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Preview

Advanced Physical Therapy offers physical therapy 
services at outpatient clinics and work conditioning 
centers. At the end of this unit, you will learn about 
Advanced Physical Therapy founder JoAnne Jonathan 
and how she achieved her success.

Decision Making Do you take any steps to manage 
risk in your life?

Real-World Business 
and Career Profi le

Unit 11 Thematic Project Preview
Understanding Risk After completing this unit, 
you will research ways that insurance can help you 
protect valuable property.

Project Checklist As you read the chapters in 
this unit, use this checklist to prepare for the unit 
project.

✔ Think about what valuable property you 
might want to have in the future.

✔ Think about why you will need to have 
insurance for your property.

✔ Look for insurance agents in your community 
to learn more about the different types of 
insurance.

✔ Think about the types of jobs and careers 
available in the insurance industry.
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Chapter 33

The Basics of Risk Management

After completing this chapter, you will be able to:

 Section 33.1  Types of Risk

• Discuss risk and risk management.
• Describe different types of risk.

Section 33.2 Handling Risk

• Describe four ways that individuals and businesses can handle risk.
• List types of insurance protection.

Ask

Q: How does a bank assess its risk when making a large loan to a company?

A: Credit risk is the possibility that a company may not make timely payments on its 
outstanding debt. In the worst cases, the company never pays back what it owes. 
Banks must assess a company’s credit risk before they decide whether to grant a 
loan to the company. Using various credit risk assessment templates, banks deter-
mine the credit scores, the probabilities of default, and rating estimates of the com-
pany. Based on this information, they may grant the loan or decide not to if the 
risk is too great.

Mathematics Danielle has $1,800 in credit card debt and still owes $6,200 on her car. 
Her annual income is $32,000. She has requested a credit line from the bank. Before 
granting her the credit, the bank must calculate her debt-to-income ratio. If the bank’s 
cutoff for granting credit is 0.35, will she be eligible?

 Calculating Ratios A ratio is a comparison of two numbers using division. 
Ratios are usually written in simplest form, so the ratio “8 out of 10” is written 4 to 
5, 4:5, or . Sometimes a ratio is represented as one number as either a percent or a 
decimal.

The Basics of Risk Management: 
Credit Risk Assessment

586    Unit 11  Risk Management



Photo Credit: vlkjdf;lkjeijeojf;ldkjl;dskfj;

 Managing Risk Businesses face many 
different types of risk. Why do you think it is 

important for people to know what risks a 

business might face?
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Section 33.1

Types of Risk

Read to Learn

• Discuss risk and risk management.
• Describe different types of risk.

The Main Idea
Everybody faces risk that can lead to 
loss, injury, or even death. Individuals and 
businesses can use strategies to manage risk 
as ways to reduce or avoid loss.

Key Concepts

• Risk Management
• Types of Risk

Vocabulary
Key Terms

risk
risk management
insurable risk
insurance
uninsurable risk
controllable risk
uncontrollable risk
pure risk
economic risk
human risk
natural risk

Academic Standards
English Language Arts

NCTE 1 Read texts to acquire new information
Mathematics

Algebra Use mathematical models to represent and understand quantitative relationships

Go to the Introduction to Business Online 
Learning Center through glencoe.com for 
a printable graphic organizer.

Think about the various types of risk that you face in your 
daily life.

Types of Risk Examples

Insurable

Uninsurable

Controllable

Uncontrollable

Academic Vocabulary

You will fi nd these words in your reading and 
on your tests. Make sure you know their 
meanings.

criteria
minimize
decade
occurrences

Graphic Organizer
In a fi gure like the one below, give examples of 
each of the four types of risk.
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Risk Management
All people and businesses make decisions that create risk. 

A risk is the possibility of loss or injury. You face risk daily. 
Some types of risk may be easier for you to tolerate than oth-
ers. For example, if you ride in a car, bus, train, or plane, you 
take the risk of having an accident. You can also fall down the 
stairs at home or at school. Business risk is risk that businesses 
specifi cally face, such as the potential for fi nancial loss. You 
cannot eliminate all risk, but you can reduce and manage it. 
Risk  management is the systemic process of managing risk to 
achieve your objectives.

Defi ne What is risk?

