation as compared to an optimal (centrally determined) allocation. Quijano
and PassiNoO (2010) investigate the emergent behavior of multiple hives competing against
each other as a simplified model for resource allocation problems between selfish agents,
showing that the resulting allocations are NEs and thus foraging could provide global
information. ScHOLZ-REITER et al. (2008) demonstrate the applicability of the bee-foraging
method, as an alternative to pheromone-based approaches in manufacturing settings and
demonstrate it’s ability to respond to unexpected events (machine failures).

Where agents tend to follow past decisions, the process becomes self-catalytic, i.e. popular
decision alternatives are reinforced (KAssABALIDIS et al. 2001; MARZO SERUGENDO et
al. 2004). It is, therefore, important to consider the trade-off between the inclusion of
past information and responsiveness to recent changes in the environment. To this end,
the system may be partly filled with purely exploratory agents that are not bound by
the accumulated social information (c.f. DECHAUME-MONCHARMONT et al. 2005). When
using a stigmergy approach, the pheromone evaporation rate presents another handle to
ensure that the system state perceived by the agents does not overly incorporate outdated
information (c.f. ARMBRUSTER et al. 2006). Through these measures a more continuous
design space (as indicated in the classification model) can be achieved.
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CREATING PLANS FOR THE FUTURE

Where past system behavior is assumed to carry insufficient descriptive power to prescribe
future behavior, it may be advisable to generate a plan for the future (almost) at runtime.
Such plans can then either bind (c.f. WoNG et al. 2006)%, direct/advice (c.f. OUELHAD] and
PETROVIC 2009) agents in their decision-making over the planning horizon, or merely
enhance the agents’ perceptions of their surroundings (ZAMBRANO REY 2014, Ch. 2). In
the frameworks for myopia control of vaAN DER VECHT et al. (2007) and ZAMBRANO REY
et al. (2013) this constitutes the difference between influence by belief alteration (through
communication) and goal/task determination.

The results reviewed here generally require enhanced (as compared to the distributed
“baseline” scenario) processing power to perform the planning tasks. It is not surprising
that additional computational prowess in itself can reduce myopic behavior: ARGONETO et
al. (2008, p. 44) notes that “Sophisticated individual reasoning can increase MAS coherence
because each individual agent can reason about non-local effects of local actions”.4¢ On the
other hand, an unexpected relationship seems to hold with respect to dynamic complexity:
MOREIRA et al. (2004) found evidence that while sophisticated local heuristics often show
little robustness toward random noise, simpler strategies may not only be more robust,
but gain efficiency with increasing random noise.

Beyond the degree of intervention with agent autonomy discussed above, a differentia-
tion along two dimensions seems sensible to provide more clarity and structure to the
approaches reviewed here. First, planning between agents can result either in a joint plan
where agents collectively agree on one plan that encompasses all agents, or form plans
individually, thereby collectively forming what is known as a multi-plan (OssowskI and
OmicINI 2002). The second dimension considers the population of agents and whether it
is homogeneous (all agents possess the same set of capabilities), or heterogeneous (in
particular: an additional decision-making agent or service providing entity exists) (c.f.
Section 2.1.2).47

JoINT PLAN GENERATION:

Not surprisingly, approaches that set out to create a joint plan generally require the
presence of a centralized entity to assemble and provide a global picture of the system
plant and/or to calculate/assess global schedules.

Most obtrusive from the viewpoint of the individual agent’s autonomy is the (partial)
resolution of scheduling conflicts through a central decision making entity (ZAMBRANO
REY 2014, Ch. 2.2). For approaches in this category, similar rationales apply as discussed
under Section 3.4. Examples where optimization approaches are used online to resolve

45Similar to the impact of offline scheduling, discussed in Section 3.4.

46Note that “non-local effects of local actions” match precisely the definition of (social) myopia by Zam-
BRANO REY et al. (2013).

47This second line of discrimination is similarly also drawn up by ZAMBRANO REY (2014), who discriminates
between fully heterarchical and semi-heterarchical control systems. However, this thesis will also
consider approaches where a central entity provides global information or other decision-supporting
(but no decision-making) capabilities as instances of heterogeneous MAS.
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upcoming scheduling conflicts include the works of BERGER et al. (2010) and LErTA0 and
RESTIVO (2006). Online simulations can likewise be applied — not to form a new joint
plan, but to assess the performance of possible scenarios, the impact of variability on plan
performance, etc. (MONOSTORI et al. 2010). Examples include the simulation capabilities
assigned to the staff holon of a HMS variation by CARDIN and CASTAGNA (2009) and the
evaluation of decision-making alternatives through a petri-net based representation of
the manufacturing system, as proposed by LEITA0 et al. (2010).

MuiTi-PLAN GENERATION:

In the absence of a global entity with access to a global system state, local agents may
improve their decision-making by increasing the “interval of time at which performance
is measured” (HERBON et al. 2004, p. 689), generally called the planning horizon. By
extending the planning horizon, agents can include more information in their decision-
making; however, they are also more likely to make decisions based on erroneous or out-
dated information (ibid.). Changing the planning horizon is a frequently used structural
parameter to alter the behavior of distributed PPC systems (BRENNAN and NORRIE 2003).
Comparisons of the performance of distributed control architectures as a function of
the planning horizon have been undertaken by BRENNAN (2000), BRENNAN and NORRIE
(1999), MONCH and DRIESSEL (2005), and ROGERs and BRENNAN (1997). An analytical
investigation and approach to define the “effective information horizon” is provided
by HERBON et al. (2004). ESTRADA and VARGAS-ESTRADA (2013) investigate the impact
of increased information horizon in continuous coordination problems and found that
accounting for higher-degree neighbors improves the adjustment speed across network
architectures. In Section 5.3.4, upper bounds for the price of anarchy are reviewed in
model classes that allow analytical investigation. Upper bounds for situations with local
information only significantly exceed the upper bounds applying when global information
is available, giving further evidence that the impact of myopic behavior (at least in the
worst-case scenario) can be reduced through global information (GAIRING et al. 2008;
PAPADIMITRIOU and VALIANT 2010).

One way through which agents may attain and keep up-to-date the necessary information
about the remote parts of the system plant is through the use of forward agents. Forward
agents were first explored in the literature on routing in communication networks: Both
D1 Caro and DoriGo (1997) and HEUSSE et al. (1998) describe routing algorithms, where,
in addition to actual payload packages, routing agents flow through the network. They
are emitted by the nodes in the communication network and aimed at analyzing the
congestion of upcoming (communication network) links to compare path alternatives.
Network nodes can then update their forwarding tables based on the information col-
lected by the routing agents. HEUSSE et al. (1998) observe that this process creates an
“autocatalytic effect” comparable to stigmergy.

The concept has attracted the attention of PPC designers, in particular in the domain of
HMS: ZamBRANO REY et al. (2012) introduce adjunct product holons that are dispatched
by a product holon (the agent representing a product) to gather information about the
current and expected future state of resources and inform the decision-making of the
product holon. The exploring ants emitted by KARUNA et al. (2006) serve a purpose similar
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to the routing agents discussed above. However, KARUNA et al. (2006) extend the scope of
functions that such emitted agents can serve by also introducing intention ants that, based
on the information collected by their exploring cousins, express the intention of a product
holon to reserve time at a certain machine, thereby creating a schedule. These ideas
lead to the concept of Delegate MAS (D-MAS) being proposed by HOLVOET et al. (2009)
and VERSTRAETE et al. (2008a), as an extension to the PROSA reference architecture.
D-MAS provides a framework for product agents to explore the system state and reduce
conflicts among their individual plans by expressing and sharing their intentions through
emitted delegates. WEYNs et al. (2007) use a variation of delegate MAS to improve the
coordination between autonomously guided vehicles (AGVs).

Disciplines outside PPC have discussed incentives as a way of influencing multi-plan
formation, with the aim of moving it closer to social optima. In the discussion of road-
and communication-network users modeled as non-atomic flows on congestion networks
(c.f.also Chapter 5), tolls/pricing are discussed as a mean of driving individual agent
planning (agents are assumed to decide on their complete routing at the start of the
journey) toward less myopic behavior. CoccHI et al. (1993) study the interplay between
service disciplines and pricing policies, finding that pricing policies are inevitable for
maximizing system performance. In their discussion of data packet routing in TCP
networks, GIBBENS and KELLY (1999) propose to calculate each resource shadow price,
the marginal increase in cost (here calculated as packages lost) for a marginal increase
in load, and to charge network users (senders of data packets) with this shadow price,
to create awareness about the resource implications of their decisions. This finding is
in line with the results derived from the analytical calculation of socially optimal flow
distributions in congestion networks (c.f. Section 5.7), thus implying that the globally
optimal flow-distribution may be reached, when agents are charged with the marginal
cost (on all agents) when choosing a given route (c.f. e.g. ROUGHGARDEN 2005, Remark
2.4.7). The possibility of using incentives (positive or negative) to enhance coordination
has also been discussed in the context of organization theory, where SiGGELkow and
R1vkIN (2005) find in minimal model experiments that firm-wide incentives can substitute
organizational hierarchy as a coordination measure. While toll/incentive systems are less
technically elaborate as compared to forward agents and related concepts, setting and
enforcing them does require a central entity with sufficient information and authority to
calculate, set, and enforce them.

While incentives influence the way in which agents perceive their environment and
decision alternatives, central entities may also influence the coordination process between
agents: LIM et al. (2009) present an example where a global optimization problem adjusts
the bidding power of agents when negotiating production schedules to improve overall
performance.

Without engaging in any centralized decision-making, central service providers may
also support multi-plan generation and the quality of the attained plans by providing
simulation capacities throughout the system. This gives agents the capacity to evaluate
their individual decision alternatives by means of a (global) simulation model. Such
approach was among the first myopia control approaches investigated in literature:
Already in DUFFIE and PRABHU (1994), a “look ahead cooperative scheduling” approach was
proposed in which a system part can request the start of a simulation of the entire system
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for a given time period to analyze decision alternatives. Similar ideas were implemented,
e.g. by CARDIN and CASTAGNA (2009) in the context of HMS and RorLON and MARTINEZ
(2012).

Finally, a combination of joint and multi-plan generation is imaginable: LEITA0 and
RESTIVO (2008) present an extension of the ADACOR framework to incorporate online
plan-generation capabilities in which multiple operational holons first create new local
schedules in a distributed manner. Supervisor holons optimize and spread these local
plans across the systems.

Stylized Model Experiment

The discussion about the impact of the agent’s planning horizon on their performance
in a multi-plan generation environment can be enhanced through the stylized model
introduced in Section 3.3.1.

Instead of varying the wiring probability between consecutive levels, now the weight
given to observations from different levels is varied, generally giving more weight to
the immediate next level(s) and decreasing weights for the observerd WIP on levels
further away. As in previous experiments, agents consider all possible paths across
the next four levels in their decision-making. However, where previously the WIP
level in machines was simply added up across all levels, these WIP levels are now
weighted with qi_l, i €{1,...,4}, where i is the difference between the level of the
considered server and the current level.

By varying g € [o, 1], the parameter changes the relative weight given to observations
further into the future. For g = 1, the original situation is maintained, where the
WIP levels are simply summed up. For ¢ = o, all information but the WIP of the
immediately following level is disregarded, effectively reducing the information
horizon to a single level.
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FIGURE 3.6: Measured performance as function of network WIP devaluation factor
for different connection probabilities p. Statistics calculated over 100
simulation runs.

75



CHAPTER 3 NAVIGATING THE DESIGN SPACE FOR HYBRID PPC SysTEMS

Figure 3.6 shows the result of the experiment setup. For medium levels of p
(i.e. scenarios associated with high complexity, c.f. Fig. 3.4), the results clearly in-
dicate a curvilinear relationship of performance as a function of the WIP devaluation
applied, thus confirming the hypothesis e.g. of Fig. 1.4. The flat performance curve
for p = o comes as no surprise: With no flexibility available to the agents, more
informed decision making cannot have any impact on the performance. For p = 1,
the benefit of increased flexibility becomes visible as compared to p = o. The flat
performance curve is also readily explained: Since after every level, every server at
the next level is accessible, the WIP levels on following levels (or their weighting)
have no implication on the choice of server at the immediately next level.

The results, especially the peak in performance for medium values of g, underline
the ambivalent nature of larger information horizons: While they do give agents
access to larger parts of the system, information about distal parts of the system
does not seem to improve decision-making. A decision policy that values the near
spatial neighborhood higher then the “larger picture”, literally meeting the definition
of higher levels of myopia (c.f. Section 3.1.1), outperforms policies where agents give
more emphasis to remote information. This underlines that a reduction in myopic
behavior is not a goal in itself and yet can be used as a guideline to find good system
designs that exhibit good performance (c.f. Section 3.1.3).

3.5.2 NERVOUSNESS ALLEVIATION

The discussion so far has covered large parts of the design decisions commonly associated
with PPC (c.f. Section 2.1.3). In this and the following subsection, the thesis introspects
the decision-making given the constraints and information provided through previous
system design and scheduling decisions. Two important properties of agents’ decision-
making functions are discussed: their willingness to change a previously prepared plan
(a previously made commitment) and (in Section 3.5.3) the perception of utility used in
determining the “best” plan or commitment.

Where agents are free to change their decisions, system nervousness may arise in the
agent society, since the re-consideration of one agent may trigger re-assessment and
likewise plan changes by it’s neighbors. This dynamics can lead to deadlock situations,
where agents get locked in a cycle of constant response to each other (c.f. FABIUNKE 1999,
and Section 4.2.4) or at least hinder convergence. BARBOsA et al. (2015, p. 106) state that
“One of the main problems that could appear in self-organized distributed autonomous
systems is chaotic system behavior where holons are continually changing their behavior
or enter a continuous cycle of constant evolution/adaptation”. Nervousness alleviation
measures are designed to suppress such dynamics. They may be likened then to shock
absorbers in cars that are meant to dampen the impact of and response to abrupt changes
in the environment by the controlled system (ibid.).

HoaGG and HUBERMAN (1991) present a meta-heuristic to combat system nervousness in
distributed systems. Using an example of resource allocation, they show that a combi-
nation of agent strategy selection (increasing the share of agents with good performing
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strategies) and changes to strategy payoffs can reduce system chaos and yield a perfor-
mance of the distributed system “which in some cases approaches the optimal one that
would be obtained by an omniscient central controller” (ibid., p. 1331).

Several methods of nervousness alleviation have also been tried within PPC settings: VAN
DYKE PARUNAK et al. (2003) claim that MAS performance can be improved if individual
agent activity is reduced. To achieve that, they suggest agents maintain an internal
pheromone level (similar to stigmergy approaches discussed in Section 3.5.1), which
increases when the agent observes its own behavior as “hyperactive” and which reduces
over time, providing a form of local memory for the agent to fine-tune its behavior.
KaRrUNA et al. (2005, 2006) define so-called “socially acceptable behavior” for agents
that can require them to either (1) wait before changing their decision, even when they
observe a new, preferable decision alternative, (2) deny a given proportion of commitment
changes independent of expected improvement, or (3) limit the number of changes per time
(KAaruNA et al. 2006). This dampening approach is shown to avoid the periodic switching
of agents between, e.g. parallel resources and similar alternating agent behavior (ibid.).
BARBOsA et al. (2015) propose for the ADACOR? reference model a “system stabilizer”,
based on a PID controller to provide a parameterizable way of defining agent’s response
to environmental changes. The experiments show an improvement with ADACOR? over
strictly hierarchical, heterarchical, and ADACOR (first evolution) controlled systems,
though the effect of nervousness alleviation is not investigated separately.

Nervousness-reducing measures will also be discussed and applied in the context of
the minimal model, investigated in Chapter 4, where similar ideas to suppress agent
hyperactivity are applied (c.f. e.g.the works of FiTzpATRICK and MEERTENS (2001) and
HaApzHIEV et al. (2009) and discussions in Sections 4.2.4 and 4.3.2).

3.5.3 COMPETITION APPROACH

Already, Section 2.1.2 has discussed autonomy (implying selfishness) of the agents on
the one hand and the requirement for system level coordination on the other hand as a
central design trade-off within MAS. Similarly, AHRENS (1996) define two different basic
principles for coordination among decision-making entities: cooperation and competition.
Applying the measures introduced in this subsection, the designer of distributed PPC
systems can shift agent behavior toward more inter-agent cooperation.

Several authors (ALSHABI et al. 2007; BARBER et al. 2001; DECKER 1987; FALCONE and
CASTELFRANCHI 2001; MOULIN and CHAIB-DRAA 1996) have referred to the idea of a
continuum of agent behaviors between completely selfish and completely complying
with the benevolence assumption. KALENKA and JENNINGS (1999) point to a spectrum of
possible decision-making functions that implement such continuum ordered by increased
“social disposition”. ALSHABI et al. (2007) and DECKER (1987) conceptualize a continuum
of agent behaviors between autonomous and cooperative, where completely cooperative
agents could even change their goals, if needed, to meet the need of other agents in the
MAS.
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The primary concern with selfishly acting agents is the prioritization of private utility
over the social good (FALCONE and CASTELFRANCHI 2001; VANCA 2014). JENNINGS and
Campos (1997) argue that “socially responsible agents”,i.e. selfish agents, willing to provide
some consideration to the greater good of the overall system are a promising approach
to attain coordination and hence coherence. Similar conclusions and concepts have
been presented by other authors (e.g. ALsHABI et al. 2007; OsSOWSKI 1999; OSSOWSKI
and GARCIA-SERRANO 1999). KALENKA and JENNINGS (1999) hypothesize that through
(limited) social disposition, the social performance will increase with little negative effect
to individual performance. This observation seems to be in sync with the findings of
DECKER (1987), who find most real systems, when placed on a scale between selfish and
benevolent, are benevolent only to some small degree.

Two paradigms for such “social” coordination among agents are distinguished by Os-
sowskI and GARCIA-SERRANO (1999): (1) adjusting the behavior directly by altering the
agent’s concept of rationality or (2) by expressing the agents’ interdependencies struc-
turally or through inclusion in the utility function. An example of the first approach is
the concept of “social rationality” introduced by (JENNINGS and CAMPOS 1997), where
agent can choose certain plan if it is good for itself or society.

As within the MAS domain, changing the decision-making priorities of agents (i.e. modulating
the degree of selfishness) has been a frequently discussed idea within the PPC community:
Already HATVANY (1985) suggested “cooperating heterarchies” to avoid the “primitive
anarchy” the he assumed would follow from complete autonomy. Likewise, already the
initial definition of HMS sought to attribute agents with both autonomy and coopera-
tiveness (distinguishing them from “free agents”) (CHRISTENSEN 1994). BOCCALATTE et al.
(2004) devise an extension to the ContractNet protocol in which agents representing jobs
become more likely to refrain from requesting machine time (hence giving capacity to
other jobs) when their slack4® is high. ZaMBRANO REY et al. (2013) showed in a simulation
study that altering the decision function of PPC agents toward more benevolence (using
the “Competition Approach Paradigm”, proposed by FEDORUK and DENZINGER (2006))
can increase schedule reliability in a simulated HMS.

3.6 THE RESULTING CLASSIFICATION MODEL

Figure 3.7 shows the resulting classification model for myopia reduction during manu-
facturing system design, scheduling, and control. Within each decision step introduced
in Section 3.2.3, the dimensions (rows) indicate decisions through which the degree of
myopia exhibited by the resulting system can be affected. Within every dimension, gen-
eral decision alternatives are paraphrased. The gray arrows associate with every decision
alternative a degree of myopia reduction. Decision alternatives located at the wide base
of an arrow can be associated with little reduction to the impact of myopic behavior. On
the other hand, a design decision that corresponds to an arrow tip can be expected to

#Difference between the amount of time to the planned finishing date and the amount of workcontent (in
hours) still to be completed.
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Requirements
Many Path No Path
Alternatives Alternatives
High Complexity Low Complexity
Completely Completely
Heterarchical Modules Hierarchical
Scheduling Fully Flexible Fully Scheduled

Covering Past Information on  Containing Plan

Current State for Future

Control None Strong
Competitive/ " .

Antagonistic SSoRCTRHTE Altruist

Emergent System Behavior/Performance

FIGURE 3.7: Proposed classification for the control of myopic decision-making in PPC. The
impact of myopia is reduced where design decisions tend toward the pointed
end of the gray arrows. The more the design decision is located towards the
base of the arrow, the higher the expected impact of myopic decision making.

significantly reduce the impact of myopic behavior, given the literature reviewed in this
chapter.
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3.7 DISCUSSION & LIMITATIONS

This chapter has addressed research question Q,, finding that there exists a substantial
body of literature across domains which implies that a set of design decisions can influence
the impact of myopic decision-making on the performance of distributed PPC systems
by either addressing the triggers of myopic decision-making or by limiting the decision
space and thereby the potential negative impact of myopic decision-making.

While not part of this dissertation, the classification model presented here mainly as
the aggregated result of a literature review has already passed initial validation as an
aid to PPC system designers. In WANG et al. (2017), the authors map four popular dis-
tributed PPC approaches, two each from the stream of PULL production and agent-based
manufacturing control, to the classification model, positioning each approach along all
design decisions of the classification model. By observing both intra-group similarities
and inter-group differences, the authors substantiate the idea that the presented classifi-
cation model can be used to classify and compare distributed PPC approaches. They find
particular “fingerprints” in terms of where and how the impact of myopic behavior is
constrained. The results also indicate that of the distributed PPC approaches that have
found recognition in science and practice, in fact all already apply measures to reduce
the impact of myopic behavior in one form or the other. This observation gives further
evidence of the wish of manufacturing system designers, to combine the advantages of
distributed and hierarchical PPC or at least constrain the impact of myopic behavior.

The chapter has highlighted a transdisciplinary effort to understand and design complex
systems from agent-level interactions. It has phrased efforts across multiple disciplines in
terms of a common goal (reducing myopic behavior and/or the impact it has on system
performance) and classified them according to a relatively small set of design decisions.
Through this, it can help not only researchers in the domain of distributed and agent-
based PPC, but in related scientific fields as well to understand their work in a broader
context. While the design decisions presented in Fig. 3.1 are tailored to the domain of
manufacturing system design and control, the basic hierarchical sequence of decisions
arguably applies to a wide range of engineered and social systems. This makes the
underlying approach to understand designing distributed systems as an attempt to limit
and shape the impact of myopic decision-making, applicable to other design domains as
well (the design of organizations and MAS in other domains are examples).

For researchers who work on hybrid PPC, the mapping of existing distributed and hybrid
PPC approaches to the classification model (as done in ibid.) can help to identify “empty
spots”, so far unexplored regions, in the design space. Thus, the classification model may
point to promising fields of research that can extend our understanding of the design
space in a meaningful fashion.

For practitioners in the domain of hybrid PPC, the presented classification model in its
short visual depiction (Fig. 3.7), as well as the discussion and motivation elaborated in
Sections 3.3 to 3.5, provides a wealth of interdisciplinary design inspirations to explore the
performance potential of their manufacturing system (plant and controller) under hybrid
PPC. By pointing at design dimensions on different time-scales of decision-making, the
classification provided here can provide input during the design of new manufacturing
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systems as well as during day-to-day operations in which scheduling and control decisions
have to be taken.

LIMITATIONS

There are three main limitations to the model presented here:

First, the model neglects interrelationships between the design dimensions. The design
dimensions for distributed systems are not independent, but may require, support, or
impair each other (already noted by GASSER 1991). This was most prominently noted in
the discussion of “hierarchy” (Section 3.3.2). This implies that the internal consistency of
the model cannot be ensured since not all relationships between concepts have explicitly
been considered (WACKER 1998).

Second, the manufacturing system requirements, while mentioned as an input, are insuffi-
ciently represented in the model. The design dimensions are discussed w.r.t. their impact
on myopic behavior, but the degree of myopic behavior tolerable, even desirable, in a given
PPC setting, has to depend on the requirements posed on that system. To the model’s
defense, this is not an easy feat! The aim to analytically understand interdependencies
among the traits of the problem description and the (likely) best control approach has kept
production researchers busy for decades. In 1997, ROGERs and BRENNAN put this question
to the spotlight: “Of primary importance is the fundamental question concerning the
choice of control architecture: i.e. is it possible to determine whether a specific control
architecture is appropriate for solving a given manufacturing system control problem?”
(RoGERs and BRENNAN 1997, p. 881). However, to the best of the author’s knowledge, no
contributions beyond “rules of thumb” have been made so far.

Finally, the model dimensions are not operationalized or quantified — thus hindering
more rigorous model validation beyond the attempts reported by WANG et al. (2017).
Most recommendations remain qualitative in nature. The chapter has pointed at forms of
quantification where possible (e.g. in the stylized model used to assess system complexity
in Section 3.3.1 or for the assessment of partial schedules in Section 3.4). However, for
most design dimensions and myopic behavior, there is no academic consensus as to how
to measure them.

3.8 DIRECTIONS FOR FUTURE RESEARCH

As a heuristic framework, the benefit to researchers and practitioners can only be assessed
through repeated application. The steps taken in WANG et al. (2017) can provide an early
indicator of the capacity of the presented model to describe existing distributed PPC
approaches in terms of their measures to reduce myopic decision-making and the impact
thereof. They cannot replace practical tests, where the classification model is applied to
either design a manufacturing system with distributed/hybrid PPC “from the ground up”
or where design dimensions proposed in the model are used to alter the degree of myopic
behavior in existing PPC approaches. Observed improvements in performance would
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validate the hypothesis underlying this chapter (and in fact this thesis), that the purposeful
positioning of a PPC system between the poles of fully distributed and hierarchical can
improve performance (c.f. Section 2.3) and that the developed classification model, in
particular can support the design of PPC approaches that come close(r) to the region of
maximum performance.

