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The paper is concerned with the variational formulation of the oligopolistic market equilibrium
problem in presence of both production and demand excesses. In particular, we generalize a
previous model in which the authors, instead, considered only the problem with production
excesses, by allowing also the presence of demand excesses. First we examine the equilibrium
conditions in terms of the well-known dynamic Cournot-Nash principle. Next, the equilibrium
conditions will be expressed in terms of Lagrange multipliers by means of the infinite dimensional
duality theory. Then, we show the equivalence between the two conditions that are both expressed
by an appropriate evolutionary variational inequality. Moreover, thanks to the variational
formulation, some existence and regularity results for equilibrium solutions are proved. At last,
a numerical example, which illustrates the features of the problem, is provided.

1. Introduction

The aim of this paper is to introduce a time-dependent variational formulation for the
dynamic oligopolistic market equilibrium model in presence of both production and demand
excesses. Moreover, in line with [1], we want to eliminate the serious drawback present in
[2] where the authors made the unreasonable assumption that the production of a given
commodity could be unbounded, by making possible any commodity shipment from a
firm to a demand market. This is not possible because the amount of a commodity that
the producers can offer is limited as a consequence of finite resources. Therefore, it can
happen that some of the amounts of the available commodity are sold out so that can occur
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an excess of demand, whereas for a part of the producers can occur an excess of production.
The question about the unbounded production had already been solved in [1], but the
presence of both excesses realizes a more complete study of the problem. In order to clarify
the presence of both production and demand excesses we consider some concrete economic
situations. During an economic crisis period the presence of production excesses can be due
to a demand decrease in demand markets and, on the other hand, the presence of demand
excesses may occur when the supply cannot satisfy the demand especially for fundamental
goods. Moreover, since the market model presented in this paper evolves in time, the presence
of both production and demand excesses is a consequence of the fact that the physical
transportation of commodity between a firm and a demand market is evidently limited,
therefore, there can exist some time intervals in which some of the demand markets require
more commodity, though some firms produce more commodity than they can send to all the
demand markets. For these reasons the new model results in a more realistic generalization of
the ones presented in [1, 2], where the authors studied the case without presence of excesses
and the case with the only presence of production excesses, respectively.

The equilibrium formulation fits in the light of a dynamic noncooperative behaviour.
The first author who treated the most trivial example of noncooperative behaviour between
two producers of a given commodity, nowadays called duopoly problem, was Cournot (see
[3]). Later Nash, in [4, 5], extended this concept by introducing m agents in his model
nowadays called noncooperative game, each acting according to his own self-interest.

In order to study the time-dependent behaviour of the model, we will afford this study
by considering the evolution of the market in time and, as a consequence, all the variables
present in this model, such as the costs, the commodity shipments, and the excesses depend
on time. As Beckmann and Wallace pointed out, for the first time, in [6], “the time-dependent
formulation of equilibrium problems allows one to explore the dynamics of adjustment
processes in which a delay on time response is operating.” Of course a delay on time response
always happens because the processes have not an infinite speed. Usually, such adjustment
processes can be represented by means of a memory term which depends on previous
equilibrium solutions according to the Volterra operator (see, e.g., [7]). The time-dependent
process was one of the main features of the paper [2] where, in particular, the authors studied
the variational formulation and proved the existence and regularity of a dynamic equilibrium
solution. Moreover, the regularity property allows to provide a computational procedure to
compute the equilibrium solutions (see, e.g., [8-12]).

In [13] the authors, through the notion of quasi-relative interior of sets (see [14]),
applied the infinite dimensional duality results developed in [15-18] to overcome the
difficulty of the voidness of the interior of the ordering cone which defines the constraints of
the problem and so proved the existence of Lagrange variables which permit to describe the
behaviour of the market. Moreover, in [13] some sensitivity results have been obtained each
of them showing that small changes of the solution happen in correspondence with small
changes of the profit function. In [7, 19], an oligopolistic market equilibrium model with an
explicit long-term memory has been considered. Then, in [19], the Lipschitz continuity of the
solution, which depends on the variation rate of projections onto time-dependent constraints
set, is shown and the existence of Lagrange multipliers is provided.

In the first part of the paper, we present the equilibrium conditions in presence of
excesses according to the well-known Cournot-Nash principle. This is a practical equilibrium
definition that expresses that each firm acts trying to maximize its own profit. The second
one, more theoretical, is shown through the Lagrange variables that better emphasize, in
particular, the presence of excess constraints. The equilibrium conditions established in terms
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of Lagrange variables do not arouse any concern because we will prove that their presence is
not influential in the definition of equilibrium because we can characterize such equilibrium
conditions by means of an evolutionary variational inequality that does not contain the
Lagrange variables. Another thing to notice is that the equilibrium conditions, provided
with the help of the duality theory, are equivalent to the dynamic Cournot-Nash equilibrium
principle because we can prove that they are both equivalent to the same evolutionary
variational inequality. Such variational formulation gives us a powerful tool for the study
of the existence, the regularity, and the calculus of equilibrium solutions. In particular, we
show that the constraint set satisfies the property of set convergence in Kuratowski’s sense
which has an important role in order to guarantee the continuity of equilibrium solutions.
Moreover, the continuity property is very useful in order to introduce a numerical scheme to
compute equilibrium solutions (see [20, 21]).

The outline of the paper is as the following. In Section 2, we describe the model of
the dynamic oligopolistic market equilibrium problem in presence of both production and
demand excesses and we show the equilibrium conditions making use of both Cournot-
Nash principle and Lagrange multipliers. In Section 3, we recall the new infinite dimensional
duality theory requested to show the existence of Lagrange variables. In Section 4, after
showing some preliminary lemmas, we give the proof of the characterization of the dynamic
oligopolistic market equilibrium conditions established in terms of Lagrange variables by
means of an evolutionary variational inequality, so we can derive their equivalence with the
dynamic Cournot-Nash principle. In Section 5, after recalling some preliminary definitions,
we give some existence results. Section 6 is devoted to provide a regularity result for the
equilibrium solution after proving that the constraint set of commodity shipments satisfies
the requirements of the set convergence in Kuratowski’s sense. Finally, in Section 7, we
provide a numerical example of a dynamic oligopolistic market equilibrium problem in
presence of production and demand excesses and underline some important features of the
problem.

2. Dynamic Oligopolistic Market Equilibrium

Let us consider m firms P;, i = 1,...,m, that produce only one commodity and n demand
markets Q;,j = 1,...,n, that are generally spatially separated. Assume that the homogeneous
commodity, produced by the m firms and consumed by the n markets, is involved during a
time interval [0,T], T > 0. Let p;(t), i = 1,...,m, denote the nonnegative commodity output
produced by firm P; at the time t € [0,T]. Let g;(t), j = 1,...,n, denote the nonnegative
demand for the commodity at demand market Q; at the time t € [0, T]. Let x;;(¢),i=1,...,m,
j = 1,...,n, denote the nonnegative commodity shipment between the supply market P,
and the demand market Q; at the time t € [0, T]. In particular, let us set the vector x;(t) =
(xi1(£), ..., xin(t)), i =1,...,m,t € [0,T] as the strategy vector for the firm P;. Finally, let
us introduce the production and demand excesses. Let €;(t), i = 1, ..., m, be the nonnegative
production excess for the commodity of the firm P; at the time t € [0, T]. Let 6;(t), j = 1,...,n,
be the nonnegative demand excess for the commodity of the demand market Q; at the time
te[0,T].

Let us group the production output into a vector-function p : [0,T] — R¥, the
demand output into a vector-function g : [0,T] — R}, the commodity shipments into a
matrix-function x : [0,T] — R, the production excess into a vector-function e : [0,T] —
R, and the demand excess into a vector-function 6 : [0,T] — R”.
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Let us assume that the following feasibility conditions hold:

pi(t) = ixi,-(t) +e€(t), i=1,...,m, ae in [0,T],
= 2.1)

gi(t) = D xi;(t) +6;(t), j=1,...,n, ae.in [0,T].
i=1

Hence, the quantity produced by each firm P, at the time ¢ € [0,T], must be equal to the
commodity shipments from that firm to all the demand markets plus the production excess,
at the same time t € [0, T]. Moreover, the quantity demanded by each demand market Q;,
at the time ¢ € [0, T], must be equal to the commodity shipments from all the firms to that
demand market plus the demand excess, at the same time t € [0, T].

