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1.0  About the Judgment Risk Indicator 

The Judgment Risk  Indicator  is  a 

behaviora l-based r isk  assessment that  

enables c l ients to gain s trategic and 

compet i t ive advantages by ident i f ying 

and developing top talent .  The 

assessment a lso helps to mit igate r isk  

by ra is ing red f lags to people who 

exhib it  r isk- tak ing behaviors that  

expose your  organizat ion to f inanc ia l  

loss,  l i t igat ion – or  worse,  such as : 

o  “Bet t ing the farm” 

o  “Playing i t  too safe”   

o  Throwing good money af ter  bad 

o  Fol lowing the crowd 

o  Missing oppor tunit ies 

o  Ignor ing under lying evidence 

o  Shor t- term think ing 

o  Overconf idence 

 

BEHAVIORAL ECONOMICS  

W hat makes the Judgment Risk  

Indicator innovat ive and what  

d if ferent iates i t  f rom other assessments 

is  that  i t  is  underpinned by the sc ience 

of  behaviora l economics and a branch 

of  study known as ‘dec is ion-mak ing 

under r isk  and uncer tainty’ .  The 

emerging f ie ld of  behaviora l economics 

draws on the scient i f ic  d isc ipl ines of  

psychology and economics to better  

understand human decis ion mak ing. I t  

was f irs t  be l ieved by c lass ica l  

economists that  when people make 

dec is ions, they general ly do so in a 

manner that best serves their  own self -

interes t.  In the 1950’s,  Herber t  Simon,  

a Nobel Pr ize 

laureate,  

p ioneered 

research that  

demonstrated 

people are not  

a lways as  

rat ional as  

once bel ieved.  

He coined the 

term “bounded rat ional i t y”  to  descr ibe 

the f ind ings that there are l im i ts to our  

abi l i t ies to reason,  and because of  th is,  

people of ten depar t  f rom rat ional  

behavior .    

Other researchers, most notably Danie l  

Kahneman and Amos Tversky, began to 

bui ld on the theor ies of  bounded 

rat ional i t y and the sc ience evolved in to 

what  is  now known as behaviora l 

economics, and the c losely l inked f ie lds 

of  behaviora l f inance,  exper imenta l  

economics, and judgment and dec is ion-

mak ing (JDM). A culminat ion of  

behaviora l economics research points  

to one absolute and f r ightening real i t y:  

that there are in ternal and ex ternal  

forces that  dr ive our dec is ions. These 

forces take the shape of  judgment 

b iases that of ten cause people to make 

poor dec is ions and behave ir rat ional ly.  

Ind iscr im inate by nature,  judgment  

b iases have a detr imenta l impact  on a l l  

dec is ion-makers, regard less of  a  

person’s age, educat ion, cu l ture or  

gender.  In fact ,  they are so sys tematic  

that certa in types of  i r rat ional behavior  

and bad dec is ions are very predic table.   

DECISION-MAKING UNDER RISK AND 

UNCERTAINTY 

In addit ion to uncover ing and 

scient i f ical ly quant i f ying new judgment  

b iases, Kahneman and Tversky a lso 
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pioneered a branch of  behaviora l  

economics cal led ‘dec is ion-mak ing 

under r isk  and uncer ta inty’ .  Kahneman 

was awarded a Nobel  Pr ize in  

Economics for  h is work  in th is f ie ld in  

2002 (unfortunately Tversky passed 

away beforehand).  

Dec is ion 

mak ing under  

r isk  and 

uncer ta inty 

research 

expla ins the 

ro les that  

r isk  

preferences 

and r isk  

appet i te p lay 

in dec id ing whether  a r isk  is  worth 

tak ing, and in determining how much 

people are wi l l ing to s take on i t .  This is  

very impor tant  in  r isk  management ,  

espec ial ly in cost and benef i t  analys is.  