To understand the mechanisms behind particular design dimensions in a better way,
specialized analytical models will be necessary. The stylized example discussed in Sec-

tions 3.3.1 and 3.5.1 and the model discussed in Chapter 4 are examples of such analytical
investigation.
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CHAPTER Four

BALANCING HIERARCHICAL AND
HETERARCHICAL CONTROL
ARCHITECTURES — A MINIMAL MODEL

“We will be successful in engineering agent-based
systems just to the degree that we understand the
interplay between disorder and order.”

VAN DYKE PARUNAK and BRUECKNER (2001, p. 124)

Submission under preparation

The model and results presented in this chapter are currently prepared for
publication.

Distributed PPC systems — and distributed control systems in general — have been
described in antithesis to a traditional centralized controller as a configuration (a network)
of agents collectively forming the system behavior through their individual actions. In this
chapter, the impact of the structure of this agent network on the collective performance of
agents will be investigated. In particular, the impact of hierarchy in the control network
will be the subject of experimentation and analysis. From the various design decisions
Chapter 3 has pointed to, through which the space between hierarchical and strictly
distributed PPC may be described and bridged, the benefit of hierarchy was found to
be widely assumed and discussed Section 3.3.2. Research question Q, hence especially
asks about the role of hierarchy in the design of distributed PPC systems that attain the
“optimal” performance. This research question is addressed here.

4.1 A MODEL TO ANALYZE THE IMPACT OF CONTROL
NETWORK HIERARCHY

4.1.1 MODEL REQUIREMENTS AND ANALYSIS STEPS

This chapter then intends to analyze the impact of hierarchy in the control network,
masking — as has Section 3.3.2 — the effect of network structure from other properties
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(like increased computational power or decision-making authority) often attributed to
agents of a higher hierarchical level. To this end, a simple minimal model is necessary that
can study the network structure among otherwise equal agents (homogeneous MAS). To
demonstrate the impact of hierarchy, a measure of performance is necessary. To understand
the role of hierarchy, the agents and their interaction should lend themselves to analytical
investigation. As the results are to be transferable to PPC settings, the model should
encapsulate a problem that resembles the scheduling problem (resource allocation and
sequencing), faced by (distributed) PPC systems. The Graph Coloring Dynamics (GCD)
model, to be introduced in Section 4.2, meets this criteria and will be used in this chapter.

Section 2.1.3 has already pointed to the common conception of PPC problems as RAS.
The control of a RAS then has a two-fold objective (REVELIOTIS 2005, Ch. 2):

1. To ensure the correctness and inherent consistency of resource allocation and

2. to ensure the efficiency of resource allocation with respect to some performance
measure.

The chapter will consider both objectives sequentially. Section 4.2 will introduce GCD as a
model language, which is prone to model the distributed control of RASs, seeking a correct
and consistent resource allocation. The first analytical investigations in this chapter
(Sections 4.4 and 4.5) will focus exclusively on studying the impact of control network
hierarchy on the ability of distributed control systems to find a correct and consistent
resource allocation. Section 4.6 then presents a model extension of the GCD model to
also consider the second objective of resource allocation control, namely performance
optimization.

4.1.2 HYPOTHESES ON THE ROLE OF HIERARCHY — THE ORGANIZATION
THEORY PERSPECTIVE

Before discussing the model in more detail, a set of hypotheses on the impact, role, and
mechanisms of leadership in distributed control settings is derived in this section. To this
end, this chapter turns to organization theory, in particular Complexity Leadership Theory
(CLT) (c.f. Section 1.5.3). The hypotheses to be derived here extend the research questions
developed in Section 1.4. Unlike them, the hypotheses represent testable statements that
motivate the model development and the measures analyzed to identify “leadership” on
behalf of agents higher in the hierarchy.

CLT is a suitable source of inspiration and hypothesis development in this context, since
researchers in this domain — as will discussed below — are actively concerned with
understanding the roles of “leaders” in complex systems and have developed a coherent
grasp of theory that can be used to develop analyses for the GCD model.

WHY COMPLEX LEADERSHIP THEORY

This thesis is not the first to suggest that management science in general (and CLT in
particular) may provide useful input for the understanding of complex systems beyond
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the domain of management and organization research: SoLow and SZMEREKOVSKY (2006)
suggest that the role of leadership, in particular, is a promising field where management
science can actually contribute to the understanding of complex systems. They state:

“While many complex systems may initially arise from self-organization [...],
as many of these systems evolve it is the emergence of some sort of centralized
organization that allows for high levels of performance that might not have been
achieved otherwise. [... | To the extent, then, that the behavior of certain complex
systems is affected greatly by central organization, our understanding of the
behavior of these systems should include the study of how central organization
and leadership affect system performance.”

— SoLow and SZMEREKOVSKY (2006, p. 52)

Above quote also defines the expectation from leaders in complex systems in particular:
to aid the coordination process between system entities and to increase performance. In
fact, we may take this as the very definition of leaders in such systems: CALVERT (1992,
p-7) argues that “leaders are needed because of, and derive their powers and capabilities
from, their ability to solve problems of coordination”. Entities that can provide such
capabilities, even in a homogeneous MAS as considered here, may rightfully be called
leaders.

It should be noted that organization theory knows at least four different ways through
which central “leaders” can affect organization behavior: Authoritarian, motivational,
cooperational, and passive-responsive (SOLOow and SZMEREKOVSKY 2006). This research will
focus primarily on cooperational leadership, i.e. “the leader’s role of achieving cooperation
among the team members” (SoLow and LEENAWONG 2003, p. 67), since it corresponds to
the model assumptions that leaders attain their prominent role through their positions in
the network architecture only.

In this chapter, indications of such “leadership” will be explored particularly in agents
of a high central position in the coordination structure associated with a higher level of
hierarchy. It should first be verified that the parallelism set out between agents in such
network positions and “leaders” in an organization (c.f. Section 4.3.1) is valid. This assump-
tion can indeed be confirmed in the organization theory literature: The combination of a
set of links among agents and tasks (structure) and the rules and procedures (dynamic)
constitutes the defining characteristics of an organization (CARLEY and GASSER 1999,
Ch. 7.2.2). CARLEY and REN (2001) and CARLEY et al. (2000) then find in a model-based
investigation of organization structures during armed forces’ operations that “certain
agents in important, central network positions were likely to develop certain leader-like
characteristics” (HAzY 2007, p. 396). IBARRA (1993) finds central network positions to have
stronger correlation with the exercise of power (measured as the degree of involvement
in administrative processes) than the formal rank (for innovation processes, the effect of
both indicators is indistinguishable). Likewise, central network positions seem to support
the work of leaders: High centrality metrics (here: the betweenness centrality, c.f. Costa
et al. 2007) of managers of open source projects were found to support the technical suc-
cess (measured in the number of code submits) by GREwWAL et al. (2006).4° Both CAs and

49Results for “commercial success”, measured in number of downloads, were more nuanced.
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ABMs were also suggested as one potential modeling class to understand the emergent
patterns and principles of emergence in organizations by LICHTENSTEIN (2007).

DERIVATION OF HYPOTHESES

As already discussed in Sections 1.5.3 and 2.3, the assumption of a duality between too
much and too little hierarchical oversight in organizations has accompanied organization
theory since at least the 1930s (THOMAS et al. 2005b). A significant contribution was
made by MARCH (1991), who discussed the management of national subsidiaries in large,
multinational firms as being driven by both exploration and exploitation, with optimal
performance being attained at the mix of the two extremes. More recent research also
suggests that an alternation between exploration and exploitation could increase the
performance (MARCH 1999; MCKELVEY 2004). This notion is supported by the minimal
model experiments of MARCH (1991) and SIGGELKOW and LEVINTHAL (2003). In particular,
MaARcH (1991) finds that a combination of slow learning in rapidly changing environments
results in poor performance, while quickly learning organizations may actually perform
better under moderate amounts of change in the environment.

Exploration, the self-dependent behavior of employees/subsidiaries to try new decision
alternatives, requires “creativity” (COLEMAN 1999, p. 35 f.). Based on the already cited
work of LANGTON (1990), authors such as COLEMAN (1999) and STACEY (1993) suggest that
companies should be placed on the edge of chaos to attain maximum creativity. It is thereby
assumed that the organizational structure (for example, the presence of hierarchy) plays
a central role in positioning an organization within this duality (BARTLETT and GHOSHAL
1987; SIGGELKOW and LEVINTHAL 2003), as MARCH (1999, p. 214) states°: “Organizational
structure can be used to strengthen exploration by undermining the effectiveness of
exploitation”.

This discussion leads to the first hypothesis, which picks up in a testable fashion the idea
behind research question Q,:

H,: In complex systems, a balance between centralized and distributed control
leads to the highest performance.

Another reason why CLT appears to be a promising framework to discuss the results of
GCD experiments is that it shares the assumption of homogeneity among organization
members. Unlike in classical organization theory, UHL-BIEN et al. (2007) argue that
leadership in CASs is not a process of authority, but an emergent dynamic amongst agents.
Consequently, leaders are not controlling, but rather enabling the evolution of the system
(MarioN and UHL-BIEN 2001). UHL-BIEN et al. (2007) phrase this form of leadership
adaptive leadership and define it as “emergent change behaviors under conditions of
interaction, interdependence, asymmetrical information, complex network dynamics, and
tension” (ibid., p. 309).

In this context, CLT is particularly interested in understanding how and why leadership
in CASs works. As in the discussion of CAs, the notion of order and its creation are

5°referring to HEDBERG et al. 1976.
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central: MCKELVEY (2004, p. 6) concludes that complexity theory is really the “science
of new order creation”. In CAS, organization theorists believe that individual agents act
to reduce tension (LICHTENSTEIN et al. 2006), which is seen as an important condition
to enable emergent leadership and innovation (UHL-BIEN and MARION 2009). In the
eyes of UHL-BIEN et al. (2007, p. 306), adaptive leadership “originates in struggles among
agents and groups over conflicting needs, ideas, or preferences” and can hence arise from
information asymmetry. Tensions are challenges to an agent’s personal knowledge base
(LICHTENSTEIN et al. 2006, 2007). They can lead to a realignment of the agent’s cognitive
map and through this generate information (LICHTENSTEIN et al. 2007; UHL-BIEN et al.
2007). LICHTENSTEIN et al. (2006, p. 5) conclude that “Therein lay the seeds of adaptive
leadership: Agent interactions can generate tension through which novel information can
emerge; when those new ideas lead to positive change, adaptive leadership has occurred”
The following hypothesis is thus stated has, to the best of the author’s knowledge, not
been analytically explored before.

H,: Leaders use information asymmetry and facilitate the coordination pro-
cess; they enable conflict solving among agents by interaction, exchange of
information and emergence.

Computerized model experiments on the impact of leaders on team performance (SoLow
et al. 2005) focus on the role of leaders as motivators for their team; they do not discuss
the power of leaders that arises strictly from their respective positions in the network
architecture.

This implies that leadership is a process to be observed over time, rather than being
immediately visible from a static system snapshot. LICHTENSTEIN et al. (2006) suggest
that leadership occurs in response to events and action cues; they also put forward
ideas for approaches to detect emerged leadership in CAS by measuring the dynamics of
organization over time. They suggest to model “these data in ways that highlight their
longitudinal and relational qualities” and to analyze “these data in terms of their relational
qualities and longitudinal dynamics” (ibid., p. 5).

Events are important in the study of self-organized systems: It is a typical property of
self-organized criticality that small inputs of new information can lead to massive changes
in beliefs across system entities, resembling the “avalanches” observed in the sandpile
model of BAK et al. (1987) (GLINTON et al. 2010). If leaders can facilitate the spread of this
information (tension) in the organization, they may (a) create or (b) facilitate avalanches of
agent re-alignments that can successfully resolve conflicts. The importance of (unplanned)
events in the context of CAS leadership is also stressed by VicagrI et al. (1996, p. 189), who
say about the generation of knowledge through experimentation: “Leaps in the knowledge
development of a company typically stem from events that the firm has neither planned
or hypothesized”. In fact, some authors in the domain of organization theory have gone
beyond the acknowledgment of the importance of events and actively called for leaders
to generate such events that would shake up established patterns: MARION and UHL-BIEN
(2001, p. 406) calls for leaders in CAS to “spawn emergent behavior and creative surprises
rather than to specify and control organizational activities”, and PLowMAN et al. (2007) in
their empirical study of a local congregation come to a similar conclusion: “Our findings
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show that as enablers, leaders disrupt existing patterns of behavior, encourage novelty,
and make sense of emerging events for others” (PLowMAN et al. 2007, p. 341).

This idea is picked up in Hypothesis H;.
H,: Leaders disrupt existing patterns of behavior.

Finally, in Section 2.3, the results of experiments in the domain of organization theory
were reviewed, concerning the relationship between environmental conditions and the
best-suited organizational structure (c.f. e.g. Fig. 2.3). It was found that more heterarchical
and decentralized architectures are better suited for turbulent environments requiring
speedy improvement.

This leads to the following hypothesis about the interdependence among the organization
structure and the optimization time horizon that was likewise expressed for the domain
of PPC (TRENTESAUX 2009, c.f. also Fig. 2.2):

H,: The optimal balance of centralized and decentralization control architecture
is a function of the optimization time horizon considered.

Before the hypotheses developed here can be tested in Sections 4.4 and 4.5, the next
sections introduce the model language (Section 4.2) and the experiment setup (Section 4.3)
used in this chapter.

4.2 MODEL: GRAPH COLORING DYNAMICS

This section introduces GCD as a minimal model of resource allocation that lends itself
to analytical investigation and to study the impact of network structure on system
performance.

4.2.1 CONSTRAINT SATISFACTION PROBLEMS AS A MINIMAL MODEL FOR
COORDINATION PROBLEMS IN RESOURCE ALLOCATION

The first objective for the control of RASs (ensuring correctness and consistency of the
resource allocation) can abstractly be described as a Constraint Satisfaction Problem (CSP).
CSPs describe the problem of “finding values for problem variables subject to constraints
that specify which combinations of values are allowed” (FREUDER 1995, pp. 103 f.). Across
disciplines, many planning problems can naturally be modeled as such CPSs (Do and
KaMBHAMPATI 2001). Where control over the decision variables in a CSP is separated
across multiple agents, we arrive at a Distributed Constraint Satisfaction Problem (DCSP)
(FABIUNKE 1999; SOLOTOREVSKY et al. 1996; YOK0O et al. 1998; ZHANG et al. 2002). SoLO-
TOREVSKY et al. (1996) describe a DCSP as a set of (interconnected) constraint networks
where every such network is solved by a separate agent. As such, DCSPs provide a mini-
mal model to which multiple MAS application scenarios, such as the recognition problem,
multi-agent truth maintenance, and (critically) allocation and scheduling problems within
MAS, can be mapped (Yokoo 2001, Ch. 2.3; c.f. SoLoTOREVSKY and GUDES 1997, for an
application of DCSP to the nurse scheduling problem).
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4.2.2 GRAPH COLORING AS A MINIMAL MODEL FOR DISTRIBUTED
CONSTRAINT SATISFACTION PROBLEMS

In this chapter, a prototypical CSP, Graph Coloring (GC) (FiTzPATRICK and MEERTENS
2002; FREUDER 1995; YOKOO 2001, Ch. 1.2) is considered. The GC problem (in its most
basic form) is defined on an undirected Graph G = (V, E), where every node v € V has
to be assigned to one of k states called “colors”, in such a way that no two connected
nodes share the same color (JENSEN and ToFT 1995, Ch. 1.1). Given a graph G, the smallest
number of colors necessary to solve the graph coloring problem is called the graph’s
chromatic number y(G).

Determining if a given graph can be colored with a given number of colors is a remarkably
challenging combinatorial problem that has defied all attempts for efficient algorithmic
treatment. It is part of the famous 21 N'P-complete problems listed by Karp (1972) and
has attracted much attention in the field of computer science and algorithmics. The
underlying CSP nature of the GC problem, where edges represent constraints, has early
invoked comparisons with scheduling problems (c.f. Section 2.1.3). GC formulations
have hence repeatedly been applied to model general resource allocation problems,
including timetabling, multiprocessor scheduling, etc.>'. DE WERRA and HERTZ (2015,
p- 255) note that GC “may provide a natural tool for dealing with a variety of scheduling
problems”. When applied to scheduling, the graph’s vertices represent objects to be
scheduled and edges represent scheduling constraints. The change of color allows for
a one-dimensional adjustment of each node to satisfy the constraints. The color could
either represent a resource or server (as e.g. in BRUECKNER and VAN DYKE PARUNAK 2006;
WINDT and HUTT 2010) in a set of multiple identical servers. Then sequencing on each
machine is fixed (or externally determined, c.f. Section 4.6) and edges connect operations
to be executed in the same time interval (the graph is then an interval graph, c.f.e.g.
HALLDORSSON et al. 2003), or we consider operations on the same resource and every color
represents a time window of fixed length (as e.g. in FiTzPATRICK and MEERTENS 2001).
In both cases, a higher y relaxes the problem (for a given conflict graph) (FITZPATRICK
and MEERTENS 2001; WINDT and HUTT 2010). While the standard GC problem is too
simple for most real-world scheduling applications (HANSEN et al. 1997), extensions to the
problem syntax are possible to account e.g. for operations of different lengths, include
target functions such as makespan minimization, preemptive as well as non-preemptive
scheduling, etc. (HALLDORSSON et al. 2003).

However, this thesis intentionally disregards the opportunities of available model ex-
tensions.>® This thesis will consider the GC model as a minimal example of a flexible
job-shop scheduling problem (J, P|prec|F; where P indicates the presence of parallel iden-
tical machines) with unit-length operations and no “technical constraints”, precedence
relationships between operations that are pre-determined (e.g. subsequent operations in a
job) (c.f. BONGAERTS et al. 2000). Solving the flexible job-shop scheduling problem (FJSSP)

5c.f. DE WERRA and HERTZ 2015; FITZPATRICK and MEERTENS 2001, 2002; HALLDORSSON and KORTSARZ
2004; HALLDORSSON et al. 2003; HANSEN et al. 1997; KORST et al. 1994; LEIGHTON 1979; MARX 2004;
MyszkowsKI 2008; WINDT and HUTT 2010.

5?Section 4.6 will extend the model toward realistic performance measures, but not by means of a semantical
change to the model.

89



CHAPTER 4 BALANCING HIERARCHICAL AND HETERARCHICAL CONTROL

(c.f. also DAUZERE-PERES et al. 1998) is a challenge also to centralized PPC systems and has
been tackled by numerous authors by applying a variety of optimization meta-heuristics
and algorithmic approaches.”3

4.2.3 GRAPH COLORING DYNAMICS: MULTI-AGENT GRAPH-COLORING AS A
CELLULAR-AUTOMATON

While most of the research in the GC problem has focused on OR methods to find or
bound the chromatic number for certain families of graphs, the relatively new field of
distributed graph coloring (or GCD) investigates the performance of distributed agents in
solving the k-coloring problem, i.e. assigning each node v a color ¢ € %¢ (|2¢| = k), in
such a way that no two adjacent nodes have the same color (c.f. GARG et al. 1996; KuuN
and WATTENHOFER 2006).>* The set of available colors is generally equal to or slightly
larger than y. The problem graph in this situation can be understood as an influence
graph that depicts the interconnections between agents (BERGER et al. 2010) through
which agents may exchange information. The agents are characterized by their decision
heuristic, as described in Section 4.3.2, and a one-dimensional internal state, the node
color. In the following, x;(¢) € X will denote the color (internal state) of node/agent i at
time ¢.

The GCD approach maps the dynamic processes of distributed decision making to a
model with discrete time and states and hence firmly within the model language of CAs
on graphs. CAs were developed (under a different name) in the 1940s by voN NEUMANN
and UraM (c.f. voN NEUMANN 1963). Their studies have been advanced significantly by
the works of WoLFraM (c.f. PACKARD and WOLFRAM 1985; WOLFRAM 1983, 1984). In a
CA, the state of each cell (agent) at time ¢ + 1 is a function of the state of the cell and
its (appropriately defined) neighborhood at time t. These functions (called rules in the
context of CAs), obviously have enormous impact on the dynamic evolution of the CA.
Depending on the choice of update rule, CAs are capable of deterministic, chaotic, and
complex behavior, even universal computation (LANGTON 1990) and are hence a suitable
tool for the investigation of topics related to distributed computation (CRUTCHFIELD and
MiTcHELL 1995). The analysis of CAs has contributed, e.g. to the understanding of design
properties of metabolic networks (MARR et al. 2007), pattern formation in biological
processes (presented in DEuTscH and DORMANN 2005, Ch. 3), particle mixing phenomena,
and signal propagation (MORETTI and MUNOz 2013). As FREUDER (1995) shows, CAs are a
feasible model language to study the GC problem.

Starting with the work WoLFRAM (1984), CAs have been studied in the context of complex-
ity science: CAs are given as one example by HOLLAND (1998, Ch. 7) for a more general
class of CGPs that can exhibit emergent behavior (c.f. Section 1.5.1). CAs can also serve

53¢c.f. e.g. BRANDIMARTE 1993; DAUZERE-PERES and PAULLI 1997; DAUZERE-PERES et al. 1998; FATTAHI et al.
2007; HURINK et al. 1994; see ZIAEE 2014, for a recent review.

541t should be mentioned that there are other distributed solution approaches to the graph-coloring
problem: Wu et al. (2011) present clustering as a distributed method of solving the graph-coloring
problem. However, the algorithm and its parameters need excessive adaptation for every new network.
Bio-inspired meta-heuristics are developed and tested in BESSEDIK et al. (2014).
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as models for CASs in (HoLLAND 2002). Discrete difference equations (that allow the
explicit calculation of a system state at t + 1), such as CAs, have also attracted research
in chaos theory because they do not require to solve intractable differential equations
(LEVY 2000). Though CAs are usually considered to “live” on a (one-dimensional) grid,
their definition can be extended to undirected networks of arbitrary shape (c.f. MARR and
HUTT 2009). As MARR and HUTT (ibid., p. 546) note, “Cellular automata (CA) on graphs
in principle provide the possibility to monitor systematic changes of dynamics under
a variation of network topology”. The local definition of update rules makes them an
appropriate tool to investigate the emergence of patterns and solutions. As BRUECKNER
and VAN DYKE PARUNAK (2006, p.109) note for the GCD problem: “The agents in the
distributed graph-coloring problem interact locally to solve a global problem without
being explicitly aware of their joint task. Therefore, we consider the global solution to be
emergent.”

CAs also have a history of application for the investigation of distributed production-
scheduling exercises. In OLIVEIRA and VIDICA (2012) and SEREDYNSKI and ZOMAYA (2002),
a “dynamic neighborhood” is created to map the irregular structure of a scheduling graph
into the regular structure, commonly assumed for CAs. In SwIECICKA and SEREDYNSKI
(2000), the precedence graph is considered as a tree-like structure (with directed edges
indicating precedence relationships) from which a neighborhood is created by taking the
r ‘neighboring’ cells in the graph to either side. All papers have in common that they take
a two-stage approach in which a suitable ruleset in determined in an a priori teaching
phase before the identified rule can be applied for scheduling purposes. Moreover, in
all papers, the CAs is “only” responsible for finding a task allocation problem, not a
sequencing of tasks. This second elementary problem of production-scheduling is solved
using heuristics instead (called “Scheduling Policies” in the CA-scheduling literature
(CARNEIRO and OLIVEIRA 2013)). In allocation processes beyond production scheduling,
GCD has been applied to packet switching (YEO et al. 2002) and register allocation (SMITH
et al. 2004) tasks.

The GCD approach, therefore, combines CAs as a minimal model of distributed decision-
making and self-organization and GC as a minimal model for scheduling and lends itself
perfectly for a first stylized discussion of the interactions among agents in heterarchical
PPC systems (WINDT and HUTT 2010). Instead of extending the underlying problem
definition, this thesis takes the GC problem as a minimal interdisciplinary model that
allows to investigate the convergence process within communities of decision-making
entities as a function of the number of agents, tightness of the scheduling constraints,
and complexity of the scheduling problem.

When perceived as a (distributed) CSP, both GC and manufacturing control can be treated
as classical coordination problems as abstractly defined by MEsarovic et al. (1970): Given
a control problem D, the predicate II(x, D) is true, if and only if x is a solution of D:

II(x, D) = xis a solution of D (4.1)

The “overall control problem” (ibid., p. 263) then is to find a (set of) control(s) m € M that
minimize a performance metric g(m) over M.
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Critically however, this chapter is not interested in entering the abrasive race of finding
the “best” (distributed) control for a GCD problem. This research follows the argument of
HOOKER (1995, p. 33) that such “emphasis on competition is fundamentally anti-intellectual
and does not build the sort of insight that in the long run is conducive to more effective
algorithms. It tells us which algorithms are better, but not why”. Instead, the research
reported here tries to understand if and why certain algorithm design principles —
here in particular the choice between hierarchical and heterarchical agent topology —
significantly impact the heuristic performance. In other words: Is there a subset of M for
which g(m) is consistently better than the average? For a general discussion of solution
strategies for DCSPs, the reader is referred to e.g. FABIUNKE and Kock (2000), VATTANI
(2012), and Yokoo et al. (1998).

4.2.4 PREViOUs WORK

GCD has been discussed and investigated as a model for DCSPs before.

PEARL (1988, Ch. 4.1.1) discusses GCD as an example of constraint propagation, a concep-
tualization said to be feasible to study the dynamics of unsupervised parallelism and
exploit interdependencies between tasks. In the constraint propagation view “links in
the network should be treated as the only mechanisms that direct and propel the flow
of data through the process of querying and updating beliefs” (ibid., p. 145). Through
these communication lines agents can question the current beliefs of their neighbors
and inform them of updates. These updates may in turn cue a change in belief, which
“initiates a multidirectional propagation that will continue until equilibrium is reached”

(ibid., p. 145).

