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Abstract: Parcel lockers have continuously growing in popularity as an alternative mode for last-mile
delivery services due to their capability of effectively alleviating the risk of a delivery failure, increas-
ing the possibility of delivery consolidation, and reducing the number of drop-off sites. However,
poorly located of parcel lockers be less efficient. When determining the parcel locker location, inade-
quate consideration of uncertain demands can potentially increase the risk of unsatisfied demands.
To remedy this issue, a robust optimization model is proposed in this paper with consideration of the
demand uncertainties, including the large and small parcels to be received and sent. Not only can the
collection locations be optimally determined, but so can the number of large and small parcel lockers
for each location at the same time under various robust levels. Meanwhile, the sites whose demands
are covered by one of the collection locations are also determined by the constraints of acceptable
walking distance. A series of numerical experiments has been performed to evaluate the proposed
model, with the main focus being on the solution robustness. Since the set of non-linear constraints
are transformed into the linear counterparts, the robust solution can be obtained by the existing
solvers within a reasonable time with moderate computing power. The experimental results also
provide useful guidance for the practical application of the method, as slightly more conservative
decision making can secure the solution robustness with only a marginal increase in costs.

Keywords: last-mile delivery; parcel lockers; location problem; robust optimization; uncertain
demands

MSC: 65K02

1. Introduction

With the development of information technology and e-commerce, the market share of
the B2C shopping mode continues to grow, which brings huge demand for express delivery.
Statistics from China Post show that China’s express delivery service companies handled
108.3 billion pieces of business in 2021, up 29.92% from 2020 [1]. However, the costliest stage
in the supply chain is the last-mile delivery, which accounts for approximately 28% of the
total cost [2]. In the traditional door-to-door delivery service, the failed delivery attempts
is one of the most expensive resources for the last-mile delivery. In addition, customer
security concerns over door-to-door delivery potentially degrade their satisfaction.

As compared with the traditional door-to-door delivery mode, the parcel locker mode
is convenient, secure, and accessible 24/7 for customers collecting and sending parcels,
while high degree of consolidation and a wide service time window can effectively delivery
services extricate from the cost predicament of the last-mile delivery. At present, more
than 20 countries around the world have deployed parcel lockers [3]. From 2011 to 2019,
DHL added more than 10,000 parcel locker service points in Germany [4,5]. In recent years,
the InPost parcel locker service has gained rapid popularity over Europe [4]. In China,

Mathematics 2022, 10, 4289. https:/ /doi.org/10.3390/math10224289 https://www.mdpi.com/journal /mathematics


https://doi.org/10.3390/math10224289
https://doi.org/10.3390/math10224289
https://creativecommons.org/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://www.mdpi.com/journal/mathematics
https://www.mdpi.com
https://orcid.org/0000-0003-3189-8872
https://doi.org/10.3390/math10224289
https://www.mdpi.com/journal/mathematics
https://www.mdpi.com/article/10.3390/math10224289?type=check_update&version=1

Mathematics 2022, 10, 4289

20f15

parcel lockers have been included as part of urban and rural public infrastructure to be
constructed [6].

Most of the existing studies on parcel lockers focus mainly on the analysis of the
current situation of the use of parcel lockers, and demonstrate the feasibility of the parcel
locker from the following aspects. First, many studies have unveiled that the use of parcel
lockers can significantly reduce the cost of delivery. If the failed first-time delivery attempts
could be completely avoided, in London along would save GBP 850,000,000 a year [7]. In
addition, the shipping time and the corresponding exhaust emissions can benefit from the
delivery mode of parcel lockers. Carotenuto et al. [8] used the established urban delivery
model to compare the parcel locker delivery mode with the door-to-door mode and found
that the parcel locker delivery mode can reduce total travel distance by more than 24%,
total delivery time by more than 50%, and CO2 emissions by more than 21%. According
to a survey report by AGH University of Science and Technology in Poland, using parcel
lockers can deliver 10 times more goods than door-to-door delivery, and save more than
half the delivery miles [9]. Finally, the parcel locker delivery mode can also considerably
improve customer satisfaction. Sun [10] found that using parcel lockers can save 1-5 min,
as compared to the traditional service mode. Lemke et al. [11] conducted a survey on
Polish customers and found that about 95% of users were satisfied with the parcel locker
service provided. Choi et al. [12] optimized a last-mile fresh food delivery system for the
underserved populations based on several alternative delivery networks for a number of
modes, including parcel lockers. They found the parcel locker delivery mode to be less
cost-effective in delivering fresh items as compared to other modes, such as third-party
delivery or truck, etc.

