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Example Models

» General business planning

• Cost modelling (e.g. development project with “chance chain”)

• Cash flow modelling

• Valuation: NPV and real options

» Individual drug development decisions

• Basic decision (decision tree, “chance chain”)

• Value of phasing, testing, and real options

» Project portfolios

• Basic aggregation

• Time axis uncertainty (e.g. revenue modelling)

» Optimisation

• Project schedule optimisation

• Facility optimisation
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Why use decision tree software?

Pragmatic reasons
» Provides visual representation

• Shows explicitly all those factors 
that are considered 
relevant/important (and implicitly 
those that are not)

• Improves decision structuring

• Aids communication

» (PrecisionTree) facilitates rapid 
changes to structure of model

• Addition/deletion of more choices

• Addition/deletion of more 
outcomes

• Forcing of branches, inbuilt 
sensitivity analysis

Quantitative reasons

» Implement (implicitly) optimal decision-

making using forward and backward 

calculation paths
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