The first analytical experiments on GCD (to the knowledge of the author) were performed
by FABIUNKE (1999), who investigates a distributed 2-coloring of a square grid network
structure. Agents in each node of the grid apply a “min-conflict” rule, minimizing their
locally observed conflicts (number of neighbors with identical color). FABIUNKE finds
that such purely deterministic min-conflict rule dynamics on the given simple network
structure can be trapped in “deadlock” situations, with high conflict numbers, especially
when cells update in parallel. To avoid these deadlocks, FABIUNKE (ibid.) successfully
tests two different approaches to avoid deadlocks, namely

« the inclusion of redundant constraints (i.e. shortcuts in the grid), although finding
possible shortcuts can be difficult for real-world problems (ibid.) and

« giving each agent a probability to keep its original color instead of choosing the
conflict-minimizing one.

A similar investigation was performed by ZHANG et al. (2002), who discuss a GCD model
as a minimal model of a Distributed Search Algorithm (DSA), using again mostly grid-like
graphs. Just like FABIUNKE (1999) did (implicitly), they vary the degree to which nodes
make color choices in parallel by setting probabilities for color changes, given a possible
improvement, no change, or even a possible deterioration of conflict density. They find
that the node update probability together with the constrainedness of the GC problem,

92



4.2 MoODEL: GRAPH COLORING DYNAMICS

can be used to show phase-transition effects in terms of the system’s ability to reduce
the overall conflict count in the network.

FrrzraTrick and MEERTENS (2001, 2002) develop a similar approach by applying a min-
conflict update rule and a probabilistic activation of nodes. The authors also explicitly
discuss their GCD experiment as an abstraction of distributed and parallel resource alloca-
tion processes on a random graph of varying edge density. Central to their investigations
is the evolution of the number of conflicts in the graph as a function of the activation
probability and graph density. The authors also propose to use the relative number of
color changes per round as a measure for the communication cost, observing a sharp
drop in color change activity early in the solution process (FITzPATRICK and MEERTENS
2002).

BRUECKNER and VAN DYKE PARUNAK (2006), building on the mentioned work by Firz-
PATRICK and MEERTENS? investigate a model of GCD where communication between
agents is subject to delays and nodes may “fail” (randomly change their color in every
round).’® Again considering the dynamics on a random graph and a decision heuristic
oriented at conflict minimization, BRUECKNER and VAN DYKE PARUNAK perform parame-
ter sweeps over a variety of parameters governing the network structure and dynamics.
They find distinct regions where the DCSP is solved quickly “either because the agent
population is sufficiently intelligent to settle on a low-conflict solution, or because the
problem is so easy that almost any randomly selected configuration results in a low
degree of conflict” (ibid., p. 118). High information delay and high rates of random color
choice can lead to “thrashing” behavior, where the system fails to reduce conflicts due to
erratic decision-making or decision-making based on outdated information.

An essential motivation for the investigation in this chapter goes back to the work of
KEARNS et al. (2006), who were the first to investigate the impact of non-random structural
anomalies in the graph. In human-subject experiments, they investigate the impact of the
graph structure on the time required by human-subject networks to solve a 2-coloring
problem. This research stream was further developed in ENEMARK et al. (2011), ENEMARK
et al. (2014), JuDD et al. (2010), McCUBBINS et al. (2009), and SHORE et al. (2015), who
investigate more sophisticated graph structures and also confirmed the finding by KEARNS
et al. (2006) that more links actually made the coloring problem easier (JupD et al. 2010).
The experiments also gave rise to renewed computational investigation of the problem
by HADZHIEV et al. (2009), characterizing the network dynamics and investigating the
impact of shortcuts in a ring graph on solution performance. The identified positive
impact of shortcuts on the solution performance (for suitable decision heuristics) mimics
the result of FABIUNKE (1999) and was confirmed for human-subject networks by Jupp
et al. (2010) and McCUBBINS et al. (2009). Another algorithmic investigation was done
as the PhD work of VATTANI (VATTANTI 2012, in particular Ch. 2; CoviELLO et al. 2012),
who focused on the algorithmic investigation of the problem and the identification of
good local decision heuristics. The problem has since been discussed in the context of

55In fact, both research attempts were funded, through the “Autonomous Negotiating Teams” (ANTS)
program of the US Defense Advanced Research Projects Agency (DARPA).

5*Missing and incorrect information transfer had already been touched upon in FiTzpATRICK and MEERTENS
(2002).
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scheduling (WINDT and HUTT 2010), organization theory (SHORE et al. 2015), as well as
social and political coordination processes (e.g. ENEMARK et al. 2014).

The idea of using GCD as a model to investigate the role of hierarchy in DCSPs in
particular, was nurtured by the finding of KEARNS et al. (2006) that the “leader cycle”,
a ring-like structure with an additional, highly connected leader in the center, showed
significantly better performance as compared to a simple ring graph. The idea of adding
nodes of elevated (high degree) position in the graph was later picked up by ENEMARK
et al. (2014), who studied the “star network” that featured prominent nodes but abandoned
the edges in the original ring graph. They also did not study the effect of any incremental
changes in the network (as did not KEARNS et al. (2006)), stating that the “networks differ
in multiple parameters, so it is difficult to attribute the differential effect to any given
parameter with much confidence” (ENEMARK et al. 2014, footnote on p. 130).

In this chapter, the thesis extends the previous work, investigating in more detail the
impact of the network structure — in particular, the presence of hierarchy — on the GCD
solution performance. Hierarchy as a feature of network structures (c.f. Section 3.3.2)
will be investigated and a cause-and-effect model explanation for the role of hierarchy
in DCSPs will be developed. This research will also continue to exploit the natural
relationship between the GC model and scheduling tasks by discussing a novel “forward-
model” analogy between the GCD model and a manufacturing control environment.

4.3 MODEL SETUP

With the GCD model now introduced and motivated from scheduling and organization
theory as a suitable model to investigate the behavior of agents in coordination problems,
the model used in this chapter can now be defined. Both the static network layout and
the dynamics that evolve on it will be introduced in the following subsections.

4.3.1 NETWORK LAyouT

To investigate the quality of control system architectures (not find the best distributed
GCD solution approach), this thesis will follow the advice of e.g. HALL and POSNER
(2001), HERNANDO et al. (2016), HOOKER (1995), and McGEOCH (1996) and use not only one
limited set of test-instances, but apply a “factorial design” (HOOKER 1995, p. 38) approach
that allows to generate problem instances based on a limited set of parameters believed
to be critical to performance and compare the relative performance of simple solution
algorithms as a function of these system parameters. This section presents the stepwise
generation of the problem graph (c.f. Fig. 4.1) and introduces the relevant parameters. The
mapping of network parameters to the features of the scheduling problem are summarized
in Table 4.1.

First, a set of possible states (colors) for each node is defined. As discussed above, the
size of this set can be interpreted as the number of parallel identical servers available for
the PPC problem. These colors form the set 3¢. Since in the following experiments this
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(a) Step 1: Regular ring graph. (b) Step 2: Shortcuts are added between ring

nodes.
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(c) Step 3: The (possible) addition and linking of so called “leader nodes” leads to the final problem

setup.

FIGURE 4.1: Step-wise creation of the Watts-Strogatz inspired network setup for the GCD
experiments. The shown coloring is one feasible solution of the GC-problem

for this graph (here: N = 20,/ = y = 4,c =3,kL =3,h =0).
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number is equal to the graph’s chromatic number, the size of the set can be identified as
x = 1Zcl.

This research employs a variation of the arguably best-known approach to generate
networks with both high local clustering and small average path length (collectively
known as the “small-world properties”): the famous Watts-Strogatz Model (WATTs and
STROGATZ 1998).

As proposed by WATTs and STROGATZ (ibid.), a regular ring graph (Fig. 4.1(a)) lays the
foundation for the network. In the ring graph, every node is connected to its spatial
neighbors. Translated to the domain of PPC, scheduling constraints are assumed to occur
primarily between operations that are “close” to each other in space and/or time. The
“toroidal arrangement” toward a ring can be interpreted as the result of applying the
periodic boundary condition, an approach developed in the field of partial differential
equations in solid-state physics. Applied in CAs, the periodic boundary condition means
that the opposing ends of the grid are “tied together” to feed also the peripheral cells with
reasonable input and avoid artifacts at the ends of the grid. For the experiments in this
research, ring graphs of N = 6o nodes will be analyzed where every node is connected
to its ¢ = y — 1 neighbors on either side. This setup guarantees, when N is an integer
multiple of y, y-colorability of the graph. In particular, any permutation of all available
colors maintained along the ring will solve the graph. At the same time, colorings with
< x colors are ruled out, as the edges in the ring form complete sub-graphs of size y.
This gives us y-nary CA tasked with finding a y-coloring of a graph with chromatic
number y.

Unlike the original Watts-Strogatz model, random rewiring is not performed. Instead,
additional shortcuts between ring-nodes are added to the graph (Fig. 4.1(b)). As the
shortcuts used, e.g. by FABIUNKE (1999), these additional edges do not further reduce the
solution space (any color configuration solving the original ring graph will also solve the
ring graph with shortcuts), but are meant to connect otherwise distal nodes to each other in
random fashion. In the PPC analogy, shortcuts represent “long-range” interdependencies
between operations. In the experiments, s = 30 shortcuts will commonly be added to the
ring. Given that the ring was originally designed to be solvable by any permutation of the
x colors, y-colorability can easily be maintained when the ring nodes are sequentially
mapped to modulo classes with respect to y (i.e. the i’th node is mapped to class a(i) = (i
mod y)), and shortcuts between nodes i and j are permitted if and only if a(i) # a(j).

Adding shortcuts increases the connectivity of the graph. Nodes can “see” the colors of
more nodes directly, and their local information horizon grows. It is, therefore, reasonable
to model the transition between fully distributed control and centralized global control
through the addition of shortcuts. An interesting alternative implementation of this
transition would be a change in update rules (c.f. MARR and HUTT 2009) — in particular,
an extension of the neighborhood considered for node updates. However, for the network
sizes assumed for production control environments (in the order of hundreds of nodes),
the network diameter is so small that the extended neighborhood of one node would
essentially cover a large share of the graph. Thus, this research will stick to the network-
structure driven approach to emulate the effect of “central coordination”.
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In particular, [ so-called “leader nodes” may be added to the problem graph (Fig. 4.1(c)). The
cases | = o (no leader nodes) and I = y will be considered. Each leader node is connected
to kz nodes in the ring graph. Again, y-colorability is preserved by assigning the leader
nodes to modulo classes (one per class) and limiting the set of possible edge-recipients
among the ring-nodes to those of different modulo class. Given N and y, k; finds its
natural upper bound at % - N. As this upper bound is a function of N and y, one can
express the relative prevalence of leader node interaction across different network and
color set sizes. In particular, this research will (inspired by Fig. 1.4) refer to the quantity
ki ko-x

CE TR @
as the degree of autonomous control (this is equivalent to 1 — A in the model of SoLow and
SZMEREKOVSKY (2006), discussed in Section 2.3.2). The leader nodes are comparable to
mediator agents or federation architectures discussed in MAS research (c.f. Section 3.3.2).
They also bear resemblance to the idea of liaisons between interdependent departments,
considered in organization theory as an approach to improve coordination in decentralized
organizations (suggested by GALBRAITH 1973, Ch. 5, 1974; investigated empirically by
S1GGELKOW and RIVKIN 2005), although this research does not separate the ring nodes
into departments or assign leader nodes to particular parts of the ring graph.

Leader nodes are visualized in Fig. 4.1(c) as being at an elevated level. This is for visu-
alization purposes only. The nodes are absolutely identical in the applied update rules
(c.f.Section 4.3.2). Any observed difference in emergent system behavior must be caused
by their integration in the network, maintaining the common homogeneity assumption
in CAs (MARR and HUTT 2009) and the research on DSAs (ZHANG et al. 2002).

Finally, the graph is parametrized by a variable h € [0, 1], which indicates the relative
graph density among leader nodes. For a complete undirected graph among y nodes,
x - (x —1)/2 edges are necessary; for any value of h, a random subset of h- y - (y —1)/2
of these edges will be formed. For obvious reasons, 4 can only reasonably be defined for
[>o.

In summary, a coloring problem is an undirected graph, defined by the tuple (y, N, ¢, s, [, kz,
The mapping of parameter interpretations in the domain of PPC is again summarized
in Table 4.1. Parameter sweeps over the possible values of k; and h seem appropriate
to investigate the effect of increased leader node involvement in the graph (movement
toward central coordination) and increased coordination among leader nodes respectively.

In the context of the discussion in Section 4.1.2, it is important to note that, as can be
seen in Fig. 4.2, leader nodes also attain high levels of betweenness centrality, given that
they hold (already for small values of k1) more edges that constitute shortcuts in the
graph. Hence, leader nodes in the problem graphs have comparable network structural
attributes, as observed for leaders in complex organizations.

ASSESSING GRAPH COMPLEXITY

With the parameters defined to model the transition between distributed and centralized
control, another dimension of PPC problems can be mapped to the model: complexity.
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Interpretation within GCD Interpretation in context of PPC
N Number of ring nodes Number of operations in the system
I Number of “leader nodes” supervisory control instances in the shop
x Graph’s chromatic number Number of machines
¢ Number of connected neighbors Level of interaction among operations

close in space and time
kr  Number of edges per leader node  Level of interaction between leader nodes
and operations
h  Network density among leader Level of exchange and interaction be-
nodes tween control instances

TABLE 4.1: Mapping of parameters of the GCD graph generation model to properties of a
manufacturing (control) system.

The complexity of the PPC problem has been mentioned as a challenge to traditional HPP
systems e.g. in Sections 1.1.1 and 2.2.1 and as part of the classification model developed
in Chapter 3 was discussed in Section 3.3.1. It is also assumed to affect the effectiveness
of distributed PPC by PHiLIpP et al. (2007) and ScHOLZ-REITER et al. (2009a), where it
forms an additional independent variable, influencing the logistics target achievement in
Fig. 1.4.

The question remains as to which network parameter should be used to vary it. Since the
leader nodes and the edges connecting them to the ring graph are considered part of the
control structure, it makes sense to disregard them for the scope of complexity analysis.
The parameters y, N, and s are left as candidates.

N, the number of nodes in the graph, is better described as the problem size. Size and
complexity, however, are conceptually different (c.f. e.g. DEwAR and HAGE 1978, for a
discussion in the context of organization theory). Shortcuts (and hence their number
s) is a better candidate at first sight, as they make the graph less regular and meet our
conceptualization of “complexity”. One should be cautioned though by the previous
discussion on the role of shortcuts, being largely perceived and simplifications of the
problem (FABIUNKE 1999; HADZHIEV et al. 2009; JUDD et al. 2010) (c.f. also Section 4.3.3).
The graph’s chromatic number y is arguably the most difficult to assess in terms of its
contribution to graph complexity. In the context of GC, an increase in the chromatic
number for a given problem graph eases the problem. The same would apply for the
scheduling on parallel identical servers (discussed in the context of PPC in WINDT and
HUTT 2010). Yet, in the model reported here, changes in y also change the network: Most
significantly, the set of possible permutations from which one has to be selected and
implemented across the ring grows more than exponentially with y (c.f. Section 4.5.1).
For this reason, this research will use y as the gauge to assess the problem complexity in
this chapter.
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FIGURE 4.2: Betweenness centrality for leader and ring nodes as a function of the degree
of autonomous control (mediated by changing k;) for unconnected leader
nodes, y = 4, N = 60,s = 30, h = o, averages taken over 100 samples.

4.3.2 APPLIED NETWORK DYNAMICS

The network dynamics determines the dynamic evolution of the node states over time, as
it specifies for every node how to assess information sources and take decisions on that
basis. The network dynamics then match perfectly the previously (Section 2.1) mentioned
definition of control as a process of updating information and beliefs PEARL (1988, Ch. 6.4.1).

This research will focus on strategies that mimic the “natural heuristics” generic decision
strategies observed by KEARNS et al. (2006) in their human-subject studies and later
formalized and tested by HADZHIEV et al. (2009). In their computerized investigation of
GCD and its performance dependency on the network structure (especially the number
of shortcuts), HADZHIEV et al. (ibid.) develop a classification of behaviors that every node
could apply. In particular, they decompose the behavior into a neighborhood assessment
strategy that determines how a node changes its color, given a color distribution among
its neighbors, and a temporal organization strategy that determines which nodes are
allowed to re-assess their color (execute their neighborhood assessment strategy), thereby
defining how node activity spreads across the graph.

Such an approach turns the dynamics into a production-rule formalism, i.e. a sequence
of “if (premise), then (action)” rules that, according to PEARL (1988, pp. 148) has particular
appeal to Al researchers, since “both the activation and the action are meaningful, because
they engage semantically related propositions”. Collectively, these two strategies establish
a spreading activation, where activity in a node (leading to a potential color change) is
triggered by “changes occuring in logically related propositions” (ibid., p. 147).
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Out of the classification of dynamics set up and explored by HADZHIEV et al. (2009), the
AW -rule will be applied here. This means that the authorization to change colors (called
attention by HADZHIEV et al. (ibid.)) is forwarded along all edges adjacent to a node that
has just changed its color. The strategy also incorporates so-called attention waves to
avoid continuous node excitation. Under this concept, a node can only be activated (move
to state E and invoke a color change) if it has previously been in the quiescent state
Q. After any invocation, the node will transfer from E to refractory state R and remain
there for a fixed number of time steps. This refractory time is set to 2 time steps through
the following experiments. By blocking immediate re-invocation, the nodes transform
the undirected spreading activation into directed “waves” that can move through the
network. Once activated, nodes apply a strategic waiting approach, where nodes generally
seek to change to the conflict minimizing color, but will retain their current color with
probability p, if the current color is conflict minimizing. With probability (1 — p), will the
node choose from all conflict minimizing colors or (if the current color is the only such
color) from X¢. p = 0.9 will be set for all experiments. In addition to the described waves,
attention may be given to a node “out of thin air” through a random excitation scheme.
The probability for each node to be randomly excited in any given round is set to 0.05
throughout all experiments in this chapter.

The choice for the AW strategy and the parameter defined above, is largely motivated by
the promising performance in the face of an increasing number of edges shown by this
strategy in the experiments of HADzHIEV et al. (ibid.). However, based on the discussion
in this chapter and this thesis so far, further good arguments can be made:

Attention waves alter the node update policy from parallel to sequential (c.f. also DEuTsca
and DORMANN 2005, Ch. 4.3.4). This prevents indefinite dynamic loops observed for
update mechanisms that are both parallel and synchronous as previously discussed and
observed e.g. in BRUECKNER and VAN DYKE PARUNAK (2006), FABIUNKE (1999), ZHANG et al.
(2002), and PEARL (1988, Ch. 4.1.1). The notion of “strategic waiting” in the neighborhood
assessment policy bears distinct similarity with e.g. the anti-system nervousness strategy
presented by KARUNA et al. (2006). More generally, “calming” agents is a frequently
applied myopia reduction strategy, as reviewed in in Section 3.5.3 (c.f. also HoGG and
HUBERMAN 1991; VAN DYKE PARUNAK et al. 2003). The strategy also features the basic
idea of the min-conflict rule to solve DCSP already applied/suggested in FABIUNKE (1999),
FrrzpAaTRICK and MEERTENS (2001, 2002), and VAN DYKE PARUNAK (1996) and usually
considered a good repair heuristic to work based on not conflict-free (in particular: random)
initial variable assignments (MINTON et al. 1992). In the context of CAs, the min-conflict
rule can be understood as a particular form of an outer-totalistic update rule (MARR and
HUTT 2009; WOLFRAM 1983) where the action taken by a cell in the CA does not depend on
the exact allocation of states in the neighborhood, but aggregate measures, thus allowing
a concise definition of rules for CAs of arbitrary size and shape (MARR and HUTT 2009).
Finally, the random changes of decisions by agents is a proven method to leave local
optima (PEARL 1988, Ch. 4.1.1) and also provides a natural initiation of the solution process
after the experiment start.

When discussing the results in the context of CLT, caution has to be raised concerning
the verisimilitude of the behavior with respect to humans interacting in organizations.
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Mason and WATTS (2012) rightly argue that agent-based simulations are at risk of concep-
tually misrepresenting the behavior of human decision-makers, rendering results of little
practical applicability. LAzZER and FRIEDMAN (2007, p. 672) demand that “Research based on
formal representations of human behavior needs to convince readers that the necessarily
constrained assumptions in a model somehow capture the essence of some empirically
relevant set of circumstances”. Notably, in this case, choosing the conflict minimizing
color was reported by the participants in the experiments of KEARNs et al. (2006). The
computerized investigation also showed an increase in solution speed with increasing
connectivity of the graph (HADZHIEV et al. 2009), a result reported also in human subject
experiments (c.f. e.g. KEARNS et al. 2006; McCUBBINS et al. 2009). Thus, one may assume
some degree of conformity between the experimental setup and humans in coordination
settings (with low network visibility). Obviously, only a computerized experiment setup
allows a high number of repetitions across a wide range of network structures as required
here and allows us to set experiment parameters at will (c.f. DAL FORNO and MERLONE
2007).

Human-subject experiments (such as ENEMARK et al. 2014; KEARNs et al. 2006) have
also focused on the effect of increased information horizons on the decision-making
performance. This research will refrain from such extensions here, as an extension of the
agent’s information horizon beyond its immediate neighbors would

1. quickly imply that agents can “see” the entire network, given the small diameter of
small-world graphs (already discussed in Section 4.3.1) and

2. significantly complicate the formulation of agent decision-making logic.

4.3.3 PERFORMANCE MEASUREMENT

The GCD problem then is to find, from a random initial color distribution, a color as-
signment for all N + [ agents that satisfies all color inequality constraints. In the initial
experiments, the number of color changes (across all nodes) required to reach this solution
(referred to as rc(G)) will be used as the sole performance metric, assessing the control
networks ability to find a coherent and consistent solution quickly (c.f. Section 4.1.1). A
different performance measure, closer to those applied to PPC systems, will be presented
and applied in Section 4.6.

RESULT NORMALIZATION

It was observed early in the investigation of GCD with human subjects that additional
edges aided the solution process (KEARNS et al. 2006; MCCUBBINS et al. 2009). An expla-
nation was provided in later work (ENEMARK et al. 2011; JUDD et al. 2010), who found that
redundant edges (edges that allow information exchange but do not further constraint
the solution) in particular, help in the solution process. Both the shortcuts and edges to
leader nodes are entered, maintaining y-colorability, and hence fall into this category.
Edges that represent additionally constrain feasible color distributions, on the other hand,
impede the solution process (examples are the additional shortcuts between clusters used

101



CHAPTER 4 BALANCING HIERARCHICAL AND HETERARCHICAL CONTROL

in JupD et al. (2010)). This conclusion is in line with the results of other experiments with
both human and computerized decision-makers (ENEMARK et al. 2011; FABIUNKE 1999;
HADzHIEV et al. 2009; JuDD et al. 2010); it confirms theoretical considerations by GAL-
BRAITH (1974) that lateral relationships between otherwise independent decision-making
entities should increase the capacity to process information. Yokoo (2001, Ch. 1.5.1) inves-
tigates the landscape for CSP algorithms and find that once a threshold is reached, the
problem difficulty decreases with number of shortcuts. This threshold is reached once
the problem is sufficiently constrained to reduce the number of possible solutions to a
minimum. With the set of possible solutions already being fully constrained by the edges
among neighboring ring nodes, it can safely be assumed that the experiments reported
here have reached/passed this threshold.

It is to be expected then that the addition of shortcuts to and from leader nodes will also
have a positive effect on the overall solution speed. Since this thesis is interested in the
effect of network structure on the solution speed, one should control for the overarching
effect of additional edges independent of their location in the graph. One can do so by
normalizing the number of color changes required to solve the network with leader nodes
by a network without leader nodes, but with the same number of nodes and shortcuts.
To state this explicitly: the relative performance of a GCD network G = (y, N,¢,s, 1, kr, h)
with leader nodes (I = y) is computed by comparing the number of color changes
required to solve the network (rc(G)) with the number of color changes necessary to
solve a reference network G, r. Note that G (for h # o) has a total of N + y nodes and a
total number of shortcuts given by

X (-1
S + X ke + h-— (4.3)
T S~ 2
shortcuts inring  edges from leader nodes v

edges between leader nodes

Table 4.2 shows how the parameters of compared test and reference networks compare.

Parameter ‘ X N c s I kr h
Test-network G | y N X —1 s x ki h
Ref.-network Gref | ¥ N+y x—-1 s+ y-kp+h- w o o o

TABLE 4.2: Mapping of test- and reference networks for result normalization in the GCD
experiments.

The relative performance is then expressed similar to Eq. (3.1).>7 In the model at hand, a
lower number of color changes required is associated with a higher performance. Hence,
the relative performance is expressed as

Gre
3¢ (G, Gref) = % (4.4)

>’Notably, the reference model here is not assumed to exhibit a lower degree of myopic behavior but
provides a benchmark scenario to account for the effect of additional edges
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MEASURE OF UNCERTAINTY

Owing to the stochastic nature of large parts of the network generation and dynamics, a
significant variability in performance metrics between iterations is to be expected. In the
following figures, standard errors (standard deviation of the mean value estimate) are
reported instead of standard deviations in the figures in the remainder of this chapter.
The standard error is attained by dividing the standard deviation by the square root of
the number of samples.

For the ratio of reference and test network performance, the standard error can be com-
puted based on commonly known results from uncertainty propagation laws. In particular,
given the standard deviations and number of samples for both test and reference net-
works, the standard error associated with the relative performance, the ratio y = ;C—; can

be calculated as
Ax, \? A%, \°
(2] (-22%) w5
X, X2

where the values for Ax, and Ax, are the standard errors of the reference and test networks
respectively.

4.4 NUMERICAL RESULTS

All preliminary work is in place now to use the above-described GCD model to assess
the ability of different network configurations to solve the distributed GC problem. We
first focus on variations in the leader node involvement parameter k;. In the presentation
of the results, we will pick up the visual account of Fig. 1.4 by showing the relative
performance acc. to Eq. (4.4) as a function of the degree of autonomous control (Eq. (4.2))
and the complexity measured by the graph’s chromatic number (c.f. Section 4.3.1). To
start, we investigate the case with unconnected leader nodes (h = o).