The prudent r isk  management approach 

is  to weigh the r isks and rewards 

equal ly.  “Excess ive” r isk  appet i te and 

“reck less” r isk  tak ing of ten ar ise when 

r isks are mismanaged, or  ignored, in  

the pursuit  of  greater rewards. I t  is  a lso 

v i ta l  in helping to quant i f y what is  an 

acceptable level of  r isk  and what  is  not .   

The Judgment Risk  Indicator explo its  

the predic t ive powers of  behaviora l  

economics and dec is ion-mak ing under  

r isk  and uncerta inty to determine what ,  

i f  any, judgment b iases an ind iv idual is  

suscept ib le to.  Those who are more 

suscept ib le to  judgment  b iases are at a  

h igher r isk  of  mak ing errors in  

judgment.  As is  of ten the case, poor  

judgment trans lates into f inanc ia l loss  

and those losses are f requent ly 

ampl i f ied by r isk  appet i te – somet imes 

wi th catast rophic ef fect,  as the 

subpr ime cr is is  has c lear ly 

demonstrated.   

On the other hand, those who are less  

suscept ib le to judgment b iases are 

more apt to take calcu lated r isks and 

make more prof i tab le decis ions.  

Ident i f ying and developing these ta lents 

in people boosts job performance and 

creates strategic and compet i t ive 

advantages. The Judgment Risk 

Indicator can a lso supplement an 

organizat ions ex ist ing suite of  

assessment too ls ,  such as personal i t y 

tes ts,  to create a “whole person”  

approach to talent  management .  

 

2.0 Assessment Framework 

The assessment is  d ivided in to two 

par ts:  Judgment Bias and Risk  Appet i te 

PART I:  JUDGMENT BIAS 

Part I  of  the assessment analyzes two 

categor ies of  judgment b iases where 

people are known to depart  f rom 

rat ional  th ink ing:  Probabi l i t ies & 

Stat is t ics and Behaviora l Biases.  

Research shows that people have 

d if f icu lty judging r isk  because they 

of ten miscalcu late probabi l i t ies ( i .e.  

" 'odds" or  "chances") .   The Judgment  

Risk  Indicator assesses competenc ies 

in these areas and tests for  judgment  

b iases that are known to contr ibute to  

poor  bus iness and f inanc ial  dec is ions,  

such as: 
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o  Overconfidence  

o  Status Quo Bias  

o  Confirmation Bias  

o  I l lusion of  Valid ity  

o  Framing Effects  

o  Herding  

 People are f requent ly unaware of  

the ir  own judgment  b iases.  They are 

sometimes learned and, more of ten 

than not,  innate in a l l  of  us.  The good 

news is  that judgment b iases can be 

a l lev iated through educat ion. This  

begins wi th use of  the Judgment Risk 

Indictor  to d iagnos is  a person’s own 

indiv idual b iases and behaviora l  

change comes f rom Ups ide Risk ’s 

ta lent development program ‘Putt ing 

the “ I ” in  Risk Management ’.   

 

PART I I:  RISK APPETITE 

Risk appet i te is  assessed by 

determin ing the level of  comfort  a  

person has in tak ing business and 

f inanc ia l r isks. W hile some embrace 

r isk , o thers tr y to avoid i t  a t  a l l  cos t.  

Academic research has pr imar i ly 

focused on the r isk  appet i te of  an 

ind iv idual when invest ing (and 

gambl ing) the ir  own money.  The 

Judgment Risk  Indicator  is  innovat ive 

because i t  assesses an ind ividual ’s  r isk  

appet i te  when spending company 

money. This measure is  part icu lar ly 

impor tant because the global  

economics cr is is  was caused, in par t ,  

by reck less r isk- tak ing wi th others  

people ’s money. I t  is  measured by 

evaluat ing a person’s  r isk  appet i te in  

the context of  bus iness scenar ios that 

entai l  dec is ion mak ing under r isk  and 

uncer ta inty,  such as:   

