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Decision tree analysis in five steps

6 Start with your idea
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Decision tree analysis in five steps
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Example of decision tree analysis

Build new Upgrade existing Build team
scheduling app scheduling app productivity app
- $50K - $25K - $75K

.
A
Large Small Large Small Large Small
revenue  revenue revenue  revenue revenue  revenue
40% 55% 60% 38% 55% 45%
‘ /“} / /."“.N'\:\
/é _";::h f_ N
$200K $150K $100K $80K $250K $200K

Expected value Expected value

(200K x.40) (100K x .60) (250K x .55)

+ (150K x .55) + (80K x.38) + (200K x .45)

- 50K - 25K - 75K

=112.5K =65.4K =152.5K
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