The result is shown in Fig. 4.3. The result shows important characteristics hypothesized
before. Most importantly, it shows a clear peak in relative performance for medium values
of autonomous control — with decreasing performance values to either extreme of the
spectrum. The figure also shows a general downward trend as complexity increases, as
had been hypothesized in Fig. 1.4. For very high degrees of autonomous control (low
values of k), a slight increase in relative performance can be seen. However, this appears
to be an artifact of the setup.
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FIGURE 4.3: Relative performance as a function of the degree of autonomous control and
graph complexity for unconnected leader nodes, N = 60,s = 30, averages
taken over 400 samples.
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FIGURE 4.4: Relative performance as a function of the degree of autonomous control and
graph complexity for fully connected leader nodes, N = 60, s = 30, averages
taken over 400 samples.
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(a) Comparison of relative performance at y = 4 for both unconnected (h = o) and fully connected
leader nodes (h = 1), y = 4, N = 60, s = 30, averages taken over 400 samples.
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(b) Evolution of relative performance, as the degree of leader node connectivity (k) is increased
incrementally, y = 4, N = 60, s = 30, averages taken over 400 samples, error bars omitted for

visual clarity.

FIGURE 4.5: Impact of connections between leader nodes on the relative performance as a
function of the degree of autonomous control.
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4.4.1 THE ROLE OF INTRA-LEADER NODE COMMUNICATION

Now, the impact of changes in the parameter h is investigated, starting with the polar
opposite of Fig. 4.3, a complete network formed between the leader nodes (h = 1). The
result is shown in Fig. 4.4

The comparison of Figs. 4.3 and 4.4 shows a distinctly different shape of the curve for
connected leader nodes. For a better comparison, Fig. 4.5(a) leaves aside the complexity
axis and compares unconnected (h = o) and connected leader nodes (h = 1) for one level
of complexity (y).

The results show a significant difference, especially for low levels of autonomous control
(high levels of kr). The drop in performance for highly hierarchical control networks,
hypothesized in Section 2.3, seems much less distinct when leader nodes are intercon-
nected and hence able to share information directly. Figure 4.5(b) shows further that this
result is not an artifact at the polar ends of the range of possible values of h. In fact, as
h is increased, we see (a) a continuous upward shift in relative performance and (b) a
shift in the maximum attained performance toward network configurations with more
hierarchical features.

4.5 UNDERSTANDING THE ROLE OF LEADER NODES

With leader node connection with the ring graph and among each other showing a clear
impact on the solution performance, this section sets out to understand the mechanisms
that lead to the observed phenomena.

LEADER NODES DO NOT SETTLE FIRST

An obvious first hypothesis for the (at least partially) positive impact of leader nodes
could be that these nodes “agree” on a solution for the entire graph before the remaining
graph nodes settle. The hypothesis basically assumes that leader nodes solve a simplified
version of the problem “internally” before propagating the attained result throughout the
entire graph. The observed positive effect of connected leader nodes fits nicely within
the hypothesis, as the links between leader nodes allow direct communication among
leader nodes and could easily be imagined to support such internalization of the solution
process.

All questions of precise mechanisms aside, for this hypothesis to show any promise, one
would need to observe that leader nodes “settle” first, which means that they show a
distinct reduction in color change activity — not only over time, but more pronounced
than the ring nodes. The obvious first test for this hypothesis then is to measure the color
change activity (the probability of color changes per round) over the solution process
and compare the results. This is done in Fig. 4.6.

The result quickly refutes the above-stated hypothesis. While a reduction in activity —
across all nodes — can clearly been observed, there is no evidence that leader nodes were
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FIGURE 4.6: Relative color change frequency for both leader nodes (solid bars) and ring
nodes (striped bars) and both unconnected (dark bars) and fully connected
(lighter bars) leader nodes in each third of the solution process (total number
of rounds required until solution of the graph), averages taken over 400
samples.

to settle earlier. Also, no difference between connected and unconnected leader nodes
is visible, further stymieing hopes to explain leader node behavior and impact through
changes in activity over time.

4.5.1 THE EVOLUTION OF ORDER

Since such simple quantitative analysis of leader node activity falls short of capturing the
mechanisms by which leader nodes support the solution process, this thesis now starts
investigating Hypotheses H, and H;. To this end, this subsection will derive a quantifiable
definition of (partial) solutions for this specific GC problem that will be used to visualize
and measure the spread of “order” throughout the agent population.

The evolution of a single node i over time is described by the time series of its color
selection x;(t). The color selections of all nodes in the graph at some point ¢ form a
state vector that describes the color distribution across the entire graph at ¢. Given the
ring-based construction of the graph (Section 4.3.1), we know unequivocally that only a
continuous permutation of the y colors along the ring and across the leader nodes can
solve the GC problem. Hence, among the y™N*) possible state vectors of the graph, only
(x — 1)! different state vectors are valid solutions, as they represent circular permutations
of the elements in X¢. Circular permutations are permutations with no defined “first
element” (BRUALDI 2009, Ch. 2.2). In particular, there are (y —1)! circular permutations
of y elements. The condition for finding a feasible solution to the GC problem can be
re-stated as follows: the underlying GC problem is solved, if and only if all nodes are part
of the same circular permutation.

Critically, one can identify circular permutations also locally in the graph. In particular,
looking at any y subsequent ring nodes, or the y leader nodes in conjunction, one can
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FIGURE 4.7: Partially solved GCD network with sections of locally coherent node-colorings
(solution regimes).

determine, which circular permutation (if any) these nodes form. The nodes will not
form any valid circular permutation if and only if at least one color occurs more than
once.?® Fig. 4.7 shows a partially solved ring graph where some parts already show color
permutations.

Given that established circular permutations on y nodes represent a locally consistent
solution to the GC problem, the (y — 1)! circular permutations will be referred to as

solution regimes (o;). With Zéo) being the set of all solution regimes.

220) = {01,025 ... 6()(—1)!} (4-6)

Node i is said to be assigned to a solution regime at time ¢, if the sequence of colors
xi(t), Xia(t),s . o o Xig(y—) (t) € Zgo), thus establishing for every node a new time-series,
si(t), that tracks the evolution of solution regimes for one node over time. s;(t) = o will
be assigned if node i is not part of any solution regime at time t. Looking again at all
time-series s;(t) in conjunction, one can understand and visualize the evolution of order in
both space (across the ring and leader nodes) and time. Figure 4.8 visualizes the evolution
of the number of conflicts (c(¢)) across the entire graph and the evolution of solution
regimes on ring nodes over time for one instance of the GCD model. White patches
indicate nodes that do not belong to a solution regime at this point of time (s;(¢) = o).
Note that regions associated with the same solution regime may be incompatible, due
to either “unaligned” nodes in between and/or different “offsets” of the same circular
permutation.

58Since we look at y nodes and [Z¢| = y, this is equivalent to saying that at least one color does not occur
among the y nodes.
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FIGURE 4.8: Evolution of solution regimes on a ring-graph (ring-nodes only). White indi-
cates no solution regime (s;(t) = 0), y = 4,N = 60,s = 30,k; = 30,h = 1.

The two parts of Fig. 4.8 enhance our understanding of the temporal evolution of the
solution process, developed with Fig. 4.6. The decrease in node activity (Fig. 4.6) goes
along with a sharp drop in conflict-reduction speed. The initially high number of conflicts,
which resulted from the random initial coloring, is quickly reduced as nodes show high
activity. The solution regime plot unveils that this is achieved by nodes establishing local
solution patterns that are consistent for sections of the ring, thus reducing the number of
conflicting edges in the ring. The conflict reduction slows down significantly, as local
conflicting solution regimes “compete” to spread across the ring. We see solution regimes
disappearing and spreading as, for the largest part of the solution process, conflicts are
eliminated in a painstaking back-and-forth among agents, most of them situated in a
situation with just one conflict-minimizing color (the color corresponding to their local
solution regime).

Such compound analysis of the composite behavior of neighboring CA cells is not new.
Very early in the discussion of CAs in complexity science, phases and domains were
introduced as attributes assigned to a local neighborhood of cells: “Phases in cellular
automata may in general be described by ‘order parameters’ that specify the spatially
periodic patterns of sites corresponding to each phase” finds (PAckARD and WOLFRAM
1985, p. 927). In the investigated model, a solution regime can be understood as an order
parameter, as it describes the spatial configuration of cells (the sequential update rules
implies and Fig. 4.8 confirms that the temporal evolution is, in fact, much reduced as
compared to many update rules classically studies in CAs). A domain then refers to the
region that has adopted a certain order parameter, belonging to a certain phase (L1zIER
et al. 2008; PACKARD and WOLFRAM 1985). They are visualized by the different colored
patches visualized in Fig. 4.8, each defined by the locally established phase. L1zIER et
al. (2008) then investigate through the “application of a measure of local information
transfer into each spatiotemporal point” (ibid., p. 026110-2) that in particular particles,
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the boundaries between conflicting domains (the white patches of Fig. 4.8) are essential
for the transfer of information in the system. A compound investigation of neighboring
CA cells was also suggested by HOLLAND (1998) as a vehicle to attain a deeper level of
understanding of the dynamics of CAs. In particular, he suggests to interpret the combined
states of all cells forming a composite as a state of the composite (ibid., Ch. 10). This
idea is picked up here by associating a solution regime time-series s;(¢) describing the
composite state to every node time-series x;(t), describing the temporal evolution of each
cell.

As Hypothesis H, explicitly addresses the “interruption” of patterns, binary encoding of
si(t) can also be defined. In particular, let the time-series sf’i”(t) be defined as

1 = si(t) € Zg")

shin(r) = (4.7)

o otherwise.

When sg’ in(t) is 1, node i is “in tune” with its direct neighbors. While the color selection of
these nodes may be in conflict with other parts of the graph, the nodes can be assumed
to be in a local optimum, since the nodes between neighbors constitutes large parts of
the total number of edges and those can only be satisfied collectively when a circular
permutation is reached (a solution regime # o is attained). When the binary indicator
is 0, node i and its immediate neighborhood have been disrupted (or not allowed yet to
settle) on a locally consistent color allocation. Especially after the initial phase of high
node activity

4.5.2 MUTUAL INFORMATION AS A MEASURE OF LEADER NODE IMPACT

To measure the impact of leader nodes on the distribution of solution regimes throughout
the graph, the impact of the observation of the leader nodes’ states on the connected
ring nodes must be quantified. The impact of an observation on another process can
generally be measured by calculating conditional probabilities (PEARL 1988, Ch. 4.1). Such
information transfer “is widely considered to be a vital component of complex nonlinear
behavior in spatiotemporal systems” (L1zIER et al. 2008, p. 026110-1). The (time-delayed)
mutual information is an established way of measuring the flow of information from
sender to receiver (KIRsT et al. 2016). It is also among the most commonly applied measures
used to evaluate and rank information sources (PEARL 1988, Ch. 6.4.2), hence allowing
statements about the relative role and importance of system components (here: nodes in

the graph).

Given two random processes X and Y that can take values x € X and y € Y respectively,
the mutual information between X and Y describes the reduction in uncertainty about Y
that results from knowing the state of X (c.f. e.g. L1zIER et al. 2008). It is also known as
the conditional entropy of Y, given X and is analytically defined as (ibid.):

p(x,y) ) (0.9)

;YY) = ,y) 1l
I(X;Y) nyp(x y) log, ( S 2@
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While the base of the logarithm is not important, a base of 2 is commonly used as it
renders a result in bit. While the formulation in Eq. (4.8) is commutative w.r.t X and Y (the
direction of information flow is not defined), a direction is added by introducing a time
offset between sender and receiver. In particular, one can measure the “immediate” flow of
information from X to Y by calculating the impact (in terms of the mutual information) of
the stochastic process {X; : t € T} of the sender on the time-shifted process {Y;, : t € T}
of the receiver. The observation period of the process is, of course, limited, so the true
individual and joint probabilities cannot be measured. The observed relative frequency
of a node state is, however, operationally equivalent to the probability of this state and
can hence used to calculate mutual information (ibid.).

Mutual information will be calculated between a leader and connected ring nodes to
further investigate the role of leader nodes in the effect observed in Section 4.4. In
particular, and in accordance with Hypothesis H,, the mutual information flow between
sf’i”(t) of a leader node and sf’i”(t + 1) of a connected ring node (c.f. Eq. (4.7)) is measured.
This established a clear direction of the information flow — from the leader to the ring
node. The fundamentally changing nature of the solution process over time (in particular,
the different behavior at the start of the experiment) observed in Figs. 4.6 and 4.8 reasons a
more focused analysis, so the following analyses will focus on the mid 20% of the solution
process. This decision is justified, as the initial rounds of the solution process seem largely
driven by the evolution of local regimes and the rapid decrease of conflicts in the graph.
This initial process phase is largely driven by nodes adjusting the initial coloring to the
conflict-minimizing color, resulting in high activity and constant passing of “attention”
(c.f. Section 4.3.2) along the graph. The network structure, which establishes long-range
connections between nodes via the leader nodes cannot substantially contribute to this
local coordination process. Most of the time, however, is spent on aligning competing
solution regimes to find a globally consistent solution. The mid 20% of the solution
process are deemed prototypical of this part of the solution process, where the network
architecture can show its strength. The result of the mutual information analysis for
this subset of the solution process is shown in Fig. 4.9. Note that the measured mutual
information is an absolute value. Notably, no result normalization is necessary here,
unlike previous analyses of the number of color changes.

The results show a similarity between the flow of mutual information between leader
and ring nodes and the relative performance. In particular, for h = o, we observe a
curvilinear relationship of the mutual information that closely resembles the hypothesized
performance curve as a function of the “degree of autonomous control”. For h = 1, we
observe (as in Section 4.4) a more pronounced increase in information transfer with
almost no drop in information transfer for very low values of “autonomous control”.

This provides the first important piece of the puzzle of understanding the role and effect
of leader nodes: leader nodes drive the solution process by steering the process by which
ring nodes enter and leave local solution regimes. By cuing ring nodes to leave their local
optima (color configurations that minimize conflicts in the immediate neighborhood),
leader nodes support the process of solution regime alignment that, as Fig. 4.8 shows,
shapes the largest part of the solution process — in particular, the mid 20% for which the
mutual information is analyzed.
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FIGURE 4.9: Average mutual information transfer across edges from leader to ring nodes
in the mid 20% of the solution process for both connected and unconnected
leader nodes, y = 4, N = 60, s = 30., averages taken over 400 samples.

4.5.3 INVESTIGATING LEADER NODES AS NOISE-EMITTERS: SIMULATED
ANNEALING

The hypothesis that leader nodes drive the solution process not by internally agreeing on
a solution, but by steering the collective process of “experimentation” and breaking up
existing local solutions can further be substantiated, by actively modeling leader nodes
as noise-emitters meant to lead ring-nodes out of local optima. This process is similar to
a distributed Simulated Annealing (SA) optimization process that has been discussed as a
model for conflict-resolution processes in MASs by ARSHAD and S1LAGHI (2004) and for
organizational adaptation by CARLEY (1997) and CARLEY and DAVID M. SVOBODA (1996).
As a meta-heuristic to solve MILPs, SA has been applied to solve scheduling problems
(e.g. by FaTTAHI et al. 2007) and has also been applied to the GC problem (c.f. JouHNsON
et al. 1991). Should similar behavior be observed in the original model as well as the SA
adaptation, this would support the idea that leader nodes are not prescribing solutions,
yet much rather drive the solution process over time, and it would provide a powerful
metaphor to understand leadership in complex organizations.

SA was introduced as an optimization meta-heuristic by KIRKPATRICK et al. (1983). It
is inspired by the annealing process found in solids (EGLESE 1990; KIRKPATRICK et al.
1983). As molecules in a solid cooling down from high temperature incrementally lose
their ability to change their positions (as they could in the liquid state), SA describes a
local search algorithm where the probability of accepting an inferior solution, necessary
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to leave local optima, is a function of the difference in the target function value and a
control parameter, T, which is known as the temperature of the system. As the solution
process continues, the temperature decreases and the search algorithm becomes less and
less inclined to leave local optima — and explore decision alternatives outside the found
(local) optimum — and seeks to exploit/build upon the best solution found so far instead
(EGLESE 1990).

With this balance between exploration and exploitation, annealing has also been discussed
in the context of CLT as an apt model to conceptualize the emergence of order in CASs
from local activity by agents. UHL-BIEN et al. (2007) argue:

“This capacity to rapidly explore solutions can be illustrated with a problem
solving scenario called annealing [...]. In this scenario, multiple agents struggle
with localized effects created by a given environmental perturbations (or tension;
[...]). As these agents develop localized solutions, work-arounds, or related
responses, they affect the behaviors of other interdependently related agents,
who subsequently build on the original response to create higher-order responses.
[... ] In this process interdependent agents and CAS experiment, change, combine
strategies, and find loopholes in other strategies [...].”

— UHL-BIEN et al. (2007, p. 303)

To test whether leader nodes act as noise sources in the solution process, their behavior
will be changed to act as observers of a local search exercise, interfering according to
the observed “temperature” of the system. Setting the initial system temperature and
defining a functional relationship that describes the cooling-down process (the evolution
of T over time) are among the design decisions to be made when using SA (EGLESE 1990).
For the GCD experioment, instead of performing a continuous temperature decrease
over time (T is a function of time), the system temperature is coupled to the conflict
count time-series c(t). As the number of conflicts in the graph represent a distance
measure from a completely solved graph, the number of remaining conflicts provides
a gauge to assess the degree to which the search process has finished. To empirically
define a functional relationship between c(t) and the probability of leader nodes being
activated to re-consider their color-assignment, 100 runs of the normal GCD model are
analyzed and the share of leader nodes being excited (c.f. Section 4.3.2) is measured every
round. Averaged over multiple simulation runs, one can describe leader node activity as a
function of the conflict count c(t). This relationship is shown as a scatter plot in Fig. 4.10.

Visual inspection of the resulting functional relationship across multiple parameter tuples
leads to using a third-degree polynomial to smoothen the data and get a continuous
functional expression for the leader node excitation probability. This fitting was done sep-
arately for every network structure (every tuple G, as defined in Section 4.3.1). Figure 4.10
shows one such fitted polynomial.

For the case of connected leader nodes, the leader nodes are treated as a single decision
making entity. Unlike the original GCD experiments, leader nodes are not excited through
attention propagation, but the excitation probability is determined by the conflict count
and the fitted polynomial instead. Upon excitation, the joint leader nodes now have
a different decision space, as they cannot collectively choose one color. Instead, their

decision space is the space of feasible solution regimes (Z(C?)), from which the combined
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FIGURE 4.10: Average share of leader nodes excited in a given round as a function of the
conflict count in the network and the maximum likelihood fit of a third-
degree polynomial to the data, y = 4,N = 60,s = 30,m = 30,h = 1.
Averages takes over 100 experiments.

leader node entity may choose a conflict minimizing option by the same principles, as
outlined in Section 4.3.2.

For unconnected leader nodes, such collective decision-making seems an inappropriate
assumption as the nodes have no direct link to share information. Instead, each leader
node is modeled individually (and with the known solution space of colors %¢). Node
excitation however is again not arriving through attention waves, but induced through the
observed conflict count. In particular, the probabilities measured through the experiments
in Fig. 4.10 are converted to account for separate entities, by calculating the corresponding
individual excitement probabilities. To calculate the individual excitation probabilities
corresponding to the observed overall excitation level in Fig. 4.10, a binomial distribution
is used. Let pops be the probability observed in Fig. 4.10 and p;p,g the individual excitement
probability in question, then it should hold that

n

f(n=x,p=pinak=y) = (k) (= )" = pops. (4.9)

Since n = y and hence (Z) = (i) = 1and (1 — p)¥¥ = 1, this expression is readily
transformed to:

1

Pl = Pobs & Pind =P (4.10)
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FIGURE 4.11: Relative performance when leader nodes are controlled through simulated
annealing, N = 60, y = 4,5 = 30, averages taken over 100 samples. Experi-
ments for degrees of autonomous control 8o 80% (low values of kr) were not
completed due to excessive time and memory use.

With this work in place, one can now compare the results for the relative performance
between the original GCD model and the model where leader nodes are controlled
according to the SA fiction. As Fig. 4.11 shows, the results are very comparable. For
unconnected leader nodes, Fig. 4.11 shows almost identical relative performance values.
In particular, the curvilinear relationship between the degree of autonomous control
and the relative performance is maintained. For A = 1 (fully connected leader nodes),
on the other hand, Fig. 4.11 shows significant absolute differences for fully connected
leader nodes. While maintaining a similar overall shape, relative performance is higher in
the SA scenario as compared to the standard GCD model. This result however is readily
explained: As mentioned above, the leader nodes were modeled in the connected case as
a single decision-making entity with a different (in particular: larger) decision-making
space. The increased information horizon (the union of the nodes connected to any
leader node) and the ability to choose a regime, minimizing conflicts for all leader nodes
collectively (not simply a color), should give it a decisive advantage.

4.5.4 RESULTING UNDERSTANDING OF LEADER NODES IN GCD

The results of Sections 4.5.2 and 4.5.3 provide the following understanding of the impact
of leader nodes on the DCSP solution process modeled through GCD: The high color
change frequency of leader nodes, combined with the mutual information analysis, imply
that leader nodes drive the solution process in the ring — in particular, they seem to
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be involved in disrupting solution regimes in the ring nodes (as implied by the mutual
information between the sf’ ' time-series).

The simulated annealing models manages to reproduce the increase in performance as
leader nodes are given more edges. The role of leader nodes (with relatively a few edges)
is readily described as “noise sources” that manage to insert sufficient random informa-
tion into the ring to prompt the ring graph nodes to leave local, globally incompatible,
solution regimes. The receding, yet prominent, color-change activity of leader nodes (as
compared to ring nodes) gives them a role reminiscent of noise in simulated annealing.
The performance increase however, eventually levels off. This is an example of the law of
diminishing returns: the impact of the first few links from leader nodes to ring nodes
is dramatic. With higher leader node connectivity, all neighborhoods, on average, are
reached and a further increase in the performance requires a much larger number of links

to be added.

As leader nodes gain even more edges, the main qualitative difference between connected
and unconnected leader nodes is the decrease in relative performance, observed with
unconnected leader nodes (h = o), that appears, once leader nodes are connected in excess
of roughly 50 — 60% of possible ring nodes. For the case of y = 4 mainly reported here,
this is the case once the average ring node is connected to 2 to 3 leader nodes.

In this regime of pronounced central coordination, the communication between leader
nodes becomes inevitable in reducing incompatible information transmitted onto the ring
nodes. The more such intra-leader node coordination is missing (the smaller the value of
h), the more leader nodes seem overburdened with providing meaningful information to
ring nodes. This captures the concern of HORLING and LESSER (2004) about federated
agent structures, that the mediators (the leader nodes) can become the bottleneck of
the coordination process. In this part of the parameter space, we notice a decrease in
performance, yielding the often invoked, curvilinear relationship between the degree of
“distributed” control and (relative) performance.

This understanding of leadership mechanisms in CAS is in line with previous hypothe-
ses in organization theory — in particular in CLT: The analysis reported here largely
confirms Hypotheses H, and H;. The curvilinear performance shape, while supporting
Hypothesis H,, was not directly predicted. The results imply that the mechanisms of
leadership expressed in Hypotheses H, and Hs;, while generally true, are constrained by
the information processing and communication capacity of and between agents. The
outstanding impact of direct communication channels between leader nodes play in
regimes of high involvement of leaders has so far not been discussed in the organization
theory literature.

4.6 RELATING TOWARD APPLICATION: A FORWARD MODEL

The previous section has developed a functional understanding of the differences in
relative performance — induced by network structure — for the GCD problem, which was
established as a minimal example of a DCSP. It could be shown that the control network
architecture has a distinct impact of the ability of agent networks to “agree” on a correct
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and consistent solution. In this section, the focus is on the second function of control in
RASs: ensuring efficiency of the attained solution.

The GCD model in the form explored so far does not provide anything resembling classical
PPC performance metrics (c.f. Section 2.1.3). In fact, it does not have any notion of time.
This section will present an extension of the GCD problem discussed before, called the
forward model, that introduces time and allows us to measure not only the quality of
the coordination process (as done so far, by measuring the number of color changes
required), but the quality of the attained solution. In doing so, the gap between GCD
as a DCSP as well as the tasks and performance measures usually applied to PPC can
be narrowed. In a forward model setting, the data observed from the original model is
acted upon to attain a translated dynamic behavior that can be interpreted in terms of a
more realistic application domain. As an example from neuro-sciences, STEPHAN et al.
(2008) use a forward model to “translate” the results of their minimal model of neuronal
excitations into the domain of functional magnetic resonance imaging (fMRI), attaining
similar statistical properties as observed empirically.

Transferring results of a GCD model to classical job-shop scheduling problems (i.e. no
machine flexibility) was first considered by FABIUNKE. In FABIUNKE (1999) and FABIUNKE
and Kock (2000), the authors constrain the DCSP by a maximum makespan 7 that has
to be reached. In their model, agents represent operations and have to agree on starting
times (node states) such that the resulting schedule is valid and has a makespan < 7. This
interpretation of color states as timeslots (c.f. also Section 4.2.2) allows them to introduce
a constraint on minimum performance (maximum makespan), without changing the
nature of the model from a DCSP to a constrained optimization problem.

4.6.1 FORWARD MODEL SETUP

To map the GCD model toward the domain of PPC, the following modifications to the
original model are applied while maintaining the original interpretation of ring nodes rep-
resenting operations and colors representing machines: A time component is introduced,
which is not equal to a round in the GCD model. Instead N + y (the total number of nodes
present in a model with y leader nodes) rounds are (arbitrarily) set to equal one unit of
time, determining a relative dependence between the speed of agent decision-making
(occurring in rounds) and time passing in a distributed scheduling setting.

