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Ranking the Four Risk-Taking Events from the Module 6  

The Module 6 recording lays out four situations in which organizations choose to take on risk: pursuing 
growth and competitive positioning, investing in innovation, taking public positions on socially or 
politically sensitive issues, and honoring fiduciary responsibility toward stakeholders. Ranked from the 
risk-taking I find most attractive as a business decision to the least: (1) growth and competitive 
positioning, (2) innovation, (3) fiduciary responsibility, and (4) public stances on social issues. Growth-
oriented risk ranks first because it is the clearest case of risk taken in direct pursuit of return — 
expanding into a new market or scaling capacity has a quantifiable expected payoff that can be weighed 
against the downside. Innovation ranks a close second for the same reason, though its payoffs are less 
certain and its time horizon longer. Fiduciary responsibility ranks third: it is not really “risk-taking” so 
much as risk-management on behalf of others, and the built-in conservatism is a feature, not a 
drawback. Taking public positions on social or political issues ranks last, because the risk is almost 
entirely reputational, the payoff is diffuse and hard to measure, and the downside — alienating 
customers, employees, or investors — can be just as large as any financial risk, without the benefit of an 
expected-value calculation to guide the decision. 

These four events differ less in how much risk is involved than in why the risk is being taken and how 
measurable its payoff is. Growth and innovation are both “upside-seeking” risks: a firm accepts 
uncertainty because the expected return, even after discounting for the chance of failure, is positive. 
Fiduciary responsibility inverts that logic — it treats risk as something to be minimized on behalf of 
people who did not choose to bear it, such as shareholders, depositors, or policyholders, so the “return” 
being optimized is trust and continuity rather than growth. Public stances on social issues sit apart from 
both, because the risk is not financial in the way a failed product launch is; it is reputational and often 
irreversible, and unlike growth or innovation risk, there is no equivalent expected-utility calculation that 
cleanly tells a firm when the expected reputational benefit outweighs the expected reputational cost. 

Greater risk exposure buys a business the chance at outsized returns, first-mover advantage, and the 
ability to capture value that risk-averse competitors leave on the table — exactly why growth and 
innovation sit at the top of the ranking. But that exposure comes at a real cost: higher variance in 
outcomes, a nontrivial probability of catastrophic loss, and, per the certainty-equivalent framework from 
Part 2 of the recording, a risk premium that a risk-averse decision-maker would rationally pay to avoid. A 
firm that takes on too much risk without a CRO or CFO managing the downside is effectively gambling 
with stakeholders’ capital rather than making an informed bet. 

Less risk exposure, as with fiduciary-driven decisions, buys stability, predictability, and protection of 
capital that is not the firm’s to lose — the certainty-equivalent concept from the homework captures this 
directly: a risk-averse party will accept a lower guaranteed payoff over a higher but uncertain one. The 
cost is opportunity: capital sitting in low-risk positions, or decisions slowed by excessive caution, can 
mean that real growth or innovation gets captured by a competitor instead. This is why the recording 
frames risk management not as risk avoidance but as a “critical skill” for executives — the goal is 
calibrating exposure to the situation at hand, not minimizing it uniformly. Taken together, the four 
events show that risk preference in business is not a single dial; it depends on whose capital is at stake 
and how measurable the payoff is, which is exactly why firms route growth risk, innovation risk, and 
fiduciary risk through different decision processes rather than one blanket policy. 


