yiise 2alyll Juadll
dyalioll Jualaci

Szl Bl Lilly 5680 2040 657 2 s ugcJLﬂeraquclleyprﬁydu‘\ﬂ 3o A o S Jarts
o e S akyy al bl e 3520 fad OF adalh ad ¢ S W B dd Al AU B0 (ST Y g 0yl
el S SV e T 3wl s BN BT el s et e 1 ety Ol g s O (s e e S
CHl e 58T 8 e ket I VU S ey Rk ST P WS - e g gl et 2 Rl - Ry o A
ol TS G g i b3 3 a2 b ke

e M DY e LS = 0 ey 8l e 1S 05 L s e o nll 3 e Hlis O )
Ll o SeeY e ah e 08 45y . Kansas 1Y » Blair West @il 3 W% af i 0ley 236 Tomeo Qil 72
Gl S ST k) bl e 320 e ade il 3 e e § b i 34 1« 45,20 3, Thomas Blair .
.ijr_ﬁpiwsku&\ﬂjwnpuc@of#gJ\,Lu.’u,_};ugj.,w

Ul W A e Dl g i O ¢ LU Sy L ) ey Ml VY ooalie @Bl ) e g ozl s 3 4
Q> ietlos ) o AT el e W o my SIS L ey B e i Ly 5 B e S 3ol G e
i Bk BlazY 2487 J g Al Bt yn o 2wy AN 3 e O patldll Wl gl Ll i (3 Lpalisnzal o o dmid
C Y el a2 el o 3 g8 35 ) e e il g

Jlosiallly d,halsell

st a0 35 3 Y0 10,000 flar lazmel cnd 155 AL S5 Sl y 658 e phliY1 20 W pe Jal (38 blaadi aw
b 35 b b 33 2 s Ll U e e ) A e R e S gl ) e e
LS Lo 6l A5 Jlazmt 531 LadSTy ¢ bloall i yis D)iJLALJ‘b&JJl P R BIPCRN I VTSP (RO P
LB 00 3 W) e sl o e 1S i 3 AR el g ol O O Sy L L Rl S bl i ol
Lo e IV g 2 oL

I e B Al s gy o B e by L Jlee Y i s T Oy bl e bE U] el Us T3
555 0 ¢ 3 A pp ialed (Y Gl o] s Laiad L et O g e iomly 2ot o plhali O Lake ¢ Rz e e s Lo 5 s
g_x_.J\',,aJL..:,‘JtoLJ}aMu_(.:_L.s’.az.?-;e.h,;fr.jjut,hlu;,‘gw_g,:ﬁ_‘¢:L.—.J‘631ly‘-uﬂn.u.deaJ,p..Uf_z,u
sz (30 S SG e b ] o3, de sl e OF Jlasst 580 1y L LAY i 1SS Wb 3 piledl s 1S a8
-l g3 1Sy e o Lo e e (3N B SG a a e 2 5 e sl et O Jlesd 080 WS ety 1L

fon A it 058 0F all b 5 P iy A il o, S 3]y ¢ R e 88T b A el S, S5 L B

-
P(A)y=—

(4) R (14.1)
0.167 5 /g ya 1 s e A pas Jlammt DI Ll e s e ilead) il GOt b oV leme o gt B ade
Gl a3 Y S U L ot b ke e Vgt T 30 e, S i B ey S L5 ) W 3 &Y 1

CJlesd Q;JIP/J\

rao



Lndir . 1Sy 110 ok O K Y Gl GBS0 b e Yy ¢ gl M ikan oL L gy ol S0 e 5 o )
e o) ST SN Tl ells 0157, 1994, < 3¢ Gl R el ey ) Warp ikt sl - e [BM S 2 s
ol A ey AT ) e e T DA s 0587 Jelge Bl L ot ol B BB b cand s e 0
c AT eyl e Warp sl U b ob 058 WU s e 000 Y W Gl S L el 5 Kt
b b ety ¢ ( MICrosoft 3572 e ) abdl ot 2 s i 5= Y1 21 1 h—;t{ﬁuu | oid FT% LV PN o FOU RNV
C bl g Al oy gt e ol g < W DT A Y Yy i
S — u_‘uJ cdl e sl Al Bl WY Y 3 gl Galadl sl Tl W LL::J ¢ Cadl gl ada Lt cljly
e A o OB LY pleadl Llh g e E U e ol ol DUzt T R e pa e D g By Jlemed O ¢l
s S BT Y e 38 St e 8Ty el X ol 3 et O ¢ Y ez e Yzt S a K 0L 2005
ooy 50% gt demnd Bl ol Sl 4 050 e Ledid ade LY gl U s GiE i Ol sl Le i 2

C I Ytede i badh e estizet o 4l OF L S Bles e AR oditay o 01 3RS Rle g il Ve OB

dadyioll oosilly glloiadl pg543l1

it e o 2t S0 3 SV LI AUl Ll pLN ] 2l 8y ¢ W ol e e gyt )l LBl i e 00 6
155 . oot iz gr pa LaS ¢ Jlam Y il Jgag ol 5)LaY1 Sa e S0 3 il odn gl L B e miledlads e S 5 5
symp i o3 e o WY i gad aaz 208 Sy California 43 » San Jose ;3 Adept Technology &= of s 3
S A e U8 e 3 004 Jlas) s e gy de g ple ik 35 e Y1 sde e Sl £ Dot e 1505 3 0.6 Sl

LISl o Sl Y g e e U gkt 0B plel 0t 3 el

b Jol A5 ) 2
0.6 N doiy ple b 3 ‘_ﬁ\ ougn‘y ok § g5 S
0.4 e Oyt 3 I DYl ik ¢ 55 il s
L 1.0 § s

A on 3t e B 1) Bl 3 o e Y a8 ay ¢ 10 s e Callas Nl g et O B
Lo 5 5l 2t Ly ¢ e 38 3 Ltk il 2 b 3 o o 3 Y30 0 pbe 1 0,8 bl ot 287201 2t8” 033
:mx_wt«_-u.u.q,g;\r Sz ol eyt b 23 3 e U 3 Y55 600,000

Sl T i
0.6 $ 1,000,000
0.4 - 600,000

;ghj.a{rmctu‘y i el a0 LS

($1.000.000) (0.6) + (~=$600,000) {0.4) = $360,000
Aol el s 505, 02 s Ll el itz ikl 3 Bl y o 11 20 o e UL bl 2l iy S LS
Dl Al 2a3 2 Cb_;\’l o g ;51-‘ ale Aiay s . aEd sl e e ;u — Yo

N
Expected Profit = E(p) = Z 7P (14.2)
=1

ran



J\’rzzui.ﬂfuj.w|df9‘€tﬂla¢$gﬁthfhaa-§d|&Jb JL.;,\&P,.J;z"*aa.fzdphgﬁ@)lg,:.«gwrcﬂ»
L v wi i« Adept Technology i a3 P, =0.4 s P, =0.6 ; 1, =—8 600,000 , - = $ 1,000,000 ,
; Lg.a_uu‘_s-“ Wity (14.2) @ sl o _}'5 ST 3 ey

dndgiuoll ala,y U1 diylds

edr 5 o a,.sj.-_ucpj‘\;ur,_.,gs G, O ey e 3le u,\.-_l‘ég;ﬁ__i;,__gégﬁ S e e et o ALl S e
sl e bW oty Vg i s jlaed 3, s syl 3 e S5 ot oY aaall JOnEs 75 of Lo i . oL
DA el e el B3 b ol s
LYl e 2 W 3 0y Y5 800,000 8 i 55 3 adl a2 G 3] -
ot oY s Aot ol Jleat 0T 35 200 tiswi g 1 L Bhesd 05 244 e Wl 3 Y 52 600,000 5 L A5 ey —
ket 1K20.5
Pt el s L A sl a LN 0SSy e e
($800,000) (0.5) + (=$600,000) (0.5) = $100,000

:_L&h@\_:ﬁlyyjuﬁ Jm 3 (b E ) w2 s 5 G DU s s gaaas,:hcpﬂl NI ev.o\‘c.af,n LSy
rie gt 032l Rol MY Al £ L L S0 Sl i Jones &2 0l 8 ey L e SV ensl e i
T et U I e G LD By e R
ol g STl 33620 (e Sy e e 8 A U o 1 3 U ($800,000) (0.5) s et 3
S0 Y5 100,000 e ot las g antis . (—600,000) (0.5) o fuast 3 g Ll i DVl s 00 3 21U
TP U ORI VR e T &

e il 3wl 28 e 187 s e O 518 sl nd s JONES 375 gl pde W 3 23l 2UYE 8 b0 OV
N o il el e al e e e 2 Dy Y53 200,000 08K 35 m T 06 Y1 g pgels
el iy o Pl T e s 3 g ¢ Rl gl e 3 STt 3] ey L K ) s W 3 Lk
Sa | b Lol B 3 Y53 100,000 Jlie ¢ i pd gt B 33 52 200,000 a5 g 28 2l 1 0 1
e U8 ey Y e 1T Gl 3 30t b, 91 e b 050 0 el A A L5 el sy ey
il o Ughee pb L A GBI G e bl o p L} A

il 1l d ik guglasi

uié_,.:),aldub;;\,;,ﬁ(ﬁji):uwnf;uj.psjs,u..ub-,,)JJ;FJULL__;:Jl)zjutzlwhg;g)u&hvmjlmgrs
;,_<.:,\'L‘bn—,:iJ';Jl,i\l.l.ab}t-g:,:_-oh_s”,.ahw(‘w).uuibuwyuglugﬁy(_-,UL:-,LLJ.&L_‘L..L:_JJF)Q\)Q_\
A a_;ugp‘u,_,q;i,,l;,.(:_y\:slnupmyjn o g L el ode slazeY il ¢ ally Lgmadey S AN s
N A et g e T3 w0 U Y JoNes 2 e duddl ey e LA ile el gl U e Lslazed
_C_ins_lpa_;,:Llch:J\J.xfB\Oi:‘\’oLl—...Lp.wjr.x.s}fﬁ_JleJbﬁ:ifj_:.."L\pL,iL..&L‘JLT\'JWA.;J*ﬁdI‘gJ_,.EJHLL?_-J-
J;l__.;_dgr_ujfajt,_;gaa,...ﬂm“.Qujtjajlap,;gﬂu,uu;,\,‘mr_guiau‘amb.-t,jnmuu,ij

g P R ROV U R SPWRL U [ LN oA g Akl b A BTy, e el s

Yay



SR e i 5 205 de T g A A3 0 ¢ ¢ ey (il Rl R 5 ) i BTy ) 3552 L
Wb geetlly it oSl s Ll L ol e g ¢ VL VST LT st 3 WSl ) il W pie
S e e A AR L L T RCAPI