The location and scale of parcel lockers are particularly critical to the promotion
of the parcel locker delivery mode. A study on the parcel locker users in Poland by
Iwan et al. [3] shows that reasonable location of parcel lockers is a decisive factor in
improving customer utilization rate. Based on a survey conducted for the customers in the
Netherlands, Weltevreden [13] found that five-minute driving distance should be taken as
the key accessibility threshold in determining the location of parcel lockers. Lagorio and
Pinto [14] found that the main factors influencing the choice of the positioning of parcel
lockers were availability, accessibility, safety, environmental impact, costs, delivery times,
usage and regulation. Peppel and Spinler [15] established a multinomial logit model to
design parcel locker networks with the goal of minimizing CO2-equivalent emissions and
costs during delivery and pick-up. Yang et al. [16] constructed a bilevel programming model
to optimize the location for a set of parcel lockers, aiming to improve delivery efficiency and
customer satisfaction. With the goal to maximize the total profit, Deutsch and Golany [17]
established an integer linear location model to determine the optimal location and number
of parcel lockers without considering the capacity constraint. Wang et al. [18] proposed a
robust optimization model for the mobile parcel lockers under uncertain demand, but only
the demand uncertainty associated with one type of parcel lockers is assumed.

However, most studies assume that delivery demand is known and fixed when
determining the optimal location for a set of parcel lockers. Obviously, a parcel locker
network planned in this way will not be able to adapt effectively to changes in demand.
As this paper is not intended to serve as an exhaustive review of the location methods
with consideration of the demand uncertainty, we briefly summarize a number of research
works which are closely related to our work. Atamtiirk and Zhang [19] proposed a two-
stage robust optimization approach to solve the network flow and design problems with
uncertain demand. Tanonkou et al. [20] established a two-stage nonlinear discrete stochastic
optimization model to determine the location of distribution centers. Ukkusuri et al. [21]
developed an optimization method for the traffic robust network design problem under
demand uncertainty. By reviewing the existing studies, it has been found that the current
optimization methods to deal with uncertain demand can be classified into three categories,
with the uncertainty characterized based on the empirical distribution [22,23], robust
optimization [24-26] and uncertainty theory [27,28], respectively. In the work presented in
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this paper, we employed robust optimization to tackle the uncertainty issue related to the
delivery demand, as no assumption on the probability distribution of uncertain demand
should be made.

The robust optimization method proposed in this paper contributes to knowledge
by extending the location optimization method for parcel lockers under uncertain de-
mands. More specifically, we consider two sources of uncertainty for both the receiving
and sending parcel demand. In addition, the optimal locations and number of lockers can
be optimized simultaneously with various sizes of lockers. After formulating the robust
counterpart for the bounded demands, a set of non-linear constraints are transformed into
the corresponding linear constraints to accelerate the solving speed.

The remaining sections of this paper are structured as follows. The next section is de-
voted to formulating the location problem of parcel lockers under a number of assumptions.
In Section 3, the models to determine the optimal location of parcel lockers are successively
proposed under deterministic and stochastic demands, respectively. Following that, a
series of experiments and the corresponding results are described to evaluate the robust
optimization model proposed. This paper is concluded with a number of findings, which
are summarized in Section 5.

2. Problem Formulation and Assumptions
Problem Description and Model Assumptions

In this study, we present the distribution network as G(I, E), comprising a set of
demand sites I and edges E, with the edge weight being the shortest distance between two
connected sites. Although all demand sites could be equipped with a number of parcel
lockers, the operating cost would be unacceptably high. Therefore, we need to select a set
of demand sites to accommodate parcel lockers and determine the number of lockers for
each collection location, at the minimal cost and within an acceptable walking distance
for those customers whose communities are not equipped with parcel lockers. In other
words, the customers can go to the nearest parcel locker site to collect their parcels within
the acceptable walking distance. A diagram of this problem is shown in Figure 1. During
the planning phase, it is unrealistic to accurately predict the exact demand for each site,
but the demand, varying in a range, can be normally estimated with some knowledge of
the future trend. Obviously, it rarely happens that all demand sites have the maximum
demand, except for in boom seasons. Due to the fact that most parcel lockers are operated
independently by a third party, we assume that the delivery task is accomplished by
the courier companies. The determination of the number of parcel lockers also needs to
consider the operation process of couriers in collecting and uploading parcels. Based on
our survey on the courier operation, it is assumed that a courier empties the parcel lockers
by collecting the parcels to be sent out and not be taken within a certain period (i.e., 48 h in
this study) at first, and then stores the newly arrived parcels when reaching a parcel locker
site. Further assumptions are made as follows:

(1) The delivery demand, including the number of parcels to be received and sent by
customers, of each site fluctuates within a known range.

(2) Customers are always willing to go to the closest collection location of parcel
lockers to collect and send parcels, and the distance to the closest parcel lockers must be
within an acceptable walking distance.

(3) Each collection location is equipped with two sizes of lockers for large and small
parcels, respectively, and the small parcel can also be stored in a large locker if no small
lockers are free.

(4) For simplicity, we assume that the cost (including manufacturing, construction and
maintenance cost, etc.) and the size of a large parcel locker are 6 (6 > 1, § € Z) times those
of a small locker on average. The cost and the size of a small locker are known values (the
parameters used for this study are provided in Section 4.1).