 

o  Risk vs Return Preferences 

o  Percept ions of Risk 

o  Expressed Risk Behaviors 

o  Risky versus Safe Options 

 Risk  appet i te is  a personal  

preference. Having a high or low r isk  

appet i te is  not necessar i ly a good or  

bad th ing on i ts  own. However ,  i t  is  

v i ta l l y impor tant  to match the r ight  

person to the r isk- tak ing requirements  

of  a job ro le.  Poor judgment  in  

combinat ion wi th an excess ive r isk  

appet i te can be a rec ipe for  d isaster – 

par t icu lar ly in job ro les where there is  

of ten a lo t  at  a s take when tak ing r isks. 
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3.0 Product Benefits and Use 
 

Upside Risk  del ivers  three separate 

Judgment Risk  Indicator  (JRI)  repor ts  

that are used by c l ients in three d is t inc t  

ways:  

SELECTION: JRI Snapshot report -  

$100 USD)  

The JRI Snapshot repor t  he lps c l ients  

to make better  informed pre-

employment  h ir ing dec is ions: 

o  Ident i f y ta lent that  is  capable of  

tak ing calcu lated r isks which 

resul ts  in more prof i tab le outcomes 

o  Ident i f y ind iv iduals who f i t  the r isk  

tak ing requirements  of  a  job ro le 

o  The predic t ive nature of  the 

assessment helps  to prevent  

f inanc ia l loss and l i t igat ion before 

problems ar ise by ra is ing red f lags 

to ind iv iduals  of  concern  

o  Assessment  use demonstrates to 

stakeholders, regulators and others  

that  proper  due d i l igence is  

incorporated into your  

organizat ion ’s h ir ing pract ices 

 

DEVELOPMENT: JRI Training & 

Development report  -  $125 USD .  

Upside Risk  del ivers educat ional  

workshops that ut i l ize  the JRI Train ing 

& Development repor t  to develop ta lent 

and mit igate r isk  across the work force:  

Putt ing the “I” in Risk Management  
 

A workshop des igned to ra ise 

awareness of  r isk  in order to promote 

personal accountabi l i t y and l im it  

i r respons ib le r isk  tak ing at the 

ind iv idual and corporate levels.  

     

 

Calculated Risk Taking and Profi table 

Decisions 
 

A workshop des igned to develop ta lent  

and support  bus iness growth by 

provid ing key dec is ion makers wi th sk i l l  

set  required to take calculated r isks.  

 

BENCHMARKING: JRI Group 

Benchmark Scorecard -  $50 USD per 

person .  

The JRI Group Benchmark  Scorecard 

and Ups ide Risk ’s HRisk  Analyt ics help 

your  organizat ion to make better  

informed personnel  decis ions: 

o  Compare and evaluate the r isk 

prof i les of  groups of  ind ividuals such 

as teams, job candidates and 

departments 

o  Ident i f y and develop h igh potent ia l  

ta lent for  promot ion and leadership 

ro les  (a recent report  shows that a 

top performer outperforms an 

average one by 2:1)   

o  Mit igate r isk  by spot t ing areas of  

concern ear ly on 

o  Ident i f y people who are – and are 

not – a good f i t  for  the strategic 

d irec t ion of  your  organizat ion



Judgment Risk Indicator                                                                                                                      Upside Risk Corporation

 

 

5 

© 2011 Upside Risk Corporation. All rights reserved.                                                  

4.0   Report I l lustration and Content 

JRI SNAPSHOT REPORT – Cumulat ive Results of  Individual  Risk Prof i le  

Judgment Bias Scale Risk Appetite Scale 

Very High Risk of making errors in judgment (.65 to .80) Very High risk appetite (.65 to .80) 

High Risk of making errors in judgment (.55 to .64) High risk appetite (.55 to .64) 

Moderate Risk of making errors in judgment (.45 to .54) Moderate risk appetite (.45 to .54) 

Low Risk of making errors in judgment (.35 to .44)  Low risk appetite (.35 to .44) 

Very Low Risk of making errors in judgment (.20 to .34) Very Low risk appetite (.20 to .34) 

