
 
 
Decision Analysis: Tutorial Solutions  
 

Decision Analysis Exercises Solutions    p.1 

 
Question 1: Battery manufacturing problem. 

Optimal expected total return = 4.8 
Optimal policy: 
   Carry out the research 
    If it is completely successful, manufacture the battery 
    If it is partially successful, do not manufacture the battery 

 
 
Question 2: Wage negotiation problem. 

Minimum expected total cost = 10.62 
Optimal policy: 
   Make an intermediate offer 

 
 
Question 3: Car manufacturing problem. 

(a) Optimal expected total return = 28.4 
Optimal policy: 

   Choose high capacity 
 
 (b) Optimal expected total return = 28.4 

Optimal policy: 
    Do not undertake the survey 
 
 
Question 4: Pile ordering problem. 

(a) Optimal expected loss = £1100 
Optimal policy: 

   Order 12m piles for both north and south piers 
 
 (b) Optimal expected loss = £920 

Optimal policy: 
    Order 50 piles @ 11m and 50 piles @ 12m 
 
 
Question 5: Plant extension problem. 

(a) Optimal expected annual profit increase = 1.493 
Optimal policy: 

   Order now & choose capacity 13 
 
 (b) Maximum expected utility = 0.8 (£1.4m) 

Optimal policy: 
    Observe d1. If d1 = 10, choose capacity 12 
      If d1 = 11, choose capacity 13 

 
 



















(b) Pe s lA /-6 J . Ta.ble ~UJIIt!

Order p'/eJACTIOI\J~ j( =- I J()~ rd /lm

2 order /00 pi/er af /2 IYJ

J L t I ~ iJ
•... , IJ ~

it vi 5-0 .. . JI M &JO ~ 12""

.f L' Ft] -, 1I M /J. JC7 ~6 13 Jrt

6 •..., to •.. , /2 jtf) & .to ~ /JM

OUTCOMES: Norbh South
0=1 n"" 12m

1 1Iw. J3 M

J /2..M }J. ,.,.

ft /2M IJ WI

K == /170 fjJ JJ '"

TEllf.J.
--- -- - -- .- -- --- - ------














	Decision Analysis Exercises Solutions
	Optimal expected total return = 4.8
	Minimum expected total cost = 10.62
	(a) Optimal expected total return = 28.4
	(a) Optimal expected loss = £1100
	(a) Optimal expected annual profit increase = 1.493

	DA-Q1-Battery Manufacturing
	DA-Q2-Wage Negotiation
	DA-Q3-Car Manufacturing
	DA-Q4-Pile Ordering
	DA-Q5-Plant Extension



