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Uncertainty is present in many decisions where an action’s consequences are unknown because they
depend on future events. Multi-attribute utility theory (MAUT) offers an axiomatic basis for choice, but
practitioners may prefer to use simpler decision models for transparency, ease of use, or other practical
reasons. We identify some ‘simplified’ models currently in use and use a simulation experiment to
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assessment errors in the application of a simplified model is more important than the choice of a
particular type of model, but that the best performance over a range of decision problems is from a
model using a small number of quantiles.
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1. Introduction

In decision-making the consequences of an action are often
unknown because they depend on future events. Many models
exist for multi-criteria decision analysis (MCDA) under such condi-
tions of uncertainty; perhaps the most well-known are those based
on multi-attribute utility theory MAUT, e.g. [25]. The great strength
of MAUT is its axiomatic foundation “justifying the prescriptive
approach provided the problem owners accept the related ration-
ality assumptions” [21], but even in its simplest form the practical
implementation of MAUT is formidable, requiring the assessment of
probability distributions over each attribute as well as trade-offs
involving single- and multi-attribute lotteries. Although there are
several practical applications of MAUT reported in the literature e.g.
[8,48], this number is small relative to MAUT's theoretical standing.
Yet practitioners may prefer to use simpler decision models for
transparency, ease of use, or other practical reasons. In this paper
we identify a number of such ‘simplified’ decision models and
evaluate their ability to replicate results obtained using MAUT. In
doing so we hope to provide some guidance to practitioners about
the types of simplified models that are being used for uncertain
decision making.

Our evaluation uses a simulation experiment, acknowledging
that while simulation allows us to assess how the simplification of
MAUT models might impact results, it cannot evaluate critical issues
like ease-of-use or insight generated (see [13] for an assessment of
these). Simulation results are unable to provide general conclusions
on the viability of different methods, but provide inputs to such

* Corresponding author. Tel.: +27 216505058; fax: +27 216504773.
E-mail address: ian.durbach@uct.ac.za (L.N. Durbach).

0305-0483/$ - see front matter © 2011 Elsevier Ltd. All rights reserved.
doi:10.1016/j.0omega.2011.08.004

discussion by identifying the potential trade-offs in accuracy that
are implied when using a simplified model. Ultimately accuracy
must be weighed against other factors to determine which decision
model may be most appropriate for a problem.

The five models that we test represent uncertain attribute
evaluations using (a) expected values, (b) expected values and
variances, (c) expected values and the probabilities of obtaining
performance below a cut-off, (d) quantiles, or (e) a small number of
‘scenarios’. Since these methods all summarize aspects of prob-
ability distributions, they are referred to collectively as ‘simplified’
approaches; models (b) and (c) are sometimes referred to collec-
tively as models using ‘explicit risk attributes’. All models are based
upon the principles of value function methods e.g. [6]; other MCDA
methods are left to future research.

The paper is organized as follows. Section 2 provides an over-
view of the literature on uncertainty modeling in MCDA. Section 3
lists research hypotheses to be tested by the simulation. Section 4
outlines the simulation experiment, and Section 5 presents the
results. A final section concludes with implications for practice.

2. Uncertainty modeling in multi-criteria decision analysis

Consider a decision problem consisting of I alternatives denoted
by a; i€ {1,...,I}, evaluated on J attributes denoted by ¢, j € {1, ...,J}.
Let Z; be a random variable denoting the evaluation of g; on ¢;, and
u;(Zy) be single-attribute utility functions. Then the additive MAUT
model [25] evaluates alternatives by their expected utilities

J
Ui= Z W;E[u;(Z)] M

i=1
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where U; is the expected utility of alternative a; and w; is an attribute
importance weight indicating the relative importance of a one-unit
change in attribute ¢; e.g. [6]. The additive MAUT model requires
additively independent preferences [25], although it can often closely
approximate the multiplicative model when additive independence
does not hold [41]. We consider further simplifications of the MAUT
model; the following is not exhaustive but provides a broad coverage
of simplifications appearing in the literature.

2.1. Models using expected values and explicit risk attributes

This approach provides a single or small number of risk
measures indicating how ‘risky’ performance is. The fundamental
notion is that uncertain evaluations can be expressed in terms of
‘value’ and ‘risk’ components. Models take the form

. J
U9 = > (wju(E[Zy]) - wWhRy] )
j=1

where Rj; is a measure of the ‘risk’ of Z; and wf is a ‘risk weight for Ry.
In this general formulation the risk weights may depend on alter-
natives as well as attributes. Several models are possible. The use
of variances is standard in (single-attribute) portfolio optimization
e.g. [29]; multi-attribute applications are reported in [11,26] and [3].
Kirkwood [26] has shown that using variances with wf} =
(=1/2)w;ui (E[Zy]) can closely approximate (1) if the Z; are normally
distributed (or numerous enough for the central limit theorem to
apply) and the u; “do not deviate too much from linear”. However,
simulation results [12] have suggested that under highly non-linear
preferences the approximations in [26] do worse on average than a
model using only expected values i.e. setting wX = 0. Examples using
only expected values are [20] and [22], but it seems reasonable to
suggest that a fair proportion of applications of multi-attribute value
theory MAVT, e.g. [25] would also fall into this category. Probabilities
of obtaining performance below a cut-off have also been used to
measure risk e.g. [43,2], including the multi-attribute preference
models using uncertain targets that have been shown to be equiva-
lent to MAUT [7].