Types of Risk
There are several different types of risk. Risk may be insurable 

or uninsurable, as well as controllable or uncontrollable. Risk can 
be further identifi ed as pure, economic, human, or natural risk.

An insurable risk is a risk that meets an insurance company’s 
criteria for insurance coverage. Insurance is paid protection 
against loss due to injury or property damage. Drivers who have 
vehicle insurance present insurable risk. Uninsurable risk is a 
risk that is unacceptable to insurance carriers because the likeli-
hood of loss is too high. A store owner might have diffi culty 
fi nding insurance for a shop that is located in a fl ood zone. 

Planning to Manage RiskFigure 33.1  Are You Prepared? Being 
prepared to face risk is an 
important way for businesses 
to manage the possible 
consequences. Which step do 

you think is most important?
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 Controllable risk occurs when conditions can be 
controlled to minimize the chance of harm. Envi-
ronmental damage is a controllable risk that, in 
many cases, can be prevented. An  uncontrollable 
risk cannot be controlled. For example, risk involved 
in doing business in the global marketplace cannot 
be controlled.

Pure Risk
A pure risk is the threat of a loss with no oppor-

tunity for gain. If you drive a car, for example, you 
run the risk of being in an accident and suffering 
loss and/or injury. Your insurance company will not 
issue you funds for avoiding an accident. Therefore, 
if you avoid an accident, you do not have an oppor-
tunity for gain. Of course, you would still try to drive 
carefully and avoid accidents. Businesses run the risk 
of loss from employee theft, burglary, bad checks, 
and accidents involving customers and employees. 
Businesses do not receive insurance funds for avoid-
ing fi nancial losses due to these occurrences. The 
purpose of insurance is to hedge against the risk of 
potential fi nancial loss.

Economic Risk
Economic risk occurs when there is likelihood of economic 

loss. Even if you are very careful, you will not be able to avoid all 
risk. You can, however, protect yourself against economic loss. 
For businesses, economic risk results from changes in overall 
business conditions. If businesses fail to change their products 
when competitors offer more features, they may lose sales and 
face economic harm.

Economic risk can be related to property and to your own per-
sonal well-being. It can be placed in three categories: personal 
risk, property risk, and liability risk. Personal risk is risk associated 
with illness, disability, loss of income, unemployment, aging, 
and premature death. Property risk is the risk of damage to or loss 
of property due to theft, wind, fi re, fl ood, or some other hazard. 
Liability risk is the potential for losses to others that occur as a 
result of injury or damage that you may have caused.

Identify What are the categories of economic 
risk?

Human Risk
Human risk is the risk of harm caused by human mistakes, 

dishonesty, or another risk that is attributed to people. Risk may 
be caused by people who are careless or dishonest. A friend might 

Conduct in the Workplace

 Critical Reading Life is full of 
important decisions. Think about the 
kinds of decisions that you make as 
you read the question below.

 You are the head of the human 
resources department for a small 
company. Your company has 
experienced a rash of thefts. Several 
employees have mentioned their 
suspicions about one particular 
employee. However, no one has 
come forward with evidence against 
the employee.

 Decision Making Should you 
confront this employee or conduct a 
search of his or her work area? What 
should you tell the police? Explain 
your answer.

Think about the 
losses businesses 
can incur from bad 
checks.

590    Chapter 33  The Basics of Risk Management



borrow something from you and damage or lose it. You might 
lose money to someone who snatches your wallet or purse. For 
businesses, human risk ranges from the fi nancial impact of theft 
or embezzlement to job-related injury or illness.

Customer Dishonesty Human risk can be caused by customer 
theft, fraudulent payment, or nonpayment. Losses due to shop-
lifting are passed on to consumers through higher prices. Price 
increases are needed to pay for inventory shortages, security 
personnel, and the installation of theft prevention systems. 
Other examples of customer dishonesty include nonpayment of 
accounts or the use of stolen checks or credit cards.

Employee Risk Employees represent another human risk to 
businesses. Employees may cause loss. Companies depend on 
employees to do their job well. For example, commercial airlines 
prepare crews for emergencies caused not only by mechanical 
problems but also by human factors. If a fl ight attendant fails to 
keep an aisle clear, a passenger could trip and fall, break an arm, 
and sue the airline. Accidents like these can be fi nancially devas-
tating to a small business. The possibility of employee theft poses 
another risk to businesses.

