Hi! I’m Thomas! Let’s
continue with our course.
We are now in Chapter 3.

Welcome to Chapter 3!
MANAGEMENT OF UNCERTAINTY

wINGS - "Internationalization serious Game for Start-ups and entrepreneurs", is
an EU wide training about essential aspects of the internationalization process.
The wINGS course consists of 6 chapters: Global entrepreneurship mindset, Core
competences of entrepreneurship, Management of uncertainty, Intercultural
communication, Marketing skills and Business skills.

Throughout our Serious Virtual Game, you will be involved in real-life situations
of entrepreneurship and you will acquire the set of competences that will
prepare you for a successful internationalization adventure.
wINGS has been created by an association of six organisations specialized in
both education and entrepreneurship. If you want to obtain more information
about the wINGS project, do not hesitate to contact us on
https://wings.erasmus.site
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about in this chapter
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Skills and competences pursued
After this chapter
you will be able to:

●

Understand what uncertainty is and how to manage it

●

Understand the different levels of uncertainty in

entrepreneurial decision
●

Know the differences between risk and uncertainty

●

Know the differences between individual and collective

uncertainty
●

Understand how to cope with uncertainty

1. Uncertainty

Uncertainty [5]

During the dot-com era,
companies invested heavily in
expensive domains before
understanding their value.
When the bubble finally burst,
several companies
disintegrated, and thousands
of employees laid off.

•

Uncertainty is related to human nature and it is the most significant
reason for economic action [8].

•

You cannot measure uncertainty, you can only deal with uncertainty.

•

We look for certainty as much as we can: the more certain future events
are to take place, the better a business can prepare.

•

Since uncertain events are unique and difficult to plan for, they come
with even greater downsides for unprepared businesses.

Uncertainty has been
regarded as the most
significant challenge
faced by
entrepreneurs and
managers for
centuries [1]

DEFINITION
“Uncertainty is the insufficiency or imperfection
of knowledge or information critical to decisionmaking, concerning the past, present, or future
events, or conditions within and surrounding an
organizational system” [1].
From this definition it is evident that uncertainties
depend on various aspects: e.g. the environment
surrounding the new venture, lack of resources, product
technical specifications, and organizational concerns
[1].

2. Different levels of uncertainty in
entrepreneurial decision

Entrepreneurial decision making faces three different
types of uncertainty [8]
1.

Certain situation: when outcomes and all the possible factors, including their
impact on the outcomes, are known before the decision is taken;

2.

Uncertain situation: when outcomes and possible influencing factors are not
known;

3.

Risky situation: when decision makers are able to measure somehow the
uncertainty. Measurable uncertainty refers to a priori and statistical
probabilities (from data) that are associated to specific future events and that
are calculated by examining the existing information about the occurrence of
such events.

Different levels of uncertainty associated to economic decisions [8]

The uncertainty
associated to starting
and developing a
business is higher and
different
than the uncertainty
associated to gambling
[8].

Human actions under uncertainty [8]

Uncertainty in starting and developing a business
vs. Gambling [8]
•

It is assumed that the higher uncertainty is because goods and services
need to be produced in order to obtain necessary resources to consume.

•

Entrepreneurs deal with situations that are far too unique, generally
speaking, for any sort of statistical tabulation to have any value for
guidance (i.e. having an objective measurable probability or chance is
inapplicable).

•

Nearly all entrepreneurial decision face with case and absolute
uncertainty that is higher than gambling (i.e. it is arguably less risky
to play the money on a bet game rather than investing it in a business
or in a stock exchange. At least, in that bet game (lottery), the
probabilities are measurable by using frequency (class probabilities).

3. Uncertainty versus risk

Risk implies probabilities of
future outcomes that are
“knowable”,
whereas uncertainty implies
that these probabilities are
“unknowable” [1].

Certainty, Risk, Uncertainty chart [2].

Key Differences Between Risk and Uncertainty [3]
•

Risk is defined as the situation of winning or losing something
worthy. Uncertainty is a condition where there is no knowledge
about the future events.

•

Risk can be measured and quantified, through theoretical
models. Conversely, it is not possible to measure uncertainty in
quantitative terms, as the future events are unpredictable.

