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Introduction to Risk Management

(A concise, easy?to?read guide for students, new professionals, or anyone looking for a solid
overview.)

1. What Is Risk Management?

Element Definition
Risk The possibility that an event will occur and affect objectives (positive or
negative).
Risk A systematic process for identifying, assessing, treating, and monitoring risks

Management to achieve organizational goals.

o Minimize the probability and impact of adverse events while maximizing
Objective N
opportunities.

2. Core Concepts & Terminology

Term Meaning
Threat Anything that can cause harm (e.g., natural disaster, cyber?attack).
Vulnerability Weakness that can be exploited by a threat.
Impact Consequence of a risk event (financial loss, reputation damage, etc.).
Likelihood / , _
Probability Chance that a risk event will happen.
Risk Appetite The amount of risk an organization is willing to accept.
Risk Tolerance The acceptable variation around risk appetite.
Residual Risk Risk remaining after controls are applied.

) , Central repository that lists identified risks, assessments, owners, and
Risk Register

treatment actions.

3. The Risk Management Process
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. Establish Context

o Define scope, objectives, stakeholders, and external/internal environment.
o Set risk criteria (e.g., acceptable loss thresholds).

. Risk Identification

o Techniques: brainstorming, checklists, interviews, SWOT, HAZOP, scenario analysis.
o Output: initial list of risk events and their sources.

. Risk Analysis

o Qualitative: rating likelihood & impact (e.g., