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Abstract

There is no "standard" method used as a panaceumedace decision-
making uncertainty. The technocratic approach omaggment is only valid
on a free-competition market, with equal chancesf@ryone. In practice,
this is a utopia. Knowledge-based economy chandes dxogenous
environment of decision, where the dominant aspaetsfor example: data
amount sometimes exceeds data-processing capagity,competitors have
the same information sources. A knowledge-baseshoeay has also
disadvantages, i.e. lower predictability. In margses, the most important
decisions and actions are not anticipated by araaization’s strategies.

Political methods for uncertainty absorption play @mportant part in
defining the socio-economic dimensions of a knayddshsed society. Ever
more often, regardless of their size, firms arernasted in taking part, either
individually or together with other stakeholderscgaomic or social
partners), in activities through which they can woh and influence the
future events that would impact the firms.

Both vulnerability and opportunity can only be defi as a result of a
proper evaluation of the factors involved in theivty of a firm and directly
influencing the way in which the operational andamizational optimum is
defined.

By methods using fuzzy number to evaluate the tguali various

relationships within and outside the organizatibe knowledge workers can
generate solutions based on logical criteria in diions of high

uncertainty.
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Introduction

The management of uncertainty has emerged as & fufctesearch rather recently compared with
other specialisations and has become establishedydw the efforts of experts in the insurance and
financial field. It has been noticed that, in a ondy of cases, the applied solutions which manager
resorted to in limit situations were well aheadanfy theoretical developments due to the unique
character and limited degree of generalisationdg@sion-making situation.

Many specialists argue that in practice the keysitmts and actions do not arise from the strategies
developed by the organisation (Yvan Allaire) but #ne outcomes of decisions made on the spot,
based on rational analysis performed over a veogytdime. Uncertainty has emerged as a distinct
phenomenon, which may be due both to the decisikens theoretical errors and to the inaccuracy
and incompleteness of available information.

An economic operator’s approach to uncertaintylésaly linked to the operator’s intrinsic features
(size, organisational structure, turnover, outpndustry, relevance of the activity, etc.) and he t
extrinsic features of the environment where it afes (level of development of the region,
infrastructure, product market, political and leffamework, etc).

In practice one cannot speak of a “standard” metlmetl as a single recipe that may facilitate the
reduction of uncertainty in decision making. Teatratic approaches to management are applicable in
most cases only under free market conditions, ifchvall participants have an equal opportunity to
influence their environment and pursue successs fdat is obvious in the context of the ongoing,

hard to predict crisis.

Yvan Allaire proposed three main strategic managerapproaches to uncertainty: i.e. technocratic,
structural and political approaches. Technocrapigreaches seek to anticipate future conditions by
means of quantitative and qualitative models. $ura¢ models focus on defining a structural context
that should protect the organisation from fluctoiasi in the environment and from random factors in
the environment. Political methods aim to gain oanover the immediate future not so much by
economic levers but by policy and legal ones ineortd eliminate or absorb uncertainty to a large
extent.

A further perspective has been developed by Hoéstdab proposes cultural methods of uncertainty
avoidance within an organisation and in relatioiith wociety, the environment, state institutiorts, e
Moreover, under the current circumstances, whenynra@ormal activities dominate the political and
social sphere, we would also like to highlight noetl focused on the strategic redistribution of
uncertainty, consisting either in the artificialsabption of uncertainty or in artificially creatirig
using different levers from those mentioned presipiiAlecu ).

In the knowledge-based society, paradoxically, slens made under uncertainty conditions occur
more frequently. Limitations arising from accessnformation, data processing, logical methods and
criteria selected at a particular point etc. insesthe number of sources of uncertainty in thest®ci
making process. In order to cope with the avalarafh@&ata” and “information”, companies have
developed departments in their organisational sirac specialising in knowledge-management
activities focused on analysing and ordering thésvrspace. The fundamental principle of the
knowledge-based society is the sharing of inforomatelated to the field, the regulations and norms
and the various opportunities for economic andad@ators. In reality, the situation on the grotnad
been shown to be different though. Most often, rimiation and knowledge have low levels of
transparency, are dissimulated in increasingly dexagystems and are even difficult to purchase.
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Often times, only membership in an “interest groupill offer a chance of survival/accurate
information.

