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From the Chair, by Ward Edwards:  

"What's Shaking, Pussycat?"  

Tomorrow morning early a van will whisk Silvia and me away to LAX, from whence a 
plane will whisk us to Tokyo. That will be the first leg of an exciting trip; we won't be 
back till January 17. The stimulus to this trip was a probability assessment. December 12 
will be Silvia's and my 25th wedding anniversary, and last April I reached the conclusion 
that, if I didn't do something reasonably spectacular about celebrating the 25th, I might 
not have a 26th. Any nonzero probability of that (given that we both are alive on 
December 12, 1996) is unacceptably high. So I arranged for us to take a cruise from 
Singapore to Bali on December 24 January 3. And, so those hours on airplanes wouldn't 
be totally free of professional purpose, I arranged to make a speaking trip out of the 
process of getting to Singapore and getting back from Bali. Before, I will be giving talks 
in Tokyo, Taipei, Hong Kong, and Singapore; after, I will give talks in Christchurch, NZ, 
and Melbourne.  

Though my speech topic has to do with Influence Diagrams and Bayes Nets, I have made 
sure that the pretalk publicity says I also want to recruit for this Section. That makes this 
a part of the eachonereachone recruitment program (hint, hint) of the Section. Surely that 
makes the expenses deductible, doesn't it, Mr. tax auditor?  

Though I will try to recruit in each audience, my other Sectionrelated goal is to explore 
the question of whether or not the concept of an Asian Assembly of the Section makes 
any sense. I have no sense that European decision scientists feel the need for another 



international organization, even though our eagerness to meet the needs of a burgeoning 
profession makes us unique. Most of the European decision scientists I know are 
academics. So far as I can tell, nothing at all like the explosion of nonacademic jobs for 
DAs that the U. S. is experiencing has happened anywhere in Europe. (An interesting 
question is: why not? I don't know, but an item on next year's agenda is to find out.)  

Asian decision scientists must overcome barriers of language, distance, cost, and politics 
in order to get together even with one another. (So must the Europeans.) And, in spite of 
Asian reverence for scholarship, academic tradition in Asia is weaker than it is in either 
Europe or the U. S. Too many Asian decision scientists are isolated, in touch mainly via 
the journals. An Asian Assembly of the Section on Decision Analysis of INFORMS, if it 
could keep its title on straight, might work because it would be providing, not the 3rd or 
4th society, but the first. If so, it should be encouraged to happen, and I will do so.  

If I return as discouraged about an Asian Assembly as I now am about a European one, I 
expect to conclude that our moves to serve decision analysts from outside the U. S. were 
illconceived and that they need rethinking.  

I would much rather return with a list of people willing to take leadership roles, and a 
tentative plan for enabling them to work together. This kind of activity requires a lot of 
leadership, and that leadership must come from inside the burgeoning organization. We 
can help, but fundamentally, if anything useful is to occur, the Asians affected by it must 
make it happen themselves because they see it as serving their scientific and professional 
needs.  

By the time my next and final column is due, I should know, or at least have a better 
guess than I have at this moment. Stay tuned.  

Meanwhile, what about you? Have you recruited your eachonereachatleastone recruit to 
the Section for 1995? Year's end is close; this is when people pay their annual dues to 
organizations like ours. If you have met that personal goal (it IS one of your personal 
goals, isn't it?) for 1995what about1996? I will nag you for as long as I am Chief Nag, 
and I am sure Don Keefer, when he takes over the Chief Nagmanship, will trot out ways 
of making himself obnoxious even more effective than the ones I have found. Why not 
get a head start by fulfilling your eachonereachatleastone target at the beginning of the 
year? Then you can feel smugly superior when we nag; you've already done your bit.  

Think of it this way: If Ward can traipse around in SE Asia for recruits, (Such a hardship! 
My eyes are puddling!) I can at least clip the Membership form from this issue of the 
Newsletter, make plenty of copies, and then, forms in hand, walk down the corridor and 
put the bee on my nonmember colleague who so obviously should be a member. And her 
officemate, for whom it is a bit less obvious.  

In the next issue of the Newsletter I'll report on what happened and what I learned in 
Asia, and update our membership numbers. Meanwhile, I hope you have a holiday period 
that will be as much fun as I expect Silvia's and mine to be.  
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Electronic News, by Robert Nau.  

DAWeb is moving: The Section on Decision Analysis web site is moving to new 
permanent location at http://www.fuqua.duke.edu/faculty/daweb/. Please update your 
bookmarks and any other links that refer to the original location 
(http://www.duke.edu/~rnau/dahome.htm). Both locations are currently active, but the 
old location will disappear in a few months.  

Online membership directory update: We will be updating the DAWeb online 
membership directory toward the end of January, and periodically thereafter, using 
current information from the new INFORMS membership database. Please let us know if 
you do NOT wish some or all of your current membership data (mailing address, phone, 
fax, email, and/or URL) included in the online directory. If we do not hear from you, we 
will assume it is OK to place your membership data online. (When we made a similar 
announcement last summer, only about 1% of our members indicated that they wanted 
information withheld.)  

You can contact us by sending email to daweb@fuqua.duke.edu or regular mail to 
INFORMS Section on Decision Analysis c/o Robert Nau, Fuqua School of Business, 
Duke University, Durham, NC 277080120  

 

Nominations, by Donald Keefer.  