2.2. Models using quantiles

In practical decision analysis it is common to represent
probability distributions using three to five quantiles [16]; this
is the basis for the well-known bisection and interval elicitation
methods e.g. [40]. Triples consisting of the minimum, median/
mode, and maximum are also popular in fuzzy decision analysis
e.g. [28,15]. Quantiles may be used in several ways-full distribu-
tions may be fitted to them, or they can be used to approximate
moments e.g. [24]. The general quantile model evaluates g; by

J Nq
Uﬁﬁluan) _ Z |:Wj Z quuj(zg}k)):| 3)
j=1 k=1
where g, refers to a specific quantile, ZE;I“) is the gxth quantile of Z;;,
wg, denotes the weight associated with quantile g, and Ny is the
number of quantiles used. Applications employing quantiles can
be found in [43,34,37]. Note that the order of summation in (3)
can be interchanged; the one used highlights that quantiles are
introduced to approximate E[u;(Z;)].

2.3. Models using scenarios

Uncertain outcomes can also be represented using a set of
scenarios — incomplete but internally - consistent narratives of
how the future might unfold. The use of ‘scenario planning’ e.g.
[47,45] emphasizes gaining insight into the problem and gener-
ating novel actions rather than approximating MAUT. Multi-

attribute scenario models e.g. [18, Chapter 14] apply a determi-
nistic multi-attribute model within each scenario, followed (pos-
sibly) by an aggregation over scenarios [44]. The evaluation of g; is
given by

NS ]
upen = 3 |iWsk > WjUj(ZEjSk)):| “4)

k=1 j=1

where s, refers to a specific scenario, zf;k) is the evaluation of
alternative a; on attribute ¢; in scenario s, ws, is the weight
associated with scenario s;, and N; is the number of scenarios
used. The practical interpretation and assessment of the scenario
weights ws, has not been fully resolved. Stewart [44] argues
that the w;, should not be equated with scenario “probabilities”
because the set of scenarios does not constitute a complete
probability space, but should also not be equated with scenario
“likelihoods” because the scenarios are incomplete descriptions
and cannot in general be expected to represent the same dimen-
sions in probability space. Rather, they should be interpreted as
relative “swing” weights on performance in different scenarios.
This is theoretically permissible, since the Zf:] Wjuj(zgk)) values
constitute an interval preference scale, but “it may be difficult to
elicit appropriate values for the scenario weights” [44]. Max-min
aggregation over scenarios has also been used [31]. Recent applica-
tions of multi-attribute scenario models can be found in [46,35,19].

3. Research aims and hypotheses

Our main aim is exploratory: To evaluate how closely the
simplified models in Section 2 approximate MAUT. Nevertheless
we do have some expectations which can be formalized as hypoth-
eses. In the following we assume without loss of generality that
utility increases in Z; and that each marginal utility function u; has
been scaled to have a minimum of 0 and a maximum of 1. All
hypotheses and reported results in this paper use “utility loss” [4] to
measure accuracy. Utility loss is defined as UL = (Up—Ua)/(Up—Uj,)
where U and U;, are the utilities (according to MAUT) of the best
and worst alternatives in the MAUT rank order respectively, and Uy
is the utility (according to MAUT) of the alternative selected by a
simplified model. Although this measure is not entirely unconten-
tious (for example, the introduction of a weaker worst alternative
will ceteris paribus reduce utility loss), it is widely used in simula-
tion-based studies of decision making e.g [9,14]. Other metrics were
also gathered, including the average rank of the alternative selected
by a simplified model in the MAUT rank order, the average rank of
the MAUT best alternative in a simplified model’s rank order, and
the rank correlation between the simplified model and MAUT rank
orders. These did not provide any additional insights and are not
reported.

Previous work [12] found that a model using expected values
was on average more accurate than a variance model using
Kirkwood’s weights [26]. We expect worse accuracy from var-
iance models in which only a general appetite or aversion for risk
i.e. wg = Cw; with C a constant, is expressed.

Hypothesis 1. Variance models in which risk weights are fixed
multiples of attribute importance weights will be less accurate
than an expected value model.

Keefer and Bodily [24] have shown that expected values can be
closely approximated using the 5%, 50% and 95% quantiles, so
three or more quantiles could be used to approximate expected
values and apply an expected value model. We expect better
results if quantiles are transformed into utilities before aggrega-
tion i.e. from the quantile model.
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Hypothesis 2. Quantile models will be more accurate than an
expected value model.