Considerations on the concept of uncertainty

> Before describing the uncertainty absorption applues we must provide certain
clarifications of the concept and its treatment.

> The term uncertainty is widely used. It has seemiowa developments as
management theories have evolved. To define thisepd we must make a distinction between three
fundamental concepts:

> Certainty or strict determinism;

> First-order or reducible uncertainty (probability) the case in which a probability
can be associated to each decision-making option;

> Second-order uncertainty (uncertainty propettotal uncertainty, persistent
uncertainty) — a situation in which the probability of the acence of decision-making situations is
not known.

Certain researchers have added a fourth concepe-ignorancéor ambiguity:

> Third-order uncertainty, when neither the outcoroépotential courses of actions
nor probability of occurrence of natural states &mown.

It is assumed that the decision-making situatiamden uncertainty conditions of the second and ti
order are characterised by a low level of complesmof information and very limited degreem
accuracy of data. Compared with probabilistic dems, decisions made under uncertainty condit

are less structuréd This is due to a large extent ot the lack of rimfation needed to establish the

probability of the occurrence of natural statedliie context of which economic processes unfold. The
new conditions restricting the development of agiec are added to those in probabilistic models.

In approaching the decision-making processes umgegrtainty conditions in management, the view
expressed by I. Verboncu and O. Nicolescu is thstmwidely accepted. According to them, decision-
making under uncertainty conditions are definedimstions in which the probability of achievingth
objectives is high, yet there exist serious doalstto the course of action to be taken. The emplsi
thus placed on factoring in a large number of \@eis, some of which are insufficiently controllable
and whose evolution is difficult to forecast.

A different point of view from those outlined abogleals with uncertainty as a key characteristic of
life and as a source of progress, without distapdiself from the psychological view. Thus, in a
progressive approach, Orio Giarini stated that éwtaénty may be described as the sum of all

! Panait C. Nica et alManagementEditura Condor, Igi, 1994, p. 162

2 Oscar LangeDecizii optimelEN title: Optimal Decisions], Editurgtiintifica, Bucharest, 1970, p. 290

% Cilin Zamfir, Incertitudinea - o perspectipsiho-sociologiag [Uncertainty — a psycho-sociological
perspective], Editur8tiintifica, Bucharest, 1990, p. 21

“ Panait C. Nica et alManagementEditura Condor, Igi, 1994, p. 162

® Cilin Zamfir, Incertitudinea- o perspectivpsiho-sociologié [Uncertainty — a psycho-sociological
perspective], Editur§tiintifica, Bucharest, 1990, p. 107

® lon Stincioiu, Gheorghe MilitaruManagement: elemente fundamenfMenagement: fundamental issues],
Editura Teora, Bucharest, 1998, p. 207
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potential hazards around us, perceived or noté’sifincertainties must be accepted as a realitheas
raw material for development and as an opportunitynaturity and real growth

Thus, the transition from the state of crisis te #tate of opportunity becomes the ground on which
technocratic, structural, cultural and political pegaches make a difference in managing an
organisation. In the knowledge management proceggrtainties emerge on the path from collecting
data to gaining knowledge within the organisatiowl @re dependent on technological constraints,
accessibility, processing methods, theoretical nsodenployed, and, last but not least, the human
input.

Against the background of ever diminishing resosy@s the dependency on information, on social
and political contingencies, on technological cltegrejc. increases so does the importance of @litic

approaches. The requirement that everyone keep date with the legislation that their respective
field and its development implies a strategic ofyuty in the knowledge-based society. The

probability of lacking information or not being atied to a highly dynamic environment translates
into uncertainty and can results in missed oppdresiand the risk of falling into crisis or banktay.