Ol e I e NS e Gy W 3G Jones 7 2l ASEl e bkl ol e (14]) S o e
sy W LS e i g S ) el gl G AU e 352 4 e 0 A 0 St
g i e B ot g e Bl oVl 3T oy o) 38 5 gl ade 0 S0 el ] LT e el g S
e el iy e pa g ¢ N9 200,000 Wi £ U e 3520 s oy 308 g Rl 050 b ¢l 0 pe el
Wi sl ad b i wdy e g A e 35 Y el by LG gl e W4 e Y2 200,000
i Al il e SV VAT 0 e gl g ey B Y el 1 e aSTH e 3T b pad el ¢ oVl
e e A Y pay ¢ N 0> 800,000 L AL e 38720y ) g2 ) Rnndl a0 2l MY AL A e
el a7 2l ANV Wl £k pde e 35 A Bl e g ¢ OV YI AT e i g UL i e B4
o A e e IS B ey L g D U Wl e gl s Wb ey o Y53 600,000 Le s 5l S5 4T 200 (s
ot e S 3 50% i g ¢ el 3 OV Y S el Sl Y1 i 5 e s B

0.50
+$800,000

— $600,000

$200,000
Al il i VY A 10 B g Wl ad 0 4S8 Sdd 1Y) ¢ Jones A5l & Rl 3 i (14.1) Jss
) ab ) ade s 3200,000 &l Lty ¢ Y 52 100,000
S
ulj.a_.if.hq_,u_juwéq;au’uusyaJL;¢|1§,ﬂlguL,.ggﬁncju|J¢4;u&:_:abgb\,maﬁ:_!@)
e N e 8N G e T 0T e s ¢ S i) S e s S e p e e e S
o bekie 2l ALY Ol o S8 et 0S5 ey U1 e dpalt 2B 1 b gl s U pag 1 AR E sl gL

YaA



il gp VLY 0S5 0l bty 187 bt 8 Gl P B ks e Sl 31520 A SVl Y 3 e 3
J iy o Y 95 800,000 L a3 Cb_j Jlsa gl t,dl E"LJL; 50% Jloz=t Bl O Uy L sty sl o (g0 tf"h 3 .-‘<"’":h
e R P R N TR C R Po LM OB ¢ Y 600,000 a3 ) ogliy il e U 50%
0.50($800,000) + 0.50(-$600,000) = $100,000
LGl 3l 25l ode e 320 p By Ul 3 2,3 2 LY e il 0 e Yl Ll oYL Y1 25,0 B N e g
¢ Y35 100,000 Los 5 b gz 24, 3 U o 351 1 oo b Oy Aol a5 38720 0T W e b ¢ 2 St Ly
§ i o e s R i L L Radaae 3 b A S B LY 50 200,000 L R TN AU C
T A R P R IR P TR G B C R I P [ NI S IR PRV NNt
Wbl o il 6 (1L ok JONES &2 Lol G paeed) S o acll ISRV TR VAR IR P )
e by pae W 3 R N 2 e (Y2 100,000 ) e ms, B G bl 2 LY S L By L 2Rl UL

C(141) Sl 3 il bk e gy ¢ S 2L e 5 ) Sty € 5 2F 0 e (952 200,000 )

Jayiadl Tomceo d& yui
Tyl yan gle oads Jo

gty i Wl B S oy ¢ Jy e el JUs g ¢ oMl dons i paalilly SGY ki Wb £ o oV el s
Al ode i Jltsl 248 ALYy L e e 3 e Bt 13V ade plisnly Jy p 2 ey L dl o ez
gLuiasfz{;.Jl._—.%U.u_aj.JJ):,UTomcoaf,:gbp;iuea;lgwcsﬂlwuu)m_;pqrgv-.__._h;njgzjnfgﬁ
iy ! Kansas LYy West Blair atlan 3 5um o i 1o poline =ils 1) L Ol a3 3000 Lpde 07 Lotie Lt
b e ! gy U ) BLOYL Sl el i Al et e el 0T e ey cony 5 el 36 OF ST
D e et il el sl 1A edly cnl ) sl of e s bl e ) gl oVl s e 387,20
el 0,15 J oty b Ly 10,000 Lo gt 0,15 Jlasty « SV e daii 5y g pis 0.6 Jlaomt Ss 0K
e 30,000 Lle it 0,10 Jtaxmt sly ¢ b Ly 20,000

S e A LG ek Aes e pBY e Calal AN SUE )87l whall e ik oYl YT ede S5 Y
e 120 0 s B L Bl L oYLt e e s 38 e 335780 e s g g (A ) 2L e 0L L el e
100,000 Lon 35 bl i simin Lo ¢ Jai Lo ) yiall pke S 3 Y55 90,000 L,05 8l 1S5 el ist el U 3 6l 2043
a5 b ity ¢ e 20,000 Lo b - 3 Y52 300,000 bty ¢ il e ey 10,000 le e D 3 Y0
® Al i il ol dall sde (g3 e b e 30,000 e ;b s 3 N e 500,000

i s S g s L e 37 delianaly 0,8 Bie ¢ andplt Lol T Aadiae 3 k5 38720 O L 3 03]
S g AN a e Uyas 3 ren 382 AW Y1 0 O a0 YU Gl 5 (14.2) ISt i
S L O i ol e e e el g IS S e LB b sie e e g Wl g L T e e e
oS no g iy i ¢ ) i e 18 2 g L Tl 3 Tl 3 ) s p A e R e i o ) (S s a1 i
P N B LR E U 1] R PO g g A F W UFF [ gV FESP S P TIPSV SN P E
et A e e B 2 e e 2l 0 el ey S By il e i 3 S ST e Y L

J. Hosseini. ~Decision Analysis and Iis Application in the Choice between Two Wildeat Oil @ aal Alali s3g] Al i 4yl !
Ventures,” futerfaces (March-April 1986). For pedagogical reasons, we have simplified the analysis and the numbers involved. A
general aceount of the use of decision trees in oil exploration is found in J. Pratt, H. Raiffa, and R. Schlaifer, “Introduction 10 Statisiical

Decision Theory,” in Mansfield. Managerial Economics and Gperations Research, 3hed.

raq



Jlk el p L A Rl e g o AL ey 0 Y53 90,000 L6 5t baSG sl ¢ kil e 320 e e e
A yS At pay o Y32 100,000 0,8 oy ol ¢ Jaih s e, 10,000 e 38 200 520 e 25 A1 Gl o m 48 ¢ i
e SN e e ted A izl e O ey LA 8 020 e e el it e Al iy B AT, L g e AU
Al A ld Y1 o 3B g L g 3SR e 3,80 6,8 0 ST o e kil s e » 30,000 41 20,000

(T A e Y s 500,000 4 300,000 sf ) i 3
L ]

0.60
-$90,000

0.15
+$100,000

0.15

20,000 barrels
+$300,000

30
0p,
(4 barre /s 0.10

+$500,000

$0

o ¥ i b e il e e 38530 el 13 Jadill Tomeo 48 pdd < )il 3 (14.2) Js&
. il ge gyl Alla 8 T jiea &1 Ly ¢ Y 53 56,000 el il

U3 SN Y &5t & 20l g s U 3 A ) Yl BT e 2ellanel 0050 ¢ 8t 0 ke 1 S5 ey
i el am of 060 Jlammi Slin 0,50 3 ped ¢ 37l A5t Rty B0 ST BB L L ST UGN e d el 6, e L
s Y02 100,000 Ly ~U50 1eo sl p 20587 20w 01 015 Sy ¢ )Y 55 90,000 e js 5l J) sa 58 ¢ il
el m i b i3 2 s Of 0.10 Jesmty « Y52 300,000 Lo, AU 7 ) o g p il 87,20 a5 010,15
Ulazst a5 e (el O Ly it e sy ¢ 37,200 ada i 37 2l ¢ 50 il 3 A, ALY ) o gilly - Y 2 500,000
A Al ss e 30 p gy U 3 A 2L 06 ey L e ptlell o F iR Sl 3 ek T £ 3

0.60(—$90,000) + 0.15(+$100,000) + 0.15(+$300,000) + 0.10(+$500,000) = +$56,000

O P T B e T PRI 1 ol e Yl 3 e ooVl 37,0 G (14.2) K80 3 Gzl eda | pebs Basb0,
CAS Rl s ae

Y 55 56.000 b, A 5id 4) sag I 5 e o ALl 38,20 06l o 4 ¢l 8l s e ptidh st
6o Do g A et om0 2t Loty T din 3 b 5 A0 ST BB L b Lo i W £ U iR ] o g <Y
LA o e i)




SS Kuniang disdaull <1y gle daaljoll

S dsy g bt oy al Juabl g az e (KL s e St 3l ) gl el ) RSt ol el el g0 3
Ll 3 gy il g3 sus] o New England Electric System &6 of et s . 1981 ol e3et iy LS
L1.. New Hampshire , Rhode Island ; Massachusetts ;— |5 3 bl Oae o0 7Y hoo iy e 650 i g 0435
e e A N5 D) 3 B ¢ (i) e Y il Jend ol S ) U8 i Bl St e b 5 25l S
c—sibaoty 8.5, Kuniang ai i covn 1981 s 3, . New England ) Virginia .» wd! 15 3 baslas 5 i)
New a2 de 0 ¢ &5 olily - Qlae i jtlae 3 Shelhaall a3 b e S5y ol Wbl Gy 7 b 41 4SO b 8 oLy
S.S. Kuniang ai—d » Yol y o j - 3 O e ¢ s gllae T A el s Sy of England Electric System
Cmy e A Rl Sl Y1 G i (R e e

Syl E 2 3y £ e g e B 2 8 Y1l ¢ Lgtlas 3 ST e W g g Y e D5
3 ek oS o B A e 57 e 3 Ui Y Al el Ol DLk 380 el LS (14.2) S (14.1) Kl o flis
Y 0y 285 vty AU A ) Al Jlo 505 5 0SS ind Y 3 Dghe 5 a0 3 g 38700 O e 1 L 3L Lgtlas
Y53 0 gk 3.05 pmn ik 2 il A Jlo o, A5 05T B Y g2 O gl T a5 51 U

G WS ol i Y0l 5 Al 3 bee Y 0ple T U 3 dnd i il o 5 L)y el Ld
Aol ot bl Sy Sl Y e g e aSTE e 35,0 505 ae 3 ks e Ly Ll st 311 LS cllaal
O S 3 e 0de T A 31y ) g e i eliaall gl St O 0575 3872

i iel s 3 ¥ g3 Uske 6.7 fos - la New England Electric System a7 ,2 cub ¢ Jbod 14 ins”
i il s 45357 ede O S0L pdy L U Rl G Bl dabias U] (5o g elaall s 205 0T e ¢ SS Kuniang
dih g S O ol ol O ons W ellaally 370 40 pke 0 adallyy Vg0 Opde 10 S sl 2p T o el
o e e gttt Gt ks e e i 0 32 e 0y ) L Laillae 3 3570 bl OF ot il AL dpad g e s 1 O
By 9L 00— Guy. W. NIChOS dedl ¢ o 5 . (i oo 38200 05 ) 53 e 0187 ol Y1 2l e oS35 € 5
el il thandt Oy L3 ol ¢ (L300 AT o ol 0T i Cbg] bt 015 SIS ™ = 23 0 03 33820 ot i
¥ el g il Lde 2IST

* D. Bell. "Bidding for the SS Kuniang,” Interfaces (March-Aprit 1984), pp. 17-23.