The accuracy of all models will suffer from assessment errors, but
theories of “error cancelation” e.g. [27] suggest that models that
use multiple inputs will be more robust to random errors than
those that provide more concise summaries of uncertainty.

Hypothesis 3. The robustness of model accuracy to assessment
errors will be positively correlated with the number of inputs
used to summarize probability distributions.

In [12], we noted that one of the key determinants of the accuracy
of the expected value model was the steepness of the marginal
utility functions in the region of the expected value approximation,
because any differences between MAUT utilities (i.e. E[u;(Z;)]) and
their approximations (i.e. u;(E[Z;])) are more heavily penalized
there [12]. Since all our simplified models make some use of
central location measures, we expect the same result to apply.

Hypothesis 4. The accuracy of all simplified models will worsen
as utility functions become steeper in the region of the attribute
domain in which approximations are made.

The accuracy of the expected value model is not materially
affected by the number of alternatives or attributes present
[12]. We hypothesize the same relative insensitivity to problem
size in the other simplified models.

Hypothesis 5. Problem size (the number of alternatives and
attributes) will not have a material effect on the accuracy of any
of the simplified models.

Because there has been little systematic research into the use of
scenarios in decision analysis, no hypotheses are made regarding
these models.

4. Design of the simulation experiment

Fig. 1 shows an outline of a single simulation run. Dashed
boxes have been used to indicate those parts of the simulation
applied iteratively to each alternative and attribute. Correspond-
ing section numbers are shown to indicate where in the text
further details can be found.

4.1. Generating realizations from Z;

The main difference between our and others’ simulations of
realizations from Z; e.g [5,36] is that we consider each Z; to be
composed of L=10 normal distributions, denoted by N(uﬁ,,ogf),
tefl,...,L} where p and ¢? are mean and variance respectively.
The index ¢ is referred to as indexing the ‘future’ f,. Most previous
studies have used a single distribution for each Zj but multiple
distributions are used here because they allow a parsimonious
simulated application of scenario models. The choice of distribution,
as well as the number of distributions to use, is somewhat arbitrary,
but the robustness of our conclusions has been tested against
these choices. We also simulated evaluations from the uniform
distribution, and experimented with different numbers of distribu-
tions (L € {6, 10,20}), with no qualitative differences in the results.

We begin by generating means for the realizations in each future
randomly between O and 1; although the uniform distributional
form will be altered by later standardization, this does not materi-
ally affect results. A simulation parameter then determines whether:

e the pu;, are used directly, which allows alternatives to be
dominated within one or more futures i.e. have a smaller
mean than another alternative on every attribute e.g. [5,36], or

e alternatives are forced to be Pareto optimal in each future
by standardizing within each alternative a; so that 3, =1
eg. [12].

These cases are referred to as “with dominated alternatives” and
“without dominated alternatives” respectively.

Within each future f,, the simulation then generates unstan-
dardized realizations by:

1. Generating a standard deviation oy randomly on
Uni[0.01,6@], where ¢@ is a parameter of the simulation.

2. Setting the number of realizations M, to be generated for
future f,. A total of K=400 realizations for each Z; is used i.e.
over all futures, although conclusions are insensitive to this
value. These realizations are distributed over futures either
“uniformly” (M =[40,40,...,40])) or “non-uniformly” (M=
[60, 60,60, 60,40, 40,20,20,20,20]). M is a parameter of the
simulation.

3. Generating M, independent realizations from N(,u,j,,agf). The
1 x M, vector of realizations generated in future f, is denoted zﬁf).

Once realizations have been generated for each future, these are
concatenated into a single 1 x K vector containing all the realiza-
tions for Z; i.e. z; = [2},z?, ...z}, ...,z]. Realizations are scaled
so that the largest realization on each attribute over all alter-
natives is one and the smallest is zero.

4.2. Generating inputs to the simplified models

Each simplified model uses a different summary of the
realizations in z;.

4.2.1. Expected value model
Uses the empirical mean of z;, E[z;].

4.2.2. Explicit risk models
Two explicit risk models are simulated, both of which also use
the expected values E[z;]:

1. Variance model: uses empirical variances var{z;] to measure risk.

2. Probability of poor performance model: uses the proportion of
realizations in z; that fall below a cut-off £, a parameter of the
simulation, to measure risk.

4.2.3. Quantile models

Uses empirical quantiles of the z;. The number of quantiles Ny is a
parameter of the simulation. If Ny=3, the 5%, 50%, and 95% quantiles
are used; if Ng=5, the lower and upper quartiles are added.