There are many questions regarding the way in whicdmall or medium enterprise can become
involved with logically grounded arguments in thisanagement game. First of all, we aim to

distinguish to what extent can a small or mediunegieconomic operator be influenced by the game
of major actors. Consequently, we are naturallytte@sk: to what extent can the SME adapt to or
even contribute to shaping these contexts.

Palitical approachesto uncertainty absor ption

History has shown that practice has been far aloéatieoretical approaches, often times politics
interfering in the economic sphere both with pesitéffects, by encouraging development, and with

-negative ones, by protecting interest groups, sagunonopolies on the market, limiting the free
movement of labour, technology, capital or goodseaeing on the various orientations.

Thus it has become obvious that, under the cumiecumstances, it is no longer adviseable for SME
managers to structure their strategies only orr teehnocratic capacity to analyse and predictréutu
events and to plan according to such forecasts.rifjlpeous use of the firm’s whole potential in an
increasingly dynamic environment can only rely nganious strategies that shape the future contexts
in which the firm will operate.

Increasingly, regardless of their size, firms anteriested in being involved, either in partnershigh
other stakeholders in the environment (economisaaial partners), either individually, in activiie
that should shape and control the current contemts to predetermine the future events that may
affect them.

These approaches aimed at absorbing uncertainhg ysolitical levers primarily focus on three
directions:

Shaping the social and palitical context

Normally, the state, by virtue of its powers, meateguard the principles of market economy, and
legitimise and support its values. Practical exgaé has shown that each individual advantage
matters and that one of the major clients on theketas the state itself, a fact that must not be
neglected under conditions of financial or econoaonisis.

" Orio Giarini, Walter R. Stahelimitele certitudinii[Original EN title: The Limits to CertaintyEditura
Edimpres-Camro, Bucharest, 1996, p. 318, 327
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This course of action is required under the curmmumstances as central government authorities,
foreign governments and other external factorgfiette decisively in shaping the current and futofre
the enterprise. Managers cannot afford that thedudf their firm be determined by random variables
outside their control, as uncertainty can havegh fliost, sometimes even the very existence of an
organisation. As long as on an domestic, regionaiternational market there is a visible interfere

of political power, it is vital to assess and atseprovide feedback to each initiative that magnge

the economic balance on the market. We would liestress that such an approach is not an
incitement to break the law but rather to improvel ashape the political, economic and social
environment.

Parliament can impose strict regulations and pemitaws when the interests and actions of a
company clash with the opinions of society, and l#teer may exert pressure to secure a greater
contribution and commitment on the part of firmstie overall welfare, to the equal treatment of

sexual or ethnic minorities, to sustainable develept, to protecting and cleaning the environment,

etc.

In light of the above, the organization is requitedhave some level of control over its own desbgy
promoting and maintaining a favourable politicahtaxt for its business. In general, the actions$ tha
an organisation can engage in may be classifi¢ollass:

|. Activities aimed at gaining social legitimacy

These include actions that an organisation mayysuis order to secure the achievement of its
objectives and that focus on the dimensiorio&ct acceptance by civil society. At the beginning,

every social environment gives credlitdirectly only, a blank cheque (similar to the presumptio

innocence) to the good intentions and commitmehtanoorganisation. The moment when a Im
entity clashes with the civil society (over issuesiging from public health, the environment
discrimination, collective morality etc.), the digiociety will exert pressure on the legislativeddo

force an intervention in order to either fill a iglgtive loophole by punitive provisions or to @il a
particular activity of the organisation or the angsation itself.

Organisations must not treat the acceptance anpogupf communities in dismissive manner or
worse, turn them into open enemies. A prerequisitaur times is to survey the public opinion and to
engage in activities that will foster a favorablenate for the business. Systematic criticismshaf t
activities of certain firms have tended to evoluticalls for decisive action by the legislaturetto
government, especially in election years.