The Nominating Committee has nominated Rakesh Sarin (School of Management, 
UCLA) and Detlof von Winterfeldt (Systems Management, USC) as candidates for Vice 
Chair of the Section. The election is scheduled to be held by Newsletter ballot in March. 
In addition, the committee named Bob Nau (School of Business, Duke) to run unopposed 
for Secretary/Treasurer. Nominees for the two open Council positions are David Lowell 
(Strategic Decisions Group), Jim Smith (School of Business, Duke), Tom Spradlin (Eli 
Lilly), and Elke Weber (Psychology, Ohio State). The Nominating Committee consisted 
of Don Keefer (Chair), Ralph Miles, and Bob Winkler. In accordance with the Bylaws, 
additional nominations may be made by petition signed by at least six Section members 
and forwarded to the Nominating Committee (Don Keefer, Department of Management, 
Arizona State University, Box 874006, Tempe, Arizona 852874006). 

 



Results of Pre-Posterior Analysis Might Not Tell The Whole Story, by Yigal Gerchak  

The following example shows that sometimes DA (in this case, pre-posterior analysis) 
must be conducted in a broader "operations research" context to provide 
recommendations which are managerially meaningful. I believe it should be 
pedagogically useful when teaching DA.  

The story itself is rather standard and probably unoriginal, but the numbers were selected 
to make a follow-up point which the example is building towards. First, the "standard" 
part:  

A personnel manager has observed that under current hiring policy, 60% of hires turn out 
to be satisfactory performers while 40% do not. It is estimated that a satisfactory [= S] 
performer's "contribution" to the organization is worth $10,0000, while an unsatisfactory 
[= U] performer causes a loss of $4,000. A rejected applicant is assumed to entail no 
direct costs.  

An assessment centre proposes to assess each applicant's performance potential as good 
[= G], fair [= F], or poor [= P]. The centre's track record is such that eventually-
satisfactory performers were pre-classified as good, fair, and poor prospects with 
frequencies 0.79, 0.20, and 0.01 respectively, while eventually-unsatisfactory performers 
were pre-classified as good, fair, and poor prospects with frequencies 0.05, 0.05, and 0.90 
respectively.  

Standard questions: (A) Should the firm accept or reject applicants classified as (i) G; (ii) 
F; and (iii) P? (B) What is the most the firm should be willing to pay the assessment 
centre to assess a job applicant?  

The standard analysis goes as follows. As the reader may easily verify, if the assessment 
is not made, then, using the prior probabilities, EMV(accept) = $4,400 > 0 = 
EMV(reject), so that an unassessed applicant should be accepted. After invoking Bayes' 
Theorem, we find that EMV(accept|G) = $9,433; EMV(accept|F) = $7,999.4; and 
EMV(accept|P) = $-3,770.4, so that the optimal decision rule is to accept applicants 
evaluated G or F and reject only those rated P. Moreover, the prior expected value of the 
optimal decision rule is $5,779.82, so that EVSI = $5,779.82 - $4,400 = $1,379.82.  

Reflecting on the answer to part (A), concerning the optimal decision rule, it is natural to 
ask the following: Should the firm indeed accept an applicant assessed as fair, or should 
it wait until the centre finds a candidate which they assess as good? That, of course, 
alters the question from a "static" one dealing with a single applicant, to a more dynamic 
one focusing on the process of filling a position.  

Assume then that the centre charges $c for each applicant assessed, where $c < $1,380 to 
render their services worthwhile. We can assume that a candidate deemed fair has been 
found (the costs of finding him or her can be viewed as "sunk"). If we continue 
interviewieng until a "good" one is found, the expected number of applicants which will 



need to be interviewed is found (from the geometric distribution) to be 1/Prob(G) = 
1/0.494 = 2.0243. Now, E(contribution of G) - E(contribution of F) = $9,433 - $7,999.4 = 
$1,433.6. Hence interviewing additional candidates is worthwhile if and only if 2.0243c < 
$1,433.6; that is, if and only if c < $708.20. If c > $708.20, it would be better to hire the 
fair candidate.  

Editor's Note: Gerchak's interesting example is a caution against myopia in setting the 
decision horizon. His analysis and conclusion pertain when there are many more job 
candidates than there are openings, with selection occurring rapidly so that discounting 
can be ignored. With one candidate and one opening, the simple analysis is appropriate, 
and rejection occurs only if the candidate scores poor [and then presumably the opening 
is eliminated from the organization chart]. The same conclusion obtains at the other 
extreme, with infinitely many candidates and openings, all with identical economics; this 
is the employment counterpart of batch-testing problems.  

With infinitely many candidates and [a few if not just] one opening, the analysis is more 
complex, as Gerchak shows. An important feature of such problems is whether one must 
decide to reject or accept immediately after testing the candidate, or whether several may 
be tested before one is chosen. A variant of this problem is the famous "secretary 
problem", in which the payoff is the true rank of the hired person, candidates are 
interviewed sequentially to observe their ranks relative to all seen so far, and rejection 
prior to observing the next candidate is irrevocable. Other variants would keep monetary 
payoffs but model the workforce size and/or candidate pool in a more realistic albeit 
more complex fashion. While I have not done a literature search, I suspect that many 
such models have been studied.  
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