Furthermore, we assume that the nonnegative commodity shipment between the
producer P; and the demand market Q; has to satisfy time-dependent constraints, namely,
there exist two nonnegative functions x,x : [0,T] — R such that

0 Sgi].(t) <xi(t) <x(t), Vi=1,...,m, Vj=1,...,n, ae. in [0,T]. (2.2)

For technical reasons, let us assume that

x € L*([0,T],R™), xeL?([0,T],R™), xeL*[0,T],R™),

(2.3)
e € L*([0,T],R™), &€ L*([0,T],R").
As a consequence, we have
p € L*([0,T],RY), qe€L*([0,T],RY). (2.4)
Then, the set of feasible vectors (x, €, 6) € L?([0, T], R7™m+n) s
K* = {(x, €,6) € L*([0,T], Rmm+my .
gi].(t) < xi(t) <x5(t), Vi=1,...,m,¥j=1,...,n, ae.in [0,T],
€i(t)>0,Vi=1,...,m, ae.in [0,T],
(2.5)

n
pi(t) = Zx,-]-(t) +e(t), Vi=1,...,m, ae.in [0,T],
=1

6]-(1‘) >0,Vj=1,...,n, ae.in [0,T],

qj(t) = ixij(t) +6j(t), Vj=1,...,n, a.e.in [0, T] }

i=1
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Furthermore, let us associate with each firm P; a production cost f,i=1,...,m, and
assume that the production cost of a firm P, may depend upon the entire production pattern,
namely:

fi=fit,x(t),e(t)). (2.6)

Similarly, let us associate with each demand market Q;, a demand price for unity of the
commodity d}’.‘, j =1,...,n and assume that the demand price of a demand market Q; may
depend upon the entire consumption pattern, namely:

dr = di(t,x(t), 6(t)). 2.7)

Moreover, since we allow production excesses and, consequently, the storage of commodities,
we must consider the function g’, i = 1,...,m, that denotes the storage cost of the
commodity produced by the firm P; and assume that this cost may depend upon the entire
production pattern, namely:

g =& (t,x(t),e(t)). (2.8)

Finally, let ¢;j, i = 1,...,m, j = 1,...,n, denote the transaction cost, which includes the
transportation cost associated with trading the commodity between firm P; and demand
market Q;. Here we permit the transaction cost to depend upon the entire shipment pattern,
namely:

cij(t) = cij(t, x(£)). (2.9)
Hence, we have the following mappings:

f7:00,T] x L*([0, T], R?™) x L*([0, T], RY") — L*([0, T],RY"),
d*:[0,T] x L*([0, T], R™) x L*([0, T],R}) — L*([0, T], RY),

(2.10)
g":[0,T] x L*([0, T], ™) x L*([0, T],RY") — L*([0,T],RY"),

c:[0,T] x L*([0, T], R™) — L*([0, T], R™).

The profit v} (t, x(t), e(t), 6(t)), i =1,...,m, of the firm P; at the time ¢ € [0, T] is, then,

ol x(8), €(t),6(8)) = S (1, (1), 6(0)xs (1) — £ (1, x(8), €(1)
i=1
! ) @2.11)
- gl* (t/x(t)/ €(t)) - Zcij (t/x(t))xij (t)/
j=1
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namely, it is equal to the price that the demand markets are disposed to pay minus the
production cost, the storage cost and the transportation costs.

Now, we can rewrite K* in an equivalent way. By virtue of (2.1) we can express €;(t) in
terms of p;(t) and x;;(t) and 6;(t) in terms of g;(t) and x;;(t), namely:

n
€i(t) = pi(t) - in]-(t), i=1,...,m, ae.in [0,T],
=1

(2.12)
6j(t) = q;(t) - inj(t), j=1,...,n, ae.in [0,T].
i=1
Then, the equivalent constraint set becomes
K = {x € L*([0,T],R™) :
gi].(t) <xii(t) <x(t), Vi=1,...,m, Vj=1,...,n, ae. in [0,T],
(2.13)

inj(t) <pit), Vi=1,...,m, ae.in [0,T],
=1

> xij(t) < gj(t), Vi=1,...,m, ae.in [O,T]}.
i=1

We can observe that K includes the presence of both production and demand excesses
described in K*.

Then, the production costs, the demand price, and the storage costs, by virtue of (2.12)
and taking into account (2.6), (2.7), and (2.8), become

fi= filt,x(t)) = f7 (£, x(t),e(t)),
dj = d;(t, x(t) = di (£, x(t), 6(t)), (2.14)

8i = it x(1)) = g; (£, x(t), e(t)),
and, analogously, the profit function (2.11) becomes

vi(t, x(t)) = v; (t, x(t), e(t), 6(t))
(2.15)

> djt, x(8)xij (1) = filt, x(8)) — gilt, x(£)) = D i (¢, x(£)) xij (£).
= =1
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Let us denote by Vpv = (0v;/0x;j) i=1,.,m, and let us assume the following assump-
j=1,...,
tions:

(i) vi(t, x(t)) is continuously differentiable for eachi=1,...,m, a.e.in [0,T],

(ii) Vpwo is a Carathéodory function such that

3h € L2([0,T1) : VDot X(t))lyn < KX ()|, ace.in [0,T], (2.16)

(iii) v;(t, x(t)) is pseudoconcave with respect to the variable x;, i = 1,...,m, a.e.in [0, T].

For the reader’s convenience, we recall that a function v, continuously differentiable, is called
pseudoconcave with respectto x;, i =1,...,m,a.e.in [0, T] (see [22]), if the following condition
holds, a.e. in [0, T]:

<§v (t X1, /xil--'rxm)rxi_yi>20
2.17)

= 0i(t,x1,. .., Xiyoo o, Xm) 20 (EX0, 0 Yoo X))

Now let us consider the dynamic oligopolistic market, in which the m firms supply the
commodity in a noncooperative fashion, each one trying to maximize its own profit function
considered the optimal distribution pattern for the other firms, at the time t € [0, T]. We seek
to determine a nonnegative commodity distribution matrix-function x for which the m firms
and the n demand markets will be in a state of equilibrium as defined below. In fact, we can
consider different, but equivalent, equilibrium conditions each of them illustrates important
features of the equilibrium.
The first one makes use of the dynamic Cournot-Nash principle (see [2]).

Definition 2.1. x* € K is a dynamic oligopolistic market equilibrium in presence of excesses if
and only if for eachi =1,...,m and a.e. in [0, T] one has

vt x* () > vi(t, (), % (1)), (2.18)
where
= (xi(t)’ 1 l(t) x1+1( ) m(t)) (219)

With the same technique used in [2, Theorem 3.1] it is possible to prove that under the
assumptions (i), (ii), (iii) on v;, Definition 2.1 is equivalent to an evolutionary variational
inequality, as the following result shows.

Theorem 2.2. Let one suppose that assumptions (i), (ii), (iii) are satisfied. Then, x* € K is a dynamic
oligopolistic market equilibrium in presence of excesses according to Definition 2.1 if and only if it
satisfies the evolutionary variational inequality

J ZZ avl(t X (t))< z](t) xl](t)> t>0, VxekK. (2.20)

i=1 j=1 1]
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In Section 4 we will prove that, under the assumptions (i), (ii), (iii) on the profit
function v, Definition 2.1 is equivalent to the equilibrium conditions defined through
Lagrange variables which are very useful in order to analyze the presence of both production
and demand excesses.

