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1 of 33 - Welcome
Welcome to this session on Risk, Measures of Success and Overcoming Failure.
In this session we will be covering:
· Risk
· Measuring Business Success
· Business Success
· Overcoming Failure
2 of 33 – Introduction 
An entrepreneur cannot avoid risk in a start-up and everyone knows that a large proportion of new businesses eventually fail. The trick is to understand the risk to your business and decide whether that risk is a risk worth taking.
If taking the risk pays off – great!
If not, how do you deal with it and carry on?
You should realise that if you start your own business, a certain amount of risk is involved.  If this is something you are not prepared for or can’t deal with, your business venture may not succeed.  You could be risking your own money or your reputation. Whatever the risk, you need to be prepared to deal with it if you are an entrepreneur.
3 of 33 – Types of Risk
Below is a list of different types of risk:
· Calculable risks are ones which involve a series of known factors that help you to predict the odds of success. For example, you might be able to work out from competitors financial reports that their customers drop by 20 percent during winter, so there is a good chance that yours will too.  
· Ambiguous risks are ones which involve some known factors and some unknown factors.  Concentrate on the known factors by working out probable outcomes based on existing data.  Research and quantify unknown factors as much as possible, to allow you to make a decision to move forward.    
· Total unknown risks are ones where there is no data to fall back on or research to be analysed.  
If you understand the differences between these risks, it can help you understand how to proceed.  
4 of 33 – Case Study
Read the following case study; The Olympics as a Story of Risk Management (2012):
https://hbr.org/2012/08/the-olympics-as-a-story-of-ris 

Now think about the following, making notes if you can: 
· What are the benefits of risk planning for the Olympic committee?
· What are the disadvantages of risk planning for the Olympic committee?

5 of 33 – What are the benefits of risk planning for the Olympic Committee?
Here are some ideas that you may have had when carrying out the activity:
Benefits
· If you plan in advance, it saves time, money and effort if things do go wrong.  
· You are well prepared for the event.
· It is a good advertisement if everything goes well.
· You will have additional staff and resources waiting that they could call on in an emergency.
6 of 33 – What are the disadvantages of risk planning for the Olympic Committee??
Here are some ideas that you may have had when carrying out the activity:
Disadvantages
· It is expensive to plan for every eventuality.
· You may have extra staff and resources waiting to be called in an emergency that you never use.
· If you have not thought of every possible scenario, something may go wrong that you have not planned for.  
7 of 33 – Case Study – Summary
Even when you take a risk, some of them won’t pay off and get the result that you need. Even risks that you have analysed, can fail. The important thing is to realise that you have tried, understand what went wrong and move on.  
When you start a business, you will find that you exaggerate the likelihood of failure. We tend to have a negative perspective and think that we will fail before we have even tried. We also have a tendency to exaggerate what will happen if things do go wrong.  
Being able to take that risk is often a sign of being an entrepreneur. Entrepreneurs are the ones who are willing to take risks. Sometimes they pay off and sometimes they don’t.  
8 of 33 – Business Success
There are many reasons why a particular business idea works while others fail.  
The entrepreneur may ask:
· Can it solve a problem?
· Are people willing to pay for it?
· Do I have the passion to drive this idea forward?
If the answer is YES to all of the above, then the entrepreneur may continue to pursue their idea.
9 of 33 – Business Finance
Many businesses can be started as a small idea, with a little funding. You don’t need millions of pounds to start up a solid business. Think about starting a small business and how much money you would need. 