Operations will be allowed to decide for one machine (color) and enqueue for processing
there. Across all machines and operations, a processing time of 1 time unit will be assumed.
Note that leader nodes are not considered as operations, they are solely added to support
(or stifle) coordination. Given that agents can only access local information, the best
proxy for the optimality of the local decision (machine assignment) by an agent has to be
the number of conflicts with its immediate neighbors. Likewise, the time since the last
change in color, the result of a change in the agent’s “cognitive map” (LICHTENSTEIN et al.
2006, p. 5), has to be the agent’s best available proxy to determine whether a sufficiently
stable global solution has emerged to commit to the current local assignment, i.e. enqueue
at the currently preferred machine (the machine corresponding to the current color).
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For obvious reasons, the optimal makespan is & time units. Deteriorations may occur for
one of two reasons: First, when the stream ofx operations settling for processing at one
machine breaks down, the machine may become idle. As the total work content is constant,
this “lost” time leads to a higher makespan. On the other hand, if operations prematurely
settle for one machine, an uneven load across the y identical parallel machines means
that some machines would be idle, while others still have to finish the operations that
have decided to enqueue there. So, both overhasty and overcautious agent behavior can
cause deteriorations in shop floor performance. To model this trade-off, a freezing time
parameter f is introduced that indicates how many time units (again: not rounds) an
agent’s “cognitive map” (i.e. color choice), the idea of the best local decision in the context
of the observed partial problem, has to have remained unchanged in order for the agent
to place sufficient “trust” in its perception and decision to “finalize” it and enqueue at the
corresponding machine.

In summary, the forward model creates a scheduling (an assignment of operations to
machines and a sequencing of operations on each machine) in accordance with the
following rules:

1. A ring node (operation) that has not changed its color during the previous f units
of time will be assigned to the machine corresponding to its current color for
processing.

2. A node assigned to a machine in this way will be “removed” from the graph, i.e.,
will not be updated or influence the color changing decisions of its neighbors any
more.

3. Nodes assigned to one machine will be processed according to a First In — First Out
(FIFO) priority rule.

4. Machines need 1 time step to complete one operation. Additional jobs being queued
at that machine during this production time will be delayed accordingly.

4.6.2 FORWARD MODEL RESULTS

Given the above setup, the performance (here: the makespan) can be measured as a
function of the degree of autonomous control, the connection between leader nodes (h),
and the freezing parameter f. Since this is an absolute value, no result normalization is
applied.

The results are shown in Fig. 4.12. All result plots in this section have an inverted y-scale
so that high makespans are visually represented as low performance. A “medium” value
of f = 5 is investigated first. The results are shown in the second stacked subplot of
Fig. 4.12. They resemble the original GCD results (Fig. 4.5(a)). In particular, they exhibit a
curvilinear relationship between the degree of autonomous control and performance for
unconnected leader nodes and a peak, much further shifted toward centralized control,
once leader nodes are connected.

In order to test Hypothesis H,, the freezing parameter f is now changed. The upper part
of Fig. 4.12 shows the result for f = 1, a short freezing time. Agents under this setting
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settle quickly for solutions, making “incorrect” freezes (freezes that load the machines
unevenly) more likely. Successful control architectures in this environment must be able
to support the quick creation of local solution patches to reduce scheduling conflicts.
In the optimum, the performance values for f = 1 are hence below those for f = 5.
More importantly, the peak is clearly shifted to the “right”, regions of higher degree of
autonomous control. In settings where agents (have to) settle quickly for solutions, it
appears that network architectures exhibiting low degrees of hierarchy/high degrees of
autonomous control are (relatively) best suited.

In comparison, a situation with long freezing times — in particular f = 10 — is shown in
the lower third of Fig. 4.12. The plot has the same y-axis range as the plots above and
thus large parts of the results are invisible. Notably however, the peak performance for
both connected and unconnected leader nodes is now reached for very low degrees of
autonomous control (leader nodes have many edges). In this situation, where agents are
“careful” in settling for a color (machine), a successful control architecture must seek to
effectively communicate existing scheduling conflicts in the graph while allowing the
nodes to freeze to a color (assign themselves to a machines) by muting unhelpful “noise”
transmitted along the communication edges.
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FIGURE 4.12: Makespan (inverted to show performance) of the Forward Model experiments
for freezing parameter values f = 1,5,10 (top to bottom) as a function of
the degree of autonomous control for both unconnected and fully connected
leader nodes, y = 4, N = 60, s = 30, averages taken over 100 samples.
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4.7 DISCUSSION

The reported research allows the formulation of a new view on the role of hierarchy as
a performance-mediating factor in distributed systems. The results w.r.t. the “optimal”
degree of autonomous control as well as its dependence on the optimization horizon give
analytical evidence for long-held beliefs not only in the PPC community (c.f. Sections 2.3
and 4.1.2).

OPTIMAL BALANCE OF CENTRALIZED AND DECENTRALIZED CONTROL — THE
RoLE oF LEADERSHIP AND INFORMATION TiIME HORIZON

The minimal model analysis validates findings from production research and organiza-
tional science, indicating that the highest level of performance is achieved for a mixture
of centralized and decentralized control. Going beyond the previously established hy-
potheses, this thesis finds the role of information exchange among leader nodes to be
central for both (1) the overall peak performance and (2) the location of the performance
maximum on the scale of control architecture.

These findings provide empirical evidence for the propositions of several scholars and
validate Hypothesis H,.

H,: In complex systems, a balance between centralized and distributed control
leads to the highest performance.

ENABLERS AND MECHANISMS OF LEADERSHIP IN COMPLEX SYSTEMS

The research reported in this chapter shows that (1) the introduction of strategically
located nodes (leader nodes) with access to dispersed parts of the organization (the
ring graph) can add to the coordination capacity (and overall performance) of a control
architecture. (2) Connections between leader nodes that give access to other leader nodes’
information can significantly increase this effect. Both findings stress the importance of
leader nodes as aggregators and transmitters of global information.

These results validate Hypothesis H,.

H,: Leaders use information asymmetry and facilitate the coordination pro-
cess; they enable conflict solving among agents by interaction, exchange of
information and emergence.

By defining solution regimes as circular permutations of colors on the ring, one can ana-
lytically conceptualize, visualize, and measure the evolution of local patterns of behavior
on the graph. By evaluating the time-series of a leader node, entering or leaving a solution
regime, and the time series of the connected ring nodes, one can see a flow of information
very similar in shape to the observed relative performance curve.

There is hence strong evidence in favor of Hypothesis H,.
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H,: Leaders disrupt existing patterns of behavior.

These findings indicate the high importance of hierarchical features in the control archi-
tecture even in situations, where nodes in higher levels of hierarchy have no different
authority or decision-making capability than their “subordinates”. The observed effect is,
therefore, an emergent phenomenon mediated (as shown) by the network architecture.
The conducted experiments indicate that even in systems relying on emergent organiza-
tion, some level of hierarchy can be beneficial for system performance, as it provides the
ability to aggregate and spread information (c.f. HELBING et al. 2006a).

The investigation of the forward model further allows us to investigate the effect of hier-
archy on performance duality in the larger context of changing environmental conditions
for companies. The reported results w.r.t. the optimal degree of autonomous control in
the forward model are clearly dependent on the freezing time parameter f, representing
the time-horizon given for coordination. In particular, more hierarchical control archi-
tectures are appropriate in situations where longer time can be given for coordination.
As we decrease f, coming close to the “soft-real time” requirements posed on many
information systems in the context of production control, there is a clear shift toward
more decentralized control architectures. Hypothesis H, can, therefore, also be validated:

H,: The optimal balance of centralized and decentralization control architecture
is a function of the optimization time horizon considered.

For industrial practice, these findings strengthen the role of management even in complex
perceptions of organizations and indicate that organization structures, communication
routines, instruments, etc. should be designed according to the specific structural and dy-
namic environmental conditions. Leaders can facilitate global optimization in distributed
systems by exchanging information and preventing local optima that can emerge due
to institutional barriers. The most interesting finding here is that the communication
among managers appears to be critical to positively influence performance.

4.8 DIRECTIONS FOR FUTURE RESEARCH

Four main avenues of future research seem promising:

The first concerns the extension toward different network architectures. This chapter
has investigated small-world ring graphs with artificially added levels of hierarchy. A
worthwhile extension would be the discussion of networks where “leaders” emerge
naturally. The most prominent example being the widely studied class of scale-free graphs
(BArRABAsI and ALBERT 1999), where the so-called hubs, nodes of outstandingly high
degree and centrality, emerge naturally as the result fo a “rich getting richer” network
generation scheme. There is an existing body of literature on the role of these hubs in
dynamic processes (GOLDENBERG et al. 2009; MULLER-LINOW et al. 2008; SANTOS and
PACHECO 2005; WANG and CHEN 2002) to which investigation of the GCD model could add.
In particular, scale-free graphs do not require a binary classification of nodes into leader
and non-leader nodes, as necessary/implied in the investigation of ring graphs. Using the
established information transfer as the litmus test of leadership (Section 4.5.2), the GCD
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model could help researchers to answer the question if and how many hubs in scale-free
networks act as leaders. On the side of networks with artificially induced hierarchy, the
hierarchical networks presented in (Ravasz and BARABASI 2003) provide the opportunity
to extend the investigations reported here towards multi-level hierarchies.

Second, the role of information quality seems worthy of investigation. The impact of lost
or incorrectly transmitted information in GCD settings has already been investigated in
FrrzpaTrick and MEERTENS (2001), but gains additional importance especially in the light
of findings on the role of leader node interconnections. Three possible information errors
can be distinguished: the erroneous perception of a neighboring node’s state, a time-delay
in status transmission, and random color changes (errors in true colors). Doing so could
enhance our understanding of coordination and leadership as information transmission
and computation processes and the impact of network architecture on the effectiveness
of these processes.

The third avenue concerns the focus on direct neighbors in the information exchange be-
tween agents. ESTRADA and VARGAS-ESTRADA (2013) show that for continuous consensus
problems on graphs and leaders fixed in their state (not adopting to their environment),
any node (independent of e.g. centrality) seems evenly capable of leading the coordination
process, when agents’ decision making also considers their indirect neighbors (larger
information horizon).

Finally, the most promising (from a PPC point of view) and most daunting avenue is the
evolution toward more realistic application scenarios. The forward model of Section 4.6
has taken an important first step in this direction. However, it falls short of most scheduling
scenarios, as it does not consider, e.g. sequencing constraints between multiple operations
of one job. A natural extension of the experiments made here would be to apply GCD
on directed and disjunct graphs, which would make it possible to apply it also to graph
representations of real job-shop (BLAZEwIcz et al. 2000; Roy and SUSSMANN 1964) and
flexible job-shop (BLunck and BENDUL 2015; DAUZERE-PERES et al. 1998) scheduling
problems.
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CHAPTER FIVE

CAPACITY DIMENSIONING FOR
DisTRIBUTED CONTROL

“Tt is not always appreciated that in a severely practical
subject [... ] there is need for theory. However, the
history of science suggests that progress in any field of
research can best be achieved by a judicious mixture of
practical experience, experiment, and theory.”

WARDROP (1952, p. 326)

Previous Publications

The contents of this chapter, in particular the problem description, motivation,
and the iterative approach in Section 5.6 have previously been published in:

Henning BLUNCK, Dieter ARMBRUSTER, and Julia BENDUL (2016). “Simultaneous
Workload Allocation and Capacity Dimensioning for Distributed Production
Control.” In: Procedia CIRP 41. Research and Innovation in Manufacturing: Key
Enabling Technologies for the Factories of the Future - Proceedings of the 48
CIRP Conference on Manufacturing Systems, pp. 460 —465. ISSN: 2212-8271. DOI:
10.1016/j .procir.2015.12.117

The analytical approaches (incl. the shown definitions, lemmas, theorems, and
corollaries) have been published in:

Henning BLUNCK, Dieter ARMBRUSTER, and Julia BENDUL (2017). “Setting pro-
duction capacities for production agents making selfish routing decisions.”
In: International Journal of Computer Integrated Manufacturing. Special Issue:
Cyber-Physical Product Creation for Industry 4.0. por: 10.1080/0951192X.
2017.1379097

Chapter 3, in particular Section 3.3.1, provides motivation to study the impact of system
design on the performance of distributed PPC problems. In this context, this chapter
discusses the impact of capacity dimensioning on the collective behavior of product
agents. Unlike in the previous chapter, the goal of the analysis presented here is not
to improve a direct measure of performance. Instead, the goal is to attain a (long-term
average) predictable flow distribution as the collective result of the decision-making of
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5.1 PROBLEM MOTIVATION

many selfish acting agents in the sense that it leaves every machine in the system with
a-priori determined utilization levels.

Finding that new methods for capacity dimensioning are necessary, this chapter does
not only address research question Q,, but also provides a glimpse into a new approach
to manufacturing system design: By truly incorporating a constructionist bottom-up
design approach, this chapter highlights the consequences of more strategic decisions (in
particular: production system design) when being performed as a function of low-level
design decisions on agent behavior.

5.1 PROBLEM MOTIVATION

To understand better, why the capacity dimensioning problem is of interest in the context
of distributed PPC, this section will (1) quickly introduce the capacity dimensioning
problem (Section 5.1.1) and (2) “traditional” approaches to solve it under a reductionist
top-down planning approach (Section 5.1.2). Then, Section 5.1.3 discusses how intelligent
products making selfish routing decisions violate the assumptions of the traditional
approach.

5.1.1 THE CAPACITY DIMENSIONING PROBLEM

(Capacity) “Dimensioning is the quantitative determination of capacities/resources such
as the number/measurements of all of the equipment [...] and the calculation of costs”
(ScHENK et al. 2010, p. 81). The process, which includes calculating resource requirements
(in units of work content per time period) and subsequent dimensioning of capacities,
is an important subproblem in the design of production systems (c.f. CHRYSSOLOURIS
2006, Ch. 5.1; SCHENK et al. 2010, Ch. 3; KOREN 2010, Ch. 7.2); it is usually part of a larger
sequential factory planning process like the “o+5+X Model” by SCHENK et al. (2010).

Capacity decisions have immediate impact on initial investment, operating cost, and
the ability of companies to meet future demand, as they provide an upper bound on the
amount of goods and services that can be produced and sold (STEVENSON 2009, Ch. 5;
Hoprp and SPEARMAN 2008, Ch. 18). The dimensioning decision is widely acknowledged to
impact other performance criteria, such as WIP and throughput time, thereby establishing
a trade-off in which the designer of production systems has to navigate (c.f. e.g. BITRAN
and MORABITO 1999; BITRAN and TIRUPATI 1989; NEGRI DA S1iLvA and MORABITO 2009;
STEVENSON 2009, Ch. 5).

5.1.2 THE TRADITIONAL APPROACH

As this section will show, models for manufacturing system design commonly use a “fluid
modeling approach” where the analysis abstracts from individual items (products) and
focuses on aggregated flows of products. Such approximation is the natural consequence
(on the side of modeling approaches) of the hierarchical decision-making nature in
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the management of manufacturing systems (c.f. Section 2.1.3) (CHEN and MANDELBAUM
1994; c.f. also CAsSSANDRAS and LAFORTUNE 2008, Ch. 11.9), given the strategic nature and
importance of the capacity-dimensioning decision.

This section will argue, based on a review of existing literature, that two assumptions
are central to the successful application of traditional capacity-dimensioning approaches:
(1) flow distribution of products over process path (or machine) alternatives are fixed as
an input to the capacity dimensioning process and (2) capacities are calculated based on
these flows, adding extra capacity beyond the calculated demand. Figure 5.1 shows the
traditional approach formally.

Traditional Approach (Single Commodity Case)
1. Nodes are buffers, edges are machines.

2. Define possible production paths.
Here: solid and dashed path over 4 different machines combined.

3. Distribute flow demand among (subset of) paths.
Here: Total flow A = 1, path flows A, = A, = 0.5.

4. Calculate capacity demands per machine/edge (f;-f,).

5. Set resource capacities (p,-1,), given u”, i.e. y; = %
Here: u* = 0.8 for all edges.

FIGURE 5.1: Traditional approach to capacity dimensioning. Notably, capacities are set,
after flow distribution is known, and thus this traditional approach to capacity
dimensioning does not work when flow distribution is decided at run time!
Figure from BLUNCK et al. (2017).

THE FixEp FLOW-DISTRIBUTION ASSUMPTION

The traditional way to estimate the amount of required capacity has been to divide the
expected work content per time-period to be processed at a given machine by the amount
of time available per time period in machine is available for processing. Kusiax (1987)
and MILLER and DaAvis (1977) show that academic and practitioner-oriented literature has
featured this approach since at least the 1950s.5?

With the rise of Flexible Manufacturing Systems (FMS) in the 1980s, machine alternatives
complicated the problem (hence called the “equipment requirements problem” by Kusiak
(1987)), as products could feasibly been produced by different machines, even using
different processes. The resulting larger decision space has led to the development of
optimization models to find the (cost-) optimal combination of machines for a given
production program or to maximize output for a given investment (c.f. ASKIN 2013; BARD

59MiLLER and DAVIs (1977) already include an “efficiency of use” factor, which corresponds to the target
utilization assumption discussed in the next subsection.
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and FEO 1991; LEE et al. 1991; TETZLAFF 1995; KOREN 2010, Ch. 7.2; and LEE et al. 2006, for
a review).

While these approaches seek to minimize investment cost, the static modeling approach
fails to consider dynamic system properties, especially the existence/length of queues in
front of machines. These waiting times can be estimated and considered in manufacturing
design methods based on queuing networks (reviewed e.g.by SoLoT and van VLIET
1994; VISWANADHAM et al. 1992, again focusing on FMS). While for FMS closed queuing
networks are commonly used (where tokens represent a limited set of pallets carrying
products), open queuing networks for general purpose manufacturing systems have
been investigated, e.g. by CHANDY et al. (1977), JACKsON (1963), Kim and KAMEDA (1992),
and TANTAWI and TOWSLEY (1985). Queuing models can be connected with optimization
approaches to determine the optimal capacity allocation (in terms of mean latency), given
budget constraints (BITRAN and TIRUPATI 1989; DITTEL et al. 2011).

Distributed approaches have been taken to the capacity-dimensioning problem as well:
A bio-inspired approach to network formation and capacity dimensioning using the
slime-mold physarum polycephalum is presented by TERO et al. (2010). ARGONETO et al.
(2008, Ch. 6) present an approach where agents bargain over the distribution of a fixed
amount of capacity between machines. The dynamic (and distributed) adjustment of
capacities to variations in demand as well as machine failure has been investigated by
DurrIE and collaborators, e.g. in DUFFIE and SHI (2010), DUFFIE et al. (2012), and JEKEN
et al. (2012), where initial capacities were set “traditionally”.

Importantly, all the presented approaches either take a flow distribution (a distribution of
product demand over alternative process paths) as input or — in the case of optimization
models — establish the flow distribution as an output alongside the capacity dimensioning.
The flow distribution is decided during the manufacturing system design stage, and does
not account for decision-making at the production execution stage, e.g. through intelligent
products (succession instead of hierarchical planning, c.f. Section 2.2.1).

THE TARGET UTILIZATION ASSUMPTION

While the above-discussed approaches can calculate the “optimal” distribution of flows
across process path alternatives and (by extension) the capacity demand by machines,
it is widely acknowledged that capacity supply should exceed, and not just match, the
demand.

This deliberate gap between required and provided capacity is called “tactical underuti-
lization” by SCHONSLEBEN (2012, Ch. 13.1.1). The utilization rate more broadly refers to the
ratio of used capacity and available capacity, i.e the share of time (a relative number, usu-
ally expressed in %) when the machine is busy (c.f. e.g. PApADOPOLOUS et al. 1993, Ch. 2.4.1;
Hoprpr and SPEARMAN 2008, Ch. 8.5.1). The intentional decision for underutilization (any
utilization below the theoretical optimum of 100%) can be motivated through a variety of
considerations:

The first, and most mundane, idea is that the fluid approach to demand calculation will
inevitably disregard factors that either add to capacity demand or lower the available
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capacity. STEVENSON (2009, p.179) differentiates between effective and design capacity,
stating that “Effective capacity is usually less than design capacity owing to realities of
changing product mix, the need for periodic maintenance of equipment, lunch breaks, cof-
fee breaks, problems in scheduling and balancing operations, and similar circumstances”.
SCHENK et al. (2010, Ch. 3.2.3) mention, among others, setup times, machine unavailability,
time spent producing faulty products, and sick hours. Within the literature on Total Pro-
ductive Maintenance (TPM), an Overall Equipment Effectiveness (OEE) value measuring
the ratio between time spent producing quality output (equal to the calculated capacity
demand) and the theoretically available capacity (maximum speed production around
the clock) of 85% is already considered “world class” (DAL et al. 2000).

Second, the above-mentioned trade-offs, which are associated with capacity dimensioning,
imply that an intentional decision to acquire excess capacity allows the production system
designer to position the system along the trade-offs between capacity investment and high
utilization on the one hand, and other performance indicators, such as low throughput
times and low WIP, on the other hand.

Finally, knowing the utilization rate and either capacity demand or supply allows one
to make predictions about the dynamic properties of the respective machine during
operation. In particular, the field of queuing theory has derived analytical expressions
or approximations for many situations to predict dynamical properties — in particular,
the sojourn time (the total time spent by a product at a machine, both waiting and in
process). In general, the expressions will show an increase in sojourn time with increasing
capacity demand (utilization) (c.f. e.g. the Overview of results in PAPADOPOLOUS et al.
1993, Appendix B). For many simple queuing systems, the sojourn time will go to infinity
as utilization approaches 100%. Setting a target utilization < 100% then allows to bound
the absolute value of the expected sojourn time. Since the first derivative of the clearing
function generally increases with increasing utilization as well, limiting the utilization rate
also limits the impact of small deviations from the expected utilization on the experienced
throughput time.

In this chapter, this intentional under-usage of capacity is conceptualized by assuming
a “target utilization” level u* € (o, 1) for every machine in such a manner that given

capacity demand f, the installed capacity will be a = %, resulting in a capacity utilization
ofu = ch = fu* = u”. Note that the commonly applied idea of intentionally determining

bottleneck machines (based on their high investment cost or role for product release,
c.f. GOLDRATT (1999)) is absolutely compatible with this view when such machines are
assigned a higher target utilization level. Notably, even for bottlenecks, a 100% target
utilization does not lead to optimal target achievement across performance indicators
(CHAKRAVORTY and ATWATER 2006).

5.1.3 CONCEPTUAL PROBLEMS WITH THE TRADITIONAL APPROACH UNDER
AutoNnomous CONTROL

One of the major ideas behind the development of distributed PPC systems is to exploit
system-inherent flexibility potentials at runtime (BRENNAN and NORRIE 2003; WINDT
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et al. 2010a). Previous chapters have also discussed the notion of selfish decision-making
in the context of distributed PPC. Tay and Ho (2008) note that the routing decision (i.e.
the decision between alternative production paths) is usually implemented by comparing
the queue lengths of the machine candidates which, in turn, depend on the installed
capacity. It can, therefore, be assumed that capacity decisions influence the behavior of
intelligent products. In fact, the interplay between short-term machine capacity changes
and the resulting changes in the behavior of intelligent products has already been studied
through both discrete and continuous model classes (c.f. JEKEN et al. 2012; KArIMI et al.
2010).

The flow distribution in the context of distributed control hence should be considered as
a function of the capacity distribution as well. Adding this to the sequential relationship
between flow and capacity distribution discussed earlier and assumed in the existing
sequential factory planning processes (c.f. Section 5.1.1), we attain a feedback loop between
flow and capacity distribution, shown in Fig. 5.2.

structure &
layout

production flow
program distribution

capacity
dimensioning

Intelligent products route based
on queue length information.

FIGURE 5.2: Conceptual problem with the traditional capacity dimensioning approach
under systems with distributed control. Now, the flow distribution depends
on the capacity distribution, forming a circular reference. Planning process
adapted from SCHENK et al. (2010, Ch. 3.2). Figure from BLUNCK et al. (2017).

This impact of distributed control on the assumptions of capacity-dimensioning is not a
purely academic discussion. As already discussed in Section 1.3, a lack of performance guar-
antees and predictability is currently hindering the adoption of agent-based distributed
PPC systems (MARik and MCFARLANE 2005; TRENTESAUX 2009), with performance pre-
dictability only possible through extensive simulation studies (MARik and MCFARLANE
2005).

5.2 GOAL: FINDING UTILIZATION-ATTAINING
FLOW-DISTRIBUTIONS

Section 5.1.2 has found capacity dimensioning using set target-utilization levels to be
widely applied in traditional top-down manufacturing system design methodologies.
As capacity dimensioning is part of the wider PPC problem (c.f. Section 2.1.3), setting
production capacities, as described in Section 5.1.2, can be considered to represent the
“traditional”, hierarchical PPC approach. Section 5.1.3 has contrasted this with a new reality
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where intelligent products make selfish decisions. In this chapter, the idea of intentionally
setting target utilization levels as a desirable trait of the traditional hierarchical PPC
approach is transferred to the era of distributed PPC.

As Section 5.1.3 has shown, predicting the flow of products and hence the utilization of
capacity under a distributed PPC assumption requires to break the circular relationship
between capacity and flow distribution constituted by the interplay between classical
capacity dimensioning ideas on the one hand and the selfish routing of intelligent products
on the other hand. The goal is to define a capacity distribution in such a way that the
resulting flow distribution of intelligent products, assuming selfish decision-making,
results in each machine being utilized at the target utilization level. This chapter will call
such flow distributions utilization-attaining.®°

This chapter will discuss multiple angles regarding the construction of such utilization-
attaining flow distributions. It will try to answer the following questions that are concre-
tions of research question Q, in the context of capacity distribution:

1. Do utilization-attaining flow distributions exist?
2. If so, how can they be found/characterized?
3. Can we identify an “optimal” such distribution?