4.2.4. Scenario models

Inputs to the simulated scenario models are generated in a
two-step process. First, a random sample is drawn from the set of
futures {f;.f,,....f;} (the same random sample is used for all
alternatives and attributes); then, realizations in each of the
sampled futures are summarized, for each alternative and attri-
bute. Scenario models differ with respect to how the random
sampling and summarization are performed. The following three
models are used:

e ‘Mean scenario’ model
1. Randomly draws a sample of size Ns from {f.fs,....f1}
without replacement. Each future f, has an equal prob-
ability of selection.
2. Uses the mean p;;, in each of the N selected futures.
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Fig. 1. Outline of a single simulation run.
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e ‘Random scenario’ model
1. Randomly draws a sample of size Ny from {f{.f5,.... 1}
without replacement. Each future f, has an equal prob-
ability of selection.
2. Randomly selects one realization from zgj.” in each of the Ng
selected futures.
e ‘Most likely scenario’ model
1. Randomly draws a sample of size N; from {f;.f>, ....f;} with
replacement. Each future f, is selected with probability
proportional to M,.
2. Randomly selects one realization from zgf) in each of the N
selected futures.

The proportion of futures selected i.e. Ns/L, is a simulation
parameter termed the ‘coverage’ provided by a scenario model.
Although attribute generation is somewhat biased in favor of a
‘mean scenario’ model using all L futures, the coverage para-
meter captures in an idealized way the scenario planning aim
of constructing scenarios that “bound the future” e.g. [38]; a
scenario model with 100% coverage is practically unrealistic but
useful in giving an upper bound on accuracy. More realistic
scenario models with less coverage (50% and 30%) are also
simulated, and sensitivity to coverage and construction method
are important results.

4.3. Generating errors in the assessment of uncertainty information

Assessment errors are simulated by multiplying all inputs to
the simplified models (expected values, variances, probabilities of
poor performance, quantiles, and realizations within selected
futures) by independent and randomly generated realizations on
Uni[1-v,1+V], with v a simulation parameter. Final assessments
are denoted using the ‘hat’ symbol e.g. expected values E‘[z,-j].

4.4. Generating preference structures

The simulated marginal utility functions exhibit diminishing
sensitivity and loss aversion [23] i.e. are convex below a reference
level, concave above it, and steeper below the reference level.
Each marginal utility function is described by four parameters:
the reference level, 7;, the value of the utility function at the
reference level, 4;, and the curvature of the utility function below
and above the reference level, o; and f; respectively, using the
standardized exponential form

)»' 05X
1(5;71) for0<x<t;
ww=1 e )
= (1-2j)(1—e A=)
A +—1 e 0D for 1j<x<1

The same approach was used in [42] and [12]; a diverse set of
preferences may be simulated by adjusting t;,4; and f; (o is set to
B;j+UI0,2]). Attribute importance weights are generated to be
uniformly distributed with a minimum normalized value of 1/2],
following [10].

4.5. Simulating the application of an additive MAUT model

The expected utility of a; is given by (1), where as in other
models the vector of realizations z; is used in place of the random
variable Z;. Note that all probability information is taken into
account in the generation of z;.

4.6. Simulating the application of the simplified models

4.6.1. Expected value model
The evaluation of g; is given by (2) with all wg =0.

4.6.2. Explicit risk models
The evaluation of q; is given by (2). Risk weights are simulated
using three approaches:

1. Using a fixed risk multiplier: Risk weights are set so that the
average contribution made by the risk components over all
alternatives is a proportion P (termed the ‘fixed risk multi-
plier’) of the average contribution made by the value compo-
nents. ‘Fixed risk weights’ are given by wﬁ. :ijuj(E,-[E[z,-j]])/
Ei[R;j] Vi, where E; denotes that expectations are taken over all
alternatives and P € {0.25,0.5,1}.

2. Using an optimal risk multiplier: as for the ‘fixed’ specification
above, risk weights are a constant proportion P of the attribute
weights wj, but now with the constant P chosen to select as a
winner an alternative that performs as well as possible in the
rank order provided by MAUT. We implemented this using an
integer program which minimizes the rank of the selected
alternative in the MAUT rank order. This is equivalent to
minimizing utility loss because, given generated problem data,
the utility of the best and worst alternatives are fixed and so
utility loss can only take on I possible values. Although the
approach is not practically feasible because in practice one
would not know the MAUT rank order, it provides an upper
bound on the performance that can be achieved with a single
multiplier P. The results are labeled ‘optimal risk weights’.

When using variances we include a further approach:

3. Using Kirkwood's weights: Following [26] we use risk weights
wf = (=1/2)w;uj (E[zy)).

4.6.3. Quantile models

The evaluation of a; is given by (3). Two approaches for
generating quantile weights are used. The first uses equal weights
for each quantile i.e. wg, =1/N,. The second computes optimal
quantile weights using a similar integer program to the one
above, except that three or five weights can vary and quantile
weights are constrained to sum to one.