Definition 2.3. x* € K is a dynamic oligopolistic market problem equilibrium in presence
of excesses if and only if, for eachi = 1,...,m, j = 1,...,n and a.e. in [0,T], there exist
Aj; € L%([0,T]), pi; € L*([0,T1), p; € L*([0,T)), vi(t) € L2([0,T]) such that

- S i)+ i)+ ) - 1), @:2)
(1) <§i].(t) - xl’-‘j(t)> =0, A5t >0, (2.22)
PO (x5 -%;(1) =0, pj(1) 20, (2.23)

() <§x;}(t> —pi<t>> 0, W20, (224)
vi(t) <§1:x;‘j(t) - q]-(t)> =0, V()20 (2.25)

The terms .)L:}-(t), p;‘].(t), ui (1), v;.‘(t) are the Lagrange multipliers associated to the
constraints x7;(t) > x;(f), xj;(t) < Xi(t), > x;(t) < pi(t), and > xp(t) < gi(h),
respectively.

They, as it is well known, have a topical importance on the understanding and the

management of the market. In fact, at a fixed time ¢ € [0,T], we have:

(a) if /\;*].(t) > 0 then, by using (2.22), we obtain x;.*].(t) =X; ].(t), namely, the commodity
shipment between the firm P; and the demand market Q; is minimum,

(b) if xlf‘].(t) > gi].(t) then, taking into account (2.22), )L;f‘].(t) = 0 and, making use of
(2.21), it results p;.“]. () +pi(t) + v;.* (t) = 0v;(t, x*(t))/ O0x;j, namely, p;‘j () +pi(t) + v;.‘ ()
is equal to the marginal profit,

(c) if p;.*j(t) > 0 then, by using (2.23), we obtain x;.*].(t) = x;j(t), namely, the commodity
shipment between the firm P; and the demand market Q; is maximum,

(d) if x;‘j(t) < x;j(t) then, making use of (2.23), p;‘j(t) = 0 and, taking into account (2.21),
we get 7 (£) + v} (t) — A, (t) = 0vi(t, x*(£)) /0xij, namely, p; (£) + v} (t) — A};(t) is equal
to the marginal profit,
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(e) if y; (t) > 0 then, for the condition (2.24), we have 27:1 xl’f].(t) = pi(t), namely, there
is no production excess,

(f) if 27:1 x;‘j(t) < pi(t), as a consequence of (2.24) we get pu:(t) = 0 and, for the
condition (2.21),p;.*].(t)+v}‘(t)—)qj(t) 0v;(t, x*(t)) / 0x;j, namely, p”(t)+v t)- )L* (1)
is equal to the marginal profit,

(g) if v;.‘(t) > 0 then, for the condition (2.25), it results >["; x;.*].(t) = gj(t), namely, there
is no demand excess,

(h) if 337, xl’.‘].(t) < gj(t), as a consequence of (2.25) we obtain v;’f(t) = 0 and, for the
condition (2.21), p;.“].(t) +u(t) —)L;‘].(t) = 0v;(t, x*(t))/Ox;j, namely, p:.‘].(t) +ui(t) —J\;‘j(t)
is equal to the marginal profit.

It is worthy to underline that in Definition 2.3, even if in (2.21)-(2.25) the unknown
Lagrange variables A}, pf;, pi, v appear, they do not influence the equilibrium definition

because the following equivalent condition in terms of evolutionary variational inequality
holds.

Theorem 2.4. x* € K is a dynamic oligopolistic market equilibrium in presence of excesses according
to Definition 2.3 if and only if it satisfies the evolutionary variational inequality:

I Zzavl(t x (t))< X (F) xl](t)>dt>0 Vx € K. (2.26)

i=1 j=1 Xij

Taking into account Theorems 2.2 and 2.4, the equivalence between Definitions 2.1 and
2.3 is proved.

Finally, we observe that also in the case in which the production is bounded and we
are in presence of excesses, the meaning of Cournot-Nash equilibrium does not change.

3. Lagrange Theory

Let us present the infinite dimensional Lagrange duality theory which represents an
important and very recent achievement (see [16-18]). At first, we remember some definitions
and then we give some duality results (see [15-17]).

Let X denote a real normed space, let X* be the topological dual of all continuous
linear functionals on X, and let C be a subset of X. Given an element x € CI(C), the set:

Tc(x)={heX h—11mA(xn—x) A, >0, x, €C, Vn €N, hmxn—x} (3.1)

n—oo

is called the tangent cone to C at x.
If C is convex, we have (see [23]):

Tc(x) = Cl(Cone(C - {x})), (3.2)

where Cone(C) = {Ax:x € C, A >0}.
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Following Borwein and Lewis [14], we give the following definition of quasi-relative
interior for a convex set.

Definition 3.1. Let C be a convex subset of X. The quasi-relative interior of C, denoted by
qri C, is the set of those x € C for which T¢(x) is a linear subspace of X.

If we define the normal cone to C at x as the set:
Ne(x)={¢eX*: (¢, y-x)<0, YyeC}, (3.3)

the following result holds.

Proposition 3.2. Let C be a convex subset of X and x € C. Then x € qri C if and only if Nc(x) is a
linear subspace of X*.

Using the notion of qri C, in [17], the following separation theorem is proved.

Theorem 3.3. Let C be a convex subset of X and xo € C \ qri C. Then, there exists ¢ € X*, ¢ # Ox-,
such that

<§/x> < <§,X0>, Vx € C. (34)

Vice versa, let one suppose that there exist { # Ox- and a point xy € X such that (¢, x) < (¢, xo), for
all x € C, and that C1(Tc(xo) — Tc(x0)) = X. Then, xy & qri C.

Now, let us present the statement of the infinite dimensional duality theory.

Let X be a real linear topological space and S a nonempty convex subset of X; let
(Y, |l - lly) be a real normed space partially ordered by a convex cone C and let (Z, || - || ;) be a
real normed space. Let f : S — Rand g: S — Y be two convex functionsand leth: S — Z
be an affine-linear function.

Let us consider the problem

I?eiu? f(x), (3.5)

where K = {x € S: g(x) € -C, h(x) = 0z}, and the dual problem

maxinf{ f(x) + (u,g(x)) + (v, h(x))}, (3.6)
veZ*

where C* = {u € Y* : (u,y) > 0 Yy € C} is the dual cone of C.
We say that Assumption S is fulfilled at a point xy € K if and only if it results in

T31(0,6y,62) N (]-o0,0[ x {6y} x {62}) = 0, (3.7)

where M = {(f(x) = f(x0) +a, g(x)+y,h(x)) :xe€S\K, a>0, yeC}.

Remark 3.4. 1f (0,0y,0z7) ¢ CI(M), then Assumption S holds, because T5;(0, 6y, 0z) = 0.
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Remark 3.5. If Assumption Sholds, T3;(0,0y,62) #0, and (I, 0y, 02) € T3;(0,6y,02), thenl > 0.
Remark 3.6. If Assumption S holds, then (0,60y,0z) ¢ qri M.

The following theorem holds (see [16]).

Theorem 3.7. Under the above assumptions, if problem (3.5) is solvable and Assumption S is fulfilled
at the extremal solution xq € K, then also problem (3.6) is solvable, the extreme values of both problems
are equal, and if (xo,u,0) € K x C* x Z* is the optimal point of problem (3.6), it results in:

(i1, g(x0)) = 0. (3.8)

Using Theorem 3.7, we are able to show the usual relationship between a saddle point
of the so-called Lagrange functional:

L(x,u,v) = f(x) +(u,g(x)) + (v,h(x)), VxeS YueC*, YveZ, (3.9)

and the solution of the constraint optimization problem (3.5) (see [16]).

Theorem 3.8. Let one assume that the assumptions of Theorem 3.7 are satisfied. Then, xy € K is a
minimal solution to problem (3.5) if and only if there exist u € C* and © € Z* such that (xo,u,v) is
a saddle point of the Lagrange functional (3.9), namely:

L(xo,u,v) < L(xg,u,v) < L(x,u,v), Vx€S ueC,velZ, (3.10)
and, moreover, it results in

(u, g(x0)) = 0. (3.11)

4. Proof of Existence of Lagrange Variables

In this section, making use of the infinite dimensional Lagrange duality theory shown
in Section 3, we will prove that equilibrium conditions (2.21)—(2.25) can be equivalently
expressed by the evolutionary variational inequality (2.20). As a consequence, we determine
under assumptions (i), (ii), (iii) on the profit function v, the equivalence with dynamic
Cournot-Nash equilibrium conditions (2.18).