dlol&all siloslaoll daidgioll dosdll

A 85 B e b ko (U S8 el e ST 8 e ) S e e N e San Y 0L ST
sdn Lt i 0450 050 ¢ s by sl Y S anlly Balacd) AlSH b glalt e oy iz OF S0 il padn 0187 150 L
e 3 A ALY S L S e glent] e il ddll iy a1 U3 g g 3t e e e e € e glall
DAY o STy e e 3 L 15 3R 6 L 13 L e ezt o it Ol Bl 3 daline gl e N WLo ) pam

£



A AN e oy 1) JONes 7,2 e Syt Uosle L B L Sl gdadt alls Ao s e W 3 G gl £, 0l
Ly qds g o S L 13} 367l 2 gl A U,N1 3 Bl e op S i phad) il il OF g O ¢ (UL el i
C AUk ywymwcuj Yl el Al ol ylali Je

J Jones &7, 2 gl G il o @ glons, 105 B ¢ ALS e gl B il gl et A2 a3 WS Flay,
o A iy Colalt A 3 STl e el e 080 e ¢ W e i ¢ RS lphal) WS e e 3 gl Wl
Db o Ll U Gy Ul el ) e 30 i Uy ¢ At s 4 Ul i U e Ll S T A oL
13 1Sy LS e lall A5 e b g ol o 3T gl gl SO e i M3y ¢ Sl iy e 3 it
Dt P0G O e S Sl gl e 32 e L

0.50($800,000) + 0.50($200,000) = $500,000 )

Lcde ann ¢ ST i yladl e Jones a7 Jpuar U 3 20yl L1 g gl e o)y ) 87T Ligs U Lt
e DYy ke et § UYL SO el L e 3620 a3 e b W e oy c dle ke 8130 Y
_‘,LU;yiJJLO.SOJL‘::JﬂL'.&J.I.Z:—YQL-).LJH.'LAGLGJ.A.Z Dy 3,20 01 a8 L STy ol ylall LS sl 1) )5
Lyl 53 Bl YU o il W e el i) e 38720 p i O g aitie g ¢ e A 214 ) LS ool el
Sl w2 T A et ¢ MY U 14 e ) ST bl 525 00 0.50 Sl a4 LS. Y52 800,000
Slagalt e g WS A (3 8 2t W A pd el e ge STy L i Y 50 200,000 ~ L4 ALy
Y43 500,000 ( 0,5 L lasl; y alalSH

Y35 200,000 &ls O3 Jailly 33,80 taplall e o)) 5 3 8l codezet 13 A 3 2l #4010 00 S5 OF e s
Lol gmy o bglanld aaipdl 2@l 3 Ben Y52 300,000 41 (500,000 — 200,000) cned A 0w 3405 « Y 52 500,000 -,
LA ol el e pead) e 87005 0l S 2 0 3 80U e e Wy 51y ¢ S ol plall S esls

Y it @ el VU O elall 0 ol AASH e it B e 1 T aile e s ¢ il e SO0
g Y OV Sy Bl el el Y 8 b L3 ) el e Bl o7 e el a8 0 2
ory ke e el 5 Ol Colall AN S e ) e 0050 e U ol R plall ada B 2100 e AN el S0 L 13
e sy La o240 U S0 ¢ a0 il o i 22 Y 500 s bl s 3 b o0 8 bl Y1 i ¢ lladdt e
- AL e glall e geadhi a4l SN e A b ol

Silygloaall dagsall pilaaol ani g¥ yloitteulll oy ads
(daidpdasi dualya)

a0 @

G p—SH A S AN IS o] el B e Ry dl > e o O ALST e el amd ! 2l b LY
b g il 5 O Ll ¢ dpor e 3 a1 b Lk e 0057 154 e Oty (el 1031 e s 35 s S
LS v T AN (Vv SIS [ PRVT IV I N S NS L RN EE R P PN | L WS U P S T B e
:.__:J-cL-M.J‘w%-bl:'c‘_all'liﬁwqyéJ\E)E*QLPQldLFJ);)leJJ.UJr:MJﬁe oM R 3y s
U oy maaldl Bl o ol S e 187 100 1y 0f il by 50 o ) e s a8 e (5 5 g0 oMl O
et bl ey U ST e S a8 e Sl ST OS2
b By P STy I phy Rkl e il a8 Ahad) ST s ) 8 it i) (14.1) Jstdd oy
odn aml i o 8 Sl wal T LUSG ¢ Ll e e lall s el 1 S AT Uty alalS ol el A iy L sk
Sp—he Y53 6.2 1) opparall it 2ol AlaS Sl lall A fuai i oplH 3 G R Ay B ) Tl RS ikt 6 357 2)

1



L B iy Lo a1 B Alee 3 2t BT 13 il ey pURL Aal) DLl 0055 0 ¢ 2N O ey L Y g
;a_;uj,..mt,:;;aba_.;.llafrzuc.‘:_-luu..g J_,llﬁlrU:GJLﬂNeJA&G;\QJ.M|yﬁl‘@ﬂwwlﬂ;&iob}dl
Vi S QPRI ISC PV WP BT W W o5 SUVAPR Rgess RS TN JER SORN URUT K I Y e O

2 q&lwu;wli}ygulﬁﬁ N oLl :git.uf_p. p i
L
Adn p—hiaa LB3Y Faaaall Jal gy Aalidl ALalS) Cibe glaall dad giall Aol (14.1) st

. il el
(A
*“ 6.2 | w2
3.9 ) ims
0.3 RECPRITS
0.0 el

Spetzler and Zamora, “Facilities Investment and Expansion Problem.” 1 jaaall

* Sglall a1 Jga dyfiay slllag sleaal

il sde sl o 0l ¢ Gilall wilan e il g Y @Sl Ll el 3 o p phall e gl 2051TY1 i Lo
5Ll Dlelad ) G aidk @ add) s pgdl il Wiy L il Slendt fa Y e gl S Akt ALl eVl dad anid ga
Y e T4 e il Gl wilas B o el
C A e 2 S o BT e 5 gk e il (2) LS e b R i o il ke (1)
LM e e ey S g 5 Ades 151 (4) - il Sy a4l akail wlena i (3)
O I BT KW PN P N E3 LU FO PR VSR A T WU HEC PR LN O AT R B WRU PR PO
U TRV VI I ) L SRV T WL VY- WUy S PO

S PR (RO LY PR HECI T ) W PR R KRRV PR 0 JCER W | EPANE PP O V)
a__.;&.gdujcuuf?aﬁ,a,uhugtﬂila\fnsiu&;awtmgydbu}x}m&\auwufmh,mw.a,pUn
LS pS e Radin B (U (5 54 o Al

Y024 Y3 Oade 3.7 i aRhae 3 mian
SV 83 0l 2.8 Ve Daeke 1.3 1wl J."-L:C’...a.ﬂ

tC. Spetzler and R. Zamora, “Decision Analysis of a Facilities Invcstment and Expansion Problem,” in R. Howard and J. Matheson,
eds. The Principles and Applications of Decision Analysis (Menlo Park, Calif.: Strategic Decision Ciroup, 1984).

t.Y



e el i aall ae Jm U S S lae Y oa Lad g lall 4 il AR s LJL:;JIJ‘..:‘_—.Snsz
¢ e il e ) el (6 il Balia W s

S. Watson and D. Buede, Decision Synthesis (Cambridge: © a3 d o 330l e 3 aly + Adida duidst 3l j3 e ¢ jall 1 adiey *
Cambridge University Press, 1987) (which summarizes the work of D, North and M. Merkhofer).

dntioll paio — Loslsd da44G, d,hlo]l

s Of L 3 5 187l i el Jy 2l TOMEO 357 2 3y W el wi ot Jones 32 )13 ox I 123ks el e
s Ayl 8,0 0T e e ¢ W L0l 3L 2ty ST e Bl (g 8 D ¢ OV L el didaen 3 n
p s G Ll sl Oy bl a7 STl o OF L 3t 130 L 2 o e 1 s Lk B Y 0 8 e
) N33 4,100,000 Ln 5 (b 3,20 538 0 1 410l e 55k 5 ubn (3 J gl 4l Y g0 2,000,000 5,55 45 3
Dgp bl e 2 Y1 0S5 B (50150 2y ) Y0 60,000 L0 5 s 320 0K ol 1 gty 0 50:50 s
0.50(%4,100,000) + 0.50(-$60,000) = $2,020,000 '

b7 L3 (Y52 2,000,000 6 )05 ey nki e gt b e Ul Al Lads B) 367,00 Mo iy OF s s
L_:.:wwk}.u:yt—L___;;Ma@.,y,—atfrwu-,.k;;u;ﬁjbw EIPRCI P S EYINE P e (R PEAU =P
Ln i 5 Ay 50% 0,4 Yarnt LU 05 3l 04 5 (Wb 0dn 3 ,Y 59 2,000,000 o5 21,1y ne oo Lo
2,000,000 W 5 451 0 Oy s o2 &y Bln ¢ A3 e STy L 5 phes 3,20 8l 4 Slgins ¥ plae pag 0 Y52 60,000
AT UL e 000 28 2007 0y o gk Dpmkls pghett Y U Y e U Bl 5t 3 s e it eSS Y
S ada 3,50 60,000 ) U phamy ¥ 35l o8 G5 5 WY

GO U VL HT IS PR URPPS- JORE PR Pi-U IS R DA R JE R V(PR P JUUPUTSTS B N-IOREE  gRCU P NvR W R
A S5 0l 50% o8 JuamY o a8 3 oSl 3,8 Sl sl by O e 1 b ¢ 83348 Lolasd Y OG5 53y el e
— e ol bl e e 0,800 ¢ Rl DS g ) O gy 0 sl 2l 0T LD Y55 60,000 W, 5 s 37,
J_JgsfM|J,a5J13g,)fingﬂx AW e o BB e p g st Y 55 60,000 L, 5k 3,20 o Sl
L !

iy b 2 WISl 6 o ¢ ) Radian 3 A s 2k ol 1 38 s b U ke G5 o5 Y 5 s
Cat il 3 abeads 3 )l oall 23y dmizal) ol U Ly et oy L 8 Bl AN il bl pld 3 aeld o Aaidl
Sl ) ol e R e, 0 3 b ¢ OV Loy o o it A L Ll Sl 0y ekl
LIl 4B 8 0 e g 3 S5y 0 o plad 2l




I8 yLasui dalaj9 Maxwell House iy

Ol e el glad e el e 0y S el Lt gy jea G Btk S 350 J oY ) g ki
W S ol Bt U pee Sl ¢ ol DY 3 ol Bnl) 22 ST st - Maxwel]l House &2 <6 15,
Y e et ) 0Lty pla 13 3 e it O gl e ikt g e ey A0 O LSy el ) et ¢
3,—,4'(;4-,-L=Jw,nu,:ﬁuw,uad0.7;434J_.h;,?.1|g;,g|65141§qoi#;1syo&uhwﬁy,ug.ﬂzcnyéw
REVRV]

2)u_s.:_ujx,._..ic'.j 0 el 3] AW el e caasnd U 048 Tgees 3l JOSph Newman ol 46 2,
3>y (2) . 3hE 1.5% i Gyt 3 82 A i 0 0.25 St sy (1) 0 Sl o 080 b o b 0 e
(4) - i 1.0% jluic 3,dl 3 3 20 2 15 0F 0.25 Jlast 5405 (3) . 3l Gt 3 387 i 2 a5 0F 0,25 Jlet
Maxwell House 8,2 -0 @ it JWli Jyadl oy . 1t 2.5% jic & podl (3 37 201 2 3035 01 0125 Jlaint 5 por
G edl 3 a3 e K5 B