(5) A parcel collection location can be equipped with ¢ large parcel lockers or, equiva-
lently, ¢ small ones.
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Figure 1. Location selection problem of parcel lockers.

Before presenting the optimal location models, the variables and parameters involved
in the models are summarized in Table 1.

Table 1. Symbols and their descriptions.

Sets Descriptions
I The set of demand points
E The edge set, and each edge associated with a weight being the shortest distance
between two connected sites
Parameters Descriptions
cf The purchase and maintenance cost of a small locker
clg The land rent cost per unit at the collection location i
) A positive integer greater than 1
4 A positive integer
Q The maximum number of lockers allowed at each site
w A sufficiently large positive number
M A sufficiently large positive number
Lij The distance from demand site j to collection site i
L The maximum acceptable walking distance
d]-b The demand for large parcel services at site j
d;® The demand for small parcel services at site j
r]-b The number of large parcels uncollected during service time at site j
ri® The number of small parcels uncollected during service time at site j
Ejb The average demand for large parcel services at site j
d jb The maximum variation in demand variation for large parcel services at site j
EA]-S The averaged demand for small parcel services at site j
d;° The maximum variation in demand for small parcel services at site j
?]-b The average number of large parcels uncollected during service time at site j
ffj” The maximum variation in large parcels uncollected during service time at site j
e The average number of small parcels uncollected during service time at site j
7 The maximum variation in small parcels uncollected during service time at site j
r A parameter to adjust the robustness degree
22;;?;; I; Descriptions
x;? The number of large parcels to be set at site i
x;° The number of small parcels to be set at site i
- A binary variable. If demand site j is assigned to demand site i, y;; = 1,
Yij or 0 otherwise

3. Optimal Location Models

With the problem description and assumptions provided in the previous section,
this section presents the optimization model to determine the collection locations and the
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number of parcel lockers for each location under deterministic demand first, and then the
one under uncertain demand.

3.1. Optimal Location Model under Deterministic Demands

The optimization goal is to minimize the total operating costs, including the cost of
purchase, maintenance and land rent of the parcel locker network. Obviously, the cost
of purchase and maintenance of a parcel locker is only related to the type and number
of parcel lockers, which will be the same for different sites. However, this is not the case
for the rental cost of the land used to accommodate a set of parcel lockers, since different
rental rate may be applied at different areas. Based on the assumptions summarized in the
previous section, the objective function can be expressed as (1).

min) ¢/ <xl-s + 6xib) +cf Kx,-s + 6xib> /(58)} 1)

iel

where the first part of the objective function represents the total costs of purchase and
maintenance for all parcel lockers, and the second part the total land rental costs. x;” and
x;° are decision variables, representing the number of large and small parcel lockers to be
provided at site i. J is a positive integer greater than 1, indicating that the size, purchase
and maintenance cost of a large parcel locker is § times that of a small one. c;(?’ is the land
rent of a parcel locker at site i. Since it is normal that several parcel lockers are stacked one
above another, the land area occupied by a set of stacked parcel lockers (thereafter, called a
unit of parcel lockers) is equal to the land needed to accommodate one single locker. It is
assumed that a unit of parcel lockers consisting of ¢ (a positive integer) large parcel lockers

or, equivalently, 60 small parcel lockers and, therefore, (xis + (5xib) /(69), represents the

number of parcel locker units to be deployed at site i. Note that we round up to the nearest
integer when estimating the area to rent for a set of parcel lockers. However, for simplicity,
we relax [*] and then obtain (2).

min) o (xl-s + 6xih) +c§ (x,-s + éxib) /(89) )
iel

The constraints associated with the optimization model are shown in (3)—(11).

x'>0,viel ®)
X >0,viel 4)
[(x +ox?)/(80)] <Qviel ®)
yii €{0,1},Vi,jel (6)
Y yij=1vVjel @)

iel
Wy, > (xf + xib),\ﬁ, jeli=j (8)
x>y Vi e Li= | (8b)
x>y Vi el )
]/i]'ie]’(g\ir;?Bl{lij} >0Vjel i#j (10)
Liyi <LVijel (11)
Z (d]-b + r]-b)yi]- <xtViel (12a)

jel
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Z (d]'b + rjb)yi]- + 2 (djs + Tjs)]/ij < xib +x°,Viel (12b)
jel jel

Constraints (3) and (4) are non-negative constraints on the decision variables x;
and x;°. When x;% + x; > 0, demand point i is selected as a collection site. Due to the
limited area available to accommodate parcel lockers at a site, the total number of large
and small parcel lockers cannot be equipped without an up-bound, which is indicated by
Constraint (5). In Constraint (6), y;; = 1 indicates that those customers at demand site j
need to go to site i to collect or send their parcels, or 0 otherwise. Furthermore, each demand
site can only be associated to one collection location, which is expressed by Constraint (7).
Constraint (8) states the fact that, if site i is selected as a collection location, the provision
of parcel lockers should at least satisfy the demand from site i. Constraint (9) ensures that
collection site i, associated with demand point j, has been equipped with parcel lockers. We
assume that customers always tend to collect and send parcels at the nearest collection site,
and this restriction is realized by Constraint (10). As shown in (11), we impose a constraint
that the distance from demand site j to collection location i cannot exceed the maximum
acceptable walking distance. Constraint (12a) ensures that the unoccupied large parcel
lockers at collection site i can satisfy all demand on the large parcel delivery service from all
demand sites associated to this collection site. As small parcels can also be accommodated
by the unoccupied space typically reserved for large parcels, the requirements on storing
small parcels can be satisfied jointly by the unoccupied small lockers and the large lockers.
This is ensured by Constraint (12b).