If you do have a lump sum to start up your business, it can be difficult to decide:
· The most efficient use of the money
· How to split the money up
· What to buy initially 
· What to buy later
These are all real considerations that an entrepreneur needs to make decisions on.  
10 of 33 – Suitability of a Business Idea
See the lists below for more information about the suitability of a business idea.
Ideas
· An entrepreneur does not instantly decide on a business idea 
· They usually go through a long process to assess whether the idea is feasible or not 
· They may have a list of ideas and must decide on one of them with reasons for selecting it 
· They will also estimate and document the resources required to develop their ideas 
Evaluate
· They will look at how much time is involved in start up
· They will assess the skills, finance and premises required to get the business started
· They will look at their level of interest in the business idea and whether they have the commitment to see the idea through 
· A big part in the decision will be the likelihood of success or failure of the venture
Barriers
· They will look at access to prospective customers
· They will look at what the existing demand is for the product or service and estimated profitability
· Part of the process will be identification of major barriers for a start-up business, for example, large start-up costs, cash flow and licences
· Also, you need to take into account the longer-term benefits, for example, links with their initial vision, skills development and passion for the idea
Customers
· The business idea could be a product or service which may have features that appeal to typical ‘targeted’ customers, for example, age, location, interests and concerns
· They will examine the benefit to customers or consumers of the product or service
· They will analyse the benefits and features of the proposal. How they can get the idea to market and strategies for dealing with competitors
· They may also look at the more practical aspects of getting the business idea implemented, for example, ideas for financing, ideas for implementation and ideas for expansion
· Finally, they may identify ideas for closure, for example, selling or closing a business.
11 of 33 – Assess the Suitability of a Business Idea
For more information on the feasibility of business ideas, you may find the following article helpful.
https://startupbros.com/5-crucial-ingredients-of-the-perfect-business-idea/ 
The article discusses 5 Crucial Ingredients of the Perfect Business Idea. It covers:
· Will it make money?
· Will people respond to it?
· How likely is it to succeed?
12 of 33 – Feasible Business Ideas
It can be difficult to come up with feasible business ideas. Think about two products that could be brought together for the first time to create a new one? Don't be afraid to be unconventional. 
For example, the decision to combine a torch with a screwdriver was ingenious. It's now possible to work in dark areas without having to hold a flashlight. And of course, what would our mobile phones be without a camera?
13 of 33 – Current Business Environment
There are many things that will affect business start-up. These can be looked at on two levels, national and local.
National
· The main area that will affect a new business at a national level will be political issues. The entrepreneur may have to deal with the government at many levels
· They will also be affected by national government for things like taxation 
· The government will determine the level of taxation that companies are liable for. They will also set individual taxation levels for each wage bracket
Local
· The entrepreneur must decide on the best location for the business.
· If you have a business premises that you expect the customer to visit; will they be able to get to that business?
· Does it have transport links?  
· Does it have customer parking and is it costly?
· They may have to deal with their local government for things like licensing.  
· They must decide on the resources required to start up their business and if they can be sourced locally.