Szt gy (1)1 01 Bl 0 0580 34 ¢ el a3 2 5 15 s ¢ Newman ddt bl o] ol aullf G
Caal G 38 i i 5 O 0.2 6005 Sl gy (2) L 1k 0.6% s G 3 3 A0 e i Of 0] 6y
S Bt 3 3720 a2 O 0.2 Jleaml 250y (4) L 1 1.5% uas & pdl 3 3 200 dam 3155 01 0.5 Jlezt 2500 5 (3)
C 3 3 ras 3 e D8 BL Maxwell Houseaf_,.‘-c'-u‘Qﬁ-ﬁﬂ'@ww\_};&ic@m.ah.ss2.8%

+25 4,104 +2.8

+1.0 - 391 +1.0
0 — 840 0

-1.5 - 1,218 - 0.6

. Maxwell House & 2 ioldt el St o pni byl 5 md p S od ()
€ i 2 A ) pmie a3 L iy OIS b Tyt ol edans (3 4 7 Maxwell House 372 w07 134 (o)




Sal

.25
- $1,050,000

et \ 25
$5,058,500 $2,856,000

deching Market -2
share remains constant _ $840,000

in
Sease ml't:,%
'

$235,500

* $4,104,000
s ()

dadioll dlls di L

L st A pis e o T (5T g ganiee Aabias 3 Ll 0 3 (g 93 AN el O Syl S ¢ e iy
L_-J__l.slgj:\i}u‘;#lé:l:;!';dbp.hgj_brj)LﬂLJL:_J'-I.'uL:jhj;l!;j._.ﬁng_J.hi,:\lhj;i&w&icd);_.oglpf&!g;jh
o A B a1 il Aol dmisdl O i S F g - L i, dad 7 el pld) e B JS 00 el i3 e oy
SE S e o e b g 3 il e A il il e b Ll ay ¢ Al il e IS0 il e
A_v-f_)\flbt‘.i.LA)'-J.<J.;.:YL..:,-I:Juu.GJL;;.HO,-‘_}Y&E,&BJL;-L;;)lﬁlfuw&aﬁu.}r@lhﬂlwdbuﬂlwh@ﬁ
DA o e p 05 0 By A st s o 6y 1
D amd el anidl 0,55 ¢ 50% onomed) n S G Jlaisl e SIS B3]y o B = 8 dnadl Ty 4 =2 izt 23187 13)
0.50(2) +0.50(8) = 5
Dt Y Ll eyl Lyl el 3t i e Jy 2l TOMEO 3572 ol e 1) 2l dndd) go b g5 ¢ Yy
0.60U (-90) + 0.15U (100) + 0.15U (300) +0.10U (500)
o A pile g las i o aaidt o U (100) < Y 2 90,000 a5 5 s 80 il gl Jas i i daidl gs U (=90) 2
DUt Bln 0 Uy L s Y50 300,000 0,35 A Wil 68 ad 5 sl it o U (300) ¢ ¥ 53 100,000 5,5
0.15 >ty ¢ ¥35 100,000 Lo )5 - e 36720 J guast 015 Juzmty < Y55 90,000 ey 5 ot 3 201 155 0.60
s 0B 15 ¢ Y g5 500,000 5 bl e 3,50 puast 0,10 it Uty 953 300,000 b5 - e 5,0 puas
plo Ol o c U(0) oo e Y1 € ells e 25 A i) Ay o Wb o )l ik 362 o 4 ) UE L oMol ezl gl e oo daicll
C o 0 8a U,V 0L By Bl eds B g ok e 055 Dy A
il i g b et A e, e M) ) gy T ¢ st il e IS5 BN il s a5 ) dmidd oleY
¢ A it Loty Tomeo 3872 § il wilo amlyp o AlSCali s gdb . B ezl Ao 1) nidt o ol badY1 omilly 3o by

LA



Eaitll O Ul o losdd el 3 e deced ¥ bdondld 31t it OF W iy Boisy U (500) =50 4 U (-90)= 0 Jas o uSs
3 dot) i o o il ks « U (S00)= 10 5 U (=90) = 1 ot 0f e ¢ ey . Y1 aomazly e 1

Srhd i plin g AT ALY e T e bt el i SO e e B Alalie o a8 il ey
Dyt f i 3 b M AN ol 8 K ) S A M i) s 2k ¢ Y e ez e e
ri_Jy,;100,000=J.x_;iﬁy14)}@y;Qoul}_Ju SAN g 4l 0T Y dine U (100) 28} 3 o Wl o i
Qdall Sl paii €Y 93 90,000 5L 31 OF (1 = P) sty )Y 90 500,000 70,31 0,55 0L P Sl e oz 5 ot
Y33 100,000 Ls 5 50830 #3887 20 5ad o )20 wibal 2l ol g o Lo 28140 0,80 G el ) b o P o oo
D Bt P 0040 5 of o 3 L Bl L g el 2t e bl B U gy 20 e

7 2w gl aail) 085 OF el ped ¢ 5 alall sdiny Y 95 100,000 6,05 a8 g0 oy o LA wilo gl (5 5mm oY1 OIS 1)
ooy 200 ) i Radaan J) g AN pilo OF g a5 3 iy L 5 i) 23 el Anidi = ()Y 52 100,000 ) 4575

U (100) = 0.40U (500) + 0.60U (-90)

:@aau_:dlop\iﬁcU(—90)=0:U(500)=50uh.4uiud

U (100) = 0.40(50) + 0.60(0) = 20
20 (Y35 100,000 5 = b 2as b 2 0F

S kit L 5] b el it e 18T e Ol Olmisll LAy ¢ U (0) 5 U (300) st bSa 23y ot i pldsisly g

S S s A e el ge 1S U (300) o J gt 3 s BB L Wi e Conmned 13 &yl daddly i i e

(1 = P) Jiesty ¢ 335 500,000 b6 B-b 1 35201 i 0l P sl o Jazti 5 utin o ¢ ¥y 300,000 0,8 1%, Jai

Al el o WY b 05 o Rl ) i e P il (5 30e 04 £ 0 Y52 90,000 5L 35720 18 ol

i Of s 3l 0 L sl Tl e ol Bl 3 U gty 2l e Y 55 300,000 Wi 8085 #1320 Gid o ) aital
Ol b ghy 8 k) i 2 ) Ginedd 3 gtes ,Y 5> 300,000 155 s U 2l daidt 0,5 B < P =80

U (300) = 0.80U (500) + 0.20U (-90)

U (300) =40 o sl 0B U(-90) = 0 , U(500) = 50 of v,

U (—90)_J\_~.~g:;,_,fmhﬁj.(sj\..;-\ 5y My aciie B o N bl amidi s O J i S
C(14.3) JSaly i pe po LS 85, 2 wilaay okl 2l U e BG4 Gy 1ead WSe U (500) 5 U(300) 5 U (100) 5
[.UO)=10 oﬁ(l4.3)J§.:u’u_J,,] Sl e sk T e Jpadl WS ¢ ol i U1 Ayl ada plascad B3lel

datigll dlls olaiisul

sia o) of Jad e ot O 1) 23087 U bl azetlazly 048 ¢ 4 Bobh 2aid) 33 25l e p bl s Sz O 5 s,
¢ a_ilt Tomeo 5 5, Thomas Blair -t ésle (sdd Caisll ¢ sl toa 3 gzl 1> S8 ol 30l g - 25 51 5 G
ot 135 ¥ sl ds L1 5 szl a8 2y Lokl anid) A 2bleal 3 00Y1 (3 (5olaB ¥l Gkl clade doly Dbzl g1y
Dy 1 N s ) ool a0 36 Blalr e e cwey ol (14.3) S0 3 s bt o o W) ey § 0 dmll
REEA Y A JE RO T PR E VR ERCE W JCAE BV R L N T Lt B R I Y S PNt

TN IS P4 JULUIE PYH ] INCUERPR LY PRPRU UL P yr
0.60U (-90) + 0.15U (100) + 0.15U (300) + 0.10U (500)

124, ta Lokl b diie JS pf o Telia ¢ ol (i ged 130 50 e JS00 (pfiniia pucad Wil L ¢ Lge 53 (3o 3058 dniiall Al a2 203 Y °

2«_-.&.;_5):1‘:{! ;;A(a"'ﬁxn) ol c{at A7) (ot OX) u_,S'.iul d&?unuh@id&&ﬁf&mﬁexn " C. (IR LY

ALy Ly Cun ) yrihie

* Hosseini. “Decision Analysis.” The utility function in Figure (14.3} is hypothetical, but adequate for present purposes. As noted
above. this ease has been simplified in various ways for pedagogical reasons.

tev



U(100) =20 5 U (-90) = 0 0ol Lo . tanalt oda oo O8LYL O ¢ (14.3) S5 3 ondd gl o o Rt Ba 25t87 13
D A i et el 2eidi OB W T (500) = 50 , U (300) =40 ,

0.60(0) + 0.15(20) + 0.15(40) + 0.10(50) = 14

L

Hlity

50 [~ === = m = = e

L il Utility

function

] R

10f-—---2

1
1
I
I
I
]
1
[}
i
I
]
3
I
1
1

1
|

—-90 0 +100 +300 +500
Profit (thousands of dollars})

Js—f e S 13 Lae AVl 5 i ) 0 ailoay Aealall Zadiall 485 205 3 Amdliall 413 (14.3) Jsi
cAede e pkalaadl Jldall
. |

e 055 ey (14.3) KB b 10 gl ¢ U (0) o Blair 4 2 i 0,85 ¢ 2l is plalh pis I 3 U

A AL B 3 14 G a5 by ¢ 10 R gl 2t 0o i pld e U 3 Y Al L ah s e T e et

it J1 o M ALl o B sendl ot oy OF st ad 10 ¢ and jlt Lganin Gabinn 3} 3880 ad O aeill a 057U
- A Ty el 3 Al pay o Lo R gl

w13 e oY oy 3 Blair 4 2 e 6 Blair West il 3 20 45 Tomco &7 ,2 i o Y1 Aty 3

MR L S R E 0 P WU SR g N L AT T I e W g C P - P B OC U R EC R PR E R

I sl bt ad ¢ OV L L Ll Aol Sl Uy Sy 2l e S SV 3 et M e sk el

Tk e Y e B ST 3 LS iyl e T T ol oy Wil s el ¢ e i 15 iyl

dshalaoll <151 4dlgoll aLLiil
,r.lg.ii 455

ord ) B 58 okttt 2l Al e g0 S8 00 0 25 ey ¢ I 2 ey 8 i O a0 ) o
! i) W Ty JSAT 0 (14.4) JS28 ety s - ey kil o 1A o s L e b

