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The Power of Probability: How Businesses Make Smart Decisions 
Short Answer Key 

1. Businesses use probability to assess risks and uncertainties by 
calculating the likelihood of different outcomes, allowing them 
to make informed decisions based on potential gains and losses. 

2. An example of how probability helps businesses in forecasting 
and prediction is retailers using probability to forecast sales 
volumes, enabling them to stock the right products at the right 
time and avoid overstocking or understocking. 

3. Probability guides businesses in strategic decision-making by 
evaluating various scenarios and determining the most 
favorable course of action. For example, when developing 
marketing campaigns, businesses consider the probability of 
different messaging strategies resonating with their target 
audience to maximize effectiveness. 

4. Probability helps in optimizing resource allocation for businesses 
by identifying promising opportunities or areas where 
improvements can be made, allowing them to allocate 
resources efficiently. For instance, manufacturers use probability 
to optimize production schedules and minimize waste by 
forecasting demand accurately. 

5. Probability is important for decision-making in a dynamic 
business environment because it provides a framework for 
making decisions under uncertainty, enabling businesses to 
balance risk and reward and adapt to changing circumstances 
effectively. 

 

 

 

 

 


