Abstract
Stochastic Programming in Economics and Finance

Stochastic Programming (SP) provides an important modeling framework able to manage uncertain
data in a multi-period decision making process. Prof. Jitka Dupacova of Department of Statistics
of the Charles University of Prague was the first introducing SP in our community during the
XVI AMASES meeting in Treviso in 1992. | was greatly impressed by her talk and a strict
collaboration started. Her contributions are a milestone in the SP history.

The beginning of SP, and in particular of stochastic linear programming, dates back to the 50°s and
early 60’s of the last century, just to mention the pioneers Dantzig, Beale, and Charnes and Cooper. Its
success goes back to the nineties as soon powerful algorithms became available to solve real world
problems.

SP models provide good solutions because they explicitly model the value of future decisions taken
after the uncertainty reveals. As the uncertainty is known period by period, recourse decisions
responding

to new information can be made.

There are several aspects that make the stochastic programming approach a challenging opportunity:
o the uncertainty modeling through scenario generation;

the shape of the objective function;

the right choice of dynamics description;

o the bounding methodology for multistage stochastic problems.

The talk will address the main issues actually undergoing in stochastic programming literature, recent
advances in selected areas, and some applications where the methodology has been successful.
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