4.6.4. Scenario models

The evaluation of g; is given by (4). All scenarios are equally
weighted i.e. ws, =1/Ns. We also tried weighting scenarios by
their relative likelihoods i.e. M,/K, finding that this only improved
accuracy substantively when one scenario was overwhelmingly
more likely to occur e.g. 80% of all realizations generated from the
same future. For brevity we restrict attention to the case of equal
scenario weights.

4.7. Comparing results of the MAUT and simplified models

The accuracy of each simplified model is evaluated using
utility loss as defined in Section 3.

4.8. Parameter values used in the simulations

Table 1 provides the parameter values used to simulate
decision problems. The effect of problem size is investigated
using [=9 or 29 alternatives, so that a random choice of
alternative would appear on average 5th or 15th in the MAUT
rank order respectively with J=10 or 20 attributes. The four
combinations allow for an independent investigation of alterna-
tives and attributes in decision environments located between
‘fairly small’ and ‘fairly big’ (in [5] and [36] smaller problems are
also included but otherwise similar values are used).
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Table 1
Parameter values used to simulate hypothetical decision problems.

Parameter Description Values

Problem context:

1 Number of alternatives 9,29

J Number of attributes 10, 20

M Distribution of realizations Uniform: [40, 40,40, .. .,40]
over futures Non-uniform:

[60,60,60,60,40,40,20,20,20,20]
Attribute evaluations:
o Upper limit for gy, 0.05 or 0.10

Errors in assessments of uncertainty information:

v Width of interval for random 0,0.1,0.2,03
factor
Uni[1-v,1+ V] generating errors

Marginal utility functions:

T Reference level for u; Uni[0.15,0.4] or Uni[0.6,0.85]
A Value of u; at the reference level Uni[0.15,0.4] or Uni[0.6,0.85]
B Curvature of u; above reference 0, Uni[0,2] or Uni[0,5]
level
Table 2

Parameters used to simulate the application of simplified decision models.

Parameter Description Values

P Fixed risk multiplier 0.25,05,1

L Poor performance cut-off 0.05, 0.1, 0.5
Ng Number of quantiles used 3,5

Ns/L Coverage 30%, 50%, 100%

Parameter values for ¢/® were chosen by varying these until
realizations in different futures could not be distinguished and
appeared sufficiently uncertain. In the ‘low’ and ‘high’ variability
conditions indicated in Table 1 the average difference between
the 5th and 95th percentile of z; is 0.42 and 0.58 respectively. The
assessment error parameter v is key and so is varied at four levels
from 0% (error-free) to 30% (severely flawed assessment).

Parameter values for 7; and /4; can give preferences that are
convex (e.g. Tj = 0.85,4; = 0.15) or concave (e.g. 7j =0.15,4; =0.85)
in the majority of the domain, ‘S-shaped’ or linear (e.g. 7;~ 4;,
with o; and f; both large or small respectively). A wide range of
preferences can be simulated with relatively few parameters. The
same parameter values have been used in [42] and [12].

Table 2 shows the values used for the parameters of the
simplified models. The fixed risk multiplier P used in the explicit
risk models is varied between 0 and 1 using intervals of 0.25. In
assessing the probability of performing below a cut-off, we use
two cut-offs (£ = 0.05,0.10) that represent very poor performance
(between the 0.5% and 5% quantiles of performance, depending on
attribute variability) and one cut-off (£=0.50) representing
mediocre performance (between 40% and 70% quantiles). Three-
and five-quantile summaries are selected as standard summary
statistics that are regularly used to approximate probability
distributions [16] and moments [24]. Our main goal in selecting
the number of scenarios is to investigate the effect of omitting
futures—we simulate the selection of 10, 5 and 3 of the original
L=10 futures, giving ‘coverage’ of 100%, 50% and 30% respectively.
Note that this does not test the general effectiveness of using 3, 5,
or 10 futures, even in the limited sense of accurate approximation
of MAUT.

We use a resolution V fractional factorial design e.g. [30,
Chapter 8], so all main effects are unconfounded with two- and
three-factor interactions, and all two-factor interactions are
unconfounded with other two-factor interactions. We perform
100 simulation runs for each combination of parameters, giving

standard errors of at most 0.003 for mean utility losses in groups
formed by combinations of two factors. This is small enough for
any differences we discuss to be statistically significant at the
1% level.

5. Results

Fig. 2 shows the average utility loss of each simplified model
under error-free assessments, indicated by unshaded circles, and
erroneous assessments, indicated by shaded circles (10% error),
squares (20% error) or triangles (30% error). Within each model
type, utility losses are ordered from best to worst according to the
error-free values. For comparison, a random selection policy gives
a utility loss of approximately 0.50 with or without dominated
alternatives. The mean utility of the MAUT best (worst) alter-
native is 0.43 (0.33) without dominated alternatives, and 0.52
(0.32) with them. The presence of dominated alternatives intro-
duces weaker ‘worst’ alternatives while leaving the other compo-
nents of utility loss relatively unaffected (because dominated
alternatives are very rarely selected). This makes utility losses
generally smaller when dominated alternatives are included, but
our conclusions are unaffected and the discussion below focuses
on results obtained without them.