Computer-Related Crime Over the past decade, computer-
related crime has emerged as a signifi cant new human risk to 
business. Malicious programs called computer worms or viruses 
can be inadvertently downloaded by employees and can wreak 
havoc on internal computer networks and communication sys-
tems. Hackers may break into computer systems to gain access 
or information for mischievous or criminal purposes.

 Natural Disasters 

Damage from a tornado 
can be devastating. What 

type of risk does a tornado 

represent?

  Types of Risk    591
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Computer crime is committed by many different kinds of 
people—from current or past employees to professional cyber 
thieves. Businesses can reduce computer crime by keeping com-
puter networks secure and using passwords, encoded fi rewall pro-
grams, and virus detectors. Employees can be trained on privacy 
policies and proper handling of confi dential information.

Crime Prevention People try to avoid risks associated with 
crime by taking precautions at home and in public. To protect 
against theft, many businesses install closed-circuit TV systems 
and point-of-service terminals that generate reports. They also 
thoroughly review job applicants. To protect against losses 
due to bad checks and credit cards, they use check-reader and 
credit-authorizer machines. Companies hire security guards and 
install high-quality locks, proper lighting, and alarm systems.

Natural Risk
A natural risk is the possibility of a catastrophe caused by a 

fl ood, tornado, hurricane, fi re, lightning, drought, or earthquake. 
These natural occurrences can cause damage or loss of prop-
erty. Some risk is caused by people and is also called natural risk. 
Power outages, oil spills, arson, terrorism, and even war are clas-
sifi ed as natural risk.

Section 33.1

Review Key Concepts
 1. Why do businesses and individuals practice risk management?
 2. What are the four main types of risk discussed in the chapter?
 3. Describe some types of human risk.

Academic Skills
 4. Mathematics Your auto insurance pol-

icy has a bodily injury ratio of 1:4. This 
ratio describes the relationship between 
the maximum coverage for individual 
bodily injury and all bodily injury. If the 
most the policy pays for individual bodily 
injury is $150,000, what is the most it 
will pay for all bodily injury?

 Ratios A ratio is a comparison 
of two quantities. A ratio of 1:2 means 
one part of the fi rst quantity to two parts 
of the other. If the fi rst quantity is 10, fi nd 
the second quantity by multiplying by 2 to 
get 20.

Go to the Introduction to Business Online Learning Center through 
glencoe.com to check your answers.

For math help, go to the 
Math Appendix.

Weather Disasters 
The United States 
sustained 67 weather-
related disasters 
between 1980 and 
2005, in which overall 
damages and costs 
reached or exceeded 
$1 billion at the 
time of each event, 
according to the 
National Climactic 
Data Center. How 
can businesses and 
people prepare for 
such disasters?

 Real Real  World World
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Handling Risk

Think about what you do to handle the risk you face in your day-to-
day life.

Read to Learn

• Describe four ways that individuals and 
businesses can handle risk.

• List types of insurance protection.

The Main Idea
Risk of loss can be avoided, reduced, retained, 
or transferred. Insurance is a way to transfer 
the risk of loss to an insurance company, which 
agrees to cover you economically if certain 
types of risk result in a loss.

Key Concepts

• Handling Risk
• Insurance Protection

Vocabulary
Key Terms

premium hazard
peril insurance policy

Academic Vocabulary

You will fi nd these words in your reading and 
on your tests. Make sure you know their 
meanings.

retain undergo
mode conversely

Graphic Organizer
In a fi gure like the one below, list and describe 
four ways individuals and businesses can 
handle risk.

Academic Standards
English Language Arts

NCTE 1 Read texts to acquire new information
NCTE 3 Apply strategies to interpret texts
NCTE 12 Use language to accomplish individual purposes

Science

Content Standard G Students should develop understanding of historical perspectives in science

Go to the Introduction to Business Online 
Learning Center through glencoe.com for 
a printable graphic organizer.

Section 33.2

Ways Businesses 

Handle Risk

glencoe.com Section 33.2  Handling Risk    593
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Handling Risk
Since you cannot completely avoid all risk, you must learn 

to handle it. There are four ways to handle risk. You can avoid, 
reduce, retain, or transfer risk. Most people and businesses use a 
combination of all these methods.