I1. Activities aimed at shaping the socio-political demnt according to the organisation’s interests

The shaping of the socio-political context mustlm@approached only in terms of active opposition t
certain legislative bills that are counter to therests and objectives of the firms or only iHaasSez
faire” manner. Nowadays the focus is increasingiyirdtiatives that promote the firm’s own interest
by means of policies and programmes that lead ppcat for the field of activity or industry of the
firm.

The success in promoting the interests of a firthalocal or central political circles can be sedu
by various methods, which include:

> Public information campaigns on the key issuesamimitments of the business community;

> Formal representation at political level (governtserand agencies thereof, legislative
commissions, economic commissions at local govemirteyvel, local councils, prefectures, etc.) in
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order to highlight (by verbal notes or by writtemerventions such as memoranda) the views and
interests of those it represents (i. e. the fidléapnomic activity, industry, employers’ asso@as,
business or professional groups, or even certamsfwith major impact locally, etc.). The easy a&sce
thus gained to political actors cannot be fully lexpd without solid argumentation based on
professional surveys and research that should Baphe experts of central and local government;

> Lobbyingd’ to defend the specific interests and developmijetotives.

Shaping the technological context

Guiding and cementing the main avenues of develapraktechnology using political levers has

become a priority, as the timeframes lacking mdjscontinuities have become increasingly limited.
The more the field of activity is dominated by highd technology, in particular automation and IT-
related features, the more such intervals are egfluthe emergence of new technologies that can
cause major disruptions in the development cycle @fm or of a product even leading to loss of
market share, the change of the field of activitgwen bankruptcy.

Several categories of activities may be considenstlyding:

> Using qualitative technocratic, reasoning method®tecast the emergence of technologies and
the strategic reorientation of activities to cog#éwviuture conditions;

> Specific fundamental research;

»  Taking steps to shape the market and competitignsditing national and international
standards, facilitating the registration of traddtea using laws to promote access to high-end

technology;

»  Taking structural actions to defend the organizaetiom technological risk.

Shaping the mar ket and the competition

Shaping the market and the competition is necesgarsidering the increasingly fierce competition in
the same product category, featuring constant dwday new firms, substitute products, elevated
flexibility of the customer pool, etc.

In order to exert effective control over the markit favorably shape its fluctuations, the orgditiaa
has several tools at its disposal:

> Market domination strategies — securing the besteption against market uncertainty, based on
strategies such as implementing a constant and rapovation process; substantial investment in
marketing; pre-emptive increases of the produatapacity, etc.

»  Vertical and horizontal integration; this can beiaged by means of a series of acquisitions and
transfers in order to dominate the market and émfie the competition environment; reducing the
exposure to a strong supplier or buyer is ofteneaeldl by vertical integration;

8 Ovidiu Nicolescu, lon VerbonciManagementEditura Economit, Bucharest, 1999, p. 87
° Al. P. Tacu, R. Vancea, S. Holban, A. Burdiuteligena artificiald. Teoriesi aplicafii in economidArtificial
Intelligence. Theory and applications in economiEslitura Economit, Bucharest, 1998, p. 84
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> The transfer of risk and uncertainty to other fegto

> Using certain instruments to discipline the contpeti reducing the vulnerability of the
organization to the behavior of large competitomé has become a necessity due to the expanding
arsenal of marketing strategies, the reinventiothefsame product, the higher rate of new product
launches all leading to an almost continuous prooésarket and industry modification.

In the case of SMEs, caution and mutual suppagtnted to cope together to the uncertainty derived
from fluctuations in demand occurring with any cparn the status quo, have become particularly
important in developing the companies’ policiesjmed with the need for discipline by engaging in
“positive” constructive rivalry, based on rules asmmmitments and even on cooperation strategies.

Using elementary triangular fuzzy numbersin assessing theinfluence of policies

Normally, the state, by virtue of its powers, meateguard the principles of market economy, and
legitimise and support its values. Practical exgeeé has shown that each individual advantage
matters and that one of the major clients on theketas the state itself, a fact that must not be
neglected under conditions of financial or econoanisis.