Note that Constraint (10) contains min function, which can raise difficulty when
solving this optimization problem. Therefore, we transform it into the corresponding linear
constraint, as shown in (13).

My, /D) > x2i0 4 x50 v i j e 1 (13a)
. ‘ . k=1, ‘
My,;/®) > xPI®) o —m Y [xl.bff(m) +x5M | Vijel, k=2,...,|I| (13b)
m=1

In (13), the sufficiently large positive number M should satisfy max (xib + x,-s) <M.
1e

When yi]-j (1) = 1, demand site j is allocated to collection site i and “(1)” indicates that site j
is the nearest site for the customers from site j to collect and send parcels. Correspondingly,
“j(k)” and “j(m)” denote that site i represents the kth and mth nearest sites from site j,
respectively.

To prove the equivalence of (13) to (10), Lemma 1 and Lemma 2 are given first.

Lemma 1. If x2S m) > 1 and M > ?a%(xib'f(k) + xisfj(k)> hold for any k > 1,
€

m < k, K = {1, ..., |I|}, whether x;21%) 4 x;51(0) = 0 or x,000) 1 x;57(0) > 1, xbilk) 4
xS — My Rl (x,-b'f('”) + xl-s'f('”)) < 0 is always true.

Proof. Since x;2/(")  x;8i(m) > 1, MZﬁ;ll (xib’j(m) + xisfj(m)) > M. Furthermore, based
on the prerequisite, M > n}ga}z( (xib/i(k) + xl,s,j(k))/ K = {1, ...,|I|}, it can be easily con-
€

cluded that M Z’fn_:ll (xihfj(’”) + xis'j(’”)) > xib'f(k) + x50 is true. O

Lemma 2. If }c;yij = 1 and yijj(k) =1, yi]j(s) =0,5s #k Vi jel Vks € Kmust hold.
This is to say, demand site j can only be allocated to one collection site.

In the following proof, three cases are presented based on Lemma 1 and 2.



Mathematics 2022, 10, 4289

7 of 15

Case 1: When site I, which is the nearest site to site j, is selected as a collection
location and all parcels of the customers at site j are stored in the parcel lockers at site i,
i.e., xlblj(l) + xis/](l) 2 1, and %]](1) = 1,V l,] el

(1) Whenk =1

Obviously, if M > max (xl-b'j(k) + xis'j(k)) k=1, ...,/1)), Myijf(l) > x; 07 4 x5
istrue, Vi,j € L

(2) Whenk > 1

Lemma 2 says that yi;k) = 0. Suppose x;276) 4 x;5i*K) = 0, since x;27() 4+ x;5/(D) > 1,
it can be derived that x;%/() 4 x; /() — M Zﬁ;ll (xib'j(m) + xis'j(m)) < 0. Suppose there
exists k and x; ,j( )+ X; sj(k) > 1 holds, since xib'f(l) + xisfj(l) > 1, it can be obtained that

bijlk) 4 X; s,j(k Zk ! ( (m) 4 x;% (m )) < 0 holds based on Lemma 1. Therefore,

My ) > 06 4 i) — ppy ko (xz- ,j(m) +xis,j<m)) is true.

Case 2: When site i, which is kth nearest site to site j, is chosen as an collection
10cation and the customers at site j need to go to site i to receive the delivery services,
ie, x;P10) 4 x50 > 1 (Vk > 1), 520 4 x5/0) =0 (1 <s <k—1),and yi]-](k) =1

(1)Whenk—2(1e s=1)

Yij J/(2) =1, according to Lemma 2, yl]]( ) = 0. Additionally, since x;%/(1) 4+ x;5/(1) = 0,
then My,;/(") > x;2/() 4+ ;1) holds. Since y;;/® = 1, x%/?) + x5 > 1and M >
ml?x (xib’j(k) + xis’j(k)), k= 1, ey |I|,then Myz]](2) 2 xib’j(2) + xis’j(2) — M(xib’j(l) + xis’j(l))
is true.