Risk Avoidance
Avoiding risk involves thinking about the consequences of 

decisions. For example, you could avoid the risk of a train acci-
dent by never riding a train. However, this would eliminate a 
mode of transportation that is considered very safe. In many 
cases you can avoid risk, but sometimes it is not practical to do 
so. For a business, risk avoidance means refusing to engage in a 
particularly hazardous activity. For instance, market research can 
lead a business to conclude that investment in a product or ser-
vice is not worth the risk. All business decisions should be made 
with consideration of the potential for benefi t and for risk.

Reader and Case Study

Winning the Game of Risk

Some pros say investors aren’t paying enough 

attention to risk. Here are some smart steps 

to help protect your investments.

This may sound amazingly self-evident, but 
it’s worth repeating: Investing is inherently risky. 
And too much risk may be hazardous to your 
fi nancial health. Anyone who has ever watched 
a stock like Google® or General Motors execute 
a power-dive knows how much sudden down-
turns can hurt a portfolio.

But unless you wish to stash your assets in 
the Bank of Posturepedic, you will have to take 
on some risk as you put your money to work. 
The trick is to take on the right amount for your 
age and your fi nancial circumstances.

It’s not always easy, especially when fi nancial 
market upswings can make investors compla-
cent. Market veterans have increasingly warned 
against excessive risk. Most recently, bond-fund 
guru Bill Gross cited a possible downside in 

indexes he deems overvalued. “The crash of 
risk assets and their return to normalcy may 
be hard to time, but...these periods never end 
well,” the PIMCO chief investment offi cer wrote 
in his latest monthly outlook.

How much risk is too much? “It’s diffi cult to 
defi ne,” says Phil Edwards, managing director of 
Standard & Poor’s Investor Services.

CASE STUDY Go to the Introduction to 
Business Online Learning Center through 
glencoe.com for the BusinessWeek Reader 
Case Study.

Think about the risk you face every day—and 
the steps you take to minimize risk. Develop 
a poster about planning for a risk you think is 
controllable. Include fi ve or more steps you 
take to control the risk.

Active Learning 

Think about the 
ways that you can 
avoid risk.
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Risk Reduction
Some risk cannot be avoided entirely. Instead you may need 

to practice risk reduction. For instance, your home should have 
smoke alarms and fi re extinguishers. They can reduce the risk 
that a fi re will cause damage. When you use equipment or tools, 
follow safety rules, wear protective glasses, and work in a prop-
erly designed work area to reduce the risk that you will be hurt.

Businesses practice risk reduction, too. For example, retail 
stores place electronic tags on expensive merchandise to discour-
age theft. This may not eliminate shoplifting, but it can reduce it. 
Business owners reduce risk by designing work areas to lower the 
chances of accidents or fi re. They educate their employees about 
the safe use of equipment and keep safety equipment ready for 
use. Businesses also provide information about the correct use of 
products and warn customers about possible hazards.

Screening and Training Employees For most businesses, the best 
way to reduce risk from employee carelessness and incompetence 
is through effective employee screening, orientation, and train-
ing. Businesses screen applicants’ backgrounds and check refer-
ences. Some companies now require prospective employees to 
undergo drug testing before being hired. Drug abuse can increase 
human risk by making employees careless and more likely to 
ignore or forget safety rules.

Air Bags
Air bags are used for cushioning people or equipment. In auto-

mobiles, an air bag is known as a supplementary restraint system 
(SRS). Air bags distribute the force of a crash and reduce the 
chance that an occupant’s upper body will strike the interior of the 
vehicle. There were air bags in airplanes as early as the 1940s. 
In the 1960s, U.S. inventor Allen Breed designed a “ball-in-tube” 
sensor for crash detection that would trigger the air bag. The fi rst 
use of air bags in a production car was in 1973, but the majority 
of the market did not accept the technology. In 1984, the U.S. gov-
ernment required automakers to have air bags as standard equip-
ment by 1989. The National Highway Traffi c Safety Administration 
(NHTSA) mandated air bags in 1998.

Go to the Introduction to Business Online Learning Center through 
glencoe.com for links to Web sites where you can research how the 
technology of air bags has evolved over the years. Look for the pros 
and cons of air bags, and how technology is trying to eliminate the 
negative aspects of them. Write a paragraph about where air bag 
technology is headed.