In Fig. 2, Hypotheses 1 and 2 are strongly supported and
Hypothesis 3 is conditionally supported. The average utility loss
using expected values is at least as good as any explicit risk model
using fixed risk multipliers (Hypothesis 1), provided assessment
errors are not large. When assessment errors are large a model
using probabilities of performing below a central quantile can be
more accurate than one using expected values. This suggests that
an explicit risk attribute may impart some robustness to assess-
ment errors. In general though, it appears that a model using a
fixed risk multiplier approximates MAUT relatively poorly. Sensi-
tivity to assessment errors decreases as the risk multiplier is
increased because ‘risk’ components (variances, probabilities of
poor performance) are less sensitive to errors than (expected)
‘value’ components. If only variances are used, the utility loss
varies from 0.40 to 0.45 depending on assessment errors. In
contrast with the other simplified models, the utility losses of
variance models with large risk multipliers do not improve when
dominated alternatives are included because there are no sub-
stantial differences in the variances of dominated and non-
dominated alternatives. A variance model using Kirkwood’s
weights [26] performs better than one using fixed risk multipliers,
but it is only in the unrealistic case where the risk multiplier is
optimally chosen that an explicit risk model gives consistently
better results than expected values alone.

The average utility loss for the equal-weight quantile models
over all assessment errors without dominated alternatives is
0.052 and 0.080 using five or three quantiles respectively,
significantly lower than the 0.106 obtained using expected values
(Hypothesis 2). The better accuracy is partly due to robustness to
assessment errors, but even in the absence of errors average
utility loss is 0.004 and 0.019 if five or three quantiles are used
respectively, and 0.020 using expected values. If quantile weights
are chosen optimally, the error-free mean utility loss is less than
0.001 using either five or three quantiles. The average weight
allocated to the 5%, 50%, and 95% quantiles is 0.16, 0.65 and 0.19
respectively'; this is very close to the weights proposed in [24]:
0.185, 0.630 and 0.185. If five quantiles are used, the average
quantile weights are 0.07, 0.12, 0.60, 0.12, and 0.09 for the 5%

! These are calculated based on error-free assessments only. When assess-
ment errors are made the simulation chooses optimal quantile weights to
compensate for the errors—something real-world decision makers cannot do.
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Fig. 2. Mean utility loss experienced by each simplified model. Unshaded and (three) shaded points show the average utility loss in error-free simulations and with

assessment errors of 10%, 20%, and 30%.

through 95% quantiles respectively. Subsequent additional simu-
lations confirmed the suggestion that good accuracy will be
obtained if quantile weights are fixed at the Keefer-Bodily values.

Fig. 2 also shows that if one excludes explicit risk models
which perform terribly there is a trend towards increased robust-
ness in the quantile and scenario models, although robustness
varies widely within model type. Table 3 shows the deteriorations
in utility loss that occur due to assessment errors. The selected
models are the best-performing versions of each simplified model
(in terms of mean utility loss with no assessment error) that do
not make use of optimal weights. These have been ranked from
the smallest average increase in utility loss over all assessment
errors to the largest. Although the three-scenario model is more
robust than the five-quantile model, there is otherwise a clear
association between the number of inputs used by a model and its
robustness to error.

Scenario model accuracy is strongly influenced by both sce-
nario construction and coverage. Substantially better accuracy is
obtained if scenarios are constructed using mean values. The
relatively poor results obtained when selecting realizations at
random from each future highlights the importance of accurately
assessing means. If no futures are omitted (100% coverage), then
results can be excellent; but if coverage drops to 50% then
accuracy when no assessment errors are made is worse than if
expected values are used. Our view is that results using 50% and
30% coverage probably provide more appropriate indicators of the
practical potential of scenario models. Coverage becomes more
important relative to scenario construction when dominated
alternatives are present; all models with 100% coverage outper-
form all those with 50% coverage, which in turn outperform all

those with 30% coverage. This is because alternatives can perform
terribly in omitted futures. An advantage of scenario models is
increased robustness to assessment errors. When assessment
errors are made, the mean scenario model with 50% coverage
offers similar performance to a three-quantile model using equal
quantile weights.