4. Does capacity dimensioning based on utilization-attaining flow distributions neg-
atively influence other desirable properties of manufacturing systems — i.e. are
there trade-offs?

5.3 MODEL LANGUAGE: CONGESTION GAMES ON NETWORKS

To understand the interplay between capacity distribution and product flow better, this
chapter turns to a model class that combines non-cooperative game theory, which has
been shown in Section 1.5.4 to be a good tool to investigate the collective dynamics of
agents, and queuing theory, which has already been discussed as a tool to investigate the
impact of capacity distribution: This model class is called network congestion games. This
section will introduce important concepts from both game theory and queuing theory
that are necessary to analyze manufacturing systems as congestion games on graphs and
provide more reasoning as to why this constitutes a feasible model class for the analysis
of distributed PPC systems.

5.3.1 GAME THEORY: TERMS & DEFINITIONS

In non-cooperative games, selfish acting agents (called: players) seek to adjust their actions
to each other (i.e. coordinate) to maximize their individual payoffs. A stable solution to
such a coordination game “constitutes an equilibrium, a compromise that assures somehow
‘maximal’ attainment of the different interests of all involved individuals” (OssowsKI 1999,

%°This will be defined more formally in Section 5.4 (Definition 5.1).
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p. 23). In particular, an equilibrium in a non-cooperative game among a finite number of
players that assigns every player (a mix of) strategies (decision alternatives) in such a
way that no player has an incentive to change its own strategies for lack of possibility
to unilaterally improve its own position is called a Nash Equilibrium (NE) (BASAR and
OLSDER 1998, Ch. 3.2). The Nash equilibrium describes for each player the best strategy
(mix), i.e. the mix that maximizes profit or minimizes cost, given the decisions of all other
players. When applied to manufacturing systems under distributed control, the NE helps
to approximate in the the collective behavior of product agents long term average taking
routing decisions.

In particular, this chapter looks at congestion games (introduced by ROSENTHAL 1973),
in which players distribute demand over (a subset of) facilities. Where multiple players
choose the same facilities, they face cost (congestion). Players seek to minimize the
congestion they observe. ROSENTHAL already suggested to use their model to analyze
the behavior of road users and the interaction between supply and demand. In network
congestion games in particular, player strategies are equated with paths in a network
(Horzman and LAw-YONE 1997; MEYERS and ScHULZ 2012). Players with the same set of
alternative strategies (paths) represent one commodity. Congestion games describe the
response of agents, as they make routing decisions and face congestion/cost in return.
Hence, this particular game is a good representation of the collective behavior that one
can expect from intelligent products which have to make routing decisions in response
to (and with the intent to avoid) congestion in terms of waiting times at machines.

Congestion games are part of a larger class of games called potential games (MONDERER
and SHAPLEY 1996), which requires the existence of a real-valued function that for each
user identifies the change in utility resulting from a deviation from its current strategy
(ALTMAN et al. 2006). Thus, it allows to identify equilibria as the result of an optimization
problem (c.f. SANDHOLM 2001).

Notably, the players in the (network) congestion games of ROSENTHAL (1973) and in
the potential games of MONDERER and SHAPLEY (1996) are individual users placing their
individual flow on one decision alternative. As this research again tries to abstract
from individual users (or agents), the number of players increases, while each players
contribution to the congestion decreases. In its limit, it reaches a situation where the flow
is non-atomic (ALTMAN et al. 2006). The equilibrium in non-atomic congestion games is
described by “Wardrop’s first principle” for the application to users of road networks.

“The journey times in all routes actually used are equal and less than those
which would be experienced by a single vehicle on any unused route.”
— WARDROP (1952, p. 345)

This situation (also known as Wardrop equilibrium, c.f. HAURIE and MARCOTTE 1985) can
be interpreted as the limit of a game NEs as the number of players increases (ALTMAN
et al. 2006; SANDHOLM 2001). Alternatively, we can shift attention from individual users to
commodities and the flow constituted by all individual users belonging to this commodity:
Instead of a single particle (user), we identify a player as a commodity, distributing a given
amount of flow across a set of path alternatives. The strategy space of such player then
contains all feasible flow distributions along path alternatives. In particular, the sum of
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all commodity flows has to add up to the commodity demand and negative flows are not
permissible. As this perspective presents again a situation with a finite number of players,
a connection between the concepts of Wardrop and Nash equilibrium is established, as
proposed by HAURIE and MARCOTTE (1985) (c.f. also ALTMAN et al. 2006; MARCOTTE and
PATRIKSSON 2007). This NE interpretation is applied throughout this chapter.

In the domain of traffic systems research, game-theoretic models have been used to
investigate the Network Design Problem (NDP) (c.f. YANG and BELL 1998, for a review).
Most closely resembling the model investigated in this chapter is the Continuous Net-
work Design Problem (CNDP), which seeks to find Pareto-efficient design alternatives
w.r.t. investment cost (in edge capacity) and the latency of the induced Nash flow (GAIrRING
et al. 2014). It was first investigated in the late 1960s (DAFERMOS 1968; DAFERMOS and
SPARROW 1969) and is still known to be “one of the most difficult and challenging problems
in transport” (YANG and BELL 1998, p. 257). GAIRING et al. (2014) showed it to be N'#-hard.
The NDP is a game-theoretic extension of the Continuous Capacity and Flow Assignment
(CFA) problem that considers the simultaneous allocation of capacities and flows in traffic
and communication networks to find Pareto-efficient combinations of cost and mean
delays without assuming selfish behavior on the side of the road users/messages (flows
are pre-determined, not in an equilibrium) (QUEIROZ and HUMES 2003). For a review of
the CFA problem, the reader is referred to QUEIROzZ and HUMES (2003) and SHEN et al.

(2005).

5.3.2 QUEUING THEORY: TERMS & DEFINITIONS

Queuing theory is a field of applied probability theory concerned with the analysis of
systems where users are awaiting service, potentially forming queues of waiting users
(c.f.e.g. ALLEN 2014, Ch. 5.0; KLEINROCK 1975, Ch. 1). It can provide the cost functions
assumed in (network) congestion games to express the experienced cost (congestion) as
a function of flow. Analytically known cost functions provide the basis to prescribe the
behavior of machines under different levels of workload and hence the basis to prescribe
the effect of agent-routing decisions on the overall system.

Among the many properties investigated by researchers in the field is total time in the
system (also known as the sojourn time), which is the sum of waiting and processing
time experienced by the user in the system (PApADOPOLOUS et al. 1993, Ch. 2.4.2). In the
domain of manufacturing system design and analysis, this time is commonly known as
the throughput time (NYHUIs and WIENDAHL 2009, Ch. 2.1.2) (where post-process waiting
times and transport times are disregarded).

Knowing — and reducing — the throughput time is not only a goal in itself within the
commonly assumed goals of production logistics (Section 2.1.3); it is also directly (and
linearly) connected with the WIP in the system.®* For its ability to predict throughput
times as a function of design decisions, queuing theory is a well-established tool for the
design and analysis of manufacturing systems (PAPADOPOLOUS et al. 1993; PAPADOPOULOS
and HEAVEY 1996; SUBBA RAoO et al. 1998).

%Through one of queuing theory’s most fundamental results, Little’s Law, named after LITTLE (1961)
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5.3.3 MODELING PRODUCTION SYSTEMS UNDER AUTONOMOUS CONTROL AS
CONGESTION GAMES

Congestion games are a frequently used tool to investigate networked systems such as
communication networks (ALTMAN et al. 2006) and road-traffic systems (BECKMANN et al.
1955; SANDHOLM 2001). Notably in both cases, the agents representing network users (be
it road users or data packages) are modeled as competing and selfish. Since both traffic
and production systems can be viewed as coupled dynamic queuing systems (HELBING
et al. 2006b), it seems reasonable to also consider congestion games as a model class
for modeling production systems, especially when under autonomous control, products
are likewise considered to act in their own interest (c.f. Sections 2.1.2 and 3.5.3). One can
point to a number of similarities to support this argument:

« Intelligent products are frequently believed to make routing decisions to minimize
throughput time (Tay and Ho 2008). This is in line with the assumptions of conges-
tion games (minimizing congestion) as well as assumptions in road traffic modeling
(CoRrEA et al. 2004).

« Consequently, NEs have been used to predict user behavior in traffic environments

(ibid.).

« It is generally assumed that the latency associated with a given flow on a given
edge is increasing in flow. This also holds for all analytical expressions for sojourn
time known to the author (c.f. PApPADOPOLOUS et al. 1993, Appendix B).

« Total throughput time for a product through a manufacturing system is additive in
the sense of RAITH et al. (2014, Def. 1) in the same way that the total travel time
can be expressed as the sum of travel times per road section.

There also exists a stepwise process for traffic network design (McNALLY 2000) that
includes the task of traffic assignment (RAITH et al. 2014), comparable to the above-
discussed manufacturing system design processes (SCHENK et al. 2010, Ch. 3).

5.3.4 THE INEFFICIENCY OF SELFISH BEHAVIOR IN GAME THEORY

Another major benefit of congestion games in the context of this thesis is that the effect
of myopic player behavior has been studied intensively and can usually be calculated
analytically. Section 3.1.3 has already pointed at multiple avenues to assess the impact
of myopic behavior, concluding that for frequently used modeling languages (like DES)
only result comparisons can be attained. In this chapter, a modeling language is applied
for which the socially optimal (non-myopic) solution can be analytically derived.

DuBEY (1986) showed that NEs do not have to maximize social profit (or minimize social
cost). That is, there can be a flow distribution — not as the result of the interaction of
selfish agents, but central allocation — with a better social cost. In the context of network
congestion games, a popular measure of social cost is the combined latency experienced
across all paths and is consequently calculated by multiplying the latency of a path with
the flow routed over this path (ROUGHGARDEN 2005, Ch. 2.1). A famous and obvious case
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in the domain of congestion games on graphs is the so-called Braess’ Paradox (BRAESS
1968; c.f. KoLATA 1990, for a report on a “real-life” experiment; and CoHEN and KELLY
1990, for an example using queueing networks) that has caused ample discussion and
research in the domain of traffic system design. It describes a situation, where adding
capacity (in the form of an additional road) to a traffic system deteriorates the NE (in
terms of latency).%?

For the congestion games covered in this chapter, both the NE and the socially optimal flow
distribution can be calculated as the result of an optimization problem (c.f. Section 5.7). The
“price of anarchy” (Section 3.1.3) is, therefore, easy calculable. This has led to significant
academic attention to characterize and bound the price of anarchy:

Upper bounds on the price of anarchy were first proven by RoUGHGARDEN and TARDOS
(2002), with the idea being quickly extended and applied to other cost function classes
(ALAND et al. 2006; CzuMmayJ et al. 2010), games with maxima on edge flows (CORREA et al.
2004), finite games (CHRISTODOULOU and KouTsouPIAs 2005), and other generalizations
(ALAND et al. 2006). LIN et al. (2011) discuss upper bounds for Braess’s Paradox when the
maximum latency (not the total latency) is considered as social cost measure. Moreover, the
discussed papers on selfish routing under incomplete information provide upper bounds
on the price of anarchy (GAIRING et al. 2008; PAPADIMITRIOU and VALIANT 2010). With
so much attention given to the theoretical maxima of the price of anarchy;, it is important
to note that the gaps between social optimum and NE observed in reality are often
much lower and only arise significantly for a small range of flow values (PAPADIMITRIOU
and VALIANT 2010). YOUN et al. (2008) measure the price of anarchy in real road-traffic
networks, finding that the observed price of anarchy is significant only for a rather small
range of flow intensities.

Research has also been published on strategies that seek to minimize or avoid the price
of anarchy during system design: Korivis et al. (1995, 1997b, 1999) study the addition of
capacity to existing networks in such a way that the network performance is improved
(Braess’ paradox is avoided, c.f. Section 3.3.1). DITTEL et al. (2011) provide an optimization
algorithm to choose (from a discrete set of alternatives) the subset of edges in the process
network to enable (set up any capacity) and which capacity (from a discrete set of options)
to buy. Starting from the opposite angle, ROUGHGARDEN (2001) ponder the question as to
which edges (roads) should be removed from a network to find the best possible NE (in
terms of combined latency), showing this design problem to be N'#-hard even for linear
cost functions. ROUGHGARDEN (2005, Sec. 3.5) shows that the cost of anarchy vanishes
when the network is designed for low utilization levels (the flow is small as compared to
the capacities), which is of little practical applicability in manufacturing system design
owing to its inherent inefficiency.®

62 Another famous example in the more general domain of game theory is the prisoner’s dilemma game
(c.f.e.g. BAsar and OLSDER 1998, Ch. 3.2), where cooperation among prisoners would optimize the social
(overall) profit, yet this strategy combination is not a NE, as both players have an incentive to deviate.

3A comparable result is also formulated by HELBING et al. (2006b).
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5.3.5 MODEL ASSUMPTIONS ¢& LIMITATIONS

Despite the encouraging parallels and analytical opportunities, the congestion game
modeling language also imposes some relevant assumptions and restrictions when applied
to distributed PPC:

The first set of assumptions arises from the translation of the usual assumptions about NEs:
NEs (in their basic form) assume global information on the side of agents. This translates
into the necessity in the production case for product agents to have the knowledge
of the latencies expected at all machines. Section 3.1.2 has discussed the conceptual
importance of local information in the context of distributed PPC systems (as do e.g.
LEITAO 2009; TRENTESAUX 2009; SCHNEEWEISS 2003a, Ch. 1.1). However, Chapter 3 —
in particular, Section 3.5.1 — has also presented various possibilities to provide agents
with complete information® and agent-communication and -interaction can likewise
provide global information: ARMBRUSTER et al. (2006), PAPADIMITRIOU and VALIANT (2010),
PEETERS et al. (2001), and VAN DYKE PARUNAK (1997) discuss the ability of stigmergy
based approaches to provide agents with global information. That product agents have
sufficient information about the expected latencies across all path alternatives hence
seems a reasonable assumption for many practical implementations of distributed PPC
systems.

Investigations into selfish routing under incomplete information have been made, e.g. by
PAPADIMITRIOU and VALIANT (2010), who present an iterative approach to determine the
Nash flow distribution for single commodity instances, and GAIRING et al. (2008), who
discuss the existence of equilibria under incomplete information on systems of parallel
edges. However, this research will focus on the above-described classical case, given the
better analytical tractability and richer set of established results to build upon.

It is further assumed that all agents experience the same latency to cross an edge (i.e. a
machine) independent of their respective commodities. As waiting times in queues are
concerned, this is the logical consequence of a FIFO prioritization rule. However, it also
assumes that processing times at the machines are equal for all products. While this is
generally not true, this non-discrimination between product types is a commonly applied
simplification in the analysis of open queuing networks (PApaApoPoULOSs and HEAVEY
1996). It is also worthwhile to remember that waiting times account for the majority
of throughput time experienced in job-shop environments: SToMMEL and KuNz (1973)
perform a study in individual and small-series manufacturing and report waiting times
up to roughly 85% of the total throughput time. Theoretical and practical considerations
for job-shop environments lead WIENDAHL et al. (2009, Ch. 4.2) to assume similar values.
Waiting time shares of 85 — 90% are said to be “frequently quoted” by SPENCER (1991,

p-23).

In the following, NEs will provide the analytical means to predict long-term agent behavior
(the equilibrium) as a function of machine capacities. The usefulness of such long-term
average is of course based on the assumption that the system requirements (product mix
and volumes) are stable. Such assumption is at odds with the analysis of the manufacturing

%4Note that product agents only need to access information about the current state information machines
on at least one of their path alternatives, no coordination or scheduling is assumed.
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environment in Section 1.1, that has pointed to increasingly volatile and short-lived market
conditions. LEVY (2000, p. 79) paraphrases the problem: “Even the most complex game
theoretic models are only considered useful if they predict an equilibrium outcome. By
contrast, chaotic systems do not reach a stable equilibrium”. However, this chapter has
focused here on a subproblem of PPC that, by the long-term nature of its decisions has
to conceptualize a “long-term average” and take decisions based on that. In that sense,
applying game theory seems appropriate for the design of manufacturing systems, even
under distributed PPC.

5.4 MODEL NOTATION

The remainder of this chapter will discuss the problem of finding capacities in a man-
ufacturing system using the notation developed in the context of algorithmic game
theory and traffic research (c.f.in particular RAITH et al. 2014; ROUGHGARDEN 2005).
Stating the problem in mathematical terms will allow re-formulation of the goal of find-
ing utilization-attaining flow distributions (Section 5.2), more precisely at the end of
this section (Definition 5.1). The notation was already used in Fig. 5.1. Under this mod-
eling approach, machines are equated with edges in a directed graph. This semantical
mapping is clearly inspired by roads as the sources of latency in traffic networks. For
production environments, a machine-centered graph might be advantageous for some
material flow networks. However, the developed mathematical relationships and results
are independent of the network representation.

Bold printed symbols represent vectors (lower-case letters) and matrices (upper-case
letters) respectively.

« Let the tuple (G, r, ¢) be a capacitated production network, represented as a directed
graph G = (V,E). c is a vector of cost (latency) functions given for each edge
(machine) e € E and parametrized by the machine capacities (see below). r is a set
of commodities (product types) that can be produced in G.

+ Let P be the set of all feasible paths between a source and a sink in G. In particular,
let P; be the set of paths that can be used by the ith commodity.

« Let p = || be the number of paths.

« Let m = |E| be the number of possible edges (machines) for which a capacity has
to be dimensioned (the capacity may be o).

« Then ® € N™ (where N is assumed to contain also o) is the flow-path incidence
matrix, where elements ¢; ; indicate the number of times path j visits machine i.

« Let A € R” be the flow distribution among paths. Then Ap is a scalar, indicating
the flow on path alternative P € $; Ap > o.

+ The required flow (demand) for commodity i is given by r;. i.e. Y, pep, Ap = r1; Vi.
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+ Let f € R™ be the edge flow distribution that results from path flow distribution A.
f can be calculated as

f=o- A (5.1)
Then vector elements f, are scalars, indicating flow on edge e. Given the constraints
onAand @, f, > oVe.

The cost functions c.(f;) € c are assumed to be semi-convex® in the flow on that edge
(machine) and assumed to be parametrized by some non-negative value, a., which rep-
resents the capacity of that machine. The vector a of capacity values of all machines

will be referred to as the capacity distribution. The observed utilization of an edge with
_ fe

= 2.

capacity a, and flow f, is calculated as u,
is denoted with u;.

The desired target utilization for one edge

Given a vector c of edge latencies, we can calculate the latency of a path as the sum of
the constituting edges (RAITH et al. 2014), multiplied by the number of times, this edge
(machine) appears in the path. The resulting path-latency vector cp is then calculated as

cp =o' -c. (5.2)

One can now re-phrase the goal of this chapter (Section 5.2) in mathematical terms,
formally defining utilization-attaining flow distributions as follows:

Definition 5.1 (Utilization-attaining flow distribution). A flow distribution f is called
utilization-attaining if the utilization of all machines with positive flow is equal to some
constant u, (u; € (0,1) Ye|f. > o).

Note that this definition explicitly accounts for machines that are not assigned any flow
(fe = o) and whose utilization level cannot reasonably be defined. As this research
considers the capacity dimensioning process — i.e. a part of the strategic design process
— it will be assumed that such machines are not acquired.

5.5 CONSIDERED LATENCY FUNCTION CLASSES

As for the nature of the cost functions c,, no further assumption beyond semi-convexity has
been made so far. This chapter will discuss two cost function classes that are introduced
with the respective expressions for the sojourn time below.

AFFINE Cost FUNCTION

This simple cost function class has received significant attention in the scientific debate
on congestion games (c.f. ROUGHGARDEN 2005, Sec. 3.7 for references) due to its simplicity
and mathematical tractability. The latency of a machine in the affine cost function class
is given as

ce(fe) = fe/ac + b, (5.3)

85This is equivalent to demanding that c,(f.) - f. is convex (ROUGHGARDEN 2005, Definition 2.4.2).
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M/M/1 Cost FuNCTION

The M/M/1 cost function expresses analytically the behavior of a single server under
exponentially distributed inter-arrival®® and processing times. The M/M /1 queuing model
is a common base model assumed in queueing theory (ARNOLD and FURMANS 2007, Ch. 4.2).
KLEINROCK (1975, p. 94) calls it the “simplest nontrivial interesting system”. Unlike the
affine case, latencies in an M/M/1 system “explode” as the utilization approaches 1. In
particular, the sojourn time is analytically expressed as

elf) = o (5.4

and hence has a singularity for f, = a.. Generally, the sojourn time expression (as well
as statements about semi-convexity) assume that f, < a, <> u, < 1. This is commonly
known as the stability condition (ibid., Ch. 3.2).

Beyond its popularity and simplicity, the M/M/1 cost function class provides a number
of other benefits that make it worthwhile to consider:

« The M/M/1 cost function class is a special case of the more general cost function
classes (incl. M/M/n, M/G/1 and G/G/1), for which sojourn time functions can be
expressed as generalizations of the expression shown above (c.f. KINGMAN 1961;
ALLEN 2014, Ch. 3.4).

« Poisson processes are frequently assumed in lieu of more precise information to
describe “realistic” (not optimal) situations in shop floors. Horp and SPEARMAN
(2008, Ch. 7.3.3) assume exponential processing times in their “practical worst-case”
scenarios. Poisson arrival processes are also commonly assumed when modeling
the arrival of independent customers/orders (KLEINROCK 1975, Ch. 2.5; WOLFF 1982).

« Since the output process and the split or merge of output/input streams can easily
be expressed analytically (PApADOPOLOUS et al. 1993, Ch. 2.2.2), networks of M/M /1
queuing systems can be analyzed, forming, e.g. job shops or road networks (c.f.
JACKSON 1963).

5.6 AN ITERATIVE APPROACH

A first line of attack toward finding utilization-attaining flow distributions is to iteratively
find Nash flows, given a capacity distribution and then adjust the capacity distribution
in such a way that the calculated flow is utilization-attaining. Then re-calculate the
Nash flow for this new capacity distribution, and so on and so forth, until an (almost)
utilization-attaining flow distribution is reached. Such iterative alternation between flow
assignments with a fixed capacity and capacity assignment assuming fixed flows was
also among the first solution approaches explored for the CFA (FrRATTA et al. 1973).

¢Time between two subsequent jobs arriving. Arrival processes with exponentially distributed inter-arrival
times are also known as a Poisson arrival processes
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In BLUNCK et al. (2016), such iterative algorithm to identify approximately utilization-
attaining flow distributions is proposed. These are flow-distributions that attain at every
machine with positive flow a utilization that is close (e.g. +€) of u. The proposed approach
is shown in Algorithm 5.1.

Given a capacity distribution, the Nash flow is approximated using the Method of Succes-
sive Averages (MSA). The algorithm (POowELL and SHEFFI 1982; SHEFFI and POWELL 1981)
is widely used for the calculation of equilibria in traffic applications (SBAYTI et al. 2007).
The algorithm is in itself iterative (the inner loop in Algorithm 5.1 from lines 5 to 12). The
idea is to calculate the path cost, given an initial flow distribution over the capacity and
to create an alternative flow distribution h using an “All-or-Nothing assignment” in step

9):

Definition 5.2 (All-or-Nothing Assignment). Given a capacity distribution a and a flow
distribution across path alternatives A, the All-or-Nothing Assignment policy creates a new
path flow distribution h that for all commodities assigns all flow to the path alternatives
with the lowest latency, given a and .

The new flow is a linear combination of the originally assumed flow and h (step 10). Since
the weights used to calculate the next iteration’s flow distribution change over time, the
MSA converges to a flow distribution that is a Nash flow (POWELL and SHEFFI 1982).

Algorithm 5.1 Iterative Capacity and Flow Adjustment (BLUNCK et al. 2016)
1 A%« Ainitial
2: repeat > Main iteration loop between capacity and flow adjustment

3 a q>1.4,*\ > Adjust capacity to flow
4: 1< O

50 repeat > Apply MSA
6: fe®- A > Calculate edge flows from path flows, Eq. (5.1)
7: c. — c(f) > Calculate edge cost. Note that ¢ depends on a
8: cp — ®' - c, > Calculate path cost from edge cost, Eq. (5.2)
9: h «— ALLORNOTHINGASSIGNMENT(Cp) > c.f. Definition 5.2
10: AT 1-0)- A +0-h > With 0 = —
11: l<—1+1

12: until Convergence criterion is met > convergence criterion: A’ ~ A/
13: fed- N > Calculate edge flows from path flows
14: U — 5 > Calculate actual machine utilization
15: A° «— X!

16: until u, € [e} + €] Ye € E > Convergence criterion for capacity assignment

5.6.1 APPLICATION TO ‘REAL” PRODUCTION NETWORKS

In BLUNCK et al. (2016), Algorithm 5.1 is applied to five real production networks described
by BECKER et al. (2014).
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Path alternatives are generated by reading production feedback data that gives the prod-
ucts’ routings through the system plant. Commodities are then formed by assuming that
all products which share the same first and last machine (the same start- and end-node)
belong to one commodity. The set of different paths taken by these products forms the
set of path alternatives for the commodity. While this is almost certainly not the correct
representation of the real system, this straight-forward approach can be applied in situa-
tions where only feedback data is available and is likely to overestimate the number of
path alternatives (system flexibility).

To speed up the solution process, “Pareto-dominated” path alternatives are deleted before
the run. A path is considered dominated if and only if there exists another path of the
same commodity that is shorter (visits fewer worksystems) and the set of machines used
in the alternative path is a subset of the machines used in the dominated path. The total
flow demand r; for the commodities is set to the number of products observed between
the start- and end-node.

As an initial flow distribution (Step 1 in Algorithm 5.1), the “Equal Share Assignment”
rule (WANG et al. 2010; see also RAITH et al. 2014, Sec. 4.2.1) is used; this rule distributes
the commodity demand evenly among all alternative paths for that commodity.