Workplace Safety 
The fi nancial impact 
of workplace 
accidents is 
staggering. To 
manage this risk, 
businesses design 
work areas to avoid 
accidents. They 
also provide safety 
training. They try 
to address hazards 
before accidents 
occur. They comply 
with state and 
federal health and 
safety regulations 
and place fi rst-aid 
kits throughout the 
workplace. What are 
some things that 
companies can do 
to protect employees 
who work with 
hazardous materials?

 Real Real  World World
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Risk Retention
It may be impossible to avoid certain types of risk. Bearing 

fi nancial responsibility for the consequences of loss is called risk 
retention. For instance, suppose that your watch is valuable, but 
you enjoy wearing it anyway. If you take your chances on losing 
or damaging it, you will have to pay to replace it if necessary. 
You have chosen to retain the risk of the economic loss that you 
will lose or damage the watch.

A business may retain the risk that customer tastes will change 
and merchandise will not sell. They can underestimate the risk 
and stock too much merchandise. If consumer demand for that 
merchandise changes, they may have a greater loss than planned.

Defi ne What is risk retention?

Risk Transfer
Insurance provides a way to transfer a risk of loss to an insur-

ance company. Insurance divides a possible loss among large 
numbers of people or companies. Economic risk is shared most 
effectively when many people or businesses are involved. Each 
individual or company then pays a fee for protection.

Insurance Protection
Insurance protection requires careful planning and decision 

making. Choosing the right insurance plan is an important step. 
Insurance companies provide almost any kind of insurance you 
might want. How do you make your insurance choices? You 
must look at your individual situation and then choose the pro-
tection that fi ts your needs.

With insurance protection, no one person or business has 
to bear a loss alone. A premium is the price an insured person 
or business pays for insurance protection for a specifi ed period 
of time. Insurance works on the “principle of large numbers,” 
which means many share a loss so that no one person or busi-
ness carries all the risk.

Risk, peril, and hazard are important terms in insurance. In 
everyday life, these terms have almost the same meanings. In the 
insurance business, however, each word has a distinct and spe-
cial meaning. While risk is the chance of loss or injury, peril is 
anything that may possibly cause a loss. It is the reason someone 
takes out insurance. People buy insurance against a wide range of 
perils, including fi re, windstorms, explosions, robbery, and acci-
dents. Hazard is anything that increases the likelihood of loss 
through peril. For example, defective electrical wiring in a house 
is a hazard that increases the chance that a fi re will start.

Preventing Theft 
Theft by employees 
and customers is 
one of the largest 
and most costly 
forms of human 
risk. Shoplifting is 
the act of stealing 
merchandise from 
a business. It is 
estimated that 
one-third of lost 
inventory is caused 
by shoplifting. 
Businesses often 
educate store 
employees about how 
to prevent it. They 
use adequate lighting 
and mirrors, and store 
expensive items in 
locked display cases 
to prevent theft. What 
are some other ways 
that businesses can 
prevent theft?

 Real Real  World World
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Individuals and businesses can insure property and people 
against potential loss by purchasing insurance policies. An 
insurance policy is a contract between a person and an insur-
ance company to cover a specifi c risk. In return for the premium, 
or price for insurance coverage, the insurance company agrees to 
protect the policyholder against fi nancial loss in case of an acci-
dent or loss that is covered in the policy.

Types of Insurance
There are several types of insurance for consumers. Life insur-

ance offers protection for family members after someone dies. 
Property insurance covers damages or losses to your property. 
Conversely, liability insurance covers damages that you may have 
caused accidentally to someone else or to someone’s property. 
Health insurance provides money to pay medical bills in case of 
accident or sickness.

Many businesses offer life and health insurance coverage to 
their employees. They also carry liability and property insurance 
to protect their property. Companies carry workers’ compensation 
insurance to protect workers who are injured on the job. Workers’ 
compensation insurance is required by the government and paid 
for by employees. It provides medical and income benefi ts to 
employees injured on the job. Job-related illnesses, such as carpal 
tunnel syndrome, are also covered.

Section 33.2

Review Key Concepts
 1. What are four ways to handle risk?
 2. What is the difference between risk retention and risk transfer?
 3. Identify some types of insurance.