(2) When k>2(@Ge,s>1) ‘

Asy;i (k) =1, it can be derived directly that y;;/ ($) = 0, which holds based on Lemma 2.
Furthermore, since x;%/(X) + x;#/(%) > 1 and x;%/(5) 4 x;5/(5) = 0, then Myijj(k) > xbIk) 4

9 — MYk, (%20 + x20m ) holds,

(3)When |I| > h >k '

Similarly, we can obtain y;;/ (") = 0 based on Lemma 2, with yij](k) = 1. Since
x270) 4 x50 > 1 and x;%/6) 4 x51(9) = 0, it can be derived that x;?/(") 4 x;5/(h) —
MZﬁl;ll (xib'j(m) + xis'j(m)) < 0 holds when x;%/(") 4 x50 = 0 or x,2/1) 4 x50 > 0,

based on Lemma 1. Therefore, Myijj(h) > x; b 4 x8i(h) — MZﬁ;ll (xib'j(’”) + xis'j(m)) holds.

Case 3: When h # kand h, k = 1,'...,|I\ ‘

Suppose x; bjlk) xsd (k) > 1, x276) 4 x508) = 0(1 < s < k—1) (ie., site i, which
is kth nearest site to site j, is selected as a site to provide parcel lockers) and y;;/ () =1
(i.e., site 7 is associated to site j, which is hth nearest site to site i), yijj(k) = 0 holds,
xisfj(k) - MZ’,;;ll (x J(m) 4 X; ,j(m )) bjk) 4 X; si(k) > 1, since xibff(k) + xis/f(k) >1and
xibfj(s) + xis'j(s) =0.

as yijj(h) = 1and Y y;; = 1. Furthermore, it is apparent that Myijf(k) > x4

3.2. Demand Uncertainties Considered

This subsection provides a summary of the demand uncertainties considered in this
study, and each of them is depicted as a random variable for the delivery demand from each
site. Since it is not easy to accurately determine the probability distribution of these random
variables during the planning phase, this study assumes that the delivery demands of large
and small parcels to be received and sent by customers at each site vary within a known
interval. More specifically, it is assumed that the number of large parcels d jb and small

parcels d;° to be received by the customers at site j are in the range F]-b - dAjb , E]-b + d}b ] and
[ﬁjs - cfjs, Hjs +d ]-S} respectively, while the large and small parcels to be sent by the cus-

tomers are estimated to vary in the ranges of ? - r = Fi } and [? %, T 47 5.
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Y i (4 +7)

L Yij

j€li

+ max
{510 {t}ISiClulSil=[Til i€)i\Si} | jes,

[(Hﬁ +?j5) + (Hjb +7]-b)}

3.3. Optimization Location Model under Uncertain Demands

Based on the robust optimization approach proposed by Bertsimas and Sim (2004),
this study extends the robust optimization model to the parcel locker location optimization
problem containing multiple random variables representing the uncertainties in the number
of small and large parcels demanded and uncollected. To this end, the constraints for the
uncertain demands are formulated as (14a) and (14b), which correspond to (12a) and (12b)
for the deterministic demands.

Zyu@?+ﬂﬂ+ﬁﬂ—wnn(&b+nﬂ%@}Sa%Viel (142)

+{51U{ti}|5i§]i%ﬁx: Lfij,tiefi\si}{/gi Y [(d}s + ?js) + (dAjb + ?jb>} (140)

+(T; = [T3]) [(lftis + ?tis) + (lftib +?tib>]yiti}§ xP+xf,  Viel

Note that the uncollected parcels at collection site i are split for all sites associated with
collection site i for simplicity. That is, Yiej yi]-?jb = %’ and Yiej y;ji* = X;°. Constraint (14a)
ensures that the number of large parcel lockers provided at site i should be adequate to
accommodate the maximum potential demand on the large parcels (including the large
parcels to be collected and uncollected) from all demand sites associated to site i (J; denotes
the set of demand sites from which customers have to go to site i to collect or send parcels)
for given I';. On the other hand, the supply of parcel lockers for all demands, including
small and larger parcels, is ensured by (14b) in the same way as that in (14a). Among
them, I';, which can vary in the range of [0, |J;|], is an important parameter to adjust the
robustness. More specifically, the larger I'; is, the smaller the chance the demand constraint
will be violated. When I'; = |];|, the most robustness can be obtained for the problem.
However, it is too conservative, as it hardly happens when the demands from all sites
approach the upper bounds at the same time. On the other extreme, the optimization model
will deteriorate to the deterministic one when I'; = 0. If T'; is not an integer, the integer part
(i.e., [Ti] =|Si|, Si denotes that the demand at site i is assumed to be the maximum and
{S;} is the set containing all sites where the demand reaches the maximum) represents the
number of sites which have the maximum demand, while the demand variation at site t;
(t; € J;\S;) is restricted to the fractional times its up-bound i unoccupied (i.e., t; represents
that the demand at site 7 is below the up-bound, and {¢;} is the set containing all the sites at
which the demand is below the maximum).

