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ABSTRACT

Survivalbeingtherationaleforeveryorganisation,thereareinfinitedynamicswhichcontributeto
everyorganisationsgrowthandsurvival.Weighinginallthedynamicsavailable,iforganisationshave
tocontemplateontheonewhichactsascatalystforultimatesurvivalitisbusinessdecisionmaking
process.Riskisaninherentailmentthatexacerbatesorganisationaldecisionmakingeversincethe
dawnofindustrialization,withtheirreachproliferatingeversince.Inthepresentarticle,theauthors
articulatetheeffectivenessofriskassessmentmodelsonkeybusinessdecisionstotestifyhowrisk
modelsoperateinisolationandwhencombinedtogether.Authorsalsoanalysethesignificanteffect
riskmodelshaveonbusinessdecision,whichservesasjustificationfororganisationalefficiency.
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INTRoDUCTIoN

Life has ever been constantly evolving generation after generation from, ice age to information
technologyageonlybecause,mankindhasbeenclinicalwithhisdecision-makingskillsineachand
everygenerationwithaconstantvigourtosurviveandthrive.Decisionmakinghasbeenanimpetus
withinallthemattersinthisfuturisticworld,throwingsomelightintowhatmakesdecisionmakingso
important,isthepresenceofuncertaintyofoutcomeortobeprecise“Risk”thatisinherentinevery
decision.Decisionmakingisallaboutmakingtherightchoiceinthefaceofuncertainty,especially
inthecontextofpresentdayorganizations,whereallthedecisionsinvolvecertaindegreeofrisk
fromvariousspheresofbusinessactivities.Riskbaseddecisionmakingisthecultnow-a-daysthat
iscatchinguplikeawildfireineveryorganizationoutthere.

Foranorganizationtotakeeffectiverisk-baseddecisions,itsriskmanagementapproachhasto
bestrategicallylaidoutwithfuturisticviewofvariousriskseffectinggamutofdecisionswithinthe
organizationaswellasextrinsictoit.Riskmanagementisessentialforeveryorganization,keeping
thefactinmindthatriskisubiquitousandpeopleareacquaintedofthedamagethatitcancause
ifadecisiongoeswrong.Butstillorganizationsareoptimisticneverthanbeforewhileitcomesto
makingadecision,asallthebusinesseshaveaspectrumofriskmanagementtoolsavailabletoafford
asmileinthefaceofuncertainty.Furtherrisk-baseddecisionmakinginvolvesgettingsufficient,
relevant,timelyinformationaboutuncertaintytomakebetterdecisions.“Decision-makingisdefined
asachosenwayofconductingbusinessamongseveralalternatives;itistheessenceofplanning…”
(Weihrich&Koontz,1994).Managementisaphenomenonofthe21stcenturyandinpasthundreds



International Journal of Sociotechnology and Knowledge Development
Volume 10 • Issue 2 • April-June 2018

36

ofyearsofexistence,thewordmanagementhastransformedthewaywevieweconomicandsocial
contentwithasimpledecisionmakingparameterasitscore(Puseljicetal.,2015).Raghunathetal.
(2017)articulatedintheirarticlethatgreatertheorganizationsgrowwithtimethereliesagreater
responsibilitytodealandfaceoffwithubiquitousuncertaintiesinvariousforms.Thereareinnumerable
internalandexternalriskfactorswhichcaninfluenceBusinessdecisionsinorganizations,which
demandstheneedforriskassessmentmodelstomitigateinefficiencyindecisionmaking.Riskis,
basicallypossibilityoffinanciallossatanypointoftime.Itisusedasasynonymofuncertainty
andreferstothevariabilityofreturnsassociatedwithaninvestmentdecision(Powell,2011).As
theprojectsmaybeindependentormutuallyexclusive,itiscrucialtouseanalyticaltechniquesin
accordancewitheachspecificsituationanddecision.Theexistenceofuncertaintymakesdecisions
irrelevantandirrational,hencemanyfinancialdecisionsaretakeninpresenceofuncertainty,and
thusthemeasurementandmanagementofrisksbecomeincreasinglyimportant.Decisionstakenat
thepresenttimehavetheirresultsconditionedbyfutureeventsandmayinfluencethelateroutcomes
intheformofpotentialgainsorlosses(Bell,2009).

Merna&Al-Thani(2007)expressedthatduetothehighdegreeofthechangesintheglobal
venturesandenvironment,moreandmorecompaniesareacknowledgingtheneedandimportance
oftheriskmanagementintheirenterprises.Theglobalresearchconcerningtheimplementationof
theriskmanagementshowsthatinspiteofcertainproblemsthecompaniestrytoimplementtherisk
managementintothemanagingbusinessdecisions.

AsclearlyinterpretedbyJunkesetal.(2015)riskscenariosarediscreteoccurrencesthataffects
aprojectpositivelyornegatively,whileuncertaintyoccurswhen there isnosufficientandclear
informationavailabletodecisionmakers,reducingconfidenceonevaluatingalternativesandtheir
risks,thuscomplicatingdecision-making

Evidentlyriskinitsbasicsense,isthepossibilityoffinanciallossor,moreformally,thevariability
ofreturnsassociatedwithaparticularasset(Gitman,2010).Decision-makingbasedonrisk(Risk-
BasedDecisionMaking-RBDM)isessentialforaneffectiveandefficientmanagementofprojects
(Wang&Yuan,2011).

Moreover,inviewofriskassessmentimplementationininvestmentprojects,decisionscanbe
definedaswithaprocessoffivesteps(Samanez,2007;Lapponi,1996)1.estimatetheexpectedfuture
cashflowsfortheproject,2.determinethediscountrate(opportunitycostofcapital)todiscount
theexpectedfuturecashflows,3.Calculationthefinancialindicators,mainlytheNetPresentValue
(NPV)ofexpectedfuturecashflows,4.Settingupthecostoftheprojectandcompareitwiththe
NPVofthecashflowsoftheprojectand5.Takethedecisiontoinvestornotintheproject.Risk-
BasedDecisionMaking(RBDM)isprerequisiteforaneffectiveandefficientmanagementofprojects
(Wang&Yuan,2011).Risksaccordingto(Bergamini,2003;Jutte,2008;Jiang,&Ruan,2010)canbe
dividedinto9categorieswithregardtointernalandexternalriskfactorsasputinthroughFigure1:

Project and risk evaluation are important initial steps that may contribute to future project
management success.Apoor-quality riskassessmentprocessmaycompromise theobjectivesof
projectandwill turn riskmanagementmoredemanding. In thiscontext,notonlywhichmetrics
butalsohowandwhytheprocessisconductedbecomesimportant.Keepingtheaboveconceptsin
mindandgoingforwardintothereviewofliterature,themainthemeofthisarticleliesinoffering
interestinginsightsregardingtherelationshipbetweenriskassessmentmodelsandbusinessdecisions
andalsounderstandingthesignificantinfluenceofriskassessmentmodelsonbusinessdecisionin
makingthemeffectiveandefficientinthecontextoforganizationalsuccess.

REVIEw oF LITERATURE

Managementsurvivalorextinctiondependsuponmyriadthingsandspeakingoftheonecomponent
whichhasthatintensityandcharacteristic,eithertotakeanorganizationtotheninthcloudortothe
hellistheactof“DecisionMaking”.Decisionmakingshouldalwaysbeinlinewiththefrequencyof
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