In order to prove Theorem 2.4, let us show some preliminary results. At first we recall
Lemma 3.7 in [13] for the capacity constraints of the commodity shipments.

Lemma 4.1. Let x* € K be a solution to the variational inequality (2.20) and let one set

Ej={tel0,T]: x5 =x;(}, Vi=1,...,m ¥j=1..,n,

E° = {t € [0,T]: x,(t) < xj;(t) <§,-]-(t)}, Vi=1,...,m, ¥j=1,...,n, (4.1)

Y

E;jz{te[o,T]: x;;(t)zyij(t)}, Vi=1,...,m, ¥j=1,...,n
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Then, one has

ov;(t, x(t)) <0

o <0, aein Ei_j,
(t, x*(t

ovi(t, x"(t)) _ 0, aeinkE), 2
6xij !

ov;(t,x(t)) S

0, ae. inE".
ax,’]’ ’ i

Now, we recall Lemma 4.1 in [1] that holds when production excesses occur.

Lemma 4.2. Let x* € K be a solution to the variational inequality (2.20). Setting

)= {te [0,T] :ix}“j(t) :pi(t)}, i=1,...,m,
j=1

0v; (t, x*(t ) .
yf(t):min{—M, =1,...,n}, ae.in I?, i=1,...,m,
6x,-,-

(4.3)
Xy = {tel? : —%’Z(t)) >y;(t)}, i=1,...,m,
Y = {t el: —M%’TJ:(”) = y;(t)}, i=1,...,m,
one has
CW _yi*(t)>x;-*j(t) =0, aeinl’ Vi=1,...,m,
ij
Y <0, aeinY’, Vi=1,...,m, (4.4)
-W >0, aeinX), ¥j=1,...,n
ij

With the same technique used for proving Lemma 4.2, we can obtain the following
analogous result that holds when demand excesses occur.

Lemma 4.3. Let x* € K be a solution to the variational inequality (2.20). Setting

HY = {te CHEPYAC =qj<t>}, j=1...m,

i(t, x* (¢ . :
() =min{—%fj()), 1=1,...,m}, aein HY, j=1,...,n,
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ov;(t, x*(t)) :
0 _ 0. . _
Vj—{teH/-.—Tij>q].(t) , j=1...,n,
avi(tl X*(t)) .
0_ 0. - _
Wj—{teHj.—Tij—qj(t) , j=1...n,
(4.5)
one has
ov;(t, x*(t . . . .
<_l(aTj()) -1 (t))xi].(t) =0, aein H]Q, ji=1,...,n, (4.6)
q;f(t) <0, aein W]Q, Vi=1,...,n,
(v (4.7)
—MZO, a.e.in VI.O, Vi=1,...,m.

axi]-

Now, we remember Lemma 4.2 in [1] that holds when production excesses occur.

Lemma 4.4. Let x* € K be a solution to the variational inequality (2.20). Setting

Iy = {t € [0,T]: 2 xi(t) = pilt) < 0}, i=L...,m, (48
=1
one has
_—avi(t’x (t)) = O, a.e. in I;, Vi= 1,,..,7’)’1. (49)
ax,-,-

Finally, by proceeding as in Lemma 4.4 we can prove the following analogous result
that holds when demand excesses occur.

Lemma 4.5. Let x* € K be a solution to the variational inequality (2.20). Setting
m
H; = {t €[0,T]: lex;‘j(t) -qj(t) < 0}, ji=1...,n, (4.10)
i=

one has

_ a’Ul’(t, x* (t)) —

ox; 0, ae.in H].‘, Vi=1,...,n (4.11)

Now we are able to prove Theorem 2.4.
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Proof of Theorem 2.4. Let us assume that x* € K is an equilibrium solution according to
Definition 2.3. Then, taking into account that A (t)(gl] (£)—x}; (t)) =0and p;‘j(t)(x;‘j(t)—iij(t)) =
0, a.e.in [0,T], we have for every x € K, a.e.in [0, T],

G (ay0) - x50) = i) (w0 - 50) =50 (0 - x50)

SOl CIOREAO) ERHOIEHOREAO)
= —p (1) (xy (D) ~ (D) = ;O (x (D - x0) 12
=1 (8) (i (B) = x5 () + X5 (x5 () — (1))

> () (2 (6) - x5 (1)) = v () (e (1) - x50,

and, as a consequence, by summing overi = 1,...,mand j = 1,...,n, integrating on [0, T]
and using the conditions (2.24) and (2.25), it results, for each x € K

T m n . *
J‘ ZZ - %@(JL’UU) - x;(t))dt

0 =1 j=1
m T n
Z _Z 0 ‘u:(t) le] (t lej (t) +Pl(t) pl(t)
i=1 j=1
n T m
-2 . vi (D) ( Do) - le,(t) +q;(t) - q,(t)> (4.13)
j=1 i=1

i=1 70 j=1

n T m
-2 v Y - q;(t))dt>0
j=170 i=1

Hence, we obtain (2.20).
Vice versa, let x* € K be a solution to (2.20) and let us apply the infinite dimensional
duality theory. First of all, let us prove that the Assumption S is fulfilled.
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Let us set, for x € L2([0,T], R™"),

T&E ou(t,x (b)) .
Y(x) = I 3y - % <xij(t) - xi].(t)>dt,

0 =1 j=1

j=1 i=1

M= { <1P(x) +a,—x+£+y,x—f+u,zxij—Pi+7]i/zxii_qi+zf> :
(4.14)

i=1,...,m j=1,...,n, a>0, x € L*([0,T],R™) \ K,

y,u € L*([0,T],RI™), v e L*([0,T],RY), z € L*([0,T],RY) }

we must show that if (l, OLZ([O,T],]RT”)/GLZ([O,T],]RT")rQLZ([O,T],]RT)/GLZ([O,T],]RZ)) belongs to
T57(0, Or2(jo,1,R™), Or2 (0,118, Or2([0,71,8™), Or2 (0,71, R7) ), Namely:

lim L (™) + ) = 1,
n—+oo

lim /\n(—x” +X+ yn) = GLZ([O,T],]RT")/

n—+oo

lim A, (x" =X +u") = Or2([0,1),8m),
n— +oo

(4.15)
n
nlir{lwln <]lel’; -pi+ v:‘> =0 orRy, Vi=1,...,m,

n—+oo
i=1

m
lim ./\n <le'; - q/ + Z7> = QLZ([O,T],R+)/ V] = ]_, ....n,
with A, > 0, x* € L*([0,T],R™) \ K, a, > 0, y", u" € L*([0,T],R"™), v" € L*([0,T],R™),
z" € L*([0,T],R"), foralln € N, and
Iim (¥(x")+a,) =0,
n— +oo
lim (-x"+x+y") = Or2(0r),20m),
n— +oo

Im (x" +X +u") = Or2(j0,17,r7m),

n— +oo
(4.16)
n
nlirpw <Zx1’; -pi+ vl”> =02orR,), Yi=1,...,m,
=1

m
m <innj —4qi+ Z7> =0nqorry, Vi=1l...m,

i=1

then [ is nonnegative.
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Let us set
Ep={telo,T]: xj()=x;(0}, i=1,...,m j=1..n,
EY = {te [0,T]: x;;(t) <x;‘j(t)<§i,~(t)}, i=1,...,m j=1,...,n,
Ep={telo,T]: xj() =%;()}, i=1,...,m j=1,...n
0= {te[O,T]: Zx;*j(t):pi(t)}, i=1,...,m,
j=1
H]Q: {tE[O,T] le:}(t)=q](t)}/ j=1,..-,7’l,
I = {te [0,T] : Zx;-"].(t) —-pi(t) <0}, i=1,...,m,
j=1