•

The potential outcomes are known in risk, whereas in the case
of uncertainty, the outcomes are unknown.

Uncertainty is inherent
in every business which
cannot be avoided, and
the business person has
no idea about what will
happen next.

Key Differences Between Risk and Uncertainty [3]
•

Risk can be controlled if proper measures are taken to control
it. On the other hand, uncertainty is beyond the control of the
person or enterprise, as the future is uncertain.

•

Minimization of risk can be done, by taking necessary
precautions. As opposed to the uncertainty that cannot be
minimised.

•

In risk, probabilities are assigned to a set of circumstances
which is not possible in case of uncertainty.

Uncertainty is inherent
in every business which
cannot be avoided, and
the business person has
no idea about what will
happen next.

Examples of Risk and Uncertainty [5]
•

Risk is when an online clothing store decides to sell
a new line of clothing, based on customer analysis.
Uncertainty is when that same clothing store
introduces a new, unrelated product without
research, such as a new furniture line.

•

Risk is when a company moves their processes and
data to the cloud. Uncertainty is when a major
outage affects multiple servers across the nation.

•

Risk is when an ad agency opens an office in a new
country. Uncertainty is when the country enters a
recession.

BASIS FOR
COMPARISON

RISK

UNCERTAINTY

Meaning

The probability of
winning or losing
something worthy is
known as risk.

Uncertainty implies a situation where
the future events are not known.

Ascertainment

It can be measured

It cannot be measured.

Outcome

Chances of outcomes
are known.

The outcome is unknown.

Control

Controllable

Uncontrollable

Minimization

Yes

No

Probabilities

Assigned

Not assigned

Comparison between Risk and Uncertainty [3].

Lets see another
comparison from a
different source.
The two tables
express similar
points.

Comparison between Risk and Uncertainty [4].

4. Collective uncertainty

How to differentiate individual uncertainty
from collective uncertainty
•

Unknown situation. Refers to situations in which the outcomes
of a given event are unknown.

•

Perceptual phenomenon. Refers to situations in which different
actors (an independent group) have difficulty in accurately
predicting a particular business aspect. As a result, particular
uncertainties are conceived, made sense of and reacted to
distinctively by different actors.

•

Collective dimension. Refers to the extent of uncertainty: the
number of actors affected by a particular uncertainty and/or
the number of actors that perceived a similar uncertainty.

Although many studies
have improved the
concept
of uncertainty, its
collective dimension, is
rarely addressed.

How to differentiate individual uncertainty
from collective uncertainty
•

Independent nature. Refers to the notion that it affects a
group of actors' decision-making or performance. Thus, it
does not only relate to collective effect uncertainties (how
will it impact me?). Entrepreneurs and their partners
might face collective uncertainties regarding the state of
the environment (how the customers' demand will evolve?)
or response (how the entrepreneurial firm and its partners
should react to a given market change?). Moreover, there is
a difficulty in accurately predicting a technical aspect of a
product or service by the actors.

Although many studies
have improved the
concept
of uncertainty, its
collective dimension, is
rarely addressed.

5. How entrepreneurs cope with
uncertainties

How to manage uncertainty and growth [6]

Diversify your products and services
Prepare for multiple outcomes
Know your numbers

Regain control of your time

Refine your business plan

Get quality control in order

Recognize opportunity to
grow

“Don't ignore how
much is beyond
your control but
never take your
focus off of what
is within your
control [6]”.

How to manage uncertainty and growth [6]
•

Prepare for multiple outcomes. Don’t try to guess what’s going to
happen next. Rather, try to consider multiple outcomes that are
within your control (e.g. how your customers perceive your
brand, how you motivate your employees, where you can expand
into untapped markets etc.). Focus on your products or service
improvements that you think the market will demand,
experiment new marketing strategies and pricing.

•

Refine your business plan. Keep on revisiting your business plan.
This way you can modify your strategy to meet your business’s
current situation, hence, updating your value proposition. Doing
this will help ensure that you remain on the right path to achieve
your goals while avoiding potential obstacles along the path (e.g.
start by talking to your customers, researching your competitors
and conducting a SWOT analysis).