M /M /1 cost functions are assumed for all machines. However, since in the MSA algorithm,
a violation of the stability condition (flows in excess of capacity) cannot be ruled out,
the cost function is slightly modified to remove the singularity (when flow is equal
to capacity), while maintaining its strictly increasing character. The following latency
function c,(f.) follows the original M/M/1latency function (referred to as c,r4 in Eq. (5.5))
foru < 0.98 & f, < 0.98a.. Above that mark, c,4 is approximated by the first-order
Taylor approximation around f, = 0.98a,, which is well defined even for f, > a,.. The
adjusted latency function is then piecewise defined as:

1()20

ce(fe) = { corg(fe) ifa. #0&f, <0.98a, (5.5)

Corg(0.98ae) + (fe — 0.98ac) - ¢),4(0.98a.) else

ifa, = o

where ¢, refers to the first derivative of the original M/M/1 latency function w.r.t. flow.
Equation (5.5) also handles situations where the capacity of a machine is set to o during one
algorithm iteration. By assigning these machines a forbiddingly high latency, flows over o-
capacity machines are prevented. In the reported experiments, a target utilization level of
u* = 0.8 is assumed across all machines and a flow distribution is considered sufficiently
close to utilization-attaining, if the realized utilization levels across all machines fall
within u* + 2%.

Fig. 5.3 shows the attained utilization levels over the iterations steps (outer loop of
Algorithm 5.1). In the last iteration, the stop condition is reached, as all utilization levels
are sufficiently close to the 0.8 target.

140



5.6 AN ITERATIVE APPROACH
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FIGURE 5.3: Attained utilization levels during an iterative capacity allocation process

(shown here for Company F). After iteration 7, all utilization levels are within
the +2% of the target utilization level.

5.6.2 PROBLEMS WITH THE ITERATIVE APPROACH

While the above-presented iterative approach was demonstrated to converge to a capacity
distribution in reasonable time (for none of the five tested company networks, more then
20 capacity-assignment iterations were needed), the iterative heuristic exhibits several
disadvantages that motivate further investigation of the problem in the following sections.

The solution depends on the initial flow distribution. This is a common problem
for iterative approaches and testing multiple start solutions is hence advised to
come to reasonable solutions (QUEIROZ and HUMES 2003).

In particular, the prohibitive latency associated in Eq. (5.5) with machines with
capacity o implies that any machine once removed from the set of actually installed
machines (those with positive capacity), will not return to the set in further itera-
tions, adding to the path-dependent nature of the system evolution over iterations.

No guarantee can be given for the existence of a (mostly) utilization-attaining flow
distribution.

It is unclear if exact solutions (¢ = 0) exist.

No knowledge can be extracted about the properties of utilization-attaining flow
distributions.

The price of anarchy associated with the found solution is no clear. Le. are there
better or worse utilization-attaining flow distribution in terms of social cost? Can a
socially preferable (but not utilization-attaining) flow distributions be constructed
on the capacity distribution found through the iterative approach?

141



CHAPTER 5 CAPACITY DIMENSIONING FOR DISTRIBUTED CONTROL

5.7 FINDING FLOwW DISTRIBUTIONS GIVEN FIXED CAPACITIES

Before further investigating the capacity-dimensioning problem under the assumptions of
selfish products and target-utilizations, an analytical way of calculating both the socially
optimal and Nash flow distribution, given fixed capacities, is introduced here.

Analytical expressions to attain the two types of distributions, assuming semi-convex
latency functions, have been known for over 50 years (as developed in BECKMANN et al.
1955, Ch. 3; DAFERMOS and SPARROW 1969; see also ROUGHGARDEN 2005, Proposition
2.6.1). The combination of convex target functions and linear constraints places both
optimization problems introduced below into the set of convex optimization problems,
which are computationally easy to solve (Boyp and VANDENBERGHE 2004, Ch.1.3). In
particular, BECKMANN et al. (1955) showed that for any transportation problem (choice of
network, commodities, flows, semi-convex latency functions), both optimization problems
have a clearly defined optimal solution (the solution space is not empty). Both the NE
and the social optimum are hence always defined and obtainable as the result of the
optimization problem.

SociarLrLy OrpTimMAL FLow DISTRIBUTION

It is known that the socially optimal flow allocation, given a set of capacities, can be
found by solving the following optimization problem (ROUGHGARDEN 2005, Sec. 2.4):

min > c(fe) - f; (5.62)
ecE
subject to
Z Ap=ri Vi (5.6b)
PeP;
fe = q)(e) - A Ve e E (5.6C)
Ap >0 YP e P (5.6d)

where ®(,) denotes the e’th row vector of the path incidence matrix.

NasH FLow Di1STRIBUTION

The Nash flow distribution can be calculated with the identically constrained optimization
problem, but with a different target function. As already mentioned, congestion games
are a special case of potential games for which the NE can be found using a “Potential
function”. For the case of congestion games, this potential function is (BECKMANN et al.
1955; c.f. also ROUGHGARDEN 2007, Sec. 18.3.1):
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fe
he(f,) = f (1) di (57)

leading to the following optimization problem:

m)%n Z he(fe) (5.8a)
ecE
subject to
Z Ap=ri Vi (5.8b)
PeP;
fe=PE - A Ye € E (5.8¢)
Ap >0 YP e P (5.8d)

5.8 SIMULTANEOUS CAPACITY AND FLOW ASSIGNMENT

In this first analytical investigation of the problem, flows and capacities will be set
simultaneously, in such a way that the target-utilization is always (and exactly) observed.
In the context of the design of manufacturing systems under distributed PPC, this implies
that the designer insists on maintaining a set target-utilization, as is custom in the design
of manufacturing systems under hierarchical control.

5.8.1 IMPLEMENTING THE TARGET UTILIZATION ASSUMPTION

The concept of utilization-attaining flow distributions (Definition 5.1) can be expressed
by implementing a constraint that connects flow and capacity per machine:

1
ae:u—:-fe V{eEE

fe> 0} (5.9)

Implementing these constraints in the latency functions of Section 5.5 and the respective
social cost functions (c.(fe) - fe), provides new expressions for latency and social cost. In
particular, implementing Eq. (5.9) allows us to express the capacity a, as a function of
the flow. The number of free variables is, therefore, reduced. The expressed assumption
is that — during the system design stage — since flows are re-allocated to alternative
paths and the capacity associated with this delta in flow “automatically shifts” with the
workload, thereby maintaining the target utilization on the old path (where capacity is
reduced on machines that are not part of the new path) and the new one (where capacity
is appropriately increased where necessary). This “capacity follows flow” assumption
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Cost Function Class

Cost Type  Expression Affine M/M/1
Latency ce(fe) =u, + b, ::—Z: f. 1t sgn(fe)
=constant o f,
Social Cost  c.(fe) - fe = (ui +be) - fe ::Z: -sgn (f2)
o fe =constant

TaBLE 5.1: Overview of the functional form of the latency and social cost functions with
the implemented utilization constraint. sgn(x) indicates the sign function,
returning 1 for strictly positive values of x and o for x = o (note that f, > o by
definition).

then leads to simplified expressions for both the latency of a machine and the social
cost accrued at one machine. They are expressed formally in Table 5.1 and visualized in

Fig. 5.4.

With the utilization-attaining property “baked into” the problem formulation, one can
now investigate the re-phrased problem for the existence of NEs and/or social optima. Of
course, such swift change of capacity does not/cannot occur during the operation of the
manufacturing system, but it is an approach to conceptualize the design stage. However,
Nash- and socially optimal flow distributions are still valuable results, as we learn from
Lemmata 5.1 and 5.2:

Lemma 5.1 (Equilibrium Persistency). A utilization attaining Nash-equilibrium obtained
through the simultaneous assignment of flows and capacities will maintain its path and so-
cial cost, utilization levels, and NE property, under a relaxation of the utilization constraint,
allowing variation of flows and keeping the capacities at the equilibrium levels.

Proof. This is the immediate consequence of the experimental setup. We calculate flows
and the corresponding capacities in such a way that, given the capacity values, the
resulting Nash flow will be a utilization-attaining NE. ]

Lemma 5.2 (Price of Predictability). A flow and capacity distribution that generates min-
imum social cost under the utilization constraint may not remain the social cost minimum
under a variation of flows keeping the capacities at the equilibrium levels.

Lemma 5.2 is a consequence of the additional constraints imposed through Eq. (5.9). As
these additional constraints are dropped, the optimization problem may attain a better
target function value.

In summary, any NE found during the following investigation of optimization problems
that contain the fixed utilization constraint will remain a NE, if we set the capacities as
calculated using the utilization constraint, and then let the commodities route their flows
freely (without adjusting capacities accordingly) over these capacities. However, flow
distributions that are not NE may exist in such capacitated networks that lead to lower
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Latency

f

(a) Latency as function of flow for affine cost
functions, assuming fixed utilization.

Social Cost

f

(c) Social cost as function of flow for affine cost
functions, assuming fixed utilization.

Latency

f

(b) Latency as function of flow for M/M/1 cost
functions, assuming fixed utilization.

Social Cost

f

(d) Social Cost as function of flow for M/M/1
cost functions, assuming fixed utilization.

FIGURE 5.4: Visual approximation of the latency (first row) and social cost (second row)
functions under the fixed utilization assumption on arbitrary scales. Results
for affine cost functions are shown in the left column. The right column shows

results for M/M/1 cost functions.

145



CHAPTER 5 CAPACITY DIMENSIONING FOR DISTRIBUTED CONTROL

social cost, as calculated for the socially optimal solution of the optimization problem
with utilization constraints.

5.8.2 RESULTS FOR AFFINE COST FUNCTIONS

EXISTENCE & IDENTIFICATION OF NASH-EQUILIBRIA

As shown in Table 5.1, the latency for affine cost functions is constant under the assumption
of simultaneous flow and capacity assignment. This implies the following theorem:

Theorem 5.1 (Shortest paths yield a utilization-attaining Nash equilibrium). Given a set
of source-sink pairs with associated flow demands, known target utilizations u; and affine
cost function parametersu,+b, for all edgese € E, any flow distribution among the shortest
weighted paths for each commodity is a NE.

Proof. To be a NE, the flow distribution has to exhibit two properties (WARDROP 1952):
1. the latency of all paths with flow has to be equal,
2. any path without flow has to have a higher latency than that of used paths.

The two properties obviously hold for the set of shortest weighted paths that must be
of equal length (otherwise, one would be shorter) and shorter than any alternative path
for that commodity (otherwise, it would be a shortest path). Since the latency term is
constant, the path lengths do not change as we apply more flow. O

Note that this, in combination with Lemma 5.1, implies

Corollary 5.1 (Existence and equivalence of utilization-attaining Nash-equilibria for
affine cost functions). There always exists at least one utilization-attaining Nash-equilibrium
under affine cost functions. Should multiple path alternatives of equal length exist, any flow
distribution among them induces the same latency and social cost.

SociAaLLY-OPTIMAL FLOW-DISTRIBUTIONS

The simple analytical expression for the latency also implies a simply tractable form
for the social cost of affine cost functions under the simultaneous flow and capacity
distribution assumption. In particular, it allows to state

Theorem 5.2. The social cost for affine cost functions for any flow distribution over shortest
weighted paths are the same and are the minimum value.
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Proof. The resulting social cost term is linear in the edge flow f.. This means that the
additional social cost, induced by adding flow on a certain path (a certain set of edges)
is independent of the flow already associated with these edges and a linear function
of solely the additional flow Af,. Hence, regardless of previous allocation decisions,
any additional flow (e.g. flow of an additional source-sink pair) is best allocated to the
path alternatives with the smallest sum of slopes Y pep..cp (4, + be) Which is just the
a-priori known “weight” measure of the length of the path and hence equal across all
shortest weighted paths; it is optimal in the sense that there is no alternative path for that
commodity which would yield less additional social cost when given the same amount of
additional flow. m]

When considered together, Theorems 5.1 and 5.2 state that by using shortest paths, we
can always construct a Nash-equilibrium as well as a socially optimal flow distribution.
In fact, should multiple path alternatives of identical “length” exist, any flow distribution
among these path alternatives is equivalent w.r.t. latency and social cost. Since both the
Nash and the socially optimal flow distribution have the same social cost associated with
it, the identified NE is the socially optimal utilization-attaining flow distribution. Note
that this does not imply that the price of anarchy (Sections 3.1.3 and 5.3.4) is 1, since we
cannot make statements about the existence of a better flow-distribution (in terms of
social cost), given the capacity distribution calculated here (c.f. Lemma 5.2).

Notably, this result holds for all affine cost functions. A similar result (social cost of NE
equals social optimum) is also known in the setting with fixed capacities and without
target utilization constraints (ROUGHGARDEN 2005, Lemma 3.2.2). However, that result only
holds for strictly linear latency functions (i.e. b, = o Ve € E). The broader applicability of
the above-mentioned conclusion is the result of the additional assumption on the ratio
between flow and capacity.

5.8.3 REsuLTS FOR M/M /1 CosT FUNCTIONS
SociAaLLY-OrPTIMAL FLOW DISTRIBUTIONS

For the M/M/1 cost function class, the latency expression is less appealing. However,
for the social cost, Table 5.1 shows a constant expression in the M/M/1 column. This
implies that every machine that has non-zero flow will contribute constant social cost
independent of their actual flow. This immediately leads to

Theorem 5.3 (Minimal set of machines minimizes social cost). A machine (edge) is
called active if the flow through the machine is nonzero. Then the lowest social cost for
a utilization-attaining flow distribution in a network of M/M/1 cost functions is attained

).

by flows that use the minimum weighted number of active machines (weighted by

.
ue
1-uj

Proof. Follows immediately from the considerations made above. O

The implied optimization problem has inherently non-continuous (binary) decisions. It
can hence be expressed as a MILP as follows. Let
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+ B be the binary path incidence matrix. With matrix elements b, p indicating,
whether or not edge e isin path P (b;; =1 <= ¢;; > o, otherwise: 0). Col-
umn vectors are referred to as B p).

+ x, be the binary decision variable, indicating whether or not to choose machine e,
composing together the decision vector x.

+ y; be an auxiliary binary variable, indicating if all machines belonging to path j are
part of the selected subset.

« M be a large scalar (“Big M Method”).

min e — - Xe (5.10a)
Toowp T e
subject to

Z yp > 1 Vi, (5.10b)

Pe®P;
—(1—yp) M <x-Bp) - Z be.p VP e P, (5.10¢)

ecE

x. € {0,1} Ye € E, (5.10d)
yp € {0,1} YP e P. (5.10€)

The optimization problem seeks to minimize the weighted set of “selected” machines.
The selection is expressed in the binary decision variables x, Ve. The additional binary
indicator variables yp are tied to the selection of x,’s through Eq. (5.10c), which allows
any given yp to be equal to 1, if and only if the set of machines necessary for P is a subset
of the set of selected machines. Equation (5.10b) ensures that at least one path alternative
will be available for every commodity.

On the size of the MILP, the following can be noted:

Corollary 5.2. Since they,’s in Eq. (5.10) are tied to the values of x., the number of truly
independent binary decision variables increases linearly with the number of edges (ma-
chines) in the system, which is generally much slower than the increase in path alternatives
resulting from additional machines (which is often multiplicative).

ExX1ISTENCE & IDENTIFICATION OF NASH-EQUILIBRIA

To investigate the existence and nature of utilization-attaining NEs under the assumption
of simultaneous flow and capacity assignment, the potential function (Eq. (5.7)) for the
M /M/1latency case has to be further investigated. Using the expression from Table 5.1,
the potential function can be expressed as:

fe *
he(fe):f L dr (5.11)

1—u,
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where the expression in the integral, as the original M/M/1 latency function exhibits a
singularity albeit this time at ¢t = o.

In order to still be able to approximate the problem, despite the singularity, the integral
is re-normalized by introducing a small constant €. Leading to

fe *
he(f,) = Y (t+e)dr (5.122)
1—u,
=Y - -ln(fe il 6) (5.12b)
1—u, €
= In(f+e)—In(e) ——. (5.12¢)
1—u; 1—u,
—_———

constant

Note that the constant subtrahend in Eq. (5.12c) can be ignored for optimization purposes.

The restated target function is concave, with the same set of linear constraints as in
Eq. (5.8). For such concave minimization problems, a powerful optimization technique
exists in the Falk-Hoffmann Algorithm (FALk and HOFFMAN 1986). However, even without
such tools, one can draw conclusions about the nature of the optimal solution of this
particular optimization problem (i.e. the Nash-flow) by observing that the decrease in
latency (under the assumption that capacity is shifted with flow) increases, as the original
flow level decreases. Assume a shift of a small amount of flow 6 from one path alternative
to another one of the same commodity. Then the latency of a machine no longer visited
by this marginal flow decreases by

he(fe+0) —he(fe) xIn(fe+€+0)—In(f +¢€) (5.13a)

=1In (1 + ) (5.13b)

0
fote
which increases as f, decreases. Moreover, note that the coefficient in Eq. (5.12¢) is identical
to the weights used in Eq. (5.10).

This allows us to draw the following important conclusion:

Theorem 5.4 (Nash equilibrium over minimal machine set). The utilization-attaining
Nash flow distribution is given by the socially optimal, utilization-attaining flow distri-
bution, i.e., by a flow allocation on path alternatives that minimize the weighted set of
machines with a non-zero flow.

Proof. Follows, as discussed above, from the nature of the target function in Eq. (5.12) and
the social-cost properties of the minimal weighted set approach in Theorem 5.3. O

In particular, the set is identical to the solution of Eq. (5.10). Meaning that, as for the affine
case, the social cost of the Nash-equilibrium and the socially-optimal flow distribution
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are equal. The found Nash-equilibrium is hence the socially optimal utilization-attaining
flow distribution.®”

In contrast to the affine case, however, not all flow distributions over the pre-determined
set of machines (and hence paths) are equivalent in terms of latency and social cost: The
concave nature of Eq. (5.12) means that, at least in the single-commodity case, the flow
over the used machines is maximized (constrained by the overall flow constraint), as any
deviation is penalized o ]%

5.8.4 MERITS OF AND PROBLEMS WITH THE SIMULTANEOUS ALLOCATION
APPROACH

The mental model of assigning capacity and flow simultaneously that stood at the outset
of Section 5.8, has significantly advanced our understanding of utilization-attaining flow
distributions.

In particular, this approach was able to show the existence of utilization-attaining NEs that
have the additional property of being the socially optimal flow distribution that attains
the target utilization across all machines. This research has also presented construction
mechanisms for both Nash- and socially optimal flow distributions under the “capac-
ity follows flow” assumption that build upon well-established optimization techniques
ranging from shortest-path problems to concave optimization.

The obtained results for both affine and M/M/1 cost functions are similar in the sense that
they restrict the set of machines and/or path alternatives to the bare minimum, leading
to manufacturing systems with low degrees of flexibility.

The following section will build upon the obtained results and discuss, if and to which
extent, “more flexible” utilization-attaining flow distributions (i.e. flow distributions that
use a higher number of path alternatives per commodity) are attainable by the system
designer, leading to the notion of a trade-off between cost (in terms of investment and the
cost of WIP discussed so far) on the one hand and flexibility on the other hand (GOERNER
et al. 2009; KITANO 2004, 2007; MEYER 2016, Ch. 6.2).

5.9 THE “PRICE OF FLEXIBILITY”

In this section, it is discussed if, given the analytical expressions of Table 5.1, one could con-
struct alternative utilization-attaining Nash-equilibria from those derived in Section 5.8
with the general goal of maintaining more available path alternatives and hence higher
levels of process flexibility in the equilibrium solution.

%7 As discussed in the case of affine cost functions, this does not rule out the existence of a socially preferable
flow distribution that violates the utilization-constraint.

150



5.9 THE “PRICE OF FLEXIBILITY”

5.9.1 ...FOR AFFINE COST FUNCTIONS

The following corollary follows immediately from Theorem 5.1:

Corollary 5.3 (No utilization-attaining NE on non-shortest paths or paths of different
lengths). There exists no utilization-attaining NE on networks with affine cost functions
that gives strictly positive flow to path alternatives of different weighted lengths.

Proof. Follows immediately from the proof of Theorem 5.1. The first condition of Wardrop’s
principle (equal latency of all paths with positive flow) cannot be met when paths of
different weighted lengths are used. O

This means that other Nash-equilibria can only be attained, when the machine “cost” (the
terms u, + b,) is adjusted in such a way that multiple path alternatives attain the minimal
total weighted length and hence form a Nash-equilibrium under Theorem 5.1.

Since the social cost (in terms of WIP) of the affine cost function NEs was found to
be only a function of the weighted “length” of the used shortest paths, any artificial
adjustment in the edge lengths to incorporate NEs with more path alternatives is destined
to change the resulting social cost, as the designer makes adjustments to the machine
parameters b, and u,. This change constitutes a price of flexibility. Note that the cost
for tied-up capital is, albeit the sole cost factor considered here so far, not the only cost
component bound to change under such changes in machine target values: In particular,
a downward adjustment of u, increases the amount of extra capacity installed, leading to
increased investment cost and a repositioning of the system in the trade-off discussed
above. Similarly, investing in machines with lower b, (lower workload independent
throughput time) is also likely to incur higher investment cost in more powerful and
faster machines.

5.9.2 ...FOR M/M/1 CosT FUNCTIONS

The discussion of the price of flexibility for the M/M/1 cost function case starts with an
encouraging observation:

Corollary 5.4 (Existence of utilization-attaining NEs for M /M /1 cost functions). Utilization-
attaining flow distributions on a larger set of machines than that defined in Theorem 5.3
are possible.

As the simplest motivating example, consider a network of n parallel edges and a single
commodity. For all n machines (edges), we seek to attain the same target-utilization level
u*. Note that we can use any number of edges (not just 1, which would be the solution
according to Theorem 5.3) and attain a utilization-attaining Nash-flow as long as we apply
equal flow to all machines. Note that a configuration where m (1 < m < n) machines
have a non-zero flow would induce m times the social cost associated with the socially
optimal utilization-attaining flow distribution with just one machine of non-zero flow. A
similar result was previously obtained by Korivis et al. (1997b).
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The argument gets more difficult as we consider multi-commodity instances of less
trivial structure.®® In fact, our research does not provide any guarantee for the existence
of or can characterize the properties of utilization-attaining flow distributions with a
larger-than-necessary set of M/M /1 machines.

As with the affine cost function case, the key to more flexible utilization-attaining flow
distributions seems to lie in the adjustment of the parameters. In the M/M/1 case, this is
only the target-utilization level. In particular, the manufacturing system designer may
decide to seek a Nash-equilibrium with increased process flexibility. Here, a problem
where the system designer wants to set a particular flow distribution of choice as the
Nash-flow is considered. In such case, the designer is willing to accept deviations from
the originally envisioned target utilization rates (u, # u;) for achieving the desired flow
distribution as the NE.

One can analyze this situation analytically: Let A be the flow-distribution across path
alternatives that the designer wants to enforce as the Nash-flow. In particular, this selection
partitions P into two mutually exclusive sets ;, and P,,; that take path alternatives
with a non-zero flow and those without any flow respectively. Also, through ®, the A
establishes an edge flow distribution f. The edge latency then is a function of f, as well
as u, which appears in the term d(u,) = lfze. In particular, c.(fe, ue) = d(u.) - f,* and
hence a linear function of d(u,) (since f is known and fixed through the choice of A). We
can then seek to minimize the maximum absolute deviation between d(u}) (d analyzed
for the desired target utilization rate) and d(u,) (d analyzed for the attained utilization
rate) across all edges. This difference is referred to as A.. The problem to minimize
maXeeg |Ac| in such a way that a given path-flow distribution A is a utilization-attaining
Nash-equilibrium, is expressed in the following linear problem:

in h .
min (5.142)
subject to
h> A, Ye € E (5.14b)
h>-A, Ve € E (5.14¢)
-, de (1) .
li - Z q)e,P . fe 'Ae = Z q)e,P P VI,P € Pin (5~14d)
ecP const. ecP fe
const.
du;) + A
Z q)e,P : L > li Vi’P € ¢)out‘ (5-146)
ecP fe
. u
with d(u) =
1—u

l; = Latency for commodityi Vi

68 Albeit reminding that the literature on the design of networks for selfish users (c.f. Section 5.3.4) is
frequently based on the assumption of single-commodity networks of parallel links (e.g. KORILIS et al.

1995, 1997b).
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Note that again both aspects of Wardrop’s principles are considered. It is ensured that all
paths with a non-zero flow have the same latency per commodity (Eq. (5.14d)) and that
unused paths have at least the same latency (Eq. (5.14€)).

Minimizing the deviation w.r.t. d(u.), instead of u, directly, is a valid simplification
in situations where u; is similar across all machines. Where larger deviations exist in
target utilization values, this approach is likely to see large deviations from the desired
utilization level for machines with small u (and hence small d(u))). In such settings, one
may substitute A, with a linear approximation of d around u;. Note however that in cases
where h is large, this linear approximation is not likely to sufficiently represent the true
functional form of d..

5.10 A BRIEF NOTE ON THE “PRICE OF PREDICTABILITY”

The “price of predictability” (Lemma 5.2), i.e. the difference in social cost between a
utilization-attaining flow distribution as compared to a flow-distribution “unfettered” by
the target-utilization constraint, has not been considered so far. It has to be assumed that a
better (in terms of social cost) flow distribution can be attained, where target-utilizations
do not have to be met. But the questions is just how much better could it be?

Unfortunately, this research cannot give a clear answer in this regard. Notably, the existing
upper bounds on the price of anarchy (c.f. Section 5.3.4) still apply, since the socially
optimal utilization-attaining distributions of Section 5.8 were (in the first place) NEs and
these persevere the drop of the utilization constraint (Lemma 5.1).

