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EVPI = EV with perfect information – EV without perfect information

= $56 million – $43.5 million

EVPI = $12.5 million

The maximum value of the perfect (additional) information the expert can provide about the 
nature of the demand (states of nature) is $12.5 million. The amount the decision maker should pay 
to purchase this information should definitely be less than $12.5 million. See Screenshot F.2 of the 
solutions to the previous example using Microsoft Excel.

SCREENSHOT F.2: Results in Excel for the Greer Chemicals Inc. Example

TABLE F.9: Regret Table for Greer Chemicals

DEMAND

DECISION ALTERNATIVE LOW (0.2) MEDIUM (0.5) HIGH (0.3)

Subcontract additional capacity (15 – 8) = $7 million (40 – 40) = $0 million (110 – 70) =$ 40 million

Build a new plant (15– (–60)) = $75 million (40 – 20) = $20 million (110 – 110) = $0 million

Do nothing (15 – 15) =$0 million (40 – 30) = $10 million (110 – 85) = $25 million

Expected regret: 
the expected value 
of regret associated 
with each decision

Another approach that we can use to compute EVPI is by using the expected regret approach. 
Let’s use this approach to compute EVPI for Greer Chemicals. Recall the steps needed to create a 
regret table are as follows:

For positive-flow payoffs such as revenues, profits, and income:

1.	 Identify the maximum payoff for each state of nature in the payoff matrix.
2.	 Take each maximum payoff and subtract from it the values in the matrix associated with that 

payoff’s state of nature.

For negative-flow payoffs such as costs, losses, expenditures, etc.:

1.	 Identify the minimum payoff for each state of nature in the payoff matrix.
2.	 Take each maximum payoff and subtract from it the values in the matrix associated with that 

payoff’s state of nature.

Greer Chemical’s regret table is shown in Table F. 9.

We can now compute the expected regret for each alternative:

Subcontract additional capacity:  (7 × 0.2) + (0 × 0.5) + (40 × 0.3) = 13.4 million

Build a new plant: (75 × 0.2) + (20 × 0.5) + (0 × 0.3) = 25.0 million

Do nothing: (0 × 0.2) + (10 × 0.5) + (25 × 0.3) = 12.5 million