Dot 3 07 00y ¢ Y i b5 il O o e (14.3) S G oy i gl g wlis s (A = 3y BV 0 A
Ry e NN YT IPR U N PrURK T IR SN W ORI pCTNISY PR RPN SUFT N R RO N
A 3 hindy Ls a5 a3 05 ) ol Bt gty LIS il g 3 bl d U] ekt 5 pasy daidl i
6 c,L:J\i»ﬁLc-:ic“);s“wJLe“i:{i‘”“”‘*dL‘@Jh‘:y

* Hosseini, “Decision Analysis.”
oo e Creaty ol ol g 8y el 5485 (1~ P) Jlialy o m e 20 3ind o} P Jldal o (5 9hii 3 jalin (4 K4 °
PUG ) + (1 — 5 bl il (e dadyiall ot dndia a1 (gl U+ (1= Phmy] 5 plalacddl (e Al it poy ) dndia il 13 5 plalacall Cuind
. P)U(JTQ)




Bl ol L sisl i Jans oKy ¢ gl k4155 b o (14.4) JS2 ot (B i3y gy 4 A
P R VU [P e R TP P IR PV IS SPHURY Xy riy QEV NI RCIEN PR RFNEE R W IORAR |
s e gk o8 o,L.a.eJ_‘l..:bl,_m;‘m',;h L)l o (3 gl bl a1 gast egrganly WS 0 a5 b

T3 e 0 P e e

Utillty
Profit
A Risk averter
Utility
Pralit
B Risk lover
Utility
Profit

C Risk neutral

laa o o a0 A sl i 00eke YIS Aaiial g0 225 Aadlall J) g3 0 £1sdl ADU (14.4) S
.Cﬁ_}“&\.ﬁ\e\_}}@.&g@\@_,laﬁjl@i}u|uHWJs5)jau|Qijﬂl
L. ____________________________________________________________________________________________|
N 1 an i el o gl el Jane oSy ¢ i qu.m;sf;..s,édaﬂ:(Cr..;még):.!ult_,;u‘
:c.;)ﬂi:h.a'-ﬂl.\opbl,;@U\)-!ai.hgwloi‘_})ﬂlﬂa;_gf'-TSJL,..U.i.a.é.'ll‘_:;lb_l:i:l._:_gl:._ﬁj

U=a+br (14.3)
4 .é'“ib;yt)ﬂl\lﬁa;__JMW‘JT;JJQ}HJ,-U.(b>0f.5[-3[.o.1§)Obuu(bja)Jx:Ju'chusl‘wH}mi‘;ﬁUC'--;-"

SHUIPT + (1 = Pm) 5 kil (e dad St o Aniie S 13} 5 il 4y Ciaaly ppaall o Joill oSay ¢ Al Ldlalt Y g sa s
o PUCT) + (1 = PYU(m) 5 blaall (e ad giall oy J) Asite a8

§.9q



s Ao A k—:ﬂy} . Sﬁu1r4&jﬁ_llﬂujﬂiwbji&u$l ‘)J"Lﬁf'éit‘s‘rs ;J.Jpl."-.UoU}l..Aﬂtﬁ, O pheany
pol g (14.3) sl dnes o 3wl m ¢ bl

E(U)y=a+ bE(n) (14.4)
S S Y b 1) 3 gt U 8L o b Ja 5 e el il 0T f‘;,-,g. addl ZU,Y o E() o % i i oo E(U) e
R ERUNP I (REFES TR P CLUSH CHWPEH (RPN EPERgTE S AR IS,

old yLad

L_>, - Wisconsin i_¥ » Milwaukee e 3 4y SOY cbal! aanalt o8 20t gl - Cutler-Hammer &7 2 «i 5
w;l_umyﬁfJ@akuzfruum:’fmJ)_.Jl._-._;Lfasj.u;w%h&mrw@)@muw@;up
MW e &m0 dael L RLE Bl d g Wl e ke past ok gl B il e e 3 s iy L ALY oy g )03
e A e U as ) ot Uk ol Catali ) Al
e d et e 18,20 S VG 0.29 Jlasm! sy Sl ¢ s s o5 320 plS A 3l el 3 - e A3
e SEBY L e e ettt e iS 2h Sm 0l 0,71 Jlasty o Y 125,000 e 8l Leo e sl YV e 3B
Cplsa sy el da e J gt e 3820 Sam Y 0.85 Jlant Bla 0,5 g ¢ e H e e puadd e 3620
it b e et Y il e Jpadt e 16,20 S5 0L 015 dlaaly ¢ ¥ 700,000 e, 5,03 Lo s AN
.)\JJ-‘O}-_J«'S.ZSL’)-HCLUE
AN s S W3 (T
¢ a5 o) i of e L O b ¢ bl e Rdine 3 3580 ek, L 13 (o)
H)Gﬁ,uj,ubuzo,myJ#zﬂ;uj)wyxijiﬁigﬂ_.tglg;@}i~€;wnbg,qa{rul@uwﬁ(c)
: C“'J"U a1 ) I o paily ol

wwwww ; ‘ :,,:
0 0.94
830 0.06

PR SN O VP LN N R LB u&laﬂ)\)ﬁlsﬁifﬂjz_lﬁlcrﬁ.lwlicgmuiyﬁ:ﬁlclﬁl.@)
$a Ll S 3 by o 28t oda ol 3 00 5 5 i L el e i 0Ly AN S (@l ol

il y e W (14.4) QS8 D Aniidl g1 o ppan ey gl Las 5 phlacdl Ttae f Gae g L Ui 10 pailn 305y °

BPYLT S RSPV E IO B PR RV HEGUIP T U L R PSS SICR FEUPR PR P S K W SN TR PR P DL E )
#a m $ial Jlial g P osa m iad Jldal o m o5 4 Ghldas el e 7 Jseas QYL 4 a8 (14.4) Ableall das plad

c =g+ b€ Baey . (1-P)
E(U)=Pla+bm)+ (1 -P)la+bm)
=g+ b[Pr+{1-P)m)
=a+ bE(7}
CEmM =P+ (1 - Pymy Zua

£Y .



J=al
H

—§700

oYY SN T Adada

Ce ()

a_xL,L}a;r,ux@;oi;gosgﬁtwsw\;fﬁﬁ)‘J\f}a49,800 iy et odg faall pd a3l B Oy i (1)
e 38 et & mN A8 s Jlast e WS .(mpfc.a,h;?.ui;bﬂja 121,250 — ugy gty ) e 2l @2
cd Al el s o 38l 0.89 St Sils OF a3 0 e A 2D 2 pas

1. Ulvila and R. Brown, “‘Decision Analysis Comes of Age,” Harvard Business Review, reprinted in : aaly dul ol (e s jal ¥
Mansfield, Managerial Economics and Operations Research, 5% ed.

(sl Jolrog y1yLlanoll al5aill)

i S b B b ke (5 g ) B al) 0L g ) b ey 0 IS ey ¢ Lelh onems (1 el (e e 8 bt
pi e 2iS 0 Le olay b a3 S sy Jomes 275 of Lo i 150 AN SIS e S e A B s Y
14.5) I 3 A o 3 oo g gl e bty el e 2l 2030 Jlenm U 2 OIS 135 ¢ o pinan 3 e VY
G ar s B 3 sl el e e Sl ¥l 31 07 J e bl T e N e e plaayl U of W ey

DB 3 Ao B e Lo gy L BT s ikt el eI e 2L Y OF ) s




. |
Probabliity ,30 F

.20 L

A0 ’
3

-2 0 1 2

Profit (millions of dollars)

Probablity 30
.20 L

A0

| 1 |
-2 -1 0 1 2 3 4 5
B Profit (millions of doliara)

¥l a5l g el guaall A jlait Z.Jl.-.‘!,éct.,.ﬂ el g j5dll (14.5) Jsa
B sl 8 dam gall Gt eSS cail e e A pu il B

g e sl oz il STl b o0 g bl e a8 (g lalt L3AYE sl ) s L e
st e - 1385 ¢ [ (14.2) Uobehh oty ] E(7) g 2 50 sl oy B S0 s onlt 31,291 ey 1 sy
s b AN fh JLLLF—] - A gl Al uLﬂ-%aUl}‘Jiyhﬂ&JﬁnU u_.;,&lcuﬂm Sl s (S g IS
Do et 058 il ek 2 (P) 3 Jaiml 3 i e o A S o s e [ - E()
N
o’ =) [7, - E(m)'P,
=1

LSl AV e had Gl ¢ Rl b a B padk G

a:\/Z[:r, -E(mIP, (14.5)

b a1 fnat R ol 3 VU iz I8 1807 0F U Y ol S 2 ot el i ¢ Lyl e il
s 0T 0.4 005 Sty ¢ ¥ g O o8y 37,200 e g LoV tie 0L 0.3 Jlasst sy ¢ 3572 i ol i
035 Cadey Y30 Dk 0.6 U, 3l 120 48T ) lese W e o8 3L 0.3 Jlasd J1BLYL ¢ Y 0 0ke 0.2 #0Y

D kWA el eyl
E(m)=1(0.3) + 0.2(0.4) + (~0.6)(0.3)=0.2

eiall l3a 8 Laddla o} SO paally . Latls JuadS G 4 V) ¢ b phaliall bl dalgl <l po¥) aal (g lanall Gl (a8 (e a1 Ao 1
Toae G W« Aoy Ay )i aad bgiddliag Ll A il y bl o e a1 ey o daud jall Gl 5e 00 Japdll (pe S0 i a6 4gdy Ly
C i O ld L paslae] oo el b oulladl e TS

13



s am gl DAY 0SS (14.5) Totadt Je pluy . Y0 0404 0.2
o =J(1-02)(03) + (02— 02)*(04) + (~0.6 - 0.2’

=+v0384 =062

Y 0,k 0.62

Lt o 1 ol gk (g ondl 3LV ST 1 3 bl e ¢ L1 St e s I3 087 LS (g Juall I1EY1 51 LSy
Ly :_au_uk-,g;\a,‘.ﬁuu:oi@am\w‘JYJ;%LO.&J:JJUYJJ Opels 2 pn O M gt plladh Ma 3 jlazzaV) o8
i gl Rty 4 N e A 6 yd s OF gat ¢ A 35T 0 i

e gl g 2 Bl Ol e o 0 500 8 bloal) RS o5 a3 AYI iy g y5 bakind ¢ LIS g
La T3l A el LAY e 3 158 15 w5 0 il b ¢ DYl ol o el L 35 0 Ry e
loat Dy pall B gay 6 ol B L ahey e WD Wil O arlpaly S W) G olemY! g sl e
oY
V:L
E(m)
231 510062 £ 0.2 4 dilmadi 24N s dze oY falae 050 ¢ O M e pladt il 3 Y U

(14.6)

dshlioll a3 g0 oaadtig g

S G padlh gzlie o) e U8 g pte gty OF o ¢ Y1 el 3 223U & Lo 5 sl gﬁuﬁl\.f_-aﬂlgbyd@
DU e ¢ Ul p g 187 adindl 2N A e oA 3 Gl o)
"o
V—;(lﬂ.), (14.7)

et i gh P gy e il O (7 gy ) £ AW 33 Ul e e R ek O ey ¥ B0 6 e 0Y,
08 bl Sl o (14.7) Aol 51 1 el o 08 LSS E(7) sl b ) 2,91 plaracl B ali il

