
Relative Risk 
 

Risk and Accidents 

The risk of a particular type of accident or problem 

with a machine is obtained from data. 

The risk of an accident is its experimental 

probability. 

 

relative risk = number of successes ÷ total number of trials 

 

Cost of Risk 

Insurance companies try to evaluate the cost of 

events happening. This is known as the cost of risk.  

Insurance companies use it to work out what 

premiums to change. 

 

cost of risk = relative risk X average cost 

 

Risk of Fault 

If you know the risk of a fault then you can predict 

the number of faults: 

number of faults = risk of a fault X number of items 

 

© MrsHodgettsStatistics 2021 



   Using the information below, caluclate relative risk 

Successes 52 16 42 17 93 

Trials 100 20 120 50 174 

Relative 

Risk 

     

 

In 1000 test runs, the engine in a small remote control car 

overheated 32 times. Calculate the relative risk of the 

remote control car overheating.    ______________ 

 

Using the information below, calculate the cost of risk 

R.Risk 0.4 0.32 0.81 0.67 0.08 

A. Cost £50 £21.50 56p £1.95 £141 

Cost of 

Risk 

     

 

A car insurance payout cost an average of £458 per claim. 

The risk of James needed to claim on his insurace in the 

first year is 0.31. Calcuate the cost of the risk for the 

insurance company.      ______________ 

 

Using the information below, calculate the number of faults 

R.Risk 0.7 0.28 0.94 0.46 0.03 

n 45 70 60 100 59 

Faults 

 

     

 

Last year, Transtick Electronics sold 33245 fridges. They 

know from previous years that the relative risk of a fridge 

being faulty is 0.014. How many of the fridges sold last 

year should the company expect to be faulty?  

______________ 

© MrsHodgettsStatistics 2021 



Solutions 

Using the information below, caluclate relative risk 

Successes 52 16 42 17 93 

Trials 100 20 120 50 174 

Relative 

Risk 
0.52 0.80 0.35 0.34 0.53(…) 

 

In 1000 test runs, the engine in a small remote control car 

overheated 32 times. Calculate the relative risk of the 

remote control car overheating.      0.032 

 

Using the information below, calculate the cost of risk 

R.Risk 0.4 0.32 0.81 0.67 0.08 

A. Cost £50 £21.50 56p £1.95 £141 

Cost of 

Risk 
£20 £6.88 45p £1.31 £11.28 

 

A car insurance payout cost an average of £458 per claim. 

The risk of James needed to claim on his insurace in the first 

year is 0.31. Calcuate the cost of the risk for the insurance 

company.         £141.98 

 

Using the information below, calculate the number of faults 

R.Risk 0.7 0.28 0.94 0.46 0.03 

n 45 70 60 100 59 

Faults 

 
32 20 56 46 2 

 

Last year, Transtick Electronics sold 33245 fridges. They 

know from previous years that the relative risk of a fridge 

being faulty is 0.014. How many of the fridges sold last year 

should the company expect to be faulty?  

465 
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