Table 4 shows how average utility loss differs over other
simulation parameters. The utility function parameters t; and 4;
are shown jointly to evaluate Hypothesis 4. Accuracy is primarily
affected by the shape of the utility functions, and is best when
these are predominantly concave and worst when they are
predominantly convex. Many of the approximations used in our
simulations occur in the middle-to-upper part of the attribute
domain, where convex utility functions are steeper than concave
ones (Hypothesis 4). This occurs because any differences are more
heavily penalized by a steeper utility function.? Further results
show that both the approximations made by simplified models
and assessment errors cause the deteriorations in accuracy. With
no assessment errors, the greatest utility loss for all simplified
models occurs with highly convex utility functions (high ;, low ;).
The increase in average utility loss caused by the same size
assessment error is also greatest when utility functions are highly

2 Another explanation is that a sharp threshold at a low reference level
implies a utility function that is relatively flat over a large portion of the attribute
domain, which reduces the utility loss of selecting a ‘good-but-not-the-best’
alternative. However, the rank of the alternative selected by the simplified models
in the MAUT rank order also deteriorates (from an average of 2.0 to 2.4 as utility
functions shift from mostly concave to mostly convex), and thus this cannot
completely explain the effect.
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Table 3

Increases in mean utility loss caused by assessment errors. Results are only
reported for simulations without dominated alternatives. Simplified models are
represented by their best-performing versions, after excluding models using
optimal risk or quantile weights.

Model Conditions Assessment error
10% 20% 30%
Scen 10 mean scenarios (100% coverage) 0.008 0.034 0.063
Scen 5 mean scenarios (50% coverage) 0.013 0.048 0.080
Scen 3 mean scenarios (30% coverage) 0.020 0.058 0.095
Quan 5 equally weighted quantiles 0.024 0.067 0.102
Quan 3 equally weighted quantiles 0.032 0.085 0.125
Pr(Poor) 0.50 cutoff, risk multiplier=0.25 0.036 0.093 0.140
Var Kirkwood’s weights 0.049 0.120 0.170
EV - 0.052 0.121 0.172
Table 4

Average utility losses at different levels of the simulated decision problem
parameters. Averages are calculated over all levels of the remaining parameters.
Results are only reported for simulations without dominated alternatives. The
same models are used as in Table 3: the variance model uses Kirkwood weights;
the probability of poor performance model uses a 0.50 cutoff and a risk multiplier
of 0.25, both quantile models use equal quantile weights, and all scenario models
use mean scenarios.

Effect Values EV Var Pr Scenarios:

coverage=

Quantiles

(poor) Ng=3 Ng=5 30% 50% 100%

I 9 0.10 0.10 0.10 0.07 0.05 0.10 0.06 0.03
29 0.10 0.10 0.10 0.08 0.05 0.10 0.06 0.03
J 10 0.10 0.10 0.10 0.07 0.05 0.10 0.06 0.03
20 0.10 0.10 0.10 0.08 0.05 0.09 0.06 0.03
M Uniform 0.09 0.09 0.09 0.08 005 0.09 0.06 0.03
Non-unif. 0.10 0.10 0.10 0.07 0.05 0.10 0.06 0.03

¢@  Uni[0.01,0.05] 0.08 0.09 0.09 0.05 0.04 0.06 0.04 0.02
Uni[0.01,0.10] 0.10 0.10 0.10 0.08 0.05 0.11 0.07 0.03

(t.J) (Low,low) 0.08 008 0.07 005 003 009 005 0.2
(Lowhigh) 007 0.08 009 004 002 007 004 001
(Highlow) 013 0.12 013 012 008 0.3 0.09 0.5
(High,high)  0.10 0.10 009 008 005 0.10 0.06 0.3

p 0 0.09 0.09 0.09 0.07 004 0.09 0.06 0.03
Uni[0,2] 0.10 0.09 0.10 0.07 0.05 0.09 0.06 0.03
Uni[0,5] 0.11 0.11 0.10 0.08 005 0.11 0.07 0.03

convex. Table 4 also shows that the accuracy of all the simplified
models is very nearly constant over the simulated problem sizes
(Hypothesis 5), although this depends on utility loss being used to
measure accuracy. Measures of accuracy based on ranks e.g. the
average rank of the selected alternative in the MAUT rank order,
differ significantly with the number of alternatives used, but an
increasing rank does not necessarily imply a deterioration in
decision quality because the size of the rank order i.e. number of
alternatives, has also increased. The only other variable exerting a
meaningful effect on accuracy is the variability of the attribute
evaluations—as evaluations become more variable the accuracy
of all the simplified models worsens.

6. Implications for decision analysis

Our simulation evaluates the ability of a number of simplified
decision models to approximate MAUT. We do not intend to use
these results to conclude a detailed apparatus prescribing rules for
using particular models in particular situations. Rather the results
suggest a general course of action for practitioners who for reasons of

simplicity prefer not to use MAUT. We stress that all our findings are
limited by the range of simulated cases, as all simulation experi-
ments are. The complexity of the simulation apparatus is largely to
ensure that a suitable range of problems have been covered, although
doubtless there are counterexamples to our findings which could be
constructed. Although the apparatus of the simulation experiment
may be complex, our conclusions are fairly simple.