AF T1) — X 3. sb 1 _ 1 b5 b\,
Leta; (yi,ri) B {SiU {ti}|5i§]f:r\l~g\x:\_l"ij,tjEIi\Si}{ZJGS’ y?f (d] +r] ) + (ri LriJ) (dti Ty )yif}'

given vector y} and parameter I'' (I} € [0,|];|]), we can re-write it as, with an auxiliary
variable z}]- (which varies in the range of [0, 1] when yl’fj is one and 0 otherwise)

Bi(y;.T}) = max Y (i + ") y;z) (15)
JETi
s.t.
Zz}jgr},v iel (16)
JETi
0<zi<yiVje, i€l (17)

(15)—(17) indicate that the variation in the total demand (including the large parcels to
be received and sent by customers) at the collection location i is maximized for the demand
sites associated with y} under parameter I'}.
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To convert the stochastic constraint into the corresponding deterministic form, we
write the dual form for (15)—(17) as follows

min Y p} + T} 18)
JjEli
s.t.
p+a > (d]-b + fjb)y;},v i, jel (19)
pi >0V ijel (20)
g>0v iel (21)

Sirnilarly, let ﬂ,»(y,*,l‘}) - {sju {fi}\SiQIiTST\(:LFiJltiEIi\Si}{ZfES" y;}[(&lﬁ +?/S) * (;1/.19 +77‘b>] * (= 1n) [@"5 Jrf'b"s) - @ih Jrftib)]y"*f}
with a certain parameter I'? (I? € [0, |J;|]) and the association indicator y; for site i, with
an auxiliary variable lej (which varies in the range of [0, 1] when y?‘j is one and 0 otherwise).

For convenience, we rearrange it as follows:

Bily; ) =max 1 | (47 +77) + (d +7") |viz} (22)
Jj€Ji
s.t.
szjgr,?,v iel (23)
j€li
0<zi<ypVjel, i€l (24)
The dual form of (22)—(24) is
min ) p¥ + [ig? (25)
IS
s.t.
phrad = (4 +77) + (8" +70) |y Vi jel (26)
P >0, vijel 27)
7 >0, viel (28)

Therefore, the location problem of parcel lockers under uncertain demands can be
expressed as an integer linear programming (ILP) model, presented as follows.

min Zcf (xl-s + (5xl-b> + c? (xl-s + (le-b) /(69) (29)
icel
s.t.

x'>0,Viel (30)
x*>0,Viel (31)
vij €{0,1}, Vi jel (32)
Y yij=1Vjel (33)

iel
Wy > (x5 +xit), Vije Li=j (34a)
X x>y, Vi jELi=] (34b)
x4t >y Vijel (35)

{(xf + (5xib) /(519)] <Q Viell| (36)
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. 4 . k=1 4 4
Myi]'](k) > xib'](k) + xis’](k) - M Z [xib'](m) + x,-s'](m)}, W i,j el, k= 2, ..., |I| (37b)
m=1

lijyij <r, Vijel (38)

Yoy (@ +7t) + Lph+ Tl <xt, vied (39)
jel jel

phal = (4 +2 )y Vi jel (40)

pi >0, Vijel (41)

gh>0,viel (42)

The above models can be solved by the existing commercial solvers (e.g., CPLEX or
Gurobi, etc.). As we coded this model in the MATLAB environment and, therefore, the
solver provided for ILP in MATLAB is used in this study.

4. Numerical Experiments

Before presenting the experiments designed to evaluate the proposed location method
for parcel lockers, a set of parameters involved in the simulated experiments are introduced first.

4.1. Parameter Settings

In this study, the primary parameters, shown in Table 1, for a unit of 100 parcel
lockers provided by a parcel locker management company are adopted as the basis for
the numerical experiments. Based on the information shown in Table 2, it can be directly
derived that § is 2, ¢ is 60, the land rent cost c? of a parcel locker is about 16.44 yuan per
day, the purchase and maintenance cost cf of a small locker, and communication cost and
electricity charging cost is 0.22 yuan/day. Since the land rent rate at each demand point
may not necessarily be the same, we assume that the land rent rates in the experiments
varies randomly with the mean value of 16.44 yuan/parcel locker/day.

Table 2. Primary parameters of a unit of parcel lockers.

Parameter Value
Number of large parcel lockers 20
Number of small parcel lockers 80
The ratio of large and small lockers in size 2
Selling price 28,000 yuan
Service life 10 years
Average communication cost 650 yuan/year
Average power consumption 0.5 degree/day
Commercial electricity cost 0.78 yuan/kWh
Charging efficiency 80%
Average land rent 16.44 yuan/parcel locker/day

In the experiments, the developed robust optimization model has been evaluated
based on the location problems consisting of 50 demand sites, with 150 m as the maximum
acceptable walking distance. The demand generation process for each experiment is as
follows. The large parcel demand for each site is randomly generated in the range [30, 50],
with the demand variation restricted to the range [2, 12]. On the other hand, it is assumed
that the number of large parcels uncollected at each site varies in the range [4, 7], with
minimum and maximum variation bounded to 2 and 5, respectively. The same generation
process is adopted for the small parcel demand for each site, with the mean demand and
variation restricted to the range [50, 150] and [10, 40], respectively. Furthermore, the ranges
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[15, 25] and [10, 20] are used to generate the mean and variation values in the small parcels
which go uncollected.