 

Key Risk Factor  Category  Risk Exposure  

      

Judgment Bias     

Sample Size Bias Probabilities and Statistics Very Low 

Base Rate Bias Probabilities and Statistics Very High 

Conjunction Fallacy Probabilities and Statistics Very High 

Gamblers Fallacy Probabilities and Statistics Very Low 

Overconfidence A Score Behavioral Bias Very Low 

Overconfidence B Score Behavioral Bias Very Low 

Time Discounting Behavioral Bias Very Low 

Confirmation Bias Behavioral Bias Very Low 

Illusion of Validity Behavioral Bias Very High 

Status Quo Bias Behavioral Bias Very Low 

Herding Behavioral Bias Moderate 

Framing Effects Behavioral Bias Very High 

Overall Judgment Bias   High 

      

Risk Appetite     

Status Quo Choice Dilemmas High 

Sunk Cost Loss Choice Dilemmas Very High 

Sunk Cost Gain Choice Dilemmas Very Low 

Perception  Investment Decisions Very Low 

Benefits  Investment Decisions High 

Behavioral Bias  Investment Decisions High 

Willingness to Pay Risk vs. Reward Very High 

Low Stakes Lottery Choice Moderate 

High Stakes Lottery Choice Moderate 

Overall Risk Appetite   High 
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JRI SNAPSHOT REPORT – Judgment Risk Indicator Matr ix 
 

The graph below is  ca l led the Judgment Risk  Indicator  matr ix .  I t  i l lustrates  a person’s  

overa l l  assessment  results  when their  Judgment Bias and Risk  Appet i te scores are 

shown together.  The scales  used to measure the resul ts  are a lso shown.  
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The overa l l  “normed” populat ion average is  represented by the purp le dot in the center  

of  the graph whi le the indiv idual ’s  results  ( “John Doe”)  are represented by the b lue 

dot.  This part icu lar  r isk  prof i le  would certa inly ra ise red f lags due to a “very h igh” 

Judgment Bias score that is  combined wi th a “h igh” Risk  Appet i te  score.  

 

 

Judgment Bias Scale (vertical Y axis)    Risk Appetite Scale (horizontal X axis) 

.65-.80 = Very High Risk of making errors in judgment .65-.80 = Very High risk appetite 

.55-.64 = High Risk of making errors in judgment  .55-.64 = High risk appetite  

.45-.54  = Moderate Risk of making errors in judgment     .45-.54 = Moderate risk appetite 

.35-.44  = Low Risk of making errors in judgment    .35-.44 = Low risk appetite 

.20-.34  = Very Low Risk of making errors in judgment    .20-.34 = Very Low risk appetite 
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JRI GROUP BENCHMARK SCORECARD – Judgment Risk Indicator Matrix 

The Judgment Risk  Indicator matr ix  is  a lso used by c l ients to compare the r isk  prof i les  

of  group members to the overal l  group average, and to compare group member to  

other members of  the group.   
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The overa l l  group average is  represented by the whi te dot  “Sample Populat ion”  p lot ted 

in the center of  the graph whi le group members ’ results  are represented by the  

colored dots  and let ters (A – F) .  

 

 

 

 

 

Judgment Bias Scale (vertical Y axis)    Risk Appetite Scale (horizontal X axis) 

.65-.80 = Very High Risk of making errors in judgment .65-.80 = Very High risk appetite 

.55-.64 = High Risk of making errors in judgment  .55-.64 = High risk appetite  

.45-.54  = Moderate Risk of making errors in judgment     .45-.54 = Moderate risk appetite 

.35-.44  = Low Risk of making errors in judgment    .35-.44 = Low risk appetite 

.20-.34  = Very Low Risk of making errors in judgment    .20-.34 = Very Low risk appetite 
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5.0   Judgment Risk Indicator 

Matrix Quadrants 

The Judgment Risk  Indicator matr ix  is  

d ivided in to four  quadrants star t ing in  

the upper lef t-hand corner and 

proceeding c lockwise. Keep in mind 

that the descr ip t ions for  each quadrant 

wi l l  change in magnitude as an 

ind iv idual gets fur ther away f rom the 

overa l l  group average score ( .50, .50).  