The analysis of the influence on the field of atgiwf the manner in which the firm can cope with
changes in regional or national policies can besictamed a process under uncertainty conditions.

To conduct such an assessment process, we prdpossd of nuanced triangular numbers, precisely
because of the difficulty to quantify exactly oopabilistically both the economic indicators and th
socio-economic, technological etc. influencing dast

45

Let us take as a case study the following possibectical example. In order to support
development of the business environment in thel fiélbread industry, employers and labour unions
propose several measures to be included on thegganda. There are various divergences related to
the ways and extent that this will affect each et We therefore propose the use of the Abraham-
Wald method, maximax and Hurwicz, in a complex pescof analysis of the impact of such possible
measures.

We will consider three possible strategies, to $&essed in qualitative terms based on the possible
evolution of indicators related to the market, fimancial state, the economic state and the teahnic
state.

A matrix of consequences is generated, consistinigree decision-making situations, assessed based
on four criteria.

Table 1 The matrix of consequences with fuzzy nusibe

MI Fl El Tl
V1 [1,5;2;2,5] [12;18; 20] [12;15; 16] [65; 70 ; 85]
V2 [1,1;2,2;2,6] [14;17; 21] [13;14 ;18] [55; 65; 80]
V3 [1,6;1.9;2,2] [13;19; 22] [11;13;15] [60; 70 ; 75]
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In this matrix we made the following notation:
MI- indicators related to the market
FI - indicators related to the financial state,
El - indicators related to the economic state

TI -indicators related to the technical state

In our application we will use O.Gherasim point\wéw. In this case all operations with fuzzy
numbers use the associated canter of gravitie$ (&t specials associated ranking criteria. We wil
determinate the matrix of utilities with equal welig}

The matrix of utilities with equal weights

In our application we will use the point of view ©f Gherasim. In this case all operations with yuzz
numbers have a special associated gravity centkraaspecial associated ranking criteria. We will
determinate the matrix of utilities with equal wetig}

The matrix of utilities with equal weights

Mi Fl El TI

V1 [-1.597 ; 0.347 ;1.718 ] [-0.800 ; 0.0000.800] [-0.337 ; 0.204 ; 0.786] [-0.6000;200 ; 1.200]
V2 [-2.226; 0.613 ; 2.016] [-0.740 ; -0.0801.100] [-0.286 ; 0.143 ;1.000] [-0.5000,000 ; 0.500 ]
V3 [-0.605 ; 0 ; 0.605] [-1.400. ; 0.2002;000] [-0.286 ; 0.000 ; 0.286] [-0.520 ; 4D1; 0.640]

Will have to choose the best options after apfbraham-Wald, maximax and Hurwicz methods.
Application results are presented below:

MaxiMax CG Abraham-Wald CG Hurwicz(o=0.5) CG
V1 [-0.600 ; 0.200 ; 1.200] 0.250 [-0.800 ; 0.000 ; 0.800] 0 [-0.700; 0.100; 1.000] 0.125
V2 [-2.226; 0.613 ; 2.016] 0.254 [-0.500 ; 0.000 ;0.500] 0 [-1.363; 0.307;1.258] 1.127
V3 [-1.400. ; 0.200 ; 2.000] 0.250 [-0.605 ; O ; 0.605] 0 [-1.002;0.100;1.302] 0.125

Note that not all options are clearly differergiht We will
According to the Wald method, the order is: V13 ¥V2

apply the ranking criteria assodiate

After MaxiMax method, the order is: V2> V3 > V1,darafter Hurwicz¢= 0.5) method, the order is
V 2> V3>V1.
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Conclusions

Within a Knowledge Organization a large proportidacision problem is based on qualitative
assessment of specialists in the field of knowledge

By using variable centers of weight associatedutzzy number, we try, through a multidisciplinary
approach, to develop and complete the portfoligalitical instruments that managers can use for
decision-making foundation.
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