How to manage uncertainty and growth [6]
•

Recognize opportunity to grow. Search for the signals that indicate
business growth. These could include regular customers which show
demand for your existing or new services, increasing profits, trend
indicating a general growth for the entire segment, or even the need for a
bigger team or outsourced help. To take note of such signals, one should
pursue a constant reassessment of all operational aspects of the
business.

•

Get quality control in order. Quality control is considered to be one of the
most important aspects in a business. It needs to remain under control
throughout, especially during times of uncertainty and growth. Despite
the fact it varies from business to business there are several common
approached that could be applied to ensure the consistent quality of your
products or services. One approach is to train your staff.

How to manage uncertainty and growth [6]
•

Get quality control in order (cnt.). “High-quality” must therefore be
defined in the scope of your business. Moreover, staff should be provided
with the information and tools that they need to do their jobs well.
Another approach is periodically organize team gatherings to assess
progress and identify areas of improvements. Usually the people who are
involved with the day-to-day management have many suggestions.
Another approach is to investigate some hard numbers with the quality
control team, such as the Net Promoter Score, which helps measure
customer satisfaction. Try to have control in place to collect feedback
from customers (e.g. send surveys to a representative group of
customers every six months)..

“Managing
uncertainty is
difficult, but it isn't
impossible. By
taking these steps,
entrepreneurs can
help their
businesses [6]”.

How to manage uncertainty and growth [6]
•

Know your numbers. Key financial numbers and other KPIs
need to be understood and well monitored. This helps in
making appropriate changes quickly. One should be made
aware of numbers such as leads, conversion rates,
transactions the team handles within a specific timeframe
and the average size of those transactions. Moreover, there
needs to be daily communication with the sales people,
ensuring that it is possible to pinpoint “leading” and “lagging”
indicators and find the ideal balance between them.

How to manage uncertainty and growth [6]
•

Diversify your products and services (cnt.). Irrespective of whether
you provide a service or product, think of how you can offer
additional offerings to your customers which compliment what you
are currently offering. Sample questions that will help decide on this
include “what target segments are you and your competitors
currently neglecting?”; “what operating model would best serve
these customers while driving profit?”; “would you invest in an
upsell strategy or introduce a second product line?”. Speak with
customers and team as well to identify and test new possibilities. At
the same time one need to remain true to your brand's message
while meeting other customer needs, making it a win-win situation.

How to manage uncertainty and growth [6]
•

Regain control of your time. In order to remain focused on tasks that
can grow your business, track how you and your team spend your
time. In turn, this keeps you in control. Yes, this is all about time
management! Moreover, constantly switching between tasks leads
to using different parts of the brain. Reducing these switches in the
brain helps one to work faster. As entrepreneurs, you should
automate and delegate as much as possible. Tasks that could be
automated for example include social media posts and recurring
billing. Tasks that could be delegated to your employees or even
outsourced include creating content or handling customer service,
allowing you to focus on more important tasks such as managing
uncertainty and growing your business.

How to manage uncertainty and growth [6]
•

The Youtube video [7] shows how Knowing your numbers can help
you deal with uncertainty. The presenter also discusses his Financial
security strategy that helps him cope with uncertainty:
https://www.youtube.com/watch?v=VATw0RIgPJo

PRACTICAL ACTIVITIES

1.

Identify if the following statements are true or false:

•

Outcomes and possible influencing factors are not known in uncertain situations.

•

An example of uncertainty is when a major outage affects multiple servers across
the nation.

•

Collective uncertainty is a strategy to manage uncertainty.

•

Lack of resources is an example of one aspect that can lead to uncertainty.

•

Uncertainty is related to human nature and it is the most significant reason for
social action.

2. Complete the following sentences:

a) Risk implies probabilities of future outcomes that are , ---------- whereas
uncertainty implies that these probabilities are -----------.
b) ---------- is when an ad agency opens an office in a new country. ----------- is when
the country enters a recession.
c) --------- is considered to be one of the most important aspects in a business.
d) Risk can be ----------- and quantified, through theoretical models.

e) Nearly all entrepreneurial ---------- face with case and absolute uncertainty that is
--------- than gambling.

DESCRIPTION OF A GAME SCENARIO
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