Our basic message is that — for a wide range of simulated
problems - all of the simplified models are able to produce results
that are close, on average, to MAUT. The best-performing of each
of the simplified models have average utility losses less than 0.04
(where 0 is optimal, and randomly selecting an alternative
returns an average utility loss of approximately 0.5). Given the
time and effort required to implement MAUT, simplified models
appear justifiable for many decision problems. Our results suggest
that avoiding assessment errors in the application of a simplified
model is more important than the type of model used. Analysts
thus have considerable scope to choose the model that they or the
decision makers they are facilitating are most comfortable with
and least likely to apply poorly. One check that analysts should
perform before using a simplified model is to test whether
preferences are highly non-linear. Our results indicate that the
accuracy of all simplified models deteriorates as preference
thresholds become sharper in the region where approximations
are made, because assessment errors are more heavily punished.
Analysts wishing to use simplified models but finding strong
preference thresholds should place extra effort in ensuring
accurate assessments.

Although the performance of all the simplified models is good
in the absence of assessment errors, a quantile model performs
consistently best. The final choice of model will need to take into
account other practical factors. Our results only suggest that if
analysts wish to conform to MAUT but lack the resources to
implement it, they should consider a quantile model first. These
results echo those of the behavioral study in [13]. Accuracy is best
served by aggregating evaluations over quantiles using the
weights proposed in [24]: the weight on the median is 0.63 and
the remainder is shared between the extreme quantiles. The
quantile weights aim only to approximate a MAUT model; they
do not provide preference information and so no assessment is
required. Quantiles, and particularly non-extreme quantiles, can
be assessed relatively accurately by decision makers e.g. [33,17]
and are commonly used in the practical assessment of probability
distributions using, for example, the bisection or interval methods
e.g. [40]. Trade-off judgements are also likely to be relatively easy
because quantiles use the same scale as attributes. This suggests
that the three-quantile model may be a useful preliminary
screening tool before a more detailed evaluation is carried out.
This could select the most promising alternatives from a larger
set, or assess whether a choice is possible without needing a full
MAUT analysis. If probability distributions are to be assessed with
the bisection or similar method, any quantiles used by a pre-
liminary model could be used here too, so that a preliminary
model might not add much time or effort to the analysis. If a
quantile model is to be used on its own, our accuracy results as
well as the relative inaccuracies reported when assessing extreme
quantiles [1] suggest that upper and lower quartiles may be
useful additions to the median and extremes. We suggest that it
may be useful to structure the quantiles into scenario-like
arrangements by collecting together all the attribute evaluations
at a particular quantile. Although such an arrangement is not
necessary, we conjecture that some insight may be gained from
allowing decision makers to compare alternatives at their ‘worst-
case’, ‘best-case’ and some ‘intermediate’ levels of performance.

Several authors have called for decision analysts to pay greater
attention to scenario planning techniques [18,31], which are



464 LN. Durbach, TJ. Stewart / Omega 40 (2012) 456-464

well-established in strategic decision making. Our results indicate
that when a substantial number of futures are omitted a scenario
model performs relatively poorly. If one only considers the best-
performing versions of each simplified models (after excluding
models using optimal risk or quantile weights, as in Tables 3
and 4), a scenario model with 30% coverage gives a worse average
approximation to MAUT than any other simplified model. The
time and cognitive effort involved in constructing scenarios
means some omissions are probably inevitable. Scenario-based
MCDA may possess other advantages — generating insights into
uncertainty and novel actions are commonly cited benefits [39] -
but analysts should be aware that a scenario model, even if
correctly applied, will lead to a outcome that is more different to
MAUT than other simplified models. Sometimes an analyst may
for pragmatic reasons want to use scenarios but also wish to
obtain results that are close to MAUT. Our results suggest that in
such cases scenarios should attempt to capture mean perfor-
mances in as many futures as is practically feasible. This is quite
different to the philosophy of scenario planning, which often
advocates taking a small number of extreme positions when
constructing scenarios e.g. [39].

For the range of simulated problems, explicit risk models
performed relatively poorly. When no assessment errors are made
both explicit risk models can lead to poorer approximations of
MAUT than a model using expected values only. The variance
model does particularly poorly when risk weights are a fixed
multiple of attribute importance weights. Behavioral research
suggests that the elicitation and understanding of variance
information is difficult e.g. [16], and the assessment of weights
involving variances also seems a difficult prospect. In conjunction
with our accuracy results, this suggests that the variance model
must use Kirkwood’s [26] risk weights if applied in practice.

Our results suggest some directions for future research. In
behavioral decision research, potential influences on the ‘accu-
racy’ and ‘effort’ involved with decisions (operationalized in
different ways; see [32] for an overview) are routinely tested in
experimental settings. Future research might assess the effect of
uncertainty format on accuracy and effort in a ‘behavioral’ setting,
providing a bridge between simulation and real-world complex-
ity. It also seems crucial to build an understanding of the practical
issues surrounding the application of simplified models. Progress
has been recently made in applications of scenario models [31].
Our results suggest that applications of other models would be
equally welcome.
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