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Step 10f 10
a) Alternative A1 maximizes the expected payoff

($100).
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EVPI = EP (with perfect info) — EP (without more info) =
$220 - $100 = $120

This indicates that it might be worthwhile to do the
research.

c) P(state and finding) = P(state) P(finding | state)
i) P(Predict S1 and Actual S1) = (0.4)(0.6) =0.24
ii) P(Predict S1and Actual S2) = (0.4)(0.4) = 0.16
iii) P(Predict S2 and Actual S1) = (0.6)(0.2) = 0.12
iv) P(Predict S2 and Actual S2) = (0.6)(0.8) = 0.48

Step 30f 10
d) P(Predict S1) = 0.24 + 0.12 = 0.36

P(Predict S2) = 0.16 + 0.48 = 0.64
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d) P(Predict S1) = 0.24 + 0.12 = 0.36

P(Predict S2) = 0.16 + 0.48 = 0.64

Step 4 of 10

e) P(state | finding) = P(state and finding) / P(finding)
P(Actual S1| Predict S1) =0.24 / 0.36 = 0.667
P(Actual S1| Predict S2) =0.16 / 0.64 = 0.250
P(Actual S2 | Predict S1) =0.12/0.36 = 0.333
P(Actual S2 | Predict S2) =0.48 / 0.64 = 0.750

Step 5 of 10
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Step 6 of 10
g) If S1is predicted, then choosing alternative A1
maximizes the expected payoff ($233.33).
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h) If S2 is predicted, then choosing alternative A2
maximizes the expected payoff ($75).

Step 8 of 10
i) Expected payoff given research is (0.36)($233.33) +
(0.64)($75) — $100 = $32.

Step 9 of 10
) The optimal policy is to do no research and simply
choose A1.
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