GCSE Business Studies
1.1.4 – Risks and Rewards - Knowledge Organiser2.  Key Concepts

Risk is all about chance.

An entrepreneur needs to think about the chances a particular outcome could occur

Statistically, only one in five new products will actually be a success!
Does that mean businesses should never launch a new product?
NO!
They could try to:
Launch five products and home at least one works
OR
Make sure that one business idea works to make up for any failures they may have!

How can they help ensure success?

By thoroughly researching the market, their idea and listening to what potential consumers want or think.

Rewards
The main rewards for an entrepreneur are:
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A successful business!
Profit and Wealth
Independence to be your own boss and work by your own rules and conditions.
1. Key Terms

Risk
When an entrepreneur takes a risk to start up a business.
They could be risking any of the following:
Cash, time, expertise, security (they may give up a paid job to open their own business) 

Rewards
What an entrepreneur could gain by opening a business – e.g. Profit, A sense of achievement, helping others etc

Entrepreneur
Someone who takes a risk in order to set up a business 
Market Map
A representation of categories of current or potential customers for a good or service based on demographics, geography and other factors. A market map may also display the positioning of a product in the market, to indicate successful areas of market penetration and potential untapped areas for market expansion

Gap in the Market
Where no business is currently meeting the needs of a particular consumer or type of consumer

Capital
The money that an entrepreneur uses to invest in the start up or expansion of a business.




3. What are the main risks?

At the beginning of a business idea:
Identifying a gap in the market big enough to be profitable
Can the business raise enough capital?
Can the business get the right staff to make the business successful?
Can the business build up their customers and generate regular customers?

In the early days:
Make your initial customers come back for more
Running out of cash as you’ve bought a lot of equipment and may not have sold too much in the early days.
Running out of energy – it’s hard work starting a business!
Competing with established businesses.

When your business starts to grow/expand:
Overtrading – When you have too many customers and cannot meet the demand
Struggling to manage the rising wages, salaries, responsibilities etc.
Becoming complacent and  thinking you have “made it!”


