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Chapter 3: Opportunities, risk , legal and ethical considerations.
Analyzing and managing risk
Starter activity:
After reading resource book page 65, list down various rewards undertaking an enterprise:
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
Development activity:
Answers to activity 3.3 course book page 42
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….


Support notes:
[image: ]
Practice Activity:
	Key term
	definition

	risk-keen
	

	risk optimizers
	

	risk reducers
	

	risk averse
	



Now read the case study on course book page 43 and answer the question :

……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
……………………………………………………………………………………………………………………………………………………………….
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Risk and Reward

Business is risky. 36% of new businesses fail in the first 3 years. Only 10% of new businesses
make a good profit. Risks in business are unavoidable. Therefore businesses should plan — they
should try and identify the risks and also have plans as to how they will cope. There are 2
elements to this:

1. What is the chance of it happening?
2. What s the cost of it happening?

Only 1 in 5 new products are successful (80%) But businesses still launch lots of new products.
Why? Because the financial rewards can be high. For example:

A failed product might earn £10million where as a successful product might earn £50 to
£100 million. Therefore you have to decide whether their risk is worth the reward.

If the risks are high then why do people start in business? For the rewards ....
e Becoming wealthy
e The excitement

e The control
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