Slemdt il & B b M g gay ¢ g A i gt e U et 35S g o sl 8N Rl L s
‘_»JJ.ia___-,_i;_C\_J,Ji;,g,w_,_.x,.yﬁg}uﬁaﬂwwmgjuz_.\;@ul)szmﬁbgiu){nup,_L.A.a_ul;ug";uju
ot A R sl IS e e e ¢ e L A gt plladh e 3 LNy pLl e (g g 8 blsy ¢ Y 90 100,000
T i 0,55 Lnkze ol m Lny . (SY g0 200,000y 3l 2L e Yot (14.7) Dokl 3 7 5 Y52 100,000
J— )1ﬁldugJ&x“‘m,:hcpﬂu&.),:t@ﬁm@agwwnswhS}Mbw)lﬁueuaﬁ‘uﬂlcuﬁ\w
bl U 8Ty g ) e S (gt T 3 Tl 05 L ¢ el

ke o S o it (14.6) JSK 3 ikl p i n el g Slimin Jaw LSl ¢ 1Al bt Aol dadidi Wiy Glaza Yl
S Ao o a0 873 Gl Ol mo g (14.6) S5 O« HiSGay L 5a8T 4l pb il e s gadt Bl gl Gpdh ol
¢l o kg 3.1 e 05 e Jalaey Y 55 200,000 2 ! by A 8 By Y55 100,000 e, sk 24 o
Skl ad s Of Lam %5 ¢ put N ol 6 8 el el s o S ey L ST b A e Y A ) i 1S
St p55 S ey L (b e STV g — BY1 a0 iy a0 SO sy ¢ et g el B 31 AN 3 s
.i.-l.—gfd-(‘)i\h;;g._{!!UJ.:)}SSW\:JL_.‘QIJML-I....'I.:;Miaij!cgl)ld_a.&hgb)i_)l

8y



Risk

Indifference curve {for
certainty of $100,000)

100 200 Expected profil
{thousands of dollars)

VLl o el pw 2a ol Gidy B lldall 5 daB glall 7l Bl Galdd) o) sl dada (14.6) J8&
e Jy——eanll 5 jlaliey Y 53 100,000 W 38 5385 7Ll Gn el a1 of gl - 8kl 5 dad il 1Y)
.31 b_).ﬁl..l)&;'ld&l.ﬂ.ﬂdj:@"_)Y_jdzoo,ooou_)_‘é:uj_,lacb_)i

il Jiys e J ekt Lty el n ol @ ¢ oo 80 0 sl el limin e Syt e Y ¢ danll 1 ey

L O B 3 ped ol ) e OIS Wy ¢ el st V) Ol Y O ) OIS 1y sl gl Solioie Lyl i

Jm ity it Jﬁ\’ﬂ&l.__-o-idﬂ-lf.r.pr'.},b_ Lolh ol glal) e s gt )JGJ;J)..QM‘,&_L&SWJ.JJQLALJM 1A

g Siomin ol 231 05 L1 ) ot 3 s 195 0 pnly o gl n 545 D713 L 13 SEY [l sl

A 0 G ¢ gy e A bay Rl o ol g B e W e b and U o S B3l

e 9 G gla o B e pet o Alaliall 13 5 LS” 2k il B DUl o g Oy L Y 3 Bl e 2l Ll O
o i e B line o e

dyhalioll jaygnsil ouasll Sillane ol sdcicul

M iy 3] = il Julns szl gag ¢ (14.7) Al e 1 il 5 3k a3 bolsall ) o} el p S8 T o plol s
el B . 3, bladl Sl wlliail ca bl g b e = it e e Gl e A0 3 0500 gl ole ol g ale - ol
i e Oy ¢ 5l a6 Bl y Tl Ll 3k ) g e B L sl pdt i el e (14.7) S O
C oyt oy e TSy L s Jte i1 LST 8 Rl e el i e iy Of el e Gl e ae e ) s
Daie Tl Ly il e 8% 0,05 ey OF Laxy 3 ble 4 e 6 glan ¥ ity e g de e i et 1 O
o7 0l 8y il e LS ¢ 5 bl B it ST W 2oME g L 2% 0,08 i g Wile Juams o O ezt y (0= 2)3 blaly
. i A s,budt;gapﬁf;ujffj;{fu}ilcgﬂmu

o D L g 5 blalt el Lt e s alh lall Jueey 3 bl O s ezt e bl el idae 3 a0 Ll
iy 3 B el ) e e 8% e Jdee aid e 136 (14.7) S8 3l SLall ol OS7 i3 6 sl
a2 BLEY) Bl Jime pa ey« =2 B G bl s o e a (12% — 8% 1) « 4% 0,08 5 bz J sy
6l A ad A% e 5 b Sy e i s e b L 6 bl et L s e 3 et e sy e
o ARUU I ISPV RS

vy



F:tze;ted Indifference curve

return (for riskless rate of

ipercent} return of 8 percent)
42 b e

Risk
premium

0 - R

1 2 Rish ()
e el pw 2 e el 1aa ey SJhl.’uil‘géﬁdl Al Jaras Galddl o) guadl  Hadae (14.7) JS
o ad gl Slall ditide s e (g gkl 5 Al iy 8% b 085 kil (e gl dle Jaes
L
a)ij_!\w\—sw[..:i:l\cb)f.h,.bu&&gdp\ﬂcJL::«YHKE,A-\SI\:L&MWUJ&J}Q L1 0 lalh bt Jaws 087U
P (14.7) Uolaadd Baalt sl a1 ¢ il Jutns bitay &l g ¢ 3 bladl Dl e Jazzy 2ot (14.7) Dbl

H

T
PV=§(1+’r). (14.8)
B ladt Ja 8 bladt e U et NY e W e JS7 ol e Jutall e OFy 05 AL ey gedll el Jias 2 Pl
Dy OZ 2 g g gl e 8 blali GOl Cadey L LVl el (g phay (5 bt w8 ey el achlis) o plladd
e el Jtas gy 8% o ke gy (14.7) JS0 3 o St il Bl 3 12% go 5 bl oyl bt Jibes 05
Sl Oy 4% F (6 b e QU1 LY

il laoll ool

Lty ot 5 OF 03] 3,5 M ¢ Y gl o e 3l bl AL OIS Wy ¢ Ala Sl L dad Al )13 0 g 0y pll 07U
i S S 0 gy o il el o i A e e plsnnad ST LYy L ST Gl s 0 gl
N e UL R C (R IV JUNPVR JOPRTNERy SRV S PN N PR L L C g N K P
N PR e AR PR P PE R SV PR E L PR TSR EUE VI U g PP VAee
el 3 e gl ) pgrellazal COST Ol o et gt e BIST e ST b 38T (g e B 0 aY Wiy By Gl B pald
C(14.8) UK g oot oY1 pay ¢ utpall sda o 57 5l Jlaiot a5 081 (320 i
DA S S iy eSS g (S iy Sl e Aty K8 ¢ R Y1 e 0 i
il By st el 3 W) e el 0l Jias 548 ¢ ¢ (14.8) JS 3 LS laaml Sl g5 el 0din e IS
ST Yo, S5 V52 B g el 1l el i) 8 S )Y 93 O gike 2 el e S0 OF Lo 0 1305 L (U
db) =5 e i ad Vo 15 5 ¢ gl oz plal G il G ol ¥ g0 0 gk 200 5 ¢l B anS Oy 5 g i
Mt 3 Y1 o el L) Jtas st a5 ¢ 681 o ki on e GBS 5 ¢ Byl 3 gl Rk 15%

L duddk! c‘..all

tyo



Probabllity Probability

Dollars Dollars per pound
A Costof Plant B Plant's operating costs
Probability Probability
Years Dollars
€ Plant's useful life D Size of market
Probability Probabllity
Dollars per pound Percent
E Price of product F Share of market

;aaal) aduaal) (A L) 0o sl aflall fasaall Jal gall * Aflatal) Gilay gl (14.8) Js
c S AY 555 e dall Jane luad Allaia ¥t Clag 5 5l gl e A pde Aadd UL el a5y

J.|3_)a:\_.unl1'r_);|__.i_'u]|a;u __)Ul:‘-'ﬁus.q,.M|PQMQH=Y$QWJJ31AM&EL;§J£(145) M‘#w}hhu&uﬁ:‘
‘M‘q_l)ﬁ‘;_;h ;Lua.d:.m

£V e W Juan 348 gt il o gl ool g 36 gt S Jglin 2« 5 2N GBS el YL, Sag

13 g 1080y ¢ St ¥E e Al e ot T genaSH gy ¢ o 0n o A a5 5 agy L kg 3D R0 A5yt

e 3l o 0,55 of S s ¢ (14.9) JSKadl 3 LS ¢ s e sl oY ua duold) 21 S il e a7 S

Ut 0 G iy ) piall el Lo (5 ghas 3 g 3 bkl ¢ 1Y by et 236 e et pny e mdsls 3 ¢ o el

(S il J) BLaYL ) aslismat (SEST 03 bl o8 AU (I e 5T ) (5 lall 2V Jams sl oSa o )
.biw)wafwncswuwg

N L L U i U R SVPERVR N VR LAE RS BRSPS

Oof aip OKa tadt e 0085 ¢ Rt el YU 2nle (14.8) JK 3 650 ez ¥ g gl 0F 2 L 136 e 7530aS0) 205 oy

Lal \',__.fz._i,a%'* Wz Vi ey el s S g e J gl 07Uy L s (14.9) Sl 385 1y Lede 35 2l atled 0,5

el ol il aa e o gl el 3 R = e AR e Vg = ST s e e e el ] on 6l U ¢ IS

. L__-A,t-'

iy



Frequency

. Rate of return
Lay Agdall & luaall ua UL e daallll ailall N ara bl ¢ A AN a3l (14.9) Jsa
. G e 838 0 ) ST

a_gulawﬁ_\.s.ﬂiczﬁﬂw‘_,@”@#Lgulh}:ﬁq)l.,bqﬂucLtjuuaﬂ&hgf'\'lgﬁ;‘lgu‘ﬂy)
4—5;4’“né;-'-‘-Uﬁ‘jldjjwrﬂﬂbuwrywdg—iﬁ(uﬁﬁ;}éﬂ'JJ&'JC-AUWEW)e-‘-*-Jl"-.J‘-*-._,P‘;*"J‘u&*
3) e 53 S el Sase £ (14.8) JSal 3 50 s 3 s Bllenm ) 30 G2 1) pgd s e S 03
;;--“J—"f”i‘u r)JPL@J.DJME|GJLﬂ|Jif},r_@JI R L U PV U RV Wy E T RN P W g pr PR
ket A e (gt Y0 s Ty 50 el Bt 3 BRSNS Rl e 0 WS k0

yigazohall deLin 09 JlQlaoll coallai olad il

Lo J S5 o denty S p 5 2l 0Ty el ey e 3l eE eSO et (6 S0 S e 23 1990 e
G S gl ol e O LS Lo ) S o n}u Ll Y e ¢l e e O bl STy e
¢ Jrillny 1ol Lo 1 S5 e iy OIS U g5 L L e gy e 4 Bltl ball GO 3] g gl e sl g e 5 U BIRY
5J1=L_;a,.;yt‘g‘,h;_@rwmotb}.; Slar 0087 LISy A lndt llanlt s Loe J pSUG g5 ol i i) ) ey O
DY el e il