For  ins tance,  someone wi th the 

coord inates of  ( .76, .73) would be much 

more indicat ive of  the Red F lag 

quadrant descr ip t ion than someone 

located at ( .51, .53) .  

 

Quadrant  I  (Caut ion Zone)  – Upper 

Left  ( .20-.49, .50- .80)  

Ind iv iduals  fa l l ing in the Caut ion Zone 

are at a h igher r isk  exposure than other  

group members because their  judgment  

b ias resul ts  ind icate a h igher r isk  of 

mak ing errors in judgment.  This means 

they may be more prone to dec is ions 

that could resul t  in f inanc ia l loss . They 

general ly have a lower  r isk  appet i te  

than other members of  the group which 

means they are less comfortable tak ing 

r isks. A h igher r isk  of  mak ing errors in  

judgment in combinat ion wi th a lower  

r isk  appet i te may reduce the magnitude 

of  potent ia l  losses. 

Recommendation:  These group 

members should receive judgment r isk  

tra in ing in order to  help them see 

where they are mak ing their  errors  and 

how that perta ins  to the ir  work  

performance. A caut ious approach 

should be taken when moni tor ing the 

r isk- tak ing act iv i t ies  of  these group 

members. 

  

Quadrant  I I  (Red Flag Zone) – Upper 

Right ( .50- .80,  .50-.80) 

Ind iv iduals fa l l ing 

in the Red F lag 

Zone are at  a  

h igher r isk  

exposure than 

other group 

members because 

their  judgment b ias  

resul ts  ind icate a 

h igher r isk  of  

mak ing errors in  

judgment.  This  

means they may be more prone to 

dec is ions that could resul t  in f inanc ial  

loss. They general ly have a h igher  r isk 

appet i te  than other  members of  the 

group which means they are more 

comfortable tak ing r isks. A higher r isk 

of  mak ing errors in judgment in 

combinat ion wi th a h igher r isk  appet i te  

may increase the magnitude of  

potent ia l  losses.   

Recommendation:  These group 

members should receive judgment r isk  

tra in ing in order to  help them see 

where they are mak ing their  errors  and 

how that perta ins  to the ir  work  

performance. A v ig i lant approach 

should be taken when moni tor ing the 

r isk- tak ing act iv i t ies  of  these group 

members. Exerc ise ex treme vig i lance in  

cases where ind iv iduals deviate 

s ignif icant ly f rom the norm (e.g. far  

upper r ight-hand corner of  the Red F lag 

quadrant) .   
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Quadrant  I I I  (Profit  Zone)  – Lower 

Right -  ( .50-.80,  .20-49) 

                                          

Ind iv iduals fa l l ing in the Prof i t  Zone are 

at a lower r isk  exposure than other  

group members because their  judgment  

b ias resul ts  ind icate a lower r isk  of  

mak ing errors in judgment.  This means 

they may be more apt  at  mak ing 

prof i table decis ions.  They general ly 

have a h igher  r isk  appet i te than other  

members of  the group which means 

they are more comfortable tak ing r isks. 

A lower  r isk  of  mak ing errors in  

judgment in combinat ion wi th a h igher  

r isk  appet i te  may increase the 

magnitude of  potent ia l  prof i ts .  This r isk  

prof i le  is  ind icat ive of  people who may 

be more concerned with max imizing 

prof i t  than min imizing loss. 

Recommendation:  These group 

members may not need judgment r isk  

tra in ing except when their  work  

performance ind icates  that  i t  could be 

useful .  A more pass ive approach should 

be taken when monitor ing the r isk-

tak ing act iv i t ies of  these group 

members unless there are extenuat ing 

c ircumstances to bel ieve otherwise.  