5.11 DISCUSSION

The discussions in this chapter have addressed research question Q,, as set out in Sec-
tion 5.2. As such, this work adds to existing efforts to create a scientific understanding
of emergent behavior. It can be understood as trying to entice selfish agents to produce
aggregate emergent behavior that complies with perceived norms and ideals — here, in par-
ticular, the idea of setting fixed levels of utilization across machines to account for various
factors — not considered in the fluid approximation used for strategic decision-making.

Where the idea of setting target utilizations is equated to traditional top-down manu-
facturing system design and control, the analysis performed in this chapter can also
be understood as an attempt to maintain certain desirable properties associated with
traditional system design methodologies in the context of distributed control. In partic-
ular, the discussion on the social cost and the price of anarchy associated with certain
capacity distributions (here: capacity distributions derived from utilization-attaining
flow distributions) give evidence how the design of systems — in particular the design
of process path alternatives — can affect the performance and aggregate behavior of
intelligent products. In this context, the results presented here also underline the findings
presented in Section 3.3.1, namely that process plants with less flexibility (as the optimal
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solution to the optimization problems discussed in Section 5.8), are less likely to exhibit
negative consequences of myopic behavior.®

Progress has been made in understanding the interplay between capacity dimensioning
and the resulting product routing decisions in the same way that scientific advance-
ments have been made in other related problems: Starting with an iterative heuristic
(Section 5.6), analytical insights were developed (Section 5.8) and important properties
(such as existence and social optimality) were shown for the hitherto uninvestigated class
of utilization-attaining flow-distributions.

IMPLICATIONS FOR PRACTICE

The low flexibility associated with the results of Section 5.8 and the subsequent further
discussion in Section 5.9 can be attributed to the single-objective target function that
makes products to take routing decisions purely based on throughput time. As such,
approaches to dimension the system in accordance with agent behavior are bound to
eventually “optimize” the flexibility out of the attained solution. The result is a stark
reminder of the hitherto unexplored implications of a purely bottom-up constructionist
system design approach. When thoroughly followed through, as this chapter has done, the
mono-criterial decision function implemented in the fundamental building blocks of the
systems, the product agents, and their decision-making, does in fact have ramifications
“all the way” to system design, where they imply similarly lopsided network structures.

5.12 DIRECTIONS FOR FUTURE RESEARCH

It would hence be a worthwhile aim of future research to study, how a multi-criterial
decision function would affect the outcome and, in more general, how decision functions of
agents can be structured to “appreciate” the flexibility potentials of modern manufacturing
systems.

It would also be interesting to investigate, with the toolset set out here, the effect of
other forms of influencing agent behavior (as discussed in Chapter 3) on the existence
and nature of utilization-attaining capacity distributions. It is very well possible that
more flexible utilization-attaining flow distributions can be reached when agent decision
making is influenced by tolls on decision alternatives (GiBBENs and KELLY 1999) or
stigmergy (ARMBRUSTER et al. 2006; VAN DYKE PARUNAK 1997) (c.f. also Section 3.5.1).

Finally, the discussion in this research has considered only the WIP, the amount of
inventory (=capital) tied in the system at every point in time, when calculating the social
cost of systems. Other system characteristics for managerial decision-making have been
ignored (c.f. Section 2.1.3). The aspect of investment cost seems tractable with the fluid
model set out in this chapter. A discussion of investment cost within our model must
consider two competing observations:

%9Note that agent behavior was not changed here, so only the impact of myopic decision-making was
altered.
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1. For both cost function classes, the analytical discussions in this chapter have pro-
vided weighted selection problems, where machine weights increase with u*. The
flow is, therefore, drawn toward machines with low utilization, or, in other words,
where extra capacity on top of estimated demand is high. This behavior is not
surprising, given the latency-avoiding selfish nature assumed for intelligent prod-
ucts, but could indicate high investment cost when following this approach. Low-
utilization machines would see large flows, leading to large investments in capaci-
ties, including “tactical over-capacities”.

2. At the same time, we see a focus on on small set of machines to be actually im-
plemented, which opens the possibility to reap economies of scale as only a few,
“large” (in terms of capacity) machines are acquired.

A good starting point would be the general cost function proposed by KLEINROCK (1970)
for consideration in capacity-dimensioning methods: cost per machine = d, - abe, where
de, be > 0 (CHANDY et al. 1977), where a, is the machine capacity. With b, < 1, in particular,
economies of scale can be represented. Future research should seek to investigate the
investment cost associated with manufacturing systems designed and dimensioned in
a bottom-up way. Such analysis could discover a new aspect to the cost of anarchy by
focusing on the additional up-front capital investment necessary, where the bottom-up
system design is applied.
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CHAPTER SIX

IMPLICATIONS FOR SCIENCE AND PRACTICE

“Complexity ‘thinking’ is the art of maintaining the
tension between pretending we know something, and
knowing we know nothing for sure.”

RICHARDSON (2008, p. 21)

6.1 SUMMARY OF RESULTS

This thesis has set out to explore the impact of distributed production control and the
constructionist design approach associated with it on the design of manufacturing systems
and their control. In particular, explored how desirable performance characteristics of
hierarchical centralized production control may be maintained, when moving toward
distributed control. To make progress in this direction, multiple sub-questions were
identified in Section 1.4. In the following, the main findings of this research will be
reviewed in their light.

Q,: “Which design decisions concerning both controller and plant impact the
duality between hierarchical and distributed control in PPC?”

In Chapter 3, this thesis has developed a classification model that conceptualizes the
quest to design manufacturing systems for distributed PPC as a problem of managing
(not strictly minimizing) the degree and impact of myopic behavior in the system. The
reviewed literature has shown that myopic behavior — while intrinsically linked to the
very nature of distributed PPC — exhibits negative consequences that warrant a conscious
and careful consideration during plant and controller design. Building upon results from
literature in a multitude of disciplines, this research could derive a set of dimensions along
which myopic decision-making (and its impact on manufacturing system performance)
may be controlled.

By perceiving the design of manufacturing systems as an exercise in myopia manage-
ment and the goal of balancing the advantages of both distributed and centralized PPC
approaches as the problem of determining the “right” amount of myopia to tolerate in a
manufacturing system, this thesis can establish a design space classification for distributed
PPC systems, which allows the description and comparison of (semi-)heterarchical PPC
systems in terms of their efforts into myopia reduction.



6.1 SUMMARY OF RESULTS

Q,: “Which degree of hierarchy in the controller results in the highest logistics
performance of a manufacturing system and why?”

Chapter 4 considers how and to which extent hierarchy in the control network can
improve the performance of networks of interacting agents. The chapter develops and
analyzes in detail a minimal model of distributed coordination on networks. The chapter
offers three important findings relating to the aspects of research question Q,:

1. The results show a peak in performance for medium degrees of hierarchy (involve-
ment of nodes with a “high level” view of the system), confirming so far purely
hypothesized beliefs in and beyond the PPC community.

2. An explanation of this phenomenon is found in the analysis of mutual information
between “leaders” and agents at lower levels of hierarchy, with additional under-
standing provided by the comparison with noise sources in simulated annealing
processes.

3. Finally, the transferability towards PPC applications was motivated by the applica-
tion of a forward model, which also confirmed the hypothesis about the relationship
between time-scale of optimization and the optimal control architecture.

Q,: “How can a production plant be designed to entice selfish agents to exhibit
predictable and desirable emergent system properties?”

The idea behind Chapter 5 may take a while to be digested at first: Why insist on the
attainment of some arbitrarily set target utilization level? But at closer look, this chapter
provides an arguably unprecedented glimpse in a world where manufacturing systems
are, to the fullest extent possible, designed in a constructionist fashion bottom-up.

Chapter 5 makes the consequences of such approach strikingly clear: Where agents
are set to maximize a simple single-objective target function, a manufacturing system
designed in the constructionist fashion will show little sophistication either. For both
affine and M/M/1 cost functions the socially optimal and the NE utilization-attaining
flow distributions were characterized analytically by subjecting existing optimization
problems for the calculation of these flows to the new constraint of a required target
utilization. For both cost functions, it could be shown that the utilization-attaining NEs
use a small subset of the machines and path alternatives originally provided, while flow
distributions that make a broader use of flexibility cannot be reached at all (for affine cost
functions) or only at the expense of investment in higher inventory levels (for M/M/1
cost functions).

Drawing upon the results from these three chapters, one can formulate a conclusion with
respect to the research-guiding question:

Qo (Research-guiding question): “How can both the plant and the controller
of manufacturing systems be designed to achieve high logistics performance
under distributed control?”

The design of manufacturing systems for distributed control is inherently different from
the traditional reductionist approach to manufacturing system design and control. The
bottom-up emergent nature of system behavior and the intrinsic connection between
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distributed decision-making, along with the possibility of myopic behavior, set out new
trade-offs to be navigated in system design that may be understood as combining central-
ized and distributed PPC traits. They, however, essentially describe a trade-off between
the adaptiveness and flexibility that comes from quick heuristic-based decision-making
based on limited information, and the stability, reliability, and (relative) optimality that
traditional PPC methods can induce where conditions are appropriate.

The results of the analytical chapters deepen this perception: The results of the forward
model (Section 4.6) provide evidence for the hypothesis that the optimal control archi-
tecture is dependent on the goals set out for the controlled system. Also Chapter 5 is
essentially the tale of such a trade-off, albeit only visible under the additional constraint
of fixed target-utilization: System layouts that exhibit flexibility, will only arise where
agents internalize the trade-off (e.g. between performance and flexibility) and are will-
ing to accept lower performance (higher throughput times) in exchange for less fragile
production networks.

6.2 IMPLICATIONS FOR THEORY

This thesis has picked up a number of interrelated research streams to derive a holistic
understanding of distributed and hybrid PPC systems and to identify ideas relevant to
their design and analysis (c.f. Sections 1.5 and 3.2.2). This section reviews the results
obtained in this thesis w.r.t. their implications for the underlying research streams.

6.2.1 DESIGN oF HYBRID PPC SySTEMS

The design of hybrid PPC systems — systems that combine desirable features of hierar-
chical and strictly distributed architectures — has been the driving idea behind this thesis
(Section 1.2). The main contribution to theory in the design of hybrid PPC systems lies in
the additional structure and analytical insights, given in this thesis.

Chapter 3 places the aim to design hybrid PPC systems in a multi-disciplinary effort to
understand and shape emergent behavior. While previous attempts have been made to
identify and structure measures to eliminate non-performing and/or erratic behavior of
distributed PPC systems, the results of this thesis provide substantial evidence that a
wider horizon of disciplines should be considered.

The contribution to PPC theory of Chapter 4 lies in the analytical investigation of hierar-
chy as one measure to reduce the impact of myopic behavior in distributed PPC systems.
Not only do the results add to the very small set of literature so far that can claim to
have investigated the design spectrum between centralized and distributed control (at
least with respect to hierarchy in the control network) in its entirety (c.f. Section 2.3.2),
but a mechanistic understanding is provided as to why this effect occurs. Designers and
researchers of distributed PPC are, therefore, given not only renewed confidence in the
hypothesis about an “optimal” degree of hierarchy, but are also provided with ideas as
to how the effectiveness of hierarchy can be measured. Together with the discussion
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and stylized experiments in Chapter 3, this thesis strongly underscores the idea that the
optimal performance is most likely to be found in the realm of hybrid PPC.

The analytical and experimental insights generated in Chapters 4 and 5 should also further
encourage the use of minimal models in the domain of manufacturing system design and
analysis (c.f. Section 1.6.2). While questions of transferability could not be fully explored
within the scope of this thesis (c.f. recommendations for future research provided in
Sections 4.8 and 5.12), the kind of mechanistic understanding that could be developed
in the analytical chapters of this work would have likely been beyond reach in more
detailed, complex system models.

6.2.2 CoMPLEX LEADERSHIP THEORY

CLT was primarily used in Chapter 4 to develop hypotheses for the mechanisms of
leadership that could be tested in the GCD model. The experimental validation of these
hypotheses (c.f. Section 4.7) indicates that, while UHL-BIEN et al. (2007) are right to
insist that “leadership” cannot simply be equated with “leaders” in complex systems,
“leaders” still play a central role in the emergence of leadership, not because of any
assigned authority, but owing to their positions, central in the organization. They lead (as
suggested in Hypotheses H, and H;) by having access to information and by invoking the
breakup of local regimes (patterns of behavior). The confirmation of these hypotheses
constitutes the first contribution of this thesis to CLT.

The curvilinear performance shape, observed in Section 4.4, also allows to develop new
hypotheses for leadership mechanisms in CAS that establish another contribution to CLT
research: The results suggest that the capabilities of leader nodes to foster the coordination
process in the system are constrained by limitations on communication. The results in
this thesis have highlighted the out sized role of intra-leader communication avenues to
maintain the leader’s role as sources of information and orchestrators of the coordination
process.

Both contributions also underline (again) the value that analytical investigations of ABMs
can bring to the understanding of organizations and the development of organization
theory (HAazy 2007; Hazy et al. 2007).

The results should finally be seen as encouragement for organization science researchers
to become more deeply involved in neighboring scientific debates. The necessity to design
(requiring the ability to analyze) organization schemes based fully on computerized agents
has already been pointed out. At the same point, the interaction of such systems with
human operators, with their flexibility and information-processing capacity is increasingly
recognized in the production control literature as a key challenge for the successful
development and adoption of novel forms of production control in practice (DELFMANN
et al. 2017; GORECKY et al. 2014). A closer cooperation between researchers in the domains
of distributed PPC and CLT is not only encouraged by similar ideas and problems, but
also mandated by the requirements of future production environments.
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6.2.3 (ALGORITHMIC) GAME THEORY

(Algorithmic) game theory in general and congestion games in particular have proven
to be a suitable tool for the analysis of agent behavior and interaction in the context of
distributed PPC in Chapter 5. As the literature review has indicated, “logistics-related”
applications of congestion games have so far been mainly centered on traffic modeling.
In that, this thesis has successfully extended the modeling approach to another (albeit:
related) domain of application.

The idea to enforce target-utilization levels is in itself a new facet in the discussion, how
capacitated flow networks can be shaped to designer expectations. So far, avoiding a price
of anarchy or finding an optimum in the trade-off between flow time and investment has
been assumed (c.f. Section 5.3.4).

6.2.4 COMPLEX ADAPTIVE SYSTEMS THEORY & CONSTRUCTIONIST SYSTEM
DESIGN

The fundamental difference between reductionist and constructionist design methodolo-
gies, along with the absence of cause-and-effect models to guide constructionist system
design (called “emergence engineering” by TRENTESAUX (2009)), was identified as the
research gap in Section 1.3.

This thesis has addressed this lack of understanding through a number of different ways:
by means of literature review and classification (c.f. Chapter 3) as well as minimal model
experimentation (Chapters 4 and 5). The results substantiate the idea that controlling and
designing CAS to attain high performance, may be supported by intentionally “mixing in”
traits of traditional hierarchical control approaches. While originally developed for the
domain of PPC, the classification model of Chapter 3 seems open to extensions/transfer
to a number of engineered systems where system behavior is shaped by a series of
hierarchically interconnected design decisions.

The results of Chapter 4 not only further the understanding of hierarchy as one particular
design dimension in the context of hybrid PPC, but also provide an abstract measure
(mutual information) to assess the impact of “leader nodes”. The results underscore the
existing sentiment (LIZIER et al. 2008) that information transfer, carefully adopted to the
coordination problem at hand, can support the investigation of coordination processes in
more general. Finding hypotheses developed from CLT to apply to purely engineered
systems, also supports the idea (first expressed by SoLow and SZMEREKOVSKY (2006))
that the role of leaders may constitute a more general system design question where
organization theory can contribute to general MAS theory and understanding.

Beyond collecting and creating evidence for the preferability of hybrid PPC approaches in
earlier chapters, Chapter 5 has advanced the discussion on the larger-scale ramifications
of a bottom-up, constructionist system design approach. While (at least in the domain
of PPC), distributed control has so far been implicitly assumed to operate within the
framework conditions of a system plant designed in a constructionist top-down fashion,
this thesis has followed through with a bottom-up design approach “all the way” to

160



6.3 IMPLICATIONS FOR PRACTICE

strategic decisions of systems design, showing clear implications and correlations between
decisions made at the agent level (i.e.: preferences for short throughput time) and observed
characteristics at the system level (material-flow networks of little flexibility).

6.3 IMPLICATIONS FOR PRACTICE

As stated before (Sections 1.3 and 2.2.2), the lack of understanding of the mechanics and
uncertainty about the performance of distributed PPC systems — among other things —
constitute one significant obstacle in their industrial application. The research-guiding
question of this thesis was formulated in an effort to reduce this roadblock to the adoption
of agent-based and hybrid PPC approaches. This section will review the implications of
this thesis for practitioners contemplating the adoption of agent-based PPC approaches.
It will also review the findings in the light of an anticipated “fourth industrial revolution”
(c.f. Section 1.1.2) and discuss the possible implications for other domains of application.

6.3.1 IMPROVING THE ACCEPTANCE OF DISTRIBUTED PPC IN PRACTICE

The classification model of Chapter 3 aimed at understanding and describing the design
space between the poles of hierarchical and strictly distributed PPC. It provides man-
ufacturing system designers with a better understanding of how PPC approaches can
deliberately be positioned between the poles (and characteristics) of hierarchical and fully
distributed PPC and how the system plant influences this trade-off. The results should
increase the confidence of manufacturing system designers to shape distributed or hybrid
PPC approaches according to their wishes and needs.

While Chapter 3 has implicitly assumed that hybrid PPC approaches exhibit the best
performance, Chapter 4 has provided experimental evidence. More importantly for ap-
plications in industry, it has motivated a concrete measure (mutual information) and
a comparison with an established optimization procedure (simulation annealing) that
should enhance the understanding and ability to measure and influence the degree of
hierarchy in a control system to attain optimal performance.

The ability to predict the emergent behavior of autonomous and selfish products and
to form this collective behavior to meet one’s own expectations stood at the center
of Chapter 5. Beyond their direct applicability to capacity-dimensioning problems, the
results, along with the conclusions from Section 3.3.1, support the idea that simple system
plants can effectively reduce the impact of myopic behavior. This thesis then helps to
delineate, very much in accordance with similar boundaries of applicability defined for
PULL production, a range of environmental conditions within which the application of
agent-based distributed PPC seems to be associated with little risk.
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6.3.2 IMPLICATIONS ON THE WAY TO THE FOURTH INDUSTRIAL
RevoruTIiON

If one believes the predictions, the manufacturing systems of the future are likely to find an
environment very different from what today’s systems were designed for: Highly complex
and flexible production plants, low volumes per product, and frequent change in the
product mix have been mentioned in Section 1.1.1. The manufacturing systems resulting
from the fourth industrial revolution will be expected to strive in these environments
(Section 1.1.2). This thesis then has implications for ongoing efforts to promote the
digitization of production, at least to the extent that “intelligent” objects and distributed
control are part of the vision.

Generally, a production environment that exhibits higher degrees of system plant complex-
ity is — by the logic of Chapter 3 — likely to be in need of more significant interventions
in agent behavior in order to avoid experiencing performance and predictability losses
due to myopic behavior. A sensible approach to the fourth industrial revolution, which
accounts for the substantial financial effects of a breakdown or loss of performance in
industrial production facilities, should start with distributed PPC sytems that show rather
little myopic behavior (e.g. are constrained by significant offline scheduling and with
close to global information) and seek optimization potential by allowing more myopic
behavior, as frequent changes in production and/or unplanned interruptions call for
increased responsiveness. An iterative process that starts at the opposite end (with a high
degree of myopic behavior) is more likely to accrue substantial losses in performance, as
the designers try to find an optimal configuration in the (still wide) range of hybrid PPC
designs.

The results of Chapter 4 not only underline the need to find a balance between distributed
and hierarchical PPC, but they can also help to answer one of the hitherto unanswered
design questions in the realm of CPS in production: the structure of communication and
interaction between agents (c.f. Section 1.3). The results imply that hierarchies should
be developed and integrated into the underlying agent network to the extent that the
established leaders can support the coordination process (as measurable by mutual infor-
mation). Connecting agents on a higher level of hierarchy may substantially improve
this capability and justify higher degrees of hierarchy.

The findings of Chapters 3 and 5 are also relevant where intelligent products designed by
different companies interact within one system plant. The vulnerability, more altruist
agents may have to selfish behaviors exhibited by others (c.f. Section 2.1.2) and the pro-
found impact that agents with a simple, one-dimensional target function can have on
system design (Chapter 5), both imply that many features, designers could so far build
into their manufacturing systems (like flexibility, safety stocks, ...) are much harder to
achieve, where intelligent products roam through the system. It will take either con-
tractual agreements (and potentially: payments) between supply chain partners, more
elaborate decision-making functions, or some form of incentives to make selfish agents
e.g. forming a safety stock or populating less attractive production paths. While exact
design recommendations for these situations cannot be derived directly from this thesis,
the results imply that actions in this direction will be necessary.
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6.3.3 IMPLICATIONS BEYOND INDUSTRIAL PRODUCTION

While developed in the context of manufacturing system design and control, many of the
results presented in this thesis have implications for other domains.

The design dimensions developed in Chapter 3 are naturally bound to the domain of this
thesis. However, the general ideas of (1) picking up design decisions and (2) evaluating
them w.r.t. their influence on the degree of myopic decision-making or the impact thereof
on system performance should be transferable to other engineering disciplines where
digitization heralds more distributed design approaches.

The interdisciplinary nature of the discussion in Chapter 4 gives evidence of the broad
impact and applicability of these results across a wide range of domains: Distributed
coordination processes are a common theme in many natural, social, and engineered
systems. Understanding the role of hierarchy in these systems is valuable not only to
designers of engineered systems, but also to those of social systems (the implications on
organization theory have already been discussed) and to the study of biological systems
(c.f. Ravasz et al. 2002; SIMON 1962, and the discussion on hierarchy in Section 3.3.2).

The model language of 5 was “borrowed” from other disciplines and adapted to a problem
motivated in the context of manufacturing system design. However, the motivation to
maintain some buffer when making capacity-dimensioning decisions and the inherent
contradiction between top-down design decisions and bottom-up emergence of system
behavior seem applicable also to those domains that have so far driven the discussion on
congestion games (notably: the design of traffic networks and distributed computation).

6.4 LIMITATIONS OF MINIMAL MODEL EXPERIMENTS

Throughout this thesis (starting with Section 1.6.2), the minimal nature of the models
discussed in detail and many of the inputs considered in the development of the classifica-
tion model, have been stressed. It is then an obvious limitation of these results that they
were often not (fully) observed from real manufacturing systems or more highly detailed
models (e.g. simulation studies). The models are not only minimal in their semantical
capacity to represent the many entities commonly found in manufacturing systems, but
also generally assume very simplistic decision rules and system structures. Many of these
limitations have already been addressed in the respective chapters. Here some additional
and more high-level assumptions will be discussed that may limit the transferability of
the results. It should be noted, however, that the research conducted in the analytical
chapters of this dissertation should be viewed as basic or fundamental research, with the
aim to improve the general knowledge and understanding of a phenomenon (NATIONAL
SciENCE FOUNDATION 1953) — not necessarily practical evidence.

For the GCD experiments reported in Chapter 4 and the scheduling application of Sec-
tion 4.6, the limitations as a scheduling tool are mainly the assumed unit-size processing
time across all operations (a commonly made assumption in CA-based scheduling, c.f.
CARNEIRO and OLIVEIRA 2013) and the lack of any technical and environmental con-
straints (c.f. BONGAERTS et al. 2000) that provide additional structure, e.g. by creating
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jobs out of individual operations. General flexibility and identical capacity of all machines
(colors) across all operations were further assumed. While the representativeness of
test-instances used to demonstrate scheduling algorithms is generally questionable (HALL
and POSNER 2001; HERNANDO et al. 2016; MCGEOCH 1996), the use of “shortcuts” and
the use of a scheduling problem of known structure (a ring graph) to circumvent the
NP-hard coloring/scheduling problem is particularly prone to be of little representative
value (McGEOCH 1996).

In Chapter 5, this research has limited itself to the discussion of two different latency
functions; it has generally been assumed that all machines adhere to the same latency
function class. It has also been assumed that the processing capacity requirements calcu-
lated are generally fulfilled by a single machine (we used e.g. an M/M/1, not an M/M/n
modeling approach). The assumption of an a priori known and constant demand dis-
tribution between products may also clash with the assumptions made about future
manufacturing systems (Section 1.1). Here such an assumption is found necessary to
provide some planning basis for the allocation of machine capacity.

6.5 RECOMMENDATIONS FOR FURTHER RESEARCH

Model- and problem-specific future research directions have already been discussed in
the concluding sections of the main thesis chapters. In particular, it is in the nature of
minimal model experiments that the question of result-transferability to more realistic
settings cannot be fully answered at present. Such transfer then would be one obvious
avenue for further research.

The discussions in Chapter 3 and the conclusions that could be drawn from the experi-
ments in Chapters 4 and 5, however, also justify - in the eye of the author - further such
minimal model experiments to investigate individual dimensions of myopia avoidance in
the design of manufacturing systems under distributed control. Following the example of
Chapter 4, a viable approach would seem to investigate other individual dimensions of
myopia control, identified in Chapter 3, through minimal models. Moreover, the analytical
experiments in this thesis have focused on single objectives (minimization of makespans
and WIP), while similar experiments seem possible that focus on other target dimensions.

Finally, the interplay between multiple dimensions of myopia control within one manu-
facturing system remains a challenge that has so far withstood attempts to gain insights
beyond individual simulation experiments. However, even with this limitation, the classi-
fication model of Chapter 3 suggests (and supports) the conceptualization of distributed
PPC approaches as forming a design space that may be subjected to more rigorous explo-
ration than has so far been reported. Future research should seek to compare different
control approaches that vary across multiple dimensions of myopia control in one system
plant to improve our understanding of the interrelationship between myopia control
dimensions on the one hand and the interrelationship between manufacturing plant and
controller design on the other hand.
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