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MANAGEMENT OF ORGANISATION IN CONDITIONS OF
UNCERTAINTY

Matvii Maryn, PhD student.
Sumy State University, Ukraine

In the modern market, Ukrainian enterprises are faced with a relatively high
uncertainty in the external environment caused by a complex of macroeconomic,
sectorial, political and other factors. Effective organization management in modern
conditions is focused on innovation management, and, as you know, any change
introduces a risk to the organization's activities. To minimize possible losses in the
course of organizational changes, the reformation risks that may affect the quality of
products and services provided must be identified and assessed. For the most
effective result, all possible threats to the organization must be taken into account
when designing and implementing the general management system of the company.
Uncertainty is an objective phenomenon, which, on the one hand, is a component of
both the external and internal environment of any organization, on the other hand, it
is the cause of the constant “headache” of any manager. The complete elimination
of uncertainty, that is, the creation of unambiguous conditions for the flow of
business is as desirable for each entrepreneur as it is impossible.

The first to investigate the problem of uncertainty in the framework of
economic theory was the American economist Frank Knight (1885-1974). One of
the innovations proposed by the scientist is the distinction between the concepts of
"uncertainty" and "risk". The risk arises in a situation when all possible outcomes of
events and the probability of their occurrence are known, i.e. risk is a probability
assessed in any way. Uncertainty is understood as the case when the probability of
the occurrence of an event cannot be established. Thus, in the study of risk and
uncertainty, the concept of "probability" is of key importance (Knight & Frank,
2012).

Uncertainty can be assessed in different ways:

1. In the form of probability distributions (the distribution of the random
variable is known exactly, but it is not known what specific value the random
variable will take).

2. In the form of subjective probabilities (the distribution of random variables
is unknown, but the probabilities of individual events, determined by an expert
method, are known).

3. In the form of interval uncertainty (the distribution of a random variable is
unknown, but it is known that it can take any value in a certain interval).

4. In addition, it is known that the nature of uncertainty is shaped by various
factors.

5. Temporal uncertainty is due to the fact that it is impossible to predict the
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significance of one factor or another in the future with an accuracy of one.

6. The uncertainty of the exact values of the parameters of the market system
can be characterized as the uncertainty of the market situation (the ratio of supply
and demand).

7. The unpredictability of the behavior of participants in a situation of
detection of a conflict of interest also generates uncertainty, etc. (Constantoglou,
2020; Obeid et al., 2020).

Kravchenko T.K., Babkin A.E. and Golov N.I. Uncertainty is classified
according to its origins and its nature (Kravchenko et al., 2012).

1) According to the source of uncertainty, the following factors are
distinguished.

- Uncertainty of the environment may arise due to a lack of information about
the state of the internal or external environment of the organization of the decision
maker, about the phenomena in respect of which the decision should be implemented
due to the actions of other economic agents.

- Personal uncertainty arises in the event of contradictions in the actions of a
decision-maker. It may be due to the fact that different people perceive different
phenomena differently or have discrepancies in the formulation of goals and
objectives. As a result, decisions made can be unclear and ambiguous.

2) The second classification given by the authors mentioned above is based
on the nature of uncertainty. On the basis of the nature of uncertainty, probabilistic
uncertainty and uncertainty of confidence are distinguished.

When conducting a risk analysis, uncertainty negatively affects the reliability
of the results obtained and the validity of the resulting conclusions and decisions.
Because of this, the effectiveness of measures to protect and manage risk decreases,
and the total costs of organizations operating in conditions of uncertainty increase
(Thomas, 2020).

Evaluation of the effectiveness of managerial decisions is one of the most
crucial stages in the implementation of a number of strategic objectives that are
characteristic of the stage of implementation of the organization's strategy. The
validity of the decision made directly depends on how objectively and
comprehensively this assessment is carried out. The assessment of the effectiveness
of a management decision is based on a system of indicators that measure the effect
obtained from the implementation of the decision with its costs. The key issue is the
impossibility of expressing uncertainty in a numerical indicator, but the following
methods can be applied to analyze situations associated with uncertainty.

- Scenario analysis. This method is used for the strategic management of
processes with a high level of uncertainty. The scenario analysis should provide a set
of detailed descriptions of the sequence of events that, with a predicted probability,
can lead to the desired or planned end state or to possible outcomes, given the
scenarios of development. Three development options are often developed:
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optimistic, pessimistic, and medium-probability. The optimistic and pessimistic
variants should, as it were, form a trajectory tube, within which the real variant is
located (Halil et al., 2020; Le$niewski, 2019).

One, the most probable scenario, is usually considered as the baseline, on the
basis of which decisions on the choice of a development strategy are made. Others,
considered as alternative ones, are launched into implementation if reality begins to
correspond to their content to a greater extent, and not to the basic version of the
scenario.

- A decision tree is a method that is used to make decisions under conditions
of uncertainty and risk. This method is used when you need to make a series of
sequential decisions. A decision tree is a graphical method that allows you to
coordinate the elements of decision making, probable strategies, their consequences
with probabilistic conditions and environmental factors of influence.

The construction of the decision tree begins with the earliest decision, then
the possible results and consequences of each of the actions (events) are developed,
after that the choice of the direction of action is again determined (a decision is
made) and so on until all the consequences of the decision results are determined
(Greenwood & White, 2006).

The decision tree is based on 5 consecutive elements:

1) The moment of making a decision;

2) Point of occurrence of the event;

3) The relationship between decisions and events;

4) The probability of the occurrence of the event;

5) Expected value (consequences) - a quantitative expression of each
alternative located at the end of the branch.

The most effective solution for analyzing risks and uncertainty is the use of
methods in a complex, which will minimize the influence of inaccuracies
characteristic of each of them, and in the analysis process it is necessary to take into
account the influence of as many factors as possible. The most comprehensive
detailed analysis in conditions of a large number of influencing factors will increase
the efficiency and competitiveness of enterprises and avoid financial losses.
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