Risk

It would be very hard to find many human activities which are not characterised in some sense be the presence of risk and uncertainty.  Businesses face uncertainty at nearly every phase of their operations, although fortunately, some sources of uncertainty are sufficiently insignificant that they can be ignored.  Others, such as the loss of entrepreneurial management talent or the onset of sudden but severe competition, cannot be overlooked, but to a greater or lesser extent can be anticipated.  Decisions such a new product launches, company take-overs and major capital investment programs can be categorised as being risky in that their outcomes are difficult to predict accurately, and the consequences of wrong decisions can often prove to be quite costly.

Businesses sometimes seek ways to reduce the riskiness inherent in their activities.  They can obviously seek to insure such risks as fire, accidents, theft, etc.  However, in practice, they would hardly ever consider insuring a new product launch, precisely because, in doing so, they would transfer the rewards from risk-taking almost entirely to the insurance company. This would surely be untenable if the business had confidence and belief in its entrepreneurial talent.

The business might seek to insure the risks with another group or groups perhaps because of extreme technological uncertainties.  The European Airbus is just such an example of a joint venture.  The risk sharing activity involving European countries such as Britain and France.

Risk reduction can also be achieved through information and intelligence gathering.  New product launches can be improved by undertaking some form of market research into likely acceptance in the market place.

It should be clear therefore that whilst business can reduce risks, make contingency plans, and monitor future events carefully they cannot in any sense get rid of risky consequences entirely.  