14 of 33 – Government Influences on Businesses
Think about how the UK government influences businesses.  
[bookmark: _GoBack]Some examples you may have come up with: 
· The government will have a huge effect on many economic issues and how they affect businesses, it will also depend on the political stance of the particular government.
· The level of employment is an important consideration, when starting a business, this may affect the location of the business start- up.  It may also affect the level of wages that will be paid to staff.
· Levels of inflation will affect how much potential consumers have to spend and will also affect the pricing of goods and services being sold.  Inflation will also affect the cost of loans.
· Exchange rates will affect how the business can work with countries overseas, affecting levels of import and export.
15 of 33 – Social Trends
See the list below for more information on how social trends can affect businesses.
Population
Population changes can have a huge effect on businesses, due to healthier living, some countries have increasing life expectancy, this would mean looking closely at new products to be provided and deciding their suitability for the particular market.  
Families
The changes to households and families have been significant over the past few years, with more cohabiting and the changes to family structure.
Education
Education for example, children staying in education longer and increasing achievements at school.
Labour
Labour market; most countries have seen changes to the people migrating to their countries; this has significant impact on those looking for work.  Also, the increase in flexible working hours means people are now working at different times or possibly working from home.  
16 of 33 - Technology Trends
Technology trends
We are now in a world where many people carry significant amounts of information on their mobile phones.  We are all using increasing amounts of information technology in our daily lives from phones to tablets.  The improvements in connectivity and web developments have also made the world a much smaller place.
Environment trends
We are seeing an increasing push towards renewable energy and recycling.  We are being encouraged by governments to think about how we dispose of our rubbish and how we use energy.  
17 of 33 – Measures of Business Success
Businesses are operated with success in mind. There is no point in starting a business, if the owner thinks that it will not be a success. Following the start-up process, it is essential to provide products or services that the customer desires.
But, how does an organisation know that what they are doing is successful?
What measures do they use to check their success?
18 of 33 – Targets
Definition:
Target
An objective or result towards which efforts are directed.
Organisations set targets and then try to meet them, if they are able to meet or exceed them, this would be classed as a success.
The benefits of target-setting
· Strategic visions can sometimes be difficult to communicate, but the company objectives can be broken down into smaller targets to make it easier to manage. By doing this, smaller targets become more like day-to-day operations which, once completed, move the organisation closer to their final goal.
19 of 33 – Types of Targets
Targets do not have to be monetary targets:
Types of target
· Complaints – keeping the number of customer complaints below a certain level each month
· Staff turnover – keeping a certain number of staff, with no resignations or terminations
· Profit – making a set level of profit over a given time frame
· Sales – selling a pre-set amount of goods
· Recognition – getting the company or owner noticed in the media
20 of 33 – Types of Targets – Complaints
If a customer complains about an aspect of their product or service, the organisation should:
1. Make a record of the complaint – record it in a way that gives meaning. Ensure that the information recorded can be checked and verified by both the customer and the organisation. 
2. Minimise the impact of the complaint to the customer – send them a replacement quickly or have someone repair the problem.
3. Make sure it does not happen again – use the data collected to compare against existing data, this may help pinpoint the area where the issue has occurred and allow a fix to be put in place.  
4. Never ignore customer complaints, as a pattern may be emerging and by the time the organisation realises, it may be too late.  
21 of 33 – Case Study
Research the headlines surrounding the recall of the Samsung Galaxy Note 7 and answer the following questions:
· How did the issue affect its customers? 
· What did Samsung do to minimise the impact of the issue? 
· How do you think the issue will affect Samsung in the long term? 
How is the issue affecting customers?
A man in Kentucky said he woke up to a bedroom full of smoke from a replaced Note 7, days after a domestic flight in the US was evacuated after a new device started emitting smoke in the cabin.
What are Samsung doing to minimise the impact of the issue?
Samsung has urged owners of the Galaxy Note 7 to turn off its high-end smartphone while it investigates new reports of the device catching fire.  The firm also said it would stop all sales of the phone.  Samsung recalled 2.5 million phones in September after complaints of exploding batteries, and later insisted that all replaced devices were safe.
How do you think the issue will affect Samsung in the longer term?
Customers will lose faith in their products. Samsung’s share price tumbled 7%, wiping billions of pounds off its value.
22 of 33 – Types of Targets – Staff Turnover
Definition:
Staff turnover - refers to the number or percentage of workers who leave an organisation and are replaced by new employees.
Staff turnover
· Excessive staff turnover can introduce excessive costs related to hiring new staff members. Replacing a staff member can be a lengthy process and recruitment is costly.
· It can also put extra pressure on the team when there is a shortage of staff, in turn lengthening processes and costing the organisation time and money; as well as straining existing staff with bigger workloads.
· High staff turnover can lead to many staff following suit, as they see their peers do the same. Those that stay can see their roles become more pressurized, as they take on other people’s workloads and see their roles change or take time out of their usual schedule to train new starters.
· As an organisation, taking steps to improve staff turnover will positively impact on future success. Costly recruitment processes can be avoided, and the organisation will retain skilled staff that are motivated and share the values and vision of the company.
23 of 33 – Types of Target – Sales
Many organisations set themselves daily, weekly and monthly sales targets.  Based on a huge amount of variables, they come up with a required sales figure that they would like to meet.  
Ideally, everyone in the organisation works to try to meet the set sales target.
If the organisation uses sales targets, this can help sharpen the focus of the workers by giving them something to work towards.