Academic Skills
 4. English Language Arts Look at the 

terms below. Cross out the one that 
does not belong with the others. Circle 
the term that could be used as the 
heading in a list with the others.

  liability property damage
  bodily injury safety

 5. English Language Arts Write a letter 
to your state’s commissioner of insur-
ance asking for information on the 
minimum automobile insurance require-
ments for your state. Write a paragraph 
about the response you receive.

Go to the Introduction to Business Online Learning Center through 
glencoe.com to check your answers.

Government 
Protection The 
federal government 
handles protection 
for some kinds of 
disasters or risk that 
private companies 
cannot cover. For 
example, lost crops 
or widespread 
destruction from 
fl oods or tornadoes 
can be costly. If 
necessary, the federal 
government can step 
in to declare a federal 
disaster area and 
provide fi nancial aid. 
What are some other 
ways that government 
helps people and 
businesses deal with 
fi nancial risk?

 Real Real  World World
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Chapter 33 Review and Activities

 2. Discuss risk and risk management.

 3. Describe different types of risk.

 4. Describe four ways that individuals and businesses can handle risk.

 5. List types of insurance protection.

Review Key Concepts

criteria
minimize
decade
occurrences

risk
risk management
insurable risk
insurance
uninsurable risk
controllable risk
uncontrollable risk
pure risk

Key Terms

 1. On a sheet of paper, use each of these key terms and academic vocabulary terms in a 
sentence.

Academic Vocabulary

Vocabulary Review

Section 33.2 SummarySection 33.1 Summary

Types of Risk Every person and 
business risks loss. Risk may be 
controllable or uncontrollable and 
insurable or uninsurable. Economic risk 
includes personal risk, property risk, 
and liability risk. Human risk caused 
by human mistakes or dishonesty is 
a particular problem for businesses. 
Natural risk caused by the weather can 
result in fi nancial loss and damage.

Handling Risk Risk can be avoided, 
reduced, retained, or transferred. 
Individuals and businesses try to avoid 
and reduce risk whenever they can, but 
some risk is inevitable. Both businesses 
and people can transfer risk. Insurance 
provides a way to transfer risk to an 
insurance company. Insurance enables 
a large number of people to share a 
possible loss.

economic risk
human risk
natural risk
premium
peril
hazard
insurance policy

retain
mode
undergo
conversely
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Critical Thinking Write About It

Business EthicsTechnology Applications

Spreadsheet Software

 20. Injuries and illnesses in the workplace 
can result in lost wages, increased 
medical expenses, and higher 
workers’ compensation payments. 
Research the number of injuries and 
illnesses and their sources among U.S. 
workers. Prepare a spreadsheet and 
chart summarizing the information 
you obtain. Use the Internet or 
reference books in your library to fi nd 
information.

Should She Return the Check?

 21. Imagine that someone broke into 
your friend Teresa’s home and stole 
her jewelry box. Teresa fi les a police 
report as well as an insurance claim for 
the stolen items. In both reports, she 
lists several pieces of jewelry as stolen, 
including a diamond necklace insured 
for $1,000. In a few days, the insurance 
company issues her a check for $1,000. 
The following week, she fi nds the 
necklace hidden in a closet. What 
should she do?

 14. Research uninsurable risk. What types 
of risk are uninsurable? Why? Is there a 
way to avoid an uninsurable risk? In at 
least one page, discuss your answer.

 15. In at least two paragraphs, discuss some 
of the safety measures that your school 
has in place to reduce the risk of loss or 
injury.

 16. Many employees take company 
property for their personal use. Write a 
brief e-mail to your teacher about the 
impact this can have on a business.

 17. One way to reduce risk is to increase 
safety. List guidelines for people to 
reduce their risk of property loss, injury, 
or death on the road.

 18. Choose a business in your community. 
Research the risk that this type of 
business might encounter. Write at least 
two paragraphs on your fi ndings.

 19. An insurance agent helps people to 
identify the purposes of their insurance 
plan and develops a program for them. 
Research the job of insurance agent. 
Write a report on the qualities that a 
good insurance agent should have.

 6. Some people would rather take their 
chances than to try to avoid risk. 
Do you think this is a good or bad 
approach to risk?

 7. What types of anti-shoplifting measures 
have you observed in stores?

 8. Tornadoes, hurricanes, and fl oods have 
caused devastating losses in recent 
years. What do you think can be done 
to reduce losses from disasters?