Again, keep in mind that the descr ip t ion 

for  the Prof i t  Zone quadrant wi l l  change 

in magnitude as an ind iv idual gets  

fur ther away f rom the overa l l  group 

average score ( .50,  .50).   

Quadrant  IV (Safe Zone)  – Lower Left  

( .20- .49,  .20-.49) 

Ind iv iduals  fa l l ing in the Safe Zone are 

at a lower r isk  exposure than other  

group members because their  judgment  

b ias resul ts  ind icate a lower r isk  of  

mak ing errors in judgment.  This means 

they may be more apt  at  mak ing 

prof i table decis ions.  They general ly 

have a lower r isk  appet i te than other  

members of  the group which means 

they are less comfortable tak ing r isks. 

A lower  r isk  of  mak ing errors in  

judgment in combinat ion wi th a lower  

r isk  appet i te  may decrease the 

magnitude of  potent ia l  prof i ts .  This r isk  

prof i le  is  ind icat ive of  people who may 

be more concerned wi th minimizing loss 

than maximizing prof i t .  

Recommendation:  These group 

members may not need judgment r isk  

tra in ing except when their  work  

performance ind icates  that  i t  could be 

useful .  A more pass ive approach should 

be taken when monitor ing the r isk-

tak ing act iv i t ies of  these group 

members unless there are extenuat ing 

c ircumstances to bel ieve otherwise.  

Again, keep in mind that the descr ip t ion 

for  the Safe Zone quadrant wi l l  change 

in magnitude as an ind iv idual gets  

fur ther away f rom the overa l l  group 

average score ( .50,  .50).  
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6.0   Frequently Asked Questions  

Q :   W ho developed the Judgment Risk 

Indicator? 

A:   The Judgment Risk  Indicator was 

developed by Upside Risk  in  

co l laborat ion wi th Emory Univers i ty 

behaviora l economics professor C.  

Monica Capra.  Ups ide Risk ’s Founder & 

CEO, Tyler  D. Nunnal ly,  is  an 

accompl ished entrepreneur who gained 

exper t ise in behaviora l economics and 

dec is ion mak ing under r isk  and 

uncer ta inty whi le  work ing in  England 

wi th a sp in-of f  consultancy of  Oxford 

Univers ity.  The scor ing a lgor i thms were 

developed by experts in quantum 

phys ics and mathematics, and the 

psychometr ic  propert ies are suppor ted 

by a Ph.D. in Industr ia l /Organizat ion 

Psychology. 

 

Q:   How is the assessment del ivered 

and how long does i t  take to complete? 

A:   I t  is  del ivered onl ine and takes 

about  25 to 40 minutes to complete. 

 

Q:  How of ten should a person be 

retested and can a person’s  r isk  prof i le  

change? 

A:   L i fe c ircumstances such as a new 

baby,  marr iage, d ivorce,  health issues 

or career  change are known to have a 

profound ef fect on a person’s  r isk  

prof i le .  W e therefore recommend 

retest ing every 6 months to a year .  

 

Q:  W hat are the assessment ’s  

l im itat ions? 

A:   The assessment  provides a se lf -

repor t  measure and therefore ref lects   

 

how a person says they would l ikely 

behave in a g iven s i tuat ion. A person’s 

actual r isk  behavior  sometimes var ies  

f rom their  expressed v iews, par t icu lar ly 

when real money is  at s take. However ,  

research shows that  se lf - reports are 

va l id predictors of  how people wi l l  l ikely 

behave in  the workplace.   

 

Q :   How are the resul ts  standard ized? 

A:   Resul ts are based on a compar ison 

of  r isk  prof i les  f rom others who have 

previous ly taken the assessment .   

Ind iv idual results  are “normed” agains t  

the overa l l  tes t populat ion and a 

person’s score ref lects how they 

compare to others . Ups ide Risk  can 

a lso val idate the assessment agains t a 

c l ients ’  own populat ion. 

 

For further details please visit 

www.Upside-Risk.com  

or call +1.404.320.6047 