Hj’ = {te [0,T] : gxfj(t) - q;(t) <0}, j=1...,n,

(4.17)
y{‘(t)zmin{—w,jzl,...,n}, teI?,izl,...,m,
axi]-
. . ovu;(t, x*(t)) . 0
ﬂ-(t):mm{——,lzl,...,m , teH, j=1,...,n,
i oxij j
0v;(t, x*(t)) )
X0 = 0 — sy =1,...
; tel ox; >yi), i=1,...,m,
0v;(t, x*(t)) )
Y={teld: - 0 — oyt =1,...
1 E 1 axl] Yl () 4 1 4 rmr
0v; (t, x*(t)) )
0 _ 0. _ * _
V]. = teH].. —axij >11j(t) , j=1,...,m,
0v;(t, x*(t)) )
0_ 0. _ o _
W].— tEH]-. ox; —qj(t) , j=1,...,n
Before starting with the proof let us observe the following:
0,T)=IPu(H\I°)u(I;nH;), Vi=1,...,m Vj=1,...,n, (4.18)
1 ] 1 1 ] ]

and also

[0,T]=E,;UE;UE;, Vi=1,...,m Vj=1,..,n (4.19)

ij/
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Moreover,

E;=Epn[Pu(HI) U (1 nH )]

= (Byn1?) o [0 (HAL)] v [E5 0 (1 0 1)

(4.20)
= <E;]. mX?) U (Ei‘j N Y?) U [E;j n (V]‘) \ I?)]
ulEgn (WA u[Ejn (G nH;)] Vi1 m Vi=1,.m,
and, analogously,
E) = (B nx?)u (B ny?) U [ES n (v I)] U [ES n (W 1)
UlEsn (1T nH;)], visl.m Yi=1,m,
(4.21)
£ - (55) o 55 ) o g5 (47 1)
ulEsn (W) u[Esn (7 nHy )|, Vi=1,..m ¥i=1,.m

Now we observe that, for Lemmas 4.1, 4.2, 4.3, 4.4, and 4.5, we get

ov; (t, x*(t
_ 'Uz(/x()):(), aeinEl, Vi=1,...,m Yj=1,.,n,
6x,~]~ ]
ov; (t, x(t
J0x) S0 G ein E2XY, Viz e m Yi=1,..m,
axi]' ]
ov; (t, x(t
) =y () =0, ae.in E;NY}, Vi=1..,m VYj=1,...,n
axij j
ov; (t, x(t)) o . .
_Tij 20’ a.e.mn E1]ﬁ<‘/70\110>’ Vi=1,..., m, V]:l ,,,,, n,
ov; (t, x(t)) . o - _ .
o =7;(t) =0, a.e.in E; N <W]. \ I ), Vi=1,..., m Vj=1,..., n,
ov; (t, x(t)) o ) ) ‘ .
_ o =0, a.e.in Ei].ﬂ(Ii ﬂH].>, Vi=1,..., m,Vi=1,...,n,
_ovi(t, x(t))

P =0, ae.in E;NX], Vi=1,...,m Vj=1,..n



18 Abstract and Applied Analysis
_owi(t, x(t) _
ox;jj
duit, (1)
6x1-,-
_oui(t, x(t) _
6x,-]-

0v;(t, x(t))
B 6x1-,-

Yi(t) <0, aemE*ﬂYG Vi=1,...,m,Vj=1,...,n,
=0, acin Ejn (VL) Vi=1,...,m Vj=1,.n
(1) <0, ae. in E <W;’\I§>>, Vi=1,...,m ¥j=1,...,n,

-0, ae. in E;m(l;mH;), Vi=1,...,m, Yj=1,...,n

(4.22)

As a consequence, we have

I= lim L,(¥(x") + a,)
n—+oo

o D AUE0) Y.

11]1

2 tm L <f PP Il x.(t))( X (0) - x;, (1))t (4.23)

,]11]1

+I S _%’:(”)@g(t)-x;jm)dt

- 0vi(t, x* (1) 1, _
j 230~ PG (<o -xﬁ-m)dt)
We note that

lim A, L 3y - M( nt) - xU(t)) (4.24)

n—+oo (l)] im1 j=1 axi]-

being —0v;(t, x*(t))/0x;; = 0, a.e. in E?j, foralli=1,...,m,forallj = 1,...,n. We will prove
that

o[ n _oui(t, x(t))( Xt —zi,-(t))dt 50,
" 1] 1 i (4.25)
lim 4, | S - M(x;;(t) - Ej(t)>dt > 0.

n— +oo E; P 1j:1 axl]



Abstract and Applied Analysis 19

In fact, it results in

i=1 j=1

m n ai : t
= [ zz—%ﬁ‘”@;m-&jm)dt

E;nX] =1 j=1
L é)vi(t,x(t))
+)Lnf _ = 7 x?t—xi.t At
E;nY? ,:legl 0x;jj ( ]( ) —]( )>

mon _av,-(t,x(t))

+-)L1’l _ 7 xln t _xi‘ t dt
E:]ﬂ(V)U\IlO> i=1 j=1 axz] < ]( ) _]( ))
(4.26)
m n avl(t X(t))
o ) — x.. (£))dt
E;; ﬂ(WO\IO lz=l: = l] < 1]( ) —l]( ))

) S5 0 s

UOI, ﬁH i=1 j=1

m n ov; (t, x(t
=\, fE ZZ _ Mx?j(t)dt

;an? i=1 j=1 axi}'

L _6vi(t,§(t))

+ A,
E;}.n(Vj‘)\I?) i=1 j=1 axij

x{;(t)dt.

By virtue of the previous remarks, conditions (4.4) and (4.6), Lemmas 4.1, 4.2, 4.3, 4.4, and
4.5, for the conditions of belonging to the tangent cone, we get the first inequality of (4.25)
and, with analogous considerations, we get the second inequality of (4.25).

Therefore, thanks to (4.25) and (4.24), we have that
l= lirP A, (P (x™) + ay)

. “ avi(t/ x*(t)) n *
= lim 1, (fo N <xl.j(t) - xi].(t)>dt + an>

11]1

(4.27)

is nonnegative.
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Taking into account Theorems 3.7 and 3.8, if we consider the Lagrange function,

m n T
2(x, 0, p,1,9) =¥(x) - 3> fo Aij(£) <£i].(t) - xij(t)>dt

i=1 j=1

m n T
Y jo pii (1) (xif () — %oy (1)) it

i=1j=1
(4.28)

m T n
iy f i) [ Sxiit) - pit) )t
i=1 Y0 j=1
n T m
+ Z J’ v;(t) <ini(t) - qi(f)>dt,
j=1 0 i=1

we have that there exist A*, p* € L*([0,T],R™), u* € L*>([0,T],R™), v* € L2([0,T],R"), such

that

L(x*, A, p,u,v) < L(x* N5, ", ), v7) < L(x, A, p*,pt, v, (4.29)

forall x € L2([0, T],RI™), A, p € L*([0,T],RY™), p € L*([0,T],RY), v € L*([0,T],R}), and,

moreover,

0, Vi=1,....m Vj=1,...,n,

255(8) (3, = x50)

p;j(t)(x;].(t) -z-]-(t)) =0, Vi=1,...,m,Vji=1,...,n,

Hi (1) <Zx;}(t) —pi(t)> =0, Vi=1,...,m,
j=1

(4.30)

Vi (t) <Zx;.;(t) —q]-(t)> =0, Vj=1,...,n
i=1
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Then, for conditions (4.30), £(x*, A*, p*, u*,v*) = 0, and by virtue of the right-hand side of
(4.29) and the equalities (4.30), we get

m n T ai 3 * .
,E(x,)»*,p*,/l*,v*) — ZZ fo _U(QTJ;(t))<xll(t) —xl](t)>dt

i=1 j=1

5 ,[T A55(8) (i (1) = x5 )

i=1j=170

33 fOT ICICHOREACNEL

e (4.31)
m n T
: (1) = x5 d
+§]§1 fo Hi (t)<x](t) xl](t)> t
n m T
* ” ot d
+ 12:?1‘1‘:1 J‘O v (t) (x](t) x”(t)> ¢

> L(x*, A%, p*, ut,v*) =0, VxeL*[0,T],R™).