rIJ.u:..:..-Lg;.&}J.hﬁ;jBJEL:-'..Ul__..;ii.__ilfiil.:&ﬂ.yl,l,lj-Qbirlﬁhlélwfﬂ'g@wjriﬂwﬁ;g 4 jiaelty
Sdes Dy oy o 38T 2N 5 ) (5 Ql{ﬂ'ﬁ()iyi.LNJEJ;.;.Q')‘;L,‘KJ.-JJJ.-JJMQ@JA‘%JIZ{}L”#M)L\T--;JL-#‘\]‘D-LA
e sl e B iy Y el Al L Bl e S

b UL SN . CPRCT R W NN Sl pdaTy ey L ST A5 UL BT Al )5 sl AN s Wik ¢ ke
LSS Lty 56 LSy ¢ el B g b e e e Dlagye B Sl ST G S ey ey
RPRCY VNS BT I P S RNt I Cpﬂp PV R RPN W F LY SR L CUE N RS Dla o i e Ay
P sty o e g g i 80 cadt Jaal g S o) ¢ ol Al el @ W 058 e i s 28l

iy



J—,&.’;K;JIQJU\SELJEJL.J‘-Lﬁﬂﬁffjwlﬂw‘j}%’lf'}}:_ﬂiffﬂﬂiiﬁﬁb-‘_;;dic..ml'icc.ﬂ;ﬂldlx.\}&:b;
L Vi s & ST & Shondaally B gl ST LY ik sl e Skt A e e S ey L gl g g 2l
e S P
i sda pr 4ty 56 jlondlh J e 3 el Sadesdi )71 5 a8 LY ASK 7,2 ans, Sandy Kurtzig U,
Ao 2 ol Hawail o 3 als 57 od ¢ o2 5 SV 8lifis 0y ¢ il Lol fﬁ—al)wyuyfswﬂrmgn

¥ MLl L u . s

Frequency ]

Second project

—I—I First project

[ — | |

0 Discounted profit

* 8. Kurtzig, with T. Parker, CEO: Building a 3400 Million Company from the Ground Up (New York: Norton 1991).

yilall dial

EJ_;a_.al;-l.la_AJ.Ulc,lJ)a;{quJ_,.aS'lwuﬁ;Jiga)iwaﬂhuuwy&.Jam,‘_}Qu’,:J\J,-..uL-l'ﬁ:{
35l d e g S Blelae poy e (B8 o p s W dl g e Y M o e - ( SS Kuniang
i b A lelae S3HST Y SUISTy L W,E 3 O0pd e b e Jpadt n 18 el s Y el A Tadoie (Bt O
ol ol i b T i ol e e (et Loy Al ok Pl AV i U STLE Dby ¢ b1 BY!
g st s s 3 Sl Sy L bl g Sy B 05 e b e Wt Jlarsly fag 5 s )8 el A 0L L oL
i A LS g ads e et 3y 3] 2RSS lalt B Oyt oAY ¢ O gl ke i3S Al e ST e
ulsp',J._Jl.(:hzmunjs.a.lnmjw\;m&,cﬂuﬁ‘lﬁlmwa,@;\rﬁwﬁ;&i\au#\v_a;,gu,Lg._.L;J,.a.Jt
;nI;u);i.ﬂf;ﬁl}u;ﬁm.gu)tm'clﬂ_jfgjrﬁ;i:.,.;du Wimas o Y10 0 gineg ol 2l 5 bl e 0 3 1) o
¢

Lu_isc.).,J\;@unbywjyuzatéij@my;)J&,_;,.J‘da})lhl:jgumﬁu}.uy.quﬁc@g 154
AT OF et e 0480 Dy ¢ il el a0 e ST L 13 il 2y s ) VY A 8 stV e 2 2
uu-tai}_!ﬁﬂic@&.gljﬁlyaffﬁ;‘:&JSB_..,..-UL;J};‘J!UJJISD.wu;ffuf)y‘;‘f:&&{_af&g.giju
;w‘é_a%xd,up‘fjﬁlw@raﬁut.djl_q&w;uwwl')rﬂ-}.as,uu_gl_,,wxu&.:!f,'www;u;e#uﬁ
J_-a)-;_DQu.LEJJJSTJaJ'\’lWL,EJaﬁA.EJuﬁqf#:;_;‘._}cMU)YTLIC..L;U:JlJl;L;FJ_QlJL\}{f\.}@
VI mdal ed ¢ ol o0 pai 3 4 3] UL Y Aeled Rl feall il il o 0,85 0T ST ot p ki ay ¢ pl
R AR I W ER T




cu.;:js___.uuujs@u;w@umim;wwﬁ,;yIOJ),-;J;;,-JM“"

oAl o O 4B U2l 0l G STy L (14.2) J gl pd il o g o 1 il 1) 87 2 ade oy OF o s
Lty e ol daadi sl Ll 3 ~lndi s Reynolds 5875 oS iy ¢ o, Y1 anlad Rl Le gl e bl cllandt 3872 J7 s O
S N 32,000 2 2,31 dndail Gdid) Al 0550 b g ¢ B pr 0t DU A0 ) s e e OIS BYLE LY 52 34,000

Ce e ST mis 6 Reynolds 1872 0,50 of Jlst g b g2

SR o el LaY e il

|
- Oaall S5 10 =) M) te Aad i3 (14.2) Jis

PN s | A | N as |
$ 34,000 Reynolds $ 30,000 Alocoa
31,000 National 32,000 Allegheny Ludlum
32,000 Precision 31,000 Brush Weliman
33,000 Weirton 32,000 Carpenter
32,000 Zemix 33,000 Intermet
32,000 J Sl

wlgnﬁw,.yagwﬁmgl;\,.ra,-._uaﬂljuugL,ff__»(s.Lsééﬁr(;_lﬂ..;?m;w\u#,&y;o%
e YT Ay M A e el el Dol 2 Dl A ¢ U R s g g ey Gl ey SUALy L2 Y el ded)
‘_A_;.JJUL--gLAT;JK,.."J\LL&B}{:'-JAJ“A}CSJW@#I&;cff)”m&;._.ﬁl_j._j}-\u#%JJ&SM‘Q\‘ML&C«QUYJJI

12

il mzad e ST i 055 A

Maximin dacld Jadba

Oy (BSTpe o il 0 3 eSS 5 bl O S iy L sl oy bl e e badll bis )yl Lrlzal il 40
.i,;‘___u')o&@ﬁtﬂb,uﬂ@y@oﬁgugjwbifﬂa.;p_s,L_:JmL.i,ﬁwiujibjﬂwj_(ﬂuibl
Fl e Gy Al 3 LR aile aeled Gl ety e e g 40 gakt Al 3 Y B Gl Gkl slale pld e 2 ey
e ey e g g Bl ety S i i 1 el RS st e e T 0T Y10 L2l e o B 3
RV -V JUPYR WS P v NG TRV B VP N U PPy PSP SRRV SV T R I S o WP S CT FOVIP R SR PP
1 maximin
s i D gl ot o i U 3 i Se i el Tl e U330 A o e ey ¢ Al o il
Jones i —= o toumdl bapalt ey W RSe 5,y il 3 it Gl U5 £ 2 s L et W5 e 3 Wil e
LT O B U S e Y W i i ol 130 L Lty Dot 115 S0 e U Y O ¢ ot o ) delial
Y phy il (b w e al O S Akl 3 el b ST 5] L pa 3800 ke 300 U Ay b gl
Vo 3y Tl Y Blans Jiy s B 3 0l 2018 Je 367,20 0 (14.3) gl gy o K 3820 241 el ol ot
B kL =S FECP PRCIE S PO R E I RV PRINPRER RUSNCE SIS S EUC N RO P RO P R

""'E. Capen, R. Clapp, and W. Campbell, “Competitive Bidding in High-Risk Situations,” Journal of Petroleum Technology (June
1971); see also R. Thaler, The Winner's Curse (New York: The Free Press, 1992).

£ 8 it ghy im0 Al Zaill o e Sl 5y ) Al e elanll g s O i 5 pal gan] el nes ol o 5

o gt pal Jlaall ay ¥ Zoma 3daill a6 08 da o e B3I ol ) Y] i dad

o plaaiu) adld lawl Lea minimax s maximin osewd! e A8 o sl ¢ minimax 5026wl saclill o2 B i Lassle

(AR



525 Y O Y Wl i af,ﬂt;gruuuqopfﬁij.ﬁﬁ 3y 20 W5 Loy 1 357,200 38 3 pnd sy il adhcll
.;JL——"'-JiL‘:.J
L ]

ol pdall 35 ate g 3ol Al A ¢ Jones A5 ( id gl ) puo (14.3) Jaa

$ 20,000,000 $ -5,000,000 G Yl Uilias s 387,20 ol
0 0 Y Ulae iy 387200l pie

e Vol Le ¢ Ll el ot ot W1 T gl i gl wimny 3 5o « mAXIMIn 3420 b Jones &2 »U8 3 3,
Oy 50,5 )l 8,20 ST g i Tl 0, ¢ el 3 W 3y . e pae 5 RS Y1 Ui L) s 01 Y
N g S P N @ Ty ECCU YR ENER U JUCRNE P TR U H R PR VSIS [ 1 SV S PR TN
g a8 A YD Ul i 005 Y s maXimin sl 387 20 Gt Vs 3wl g b gay ¢ A GV LSS i U
D W gt el e Ll el e Bl 3t Tyl 007 412l 3 ol e

eyt o g UL cJones Wkl gl 30 gk el Ol S it Yl a2 Sob b L
MaxXimin dasl—i e oS00 2ot b ¢ &5 ol e Gw Lo 287 et ¥ ot Aslenn W1y oty st ol all o 57
i plaz iy Lol ¥y il Lt el Ol sl glaw,ﬁgt;%ufjwkﬁy‘fﬁnéa;ga_wuqmpu)u;u
.l.g;w;usj_:u.immq;quug;w;.g&nc:wuiybgdum%u‘}};ww&ﬁﬁdﬂ.‘ujcuuuL-:

ek By b B3 Rl oAl S sustnl) MAXimin sael DY aslyidll o8 sde Slasinl & A3y s
o SH b ey L b gh i b ] Sl ks ot b Gty L ey colasall ke ot 5 Lgm 17 Y 40y 1YL i
gl-ad._.bf:;gillJ}*Lg._lﬁul.«::-ﬁg!dfwigaﬁtyg,ubﬁ;gmuypgs,lau.im.,lg,ﬂ.asl,.&;:g}agugjfyjum
)J_-;l\yofﬂh{.,]&dpfytciijg_jj.&Uﬁﬁrﬂlgjljllc:t@fbﬁ.‘.gwmﬁ_u:)ﬁx.iyu.xhj\jdw,JlJ_EJl
PR PRI R Colt Vo= VU dnle U gty ol (i3 il WIS 0 S alas 3 gl Gl Al el gl oy s

C A B 6 ey

W. Baumol. Economic Theory and Operations Analysis, and M. Shubik, “A Note on Decision-Making : aal ) « 3o sl 23 3Bl [ H
under Uncertainty,” in Mansfield, Manageriai Economics and Operations Research, 3ed