In each experiment, the time for searching a location solution is restricted to 10 min
and the parameters remain unaltered apart from the one whose influence on the solution is
examined. All experiments were performed on a x64-PC with Intel Core i7-8550U 1.80 GHz
CPU and 8.0 GB RAM.

4.2. Experimental Results

It should be noted that, due to the need to analyze the total number of demand
points from which the demand fluctuation value is obtained, this paper uses I' (that is,
the sum of all pick-up points I'; and I'; varies in the range [0, |J;|]) as an indicator in the
experimental analysis.

For ease of explaining the experimental results, we first present an example for the
experiment conducted with I' = 20 (i.e., the summation of I'; for all sites) for a set of
delivery requirements, randomly generated based on the parameters summarized in the
previous sub-section. The results obtained are shown in Table 3.

Table 3. Results obtained for the parcel locker location problem with I' = 20.

Collection Demand Sites Covered Number of Large = Unsatisfied Large =~ Number of Small ~ Unsatisfied Small
Site Parcel Lockers Parcel Demand Parcel Lockers Parcel Demand
2 2,6,18 179 0 537 0
8 8 36 0 75 1
15 13,15,34 185 0 543 0
19 19 47 0 124 6
21 3,21,28 157 0 433 0
24 10, 11, 16, 24, 35, 40 317 0 889 0
25 1,25,41 181 0 529 0
26 26, 37 128 0 292 0
27 20, 27, 32 177 0 513 0
29 12,29 110 0 311 0
30 23,30 108 0 304 0
31 4,9,17,22,31, 33, 38, 47 454 0 1312 0
36 14, 36 111 0 321 0
39 39,48 95 0 247 0
42 42,45 103 0 284 0
43 43 56 1 162 6
44 44 47 0 121 5
49 5,7,49 170 0 484 0
50 46, 50 99 0 257 0

Not only the solution of the collection locations, the demand sites associated with
each collection site, and the number of large and small parcel lockers, but also unsatisfied
demands are listed in Table 3. For example, site 8 has been selected as a collection location
which covers only the demand from its own site, and the number of large and small parcel
lockers determined as 36 and 75, respectively. Since the actual small parcel demand at site
8 is 76, the unsatisfied demand is 1. Although I is set as 20 which indicates only 40% of
uncertain demands are considered during the location optimization, most demands are
satisfied by the solution generated from our approach in general.

To gain an insight into the converging process, the major operation of the solving
process for the above example is briefly summarized here. The problem solving starts
by relaxing the ILP problem into a linear programming (LP) problem, which is solved
by the dual simplex algorithm. In this example, the optimal objective value obtained for
the relaxed problem is 2279.38, which is an initial lower bound and can never be reached
for the ILP problem. Subsequently, the cut generation is performed to tighten the LP
relaxation of the ILP problem so that the solutions get closer to integers. After obtaining a
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feasible solution or one which exceeds expectations, the branch-and-bound procedure is
invoked with the iterative construction of a set of subproblems which attempt to converge
to a solution of the ILP. The number of nodes explored, running time, number of integer
solutions found, objective value and relative gap are briefly summarized in Table 4. It
is apparent that the objective value decreases as more nodes are explored. Although a
quick convergence can be observed at the initial stage after applying the branch-and-bound
algorithm, no further reduction in the objective value can be found at the later stage.

Table 4. Converging results obtained for the parcel locker location problem with I' = 20.

Number of . Number of Integer .. Relative Ga
Nodes Explored Time (s) Solutions Foufd Objective Value (%) ’
5209 105.59 2 2794.16 0.31
7130 124.17 3 2789.98 0.16
8768 140.09 4 2789.46 0.14
18,768 263.49 4 2789.46 0.14
28,768 398.27 4 2789.46 0.14
38,768 518.05 4 2789.46 0.14

4.3. Robustness Analysis

The role of parameter I' is to regulate the robustness degree for the optimal solution,
since the amount of uncertain demand is controlled implicitly by I', thus resulting in
different violating degree. To evaluate the adaptability and robustness of the proposed
method under various uncertain demand levels, a series of numerical experiments have
been conducted by varying parameter I' from 0 to 45 (corresponding to 0 to 0.9]];|) with an
interval of 5, and the unsatisfied parcel requirements for the solution under each I value
have been obtained. Note that the influence of each I" value on solution has been examined
by performing 20 independent runs under different demands randomly generated and the
averaged results are presented in Table 5.

Table 5. Results on the examination of the influence of I" on the solution.