24 of 33 – Social Media for Business
We now live in a world where lots of business is conducted online and assisted by social media. Organisations are using social media to get their products noticed but also using it to gather feedback. Many organisations sponsor celebrities to show their products on Instagram and/or Facebook posts.
Social media gives an organisation the ability to get quick feedback on their products.
When introducing a new product or making changes to features of an existing product, it's common to experience a backlash among the current customer base. Think about every time a new Facebook feature is introduced.  After the initial negative reaction, customers adjust to the change and can usually identify legitimate user experience and design issues that were not identified during development.
Social media users for an organisation, will not only consist of current customers, but also potential customers, target customers and those who influence the industry. 
Can you think of any ways in which company success can be measured using social media? Why do you think they do this?
25 of 33 - Social Media for Business Continued
Some thoughts you may have noted down
· Can you think of any ways in which company success can be measured using social media?
A customer satisfaction survey link can be added to a twitter feed for the customer to complete.  
· Why do you think they do this?
It allows the company to keep track of their customers who use social media.  They can then send special offers and advertisements to the customer.  
26 of 33 – Overcoming Failure
You will find many sources of information stating how often business start-ups fail. Some reports state 9 out of 10 new businesses fail, others report 4 out of 5 fail. Whatever the figure, it is important to note that businesses do fail, but why?
Can you think of any reasons as to why business may fail?
You may have thought of the following reasons:
· Lack of money
· Poor management
· Lack of experience
· Shortage of product
· Quality of product
· Poor location
· Poor planning
· Trying to do too much 
· Not close enough to the customer
· The product is too similar to an existing product
Have a look at this article for some more reasons why business may fail; https://www.tutor2u.net/business/reference/business-failure 
27 of 33 – Understanding Failure
When a business fails it can be difficult:
· to understand what has gone wrong
· to pick yourself up and move on
· not to place blame
· to start another business
Understanding what has gone wrong; failure is not always a bad thing. If failure is looked at objectively, lessons can be learned, and strategies adopted to ensure future success.  
Moving on from business failure is difficult to do.  It is easy to give up and not venture into business again. It is easy to place blame on others or systems following failure. But careful analysis of the failure needs to be carried out to allow things to move forward.
Learning from mistakes can assist with future business ventures.
28 of 33 – Tips to Progress
Be positive by treating failure as a lesson, take from the experience what you can to allow you to move forward.  Make a list of what was done correctly and what was done incorrectly.    
Take stock of your assets by looking at what you have remaining from the business venture.  The assets may have the potential to assist with another idea.  If you recruited excellent employees, don’t cut ties with them.  Could they work for you in future?  Could they assist you in networking?  Make a list of your best assets.  
Sell off whatever you can to generate funds.  Use existing contacts to offload unwanted assets to gain funds in the short term.  You may want to store assets for future use.
Research by looking for other entrepreneurs who have failed and then built success.  Use their stories for ideas on how to move forward.  Akio Morita started Sony by selling a rice cooker that burned the rice. Thomas Edison actually failed more than 9000 times before he made the light bulb.  Research potential markets, customers and ventures.  
Start again by moving on to your next venture.  Use the failure as something to build upon, using the lessons you have learned from that failure.
29 of 33 – Question 1
Considering what you have learnt about benefits of social media to business success, please fill in the blanks in the text below, with the following words and phrases: Range, Features, Developing, Feedback, Ahead and Advantage. 
Social media allows a company to get a wide BLANK of BLANK on new products and BLANK, whether they are easy to use, whether they are worth BLANK in the first place, or what should be done next.  It helps keep a company BLANK if they can use the information to their BLANK.  
The correct answers are: 
Social media allows a company to get a wide range of feedback on new products and features, whether they are easy to use, whether they are worth developing in the first place, or what should be done next.  It helps keep a company ahead if they can use the information to their advantage.  
30 of 33 – Question 2
What type of risk being described here? 
Involves a series of known factors that help you to predict the odds of success. 
For example, you might be able to work out from competitors financial reports that their customers drop by 20 percent during winter, so there is a good chance that yours will too.  
A. Unknown
B. Ambiguous
C. Calculable
The correct answer is calculable. Involves a series of known factors that help you to predict the odds of success. 
For example, you might be able to work out from competitors financial reports that their customers drop by 20 percent during winter, so there is a good chance that yours will too.  
31 of 33 – Question 3
Which of the following are types of target?
· Complaints
· Staff turnover 
· Profit
· Sales
· Recognition
The correct answers were all of them. Complaints, Staff turnover, Profit, Sales and Recognition are all types of target you can set as a business.
32 of 33 – Question 4
Sort these business considerations into National or Local, by writing them into the table below:
· Political issues
· Level of taxation
· Location 
· Transport links
· Parking near by
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The correct answers are: 
	National
	Local

	Political issues
	Location

	Level of taxation
	Transport Links

	
	Parking near by



33 of 33 – End
Well done. You have completed this session on Risk, Measures of Success and Overcoming Failure.
In this session, we have covered: 
· Risk
· Measuring business success
· Business success
· Overcoming failure
If you have any questions about the topics covered, please make a note and discuss these further with your tutor.