Ly



ytise a1yl Juadlly s 59 lowt 3290

skl A 3 G G L e udip iy Jlet 0 -]

Y A e Lt I 080 0T e ¢ s Bde Gy e oy 13 S Glas ASCEL (b B Y e bt 3 G s 0 -2
£l b dh Aol el o B b a3 ek Sl 8 plasd Sy ¢ OVl 0 i3 s e i e
. Kansas ¥y & kil s g i oyt )iy Jy 0 Tomeo &0 Jue aoile Lo 23y L aad 2

ol E S bl e Jpadl 3 A sl #UE e 2l 2L Y13 B0 e p QST e laald i ld il -3
Sl andad Mazen 3wl 058 b gl pa liay L (e b el 5 e puad e oS e p ) il B 1
TS Dl ) e ) 2l Ol (3 el o Rallt LY ot ey i L el i e

S Ly P R oy I SC R (PSP UN C R TSR P T O T e A o e Lo 4
RPEWIERE AR NPT FRIEPIR I S S PRV S PR (AP JPRCNVOTR T PYIPI I Y JUNPRR IR V9

B A o o Bt 1 wile e b a2 Jary ¢ Wi W ey ol ek il M aaidl oy s ¢ il A sLY s -5
U‘,JMP,\QC@Q'QQU‘NlV‘dﬁ{%uyww&}ﬁisxmjc@U;MUU‘@‘LSJ*E
.Jﬂdwulﬂ.mﬂnubu@u&c_ay,u;fgnf,y‘nm);;).

b S LY A 3 el da b Y] e b (14.3) Belalt 3 2 i LY Sl e Yy A i plasat 0] -6
L85 g gl il Calod B g B ol LY (1N b R il dlly e it ol ) ol gt ol LY pois O

It )yl limin Uil o8 OF ey ¢ S Jealy ¢ pathl SV as Jap Ay il 2308 (35 Bl 21,0y ¢ 2 AR b Sle =T
3 blaedt Sy i S o ol gl ol plasaiyy 1A wlas Al Gkl Wl e it gty ¢ 3ol a8l Al Jue
Sy O ) el

;,_pﬁ.llgwa{,;yf@ut}_;}.M%@a,ﬁ:gajy‘w&;@uwy@”s:;u‘otf,uwdumuim—s
a____-,d“gm.'uajLu,.;_luaea,&1@hﬁﬁasfjwl;w1&3@jply=;njil_;;cbmtwa._.je;ws*,wuﬁapj
RV

Ln by ) ookt e OF A0 il o i 6« MaXimiin st Gy . 6¥last p08 (S0 Y st b i pn o Ll pme -9
b # o Y i Ly Bell ok 5 gy . 1 i et e Ty g e Sl e (A8 e g Bt
gy dor gy OHSEL e i e R8LEL LA e bl

AR



Jaslosi

U Rl 0,55 01 e ezt pilo gl e 57 e Gaigsy L Y X e 3 kel af Martin 188 i, 51 (1)

DA g 3 p g ga S B )5 o Sl N L

| N N . & ——(
B N o B R S I R VEP IR oz
0.1 $ 12 million A 0.2 $ 20 million |
0.3 9 million B 0.3 8 million 2
0.1 16 million C 0.4 10 million 3
0.5 11 million D 0.1 3 million 4

8 X s 2yl Rlubd dudly ¢ MY ey ¢ g ALl 1 EYT e 15 ed o e (T

Y et and el Qi Aty ¢ O Y1 frbaay ¢ g lalt DAY ST S e L (o)

o e oy W s e T ()

© o Martin &7 2 anidi dis w3 ( 5)

U=10+5P -0.01P*

?g;iffﬂli___ﬁ)&pwggﬂ\)i‘ia\'\fhu:&_JUJL_:EJlghP}tE.ui.'.ld,‘;eD’(‘_,..,:—
e i 3 173 L oLy 1R St S el wlas a8 al Ll William J. Bryan e oo (2)

oY STy e U s 3 Ly bl ity gl Al e oad gt pLll W) OLGYE S 28 et DY)

3ol oS b G L) s e OIS A 10 ¢ JUS1 e 3 ae Wl 6 el O iy 38,2 3 AL (s 4

Rate of
return
{percent)

18

12

Risk { &)

sl » o e el o aiall el e plg S Bt Jay e bd 3 g5l NI L () 5 okt i 83 ( 1y
€5 sl

05 bl s Lo sy ¥ sl Wl Jaas yo (o)

?E,buuﬂsiliklr_ﬂa-tkj.wfu(c)

?w;ﬁgﬁla.ﬁw\Jm)ﬁL«LJL;:..‘:’H.QJ‘;I,.E;_UC,JU@U-\LQMHJL_A(;)

LYy



D i e g i) gl e 1 0 Lk ¢ St e i et L g Zodiiae 2 07151 (3)

Al Zodiac 15 5 ke Jininy e L S bl 5] ol L3 2YU a0 (sl Rl Bt slell il e sy

S - sl JL_LJ&?WHJAJLDJILMM1&J$CU;JL;>IWﬁm@luwﬁllﬁ‘gﬁybﬂi
T DU gkl Sl UL e il el g 214 e 2 s

] e 3,55 (gl o g 3 2 s
J=dl e e ol by pLE
7§ 8 million $ 50 miltion LS i £ 5 iy Zodiag 3 2 113
0 0 Lo Wl o i ¢ i Sy ZodHAC 3575 43 pos

T & e PRI UL s Sy P maximin sus6 ¢ b 27,80 w0 - 3¢ y
! maximin ssb wpe L (W)
£ 150, Yl i € 283 U Rt e S b ¢ 3 Bl UL L el ( )

M S e B O Y O | e 8 20 & e ot i 0 el s aoeans p35 ) Electro 7 2 was 3y (4)
s (5Ll DAY 08y 0 100,000 52 by Loy 35720 235 B 5 VY s 2l Redll 3Ty ¢ Y 93 20 g e
- 10,000 42 4 e delld P gy
?S,;Ugyw@‘umji\@\fuﬁ)
as il syl g Ul AN e b ()
§as il gt Al YN s e L (1

e le o Raid) OF L 3113, 5 bl 0 ¥ 2 &t ek — Wall Street 4,5 \# 4~f - Richard Miller ois” 134 (5)
ot L ¢ s 2ol L O35 1 2 N 200,000 e ile 28 aaidi 013 0 2 Y 5 100,000 lu L Richard
JUEIVERELE Y
Y5 400,000 A ( Ty
¢ ¥ 40,000 (o
¢ ¥ 20,000 ¢ £

WY 7500 e i m § e a8 e el o WU W 3l ) WY1 OT 2 s et e - 0 (6)
3 st it Y 50% i gy 532 5,000 Lo s 7 T2 ik 0F 50% G Lad ol 1 oiflenst e 5 a8 e
10.000 Lo s e f e 3820 Jpem &0 b S w5 gty o801 00 ol 875 W3S Y55 10,000 1,5 £ f
Fit 5Y 50% i bagsUs - N5 7,500 e s A4 187l ik 08 50% s Lkl bt e gyas s bisa . Y0
oV 12,500 e s 24 T i 20
Cedi i Al aaddi Al e B Gl e 3 ()
§ 7l e iy $ L ke Tl plal (g wl T bl i g sl g e i e DT e ()

g el A A 3 L AT ) ey ¢ el £ Y 5 ke 32 2 5yl Qahu 2 a2 (7)
HeB O A 3y VLA L aedl S e 1) gy 0 800 el 33520 e 36 50250 Sl
¥ 400,000 1,58 5 s w s um i pte W 3 LY 95 500,000 L s b3l 522 Dy
- 0ahu 382 Lm0 Sl e peld D135 mt 080 W5 (T
(P32 o STamp ) €A, 2l ()

LYy



Cuy2 e STamy oy ColaYias e o b (g
il R eyl R 3 30 0 T 5 Oh 2 S 05 s pased ()
OVl el a2 o1 008 0f Qahu 72 Je g b6
S o 38 i ] il Lt e ool 387 s 0y 135680 Oahu 352 i O 3 ()
Y33 100,000 0 45 ey Jutos 20 padt SN G} J]387 20 0 e 238GY 0.2 Jlazt Slgh DY LU b odab £ 3]
- 5Y 32 400,000 i 5 s aSan Ui s =15 4 S e Ses sl
C A o el sde 55 (i)
€5l 7,20 Oahu o 2 Wl 3 Lo il $9 3 S S o (i)
T ptdt 5 Sz o 48 e ()
et el e IS g W 3300 Lele e o aJW Al s L (V)
Sl s s 3ol el L Baudd Oy s oy b 3 Oahu 8872 S B @l 5,4 o Lede las o it pisieai ()
$Y ol el 18 2 512 ey Jo ¢l e glall
S sf s AN T B el 2 S a2 i Sl et st il 3 b e il U e B ()
O R
O ST 13 3 o O S gl Uahd e g b (5 5 A g Bay 0 By B0 B G ()
€Sl 135 ] o OF (S ol Tt ooy Lo () 000 3 30,00y s b 3 (i)
it S ey 11 100,000 2y (K81 sl o8, s it St NASA 185,491 eliadli 3051 867y 0,5 (8)
25 067 s ¢ e e S BU) DLy 13 S oG e sl B 3. 0.01 10,02 3 0, b L nakh
ko g O g2 by 35 gl Sl ) g g
e U ol el sae sl i e 0) Loy s 13U ) East Chester Tribune iises s U5 (9)
b Jlaiml 3 gy 3 i ety ¢ b el Ukt YD i O 0.6 0,05 Jlaast 3y (3 2 izns g ST
Lap s s by ¢ o U 3 Y50 100,000 a5 7 oo 2001 04 e . 386 st 0,50 0L 0.4
et e 3 Y s 80,000
S dyl e s O ity Al sde B SK ol me WY sl y ¢ UKl 0de e 31y ol 1 G ySa b ()
(] et Uy ey
el ST e DY YTy ATy B ade DB E b 350 e e 32 IS AU s ()
opl 2 b B L ity a1 Jlel Lt ST 13 L Ol a1 S e iy ol el e L% Roy Lamb xxez (10)
O Lamb o iy tie L oy b Slhee 3 4k e Jilm o o UL 58 elgst B 10 1A 03U 5,y i Lude ¢ Laly
b Y ke Ty 2 e Jpeadt a3 s < i e o) e W 3y 55 200,000 als e ik 2SS
cade ey g pde W B B Jo ek
- Lamb adl 3 o poacl) b 805 s oLl o5 (T
Gy ¥ pl o €53l b glall e a3 Y ol ekt @l Lamb ol e 087 150 L agad S e ()
Oy Y ol €8 pdl Sl e s 3 Y et pL8 Lamb i de 06705 b wad Se b (2 )
€Uy ©Y ol ikt Ll e s L ¢ 5 blall Ge Lamb 4 of i 5t 13y ()
?15&}?‘)’(“}&}\{‘:@!%&%&#:EJLU-.LJI;UEFJQLSIAETUJJZ:!VI':LL;;(_A)

iyt