. . Number of Relatively Unsatisfied Number of Relatively Unsatisfied
r C(?slzt(llf{nﬁlm Cligal?:t(i%o Large Parcel Large Parcel Large Parcel Small Parcel Small Parcel Small Parcel
Lockers Locker Ratio Demand Lockers Locker Ratio Demand
0 2538.97 / 2286 / 209.5 6052 / 697.0
5 3153.78 24.21% 2725 19.20% 11.0 7548 24.72% 74.5
10 3187.71 25.55% 2733 19.55% 7.5 7579 25.23% 80.5
15 3198.21 26.36% 2785 20.08% 2.0 7648 26.37% 40.0
20 3209.70 26.42% 2760 20.73% 0.5 7738 27.86% 10.0
25 3214.03 26.59% 2773 21.30% 0.0 7848 29.68% 0.0
30 3215.35 26.64% 2779 21.57% 0.0 7870 30.04% 0.0
35 3232.97 27.33% 2791 22.05% 0.0 7936 31.10% 0.0
40 3261.27 28.45% 2809 22.88% 0.0 7969 31.68% 0.0
45 3267.07 28.68% 2815 23.18% 0.0 8017 32.50% 0.0

Relative cost ratio listed in Table 5 denotes the gap between the cost of the optimal
solution obtained for a certain I' value (i.e., I > 0) and that for the deterministic demand
(i.e., I = 0). Similarly, a relatively large parcel locker ratio and relatively small parcel locket
ratio represent the difference between the number of large and small parcel locker under a
certain I value (i.e., I' > 0) and those under deterministic demand (i.e., I' = 0).

As shown in Table 4, the unsatisfied numbers of large and small parcel demands under
the deterministic situation (i.e., I' = 0) are 209.5 and 697.0, respectively. When I increases
to 5, the cost increases by 24.21% (614.81 RMB), but only 11 large parcel demands and
74.5 small parcel demands are not satisfied on average, as compared to those under the
deterministic demand. When I' continuously increases from 5 to 45, the total cost rises
slightly, but the satisfied demand diminishes rapidly. Furthermore, it can be seen that all
demands can be satisfied when I' > 25. This implies that it would be too conservative if
the worst case (i.e., demands at all sites reach to the maximum at the same time) is taken
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into account when determining the parcel locker location, though the increase in the total
cost is relatively moderate. Although it seems that the value of I' can be set as half of the
number of sites (i.e., I' = 25) used in this experiment, a slightly over-conservative value is
recommended in practice to secure that all demands can be satisfied with high probability.

Therefore, based on the experimental results, the following conclusions can be made.
First of all, the robust optimization method proposed in this study can deliver a flexible
solution to the location problem of parcel lockers in terms of robustness to uncertain de-
mands. Furthermore, high robustness can be achieved for the location solution without
considerably sacrificing the total cost. However, it would be recommended that higher
value should be selected for parameter I' for the cost-insensitive cases. Due to the trans-
form of the nonlinear constraints into the corresponding linear counterparts, the existing
commercial solver can be employed to generate a high-quality solution for the parcel locker
location problem within a reasonable time with moderate computing power.

5. Conclusions

The parcel locker delivery mode is an effective solution to the problem of last-mile
delivery, which has been promoted and deployed in many countries around the world.
A reasonable location is critical to promoting the further development of parcel lockers
and better to meet the customer demand. However, no reports on the robust optimization
model for the parcel locker location problem with consideration of multiple uncertain
demands have been found in the literature. Therefore, the study presented in this paper
attempts to extend the robust optimal method to the parcel locker location problem by
formulating an optimization model to determine both the collection locations and the
number of parcel lockers for each collection, with consideration of demand uncertainties.
The optimization model has been evaluated through a series of experiments, with the
main focus being on the analysis of the solution robustness. The following findings can be
obtained from this study.

(1) The optimization model developed is capable of dealing with a set of uncertainties
in the numbers of small and large parcels to be received and sent, respectively.

(2) The collection locations and the number of parcel lockers can be determined
simultaneously by the robust optimization model proposed, with all demand sites to be
covered by the nearest collection site within acceptable walking distance.

(3) The solution robustness and unsatisfied demand risk can be reconciled by adjusting
parameter I'. Although the experimental findings imply that a moderately high level of I
is able to provide high robustness for the solution, it is recommended that I' could take a
slightly large value to avoid any risk of unmet demands, since the cost resulted from the
improved robustness is not significantly exacerbated.

(4) The robust solution can be obtained by the existing solver within a reasonable
timescale with moderate computing power thanks to the linearization of several nonlinear
constraints, which considerably simplify the programming model.

However, this study also has several limitations, which should be addressed in future
studies. First of all, a sharp increase in the delivery demand during special periods
(e.g., COVID-19 pandemic) is not considered as a source of demand uncertainty in this
study, as it is not easy to accurately estimate the potential bounds of demand. On the
other hand, the predication bias on the long-term trend of the parcel locker demand is
not explicitly taken into account when constructing the robust optimization model. In
practice, several delivery modes, such as attended self-pick-up points and parcel lockers,
may be jointly employed in the last-mile delivery service, a practice which also deserves a
further investigation.
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