Then, £(x, \*, p*, u*,v*) has a minimal point in x*.
Let us assume that xil]. = xj; + € and xl.z]. = xj; — e, forall e € L2([0,T],R™m). Let us
note that

,E(xl, A*[p*[ﬂ*[y*)

m n T . *
= ZZJ (-w = X5(8) + Pl () + i (1) + v;(t)>ei,~(t)dt >0,
. s

Ye € L*([0,T],R™),

(4.32)
‘e<x21 )L*/ P*l ‘l/l*, V*>
L T . *
= —{ZZJ (-M — AL (E) + pr(t) + i (E) + Vtk(t)>€ij(t)dt} >0,
. . ax.. 1] 1] i i
i=1 j=1 0 ij
Ve € L*([0,T], R™).
As a consequence, we have
Z 7 T o *
22 f <—M = A (8) + i (£) + pi (£) + v;‘(t)> eij(Hdt =0,
I=1 j=1 0 xij (433)

Ve € L*([0, T, RY™),
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and, hence, we obtain the equilibrium conditions according to Definition 2.3, namely:

_0vi(t, x* (1))

axl] +p ( )+‘ul (t) +V (t) = :}(t),

(1) (2,0 = x5(1) =0, A5 20,

p;}(t)( X (t) = xl](t) =0, pj(t) >0,

(4.34)
1 (0) <Zx;-;~<t> ~pi) > 0, w20,
=1
v (t <Zx1] (t) ‘7] (t)> = / V (t) 2 0
foralli=1,...,m,j=1,...,nae.in [0,T]. O

5. Existence Results

This section is devoted to show some results for the existence of solutions to the dynamic
oligopolistic market equilibrium problem in presence of excesses.

Let us recall some definitions (see [24]). Let X be a reflexive Banach space, let K be a
subset of X, and let X* be the dual space of X.

Definition 5.1. A mapping A : K — X* is strongly monotone on K if and only if for all u,
v € K, there exists v > 0 such that (Au— Av,u—v) > v|u- v||H2<.

Definition 5.2. A mapping A : K — X* is pseudomonotone in the sense of Karamardian
(K-pseudomonotone) if and only if for all 4, v € K,

(Av,u-v) >0= (Au,u—-v) > 0. (5.1)

Definition 5.3. A mapping A : K — X* is strictly pseudomonotone if and only if for all u,
veK u#v,

(Av,u-v) >0= (Au,u—-v) > 0. (5.2)

Definition 5.4. A mapping A : K — X* is pseudomonotone in the sense of Brezis (B-
pseudomonotone) if and only if:

(1) for each sequence {u,} weakly converging to u (in short u,, — u) in K and such that
limsup, ( Auy, u, —v) <0it results in

liminf{Au,, u, —v) > (Au,u—v), Vovek, (5.3)
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(2) for each v € K the function u — (Au,u — v) is lower bounded on the bounded
subset of K.

Let, now, K be a convex subset of X.

Definition 5.5. A mapping A : K — X* is lower hemicontinuous along line segments, if and
only if the function ¢ — (A¢,u — v) is lower semicontinuous for all #, v € K on the line
segments [u, v].

Definition 5.6. A mapping A : K — X* is hemicontinuous in the sense of Fan (F-
hemicontinuous) if and only if for all v € K the function u — (Au,u — v) is weakly lower

semicontinuous on K.
Let us recall that in the Hilbert space L([0, T], R¥)

T
K P,y >= fo (p(t), y(t))dt, (5.4)

is its duality mapping, where ¢ € (L*([0,T], R¥))* = L?([0,T],R¥) and y € L*([0, T], R¥). We
are able to show the following existence result.

Theorem 5.7. Let one set

K = {x€L2([O,T],Rm"): (5.5)
gi].(t) <xij(t) <x(t), Vi=1,...,m,Vj=1,...,n, ae in [0,T],

in].(t) <pit), Vi=1,...,m, ae. in [0,T],
=1

Sxi®) < a0, ¥j=1,...,m, ac.in [O/Tl}-
i=1

If A is B-pseudomonotone or F-hemicontinuous, or assuming that A is K-pseudomonotone and lower
hemicontinuous along line segments, then the variational inequality

K Ax",x-x*>>0, Vxek, (5.6)

admits a solution.
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Proof. Let us note that K is clearly a nonempty, closed, convex, and bounded subset of
L2([0,T],R™™), and, consequently, it is a weakly compact subset of L?([0, T], R™"). Then, the
claim is achieved by applying Theorems 2.6 and 2.7 and Corollary 3.7 in [24]. O

6. Regularity Results

In the following, we want to establish conditions under which the solutions to the dynamic
oligopolistic market problem with both production and demand excesses are continuous with
respect to time.

6.1. Set Convergence

Let us remember the classical notion of convergence for subsets of a given metric space (X, d),
which was introduced in the 1950s by Kuratowski (see [25], see also [26, 27]).
Let { K, },cy be a sequence of subsets of X. Let us remember that

d-lim K, = {x € X : 3{xy,},ey eventually in K, such that x, 4, x},
(6.1)
d-lim,K, = {x € X : 3{xy},ey frequently in K, such that x, 4, x},

where eventually means that there exists 6 € N such that x,, € K, for any n > 6, and frequently
means that there exists an infinite subset N C N such that x,, € K, for any n € N (in this
last case, according to the notation given above, we also write that there exists a subsequence
{xk, } e € {Xn ) pen such that x, € Ky,).

Now, we are able to recall the Kuratowski’s convergence of sets.

Definition 6.1. We say that the sequence {K,},cy converges to some subset K C X in
Kuratowski’s sense, and we briefly write K, — K, if and only if d-lim K, = d-lim, K, = K.
Thus, in order to verify that K,, — K, it suffices to check that

(i) K cd-lim K,, thatis, for any x € K there exists a sequence {x, },y eventually in
d
K, such that x,, — x,

(ii) d-1lim,K, C K, that s, for any sequence {x,},cy frequently in K, such that x, 4 x
for some x € S, then x € K.

We observe that the set convergence in Kuratowski’s sense can also be expressed as
follows.

Remark 6.2. Let (X, d) be a metric space and K a nonempty, closed, and convex subset of X. A
sequence of nonempty, closed and convex sets K, of X converges to K in Kuratowski’s sense,
asn — +oo, that is, K, — K, if and only if

(K1) for any x € K, there exists a sequence {x,},cy converging to x € X such that x, lies
in K, forall n € N,

(K2) for any subsequence {x,},cy converging to x € X such that x, lies in K, for all
n € N, then the limit x belongs to K.
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The following lemma, that now we prove, assures that the feasible set K of the
dynamic oligopolistic market problem in the presence of both production and demand
excesses satisfies the property of the set convergence in Kuratowski’s sense.

Lemma 6.3. Let x,x € C°([0,T],R™), p € C°([0,T],R™), g € C°([0,T],R"), and let {tx } ey be
a sequence such that t, € [0,T], forall k € N, and t, — t, witht € [0,T], as k — +oo. Then the
sequence of sets

K(tk) = {x(tk) e R™ le(tk) < xij(tk) Sylj(tk)/ Vi= 1/‘--1m1 V] = 11-"/711

Doxijte) Spilt), Vi=1,...,m, (62)
j=1

D> xij(te) < g;(te), Vj = 1,...,n}
i=1
forall k € N, converges to

K(t) = {x(t) € R™ :x;;(f) < xij(h) <xi(h), Vi=1,...,m, ¥Vj=1,..,n,
> xij(t) <pit), Vi=1,...,m, (6.3)
j=1

inj(t) < q]'(t), Vj= 1,...,11},
i=1

as k — +oo, in Kuratowski’s sense.

