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Based on these computations, we can create a “regret table.” It shows the calculations we just did 
for each low- and high-demand scenario as well as the maximum regret associated with each decision 
alternative. We want to choose the alternative with the lowest maximum-regret value because it will 
result in the lowest opportunity cost. (Note that a maximum regret value of “0” means “no regrets,” 
so any decision associated with that value would be the best choice.)

Looking at the last the column, the decision alternative that has the minimum ($5 million) of the 
maximum regret values is the “build small factory” alternative, which is the decision Pegasus Textiles 
should choose based on the minimax regret criterion. See Screenshot F.1 of the solutions to the previ-
ous example using Microsoft Excel (Microsoft Corporation, Redmond, WA).

TABLE F.6: Regret Table

STATE OF NATURE

DECISION ALTERNATIVE LOW DEMAND HIGH DEMAND MAXIMUM REGRET

Expand factory $0 million $6 million $6 million

Build small factory  $0.5 million  $5 million $5 million

Build large factory $7 million  $0 million $7 million

SCREENSHOT F.1: Results for Pegasus Textile Example for Decisions Under Uncertainty

PROS AND CONS OF THE TECHNIQUES USED  
TO MAKE DECISIONS UNDER UNCERTAINTY
Several decision-making methods can be used under uncertainty. Which one of them should Pegasus 
Textiles—and operations and supply chain managers in general—use? Both the maximax and 
maximin criteria are flawed in that they exclude most of the information available in the payoff 
matrix. Both ignore three out of the six pieces of information available in Pegasus Textiles’s pay-
off matrix: The maximin criterion ignores the payoffs associated with the “high demand” state 
of nature, whereas the maximax criterion ignores the payoffs associated with the “low demand” 
state of nature. The Hurwicz criterion approach is an improvement compared with the maximax 
and maximin criteria because all of the data in the payoff matrix are taken into consideration. 
Nevertheless, if there are more than two states of nature, then the Hurwicz criterion will omit part 
of the information in the payoff matrix. For example, if there are three states of nature and three 
decision alternatives, then the Hurwicz criterion will ignore three of the intermediate payoffs out of 
the total 9 (33%) pieces of information.