 9. Explain the difference between 
“economic risk” and “economic loss.”

 10. Some people do not take precautions 
to avoid risk because they think that 
their insurance company will reimburse 
them for any losses that they incur. 
What do you think?

 11. How can businesses take precautions 
against customer dishonesty without 
offending their honest customers?

 12. What advice would you give business 
owners to make their computer systems 
safer?

 13. What problems can insurance 
companies face because of natural 
disasters?
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Applying Academics to Business

Business in the Real WorldActive Learning

Attitudes About Risk

 26. People have different ways of handling 
risk. Work in teams. Survey at least 
10 people in your neighborhood or 
school about their attitudes toward risk. 
Which risk do they run each day at 
home, at school, or at work? What are 
some ways they avoid or reduce each 
risk? Compile your fi ndings, and share 
the results with the class.

Sick-Leave Policies

 27. Time off from work because of 
employee illnesses is a huge cost to 
businesses. Many companies have 
wellness policies in place to promote 
good health. Interview a local business 
owner about his or her sick-leave 
policy. Ask about the number of sick 
days each employee is granted. Does 
the business also offer exercise and 
fi tness programs? Write a report of your 
fi ndings, and share it with the class.

English Language Arts

 24. Make a list of items you would want 
to have covered by insurance. Write a 
paragraph discussing why these items 
are important to you.

Mathematics

 25. You are billed for insurance quarterly, 
or every three months. Your fi rst bill 
gives you the option of paying the total 
or a lesser amount every month. If the 
total quarterly amount is $215 and the 
optional monthly amount is $79, what 
is the difference in the amount you 
would pay if you chose the monthly 
option?

 Comparing Rates In a problem 
such as this, you will need to choose 
whether to compare the cost on a 
monthly, quarterly, or yearly basis.

English Language Arts

 22. Work with a group of three or four 
students to research the different types 
of vehicle insurance coverage. Create 
an outline for a short presentation, and 
give it to the class.

Mathematics

 23. You recently purchased a used car for 
$5,000 with help from a bank that 
loaned you the money with a 6% 
simple interest loan. If your insurance 
costs you $230 quarterly, how much 
will the insurance and interest cost you 
in the fi rst year?

 Problem Solving Before 
solving a word problem, decide which 
operations you will use and how they 
relate to each other.
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Role
Play

Business
CAREERS

READING Go to the Introduction to Business Online Learning Center through glencoe.com for a list 
of outside reading suggestions.

DEALING WITH UNCONTROLLABLE RISK

 28. Suppose you have a retail store 
that sells imported furniture. Your 
main supplier is in a country that 
is undergoing major economic and 
political changes. These changes are 
being closely watched by your federal 
government, which may adjust its 
trade policies with the country. In 
one page or more, discuss the types of 
risk you might encounter and how to 
address them.

FIND YOUR DREAM JOB

 29. Go to the Introduction to Business Online 
Learning Center through glencoe.com 
for a link to the Occupational Outlook 
Handbook Web site. Click on the “OOH 
Search/A-Z Index” link and enter the 
job title “insurance underwriter.” Then 
write a one-page report about this type 
of occupation. Conclude your report 
with a list of things you could do 
now to prepare yourself to pursue the 
occupation.

Directions Choose the letter of the best answer. Write the letter for the answer on a 
separate piece of paper.

Standardized Test Practice

1. Which best completes the sentence?

   insurance covers damage done to another person’s 

vehicle or property.

 A Collision
 B Property damage liability
 C Bodily injury liability
 D Miscellaneous coverage

TEST-TAKING TIP When studying for 
a test, write important ideas, defi nitions, 
and formulas on fl ash cards. Make a tape 
of your notes. Use these tools to review 
and prepare for test day.

REDUCING RISK FROM HAZARDS 
IN THE SCHOOL

 30. Situation You have been asked to 
present a plan for reducing risk at your 
school. With three of your classmates, 
prepare a list of risks and ways to 
reduce or eliminate them.

  Activity As a group, create a presenta-
tion for your school administrators on 
risk: Include your suggestions for reduc-
ing or eliminating risks.

  Evaluation You will be evaluated on 
how well you meet the following 
performance indicators:

• Describe the process your group 
followed to identify risk in school.

• List the causes of various risks.
• Suggest ways to reduce or eliminate 

each risk.
• Prepare a written report using 

presentation software.
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