Proof. In the first part, we prove the condition (K1). Let {#},cy be a sequence such that f; €
[0,T], forallk € N, and tx — t, witht € [0,T], as k — +oo. By virtue of the continuity of x,
X, p, q, it follows that x(tx) — x(t), X(tx) — x(t), p(tc) — p(t), q(tx) — q(t),as k — +oo,
respectively. Let x(¢) € K(t) be fixed and let us note that, fori=1,...,mand j =1,...,n, and
if

mp;(te) + nq]-(tk) - mp;(t) + nq]-(t)

aij(tk) = xij () = x;;(tk) + p— s (6.4)
it results in
Jmaij(be) = xi () - x;;(8) 2 0. (6.5)
— +00

As a consequence, there exists an index v; such that for k > v we get

aij(t) 20, Vi=1,...,m Vj=1,..n. (66)
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We remark

k—+o0

lim [liqj(tk) - liq]-(t) - ei(t)] =-¢(t)<0, Vi=1,...,m, (6.7)
mi me

where € is the production excess function. Then, there exists an index v, such that for k > v,
we have

1 1 ,
—>qi(t) —=D.q;(t) —ei(t) <0, Vi=1,...,m. (6.8)
mi3 me5
Moreover, we get
|1 & 1 .
lim [—Zpi(tk) -=>pit) - 6]-(t)] =-6;( <0, Vj=1,...,n (6.9)
k—+oo| N P ni3

where 6 is the demand excess function. Hence, there exists an index v; such that for k > v;
we have

1 1 .
=S pilte) == > pi(t) - 6;(t) <0, Vj=1,...,n. (6.10)
n3 nia

As a consequence, we can consider a sequence {x(t)} ey such that:

(i) for k > v =max{vy, v, v3},foralli=1,...,m, forallj=1,...,n,

xij(t) = x,(h) + min{xi]-(t) — 2, (1), %y (te) — x;;(t), @i (te) } (6.11)

(ii) for k <v,foralli=1,...,m,forallj=1,...,n,
xij(tk) = P xij (f), (6.12)

where Pk ,)(-) denotes the Hilbertian projection on K(#).

Obviously if k < v, for (6.12) we get x(tx) € K(tx). Instead, for k > v, since for (6.6),
min{xi]-(t)—gil.(t),fij(tk)—gi].(tk),ai]-(tk)} >0, foralli=1,...,m, forallj =1,...,n, we obtain

gi].(tk) <xij(te), Vi=1,....m, Vj=1,...,n (6.13)

Moreover, since min({x;;(t) — gij(t),iij(tk) - gi].(tk),aij(tk)} < X(te) — gi].(tk), for all i =
1,...,m,forallj=1,...,n, wehave

xil-(tk) Syij(tk)/ Vizl,...,m, ijl,...,n. (614)
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Now, being

min{xij(t) = x;;(8), Xij (b) — x5 (k). aii(tk)}

< a;j(tx)

mp;(t) + ng;(t)  mpi(t) + ng; (t) (6.15)

mn mn

Vi=1,...,m, Vj=1,...,n,

= xij(t) - Ei]'(tk) +

it results in

mp;(tx) +nq;(ty) ~ mp;(t) + ng;(t)

xij(te) < xij(t) + po po

Vi=1,...,m, Vji=1,...,n. (6.16)

Then, taking into account (6.8), we get

Do) < Yeg(8) + pilt) + - 3 a5t~ pilt) — - (1)
=1 i=1 =1 i=1

n

< Xij (t) + pz(tk) pz(t) + €l(t)
j=1 (6.17)
= Z ij (#) +pi(tc) - le] (t) —ei(t) +ei(t)
i=1
=pi(t), Vi=1,...,m
and, making use of (6.10), we obtain
sz] (te) < lej (t) + Zpl ti) + qj (te) - —sz(t) +4j ()
i=1 i=1 l 1
< Dxij(t) +qj(t) — g; (1) + 85 (1)
i1 (6.18)

- Zx’] (t) + qj (te) - lej (t) - t) + 6 (t)

:q,-(tk), Vi=1,...,n
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Hence x(tx) € K(tx), for all k € N, and it results in

i () = (1) + min o () = x,,(8), %3 = (), x5 (8) = ()
= x;; () + ;5 (£) — x,; (1) (6.19)
= Xjj (t).
Then, the proof of the condition (K1) is completed.
Now let us prove condition (K2). Let {x},cy be a sequence such that f, € [0, T], for
allk € N, and tx — t, witht € [0,T], as k — +oo. Let {x(tx)},en be a sequence, such that
x(tx) € K(t), for all k € N, and converging to x(t), as k — +oo. We need to prove that

x(t) € K(t).
Since x(tx) € K(tx), for all k € N, it results in

Ei]'(tk) < xl-j(tk) < Ei]'(tk), Vi=1,...,m, V] =1,...,n, VK €N,

xii(te) <pi(te), Vi=1,...,m, Vk €N,
]';1 1]( k) < pi(ty) (6.20)

inj(tk) <gj(tx), Vj=1,...,n, VkeN.
i=1

Passing to the limit as n — +oo and taking into account the continuity assumption on the
functions x, x, p, g, we obtain

L-]-(t) < xi]-(t) < E,‘j(i’), Vi= 1,.. .,m, V] = 1,. ..,n,

Sxij(t) <pi(t), Vi=1,...,m,
j=1

(6.21)
St <qi), Yi=1,..n.
i=1
As a consequence x(t) € K(t), and, hence, the condition (K2) is achieved. 0

6.2. Continuity Theorems for Equilibrium Solutions

In order to show the continuity result for the dynamic oligopolistic market equilibrium
solution in presence of both production and demand excesses, we present the following result
(see e.g., [2, Corollary 3.1]).



Abstract and Applied Analysis 29

Py P, Ps Py

Q; Q, Q3 Qq

Figure 1: Network structure of the numerical dynamic spatial oligopoly problem.

Proposition 6.4. The evolutionary variational inequality (2.20) is equivalent to the point-to-point
variational inequality:

Emlz ”(t—x](t))( (0 = x5(1) 20, Vx(t) €K(H), ae.in [0,T], (6.22)

i=1 j=1

where
K(t) = {x<t> ER™ : x,(0) <2xij(t) <Xy(1), Vi=1,...,m, ¥j=1,...m,
>xij(t) <pilt), Vi=1,...,m, (6.23)
=1

> xi(t) < gj(t), Vj = 1,...,n}.

i=1

The continuity of solutions to evolutionary variational inequalities with respect to
time under the only assumption of continuity on the data has been proved in several papers
(see for instance [8-12]). Now, in our case, by applying Theorem 4.2 in [12] and taking into
account Lemma 6.3, we obtain the following result.

Theorem 6.5. Let one assume that the production function p, the demand function q, and the capacity
constraints x and X are continuous on [0,T]. Moreover, let one assume that the function —Vpv is
a strictly pseudomonotone and continuous on [0,T]. Then the unique dynamic market equilibrium
distribution in presence of both production and demand excesses x* € K is continuous on [0,T].

7. Numerical Example

Let us present a numerical example about the dynamic oligopolistic market equilibrium
problem in presence of both production and demand excesses.
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Let us consider four firms and four demand markets, as in Figure 1. Let x, x €
L2([0,1],R1®) be the capacity constraints such that, a.e. in [0,1],

1000 2
1
t —t 0 —t
x(b) = 4 -

(7.1)
/ t 2t ¢ 4t\
10, 5
~ 2t —t ﬁt Et
x0= t 3[’ 3t 3t
4 4
o % 3 L
\7 7 7 2
Let p € L?([0,1],R?) be the production function such that, a.e. in [0,1],
5t
() 4 (7.2)
1) = , .
P 9t
11t
and let g € L2([0,1], R?) be the demand function such that, a.e. in [0,1],
6t
(t) o (7.3)
T 0 | '

12t
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As a consequence, the feasible set is

K = {x € L2([0,1],R16) :

X, (1) < xij(H) <Xij(t), Vi=1,...,4, ¥j=1,...,4, ae.in [0,1],

s (7.4)
> xi(t) <pi(t), Vi=1,...,4, ae.in [0,1],
j=1

4
D xi(t) < gj(t), Vi=1,...,4, ae.in [0,1]}.
i=1

Let us consider the profit function v € L?([0,1] x L?([0,1], R% **), R*) defined by

v1(t, x(t)) = —4x7, (t) — 627, () — 235 (t) — 4ot () — 20011 () x13(t) — 2212 (£) x4 (F)
+ 3tx11(t) + 6tx1(t) + txiz(t) + Staya(t),

va(t, x(t)) = =23, (F) — 533, () — 6335 (£) — 223, (£) — 22021 (£) 223 () — 2%22 (£) 31 ()
— 20004 (£) 233 (£) + 6tx1 () + 5txan () + Atz (£) + txo4(t),

v3(t, x(t)) = =3x3, (t) — 4x3, () — 235 (£) — 223, (£) — 220 (£) x31 (£) — 2204 (£) X33 (F) 79
— 20030 (£) 234 (F) + 2tx31 () + Stxzp () + txss(t) + 3txaq(t),

vs(t, x(t)) = —4x3, (t) — 4xiy () — 235 (1) — 223, (£) — 20041 () Xag (t) — 22040 (£) x4 (F)

+ 6tx41 (t) + 5txgn (t) + 2tX43(t) + 2tJC44(t).

Then, the operator Vpov € L?([0,1] x L?([0,1], Rt * %), R* * %) is given by

Vpo(t, x(t))

—8x11(t)—2x13 (t)+3t —llez(t)—le4(t)+6t —4X13 (t)—lel(t) +t —8x14(t)—2x12 (t)+5t
—4x21 (t) —2xz3 (t) +6t —103(22 (t) —2.X'31 (t) +5t —123(.'23 (t) —ZX21 (t) +4t —4.X'24 (t) —2JC33 (t) +t
—6x31 (1) —2x00 (1) +2t —8x32(t) —2x34 () +5t  —4dxz3(t) —2x04(t) +t —4x34(t) —2x32(f) +3t

—8X41 (t) —ZX43 (t) +6t —8.’)('42 (t) —2.’)('44 (t) +5t —4.7C43 (t) —2.7C41 (t) +2t —4X44 (t) —ZX42 (t) +2t
(7.6)
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Now, we verify that -V pv is a strongly monotone operator, in fact

(=Vpo(x) + Vpo(y),x —y) = {8[x11 = yu] +2[x13 — y1s] } [x11 — yn1]
+{12[x12 — ya2] +2[x14 — y1a] } [X12 — y12]
+{4[x13 — yi3] +2[x11 — yu] } [x13 — 3]
+ {8[x14 — y1a] + 2[x12 — y12] } [x14 — y14]
+{4[x21 — ya1]| +2[x23 — y23] } [%21 — 1]
+{10[x22 — y22o] +2[x31 — y31] } [x22 — y22]
+{12[x23 — 23] +2(x21 — y21] } [x23 — v23]
+ {4[x2s — you] + 2[x33 — y33] } [x24 — yo4]
(7.7)
+{8[xz2 — yao] +

+ 4[X33—y33 +

+ S[X42—y42 +

+ 4[X43—y43 +

{
{ [
{ [
{ [
{ }
{ J
{ [
+{6[xz1 —ya1] + [x31 - vt
{ ] [
{ ] [
+ {4[x34 - yaa] + [
{ ] [
{ ] [
{ ] [
{ ] [

2
2
2
+{8[xs1 —ya] +2
2
2
2

+ 4[.X44 —Yua| +
2
23x -yl s

The dynamic oligopolistic market equilibrium distribution in presence of excesses is the solu-
tion to the evolutionary variational inequality:

IO Zi av,(t x (t))< xij(t) — xl](t)>dt>0 Vx € K. (7.8)

i=1 j=1 Xij

In order to compute the solution to (7.8) we make use of the direct method (see [28-
30]). We consider the following system:

8x7;, (1) +2x7,(t) =3t =0, 12x7,(t) +2x7,(t) — 6t = 0, 4x3,(t) +2x7,(t) -t =0,

8x, () +2x7,(t) =5t =0, 4x3, (t) +2x55(t) — 6t = 0, 10x3, (t) +2x3,(t) =5t = 0,
12x5,(t) +2x5,(t) —4t =0, 4x3,(t) +2x3,(t) -t =0, 63, (1) + 2x5,(t) =2t =0,
8x%, (1) + 2x5,(t) =5t =0, 4x5,(t) +2x5,(f) -t =0, 4x3,(t) +2x5,(t) -3t =0,

8x}; (t) + 2x,(t) — 6t =0, 8x, (t) + 2x3,(t) — 5t =0, 4x, (1) + 2x3, (1) =2t =0,
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42, () +2x,(F) — 2t = 0,

Eij(t) < xi]-(t) < Ei]'(t), Vi= 1,.. .,4, V] = 1,. ..,4,

Sxi(t) <pit), Vi=1,...,4,
j=1

Sxit) <qh), Vi=1,...4,
i=1

(7.9)
and we get the following solution, a.e. in [0, 1]:
5 19 1 12
1 3 u s
16t 131L 1 ; 11L
11 28 11 6
x*(t) = 7.10
(t) 501,01, 1 (7.10)
280 2 6 2
5 4 1,3

\7t 7t 7 13t/

It is easy to prove that x* belongs to the constraint set K, then it is the equilibrium solution.
Now, we are able to compute the production excess of each firm and the demand
excess of each demand market

4
. i 439 1171 )
ei(t) =pi(t) - ;xlj(t) =5t 32—2t =0 t, ae.in [0,1],
4
. 2011, 4457 .
ex(t) = pa(t) - ];ij(t) =7t gﬂt = 91 t, ae.in [0,1],
4
. 113, 643 .
e3(t) = ps(t) - j;lx3j(t) =9t - 8—4t = 8—4t, a.e.in [0,1],
€s(t) = pa(t) — ix* (t) =11t - 23t = 1311! a.e.in [0,1]
4 = P4 = 3j = 14 = 12 .e. , 1,
4
. 119, 145 .
o) =aq(t) - ;xﬂ(t) =6t - Et = Et' a.e.in [0,1],

4
e 1255, 3897 .
62(t)—q2(t)—§xi2(t)—8t il T gt aein [0,1],
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4
. 109, 2201 .
O3(t) = q3(t) — l;xig(t) =10t - mt = ﬁt’ a.e.in [0,1],
4
1355, 10237
t) = t) — n{E) =12t — ——t = ——t 1].
04(t) = qu(t) ;9&4() 966 oeg b aein [0,1]
(7.11)
Making use of the equilibrium conditions (2.21)-(2.25), we derive:
() =0, Vi=1,...,4, Vj=1,...,4 aein [0,1],
p;-“j(t) =0, Vi=1,...,4 Vj=1,...,4, ae.in [0,1],
(7.12)

u:(t)=0, Vvi=1,...,4, ae in [0,1],
v;'-‘(t) =0, Vj=1,...,4, ae. in [0,1].

8. Concluding Remarks

In this paper, we have considered the variational formulation for the dynamic oligopolistic
market equilibrium problem in presence of both production and demand excesses. The very
general model allows to study all the economic periods that a market can be gone through.
In this way, the previous models presented in [2] and in [1] are improved.

The equilibrium conditions are given according to the well-known dynamic Cournot-
Nash principle and by means Lagrange multipliers which allow to point out the importance
of the excesses in the equilibrium solutions. Making use of the variational formulation,
which expresses the equilibrium conditions, the equivalence between the two equilibrium
definitions is proved. In particular, the evolutionary variational inequality allows to obtain
very important theoretical results for equilibrium solutions. More precisely, under general
assumptions, the existence of equilibrium solutions is guaranteed. Moreover, after that the
powerful property of the set convergence in Kuratowski’s sense has been proved for the
constraint set, a continuity result for the equilibrium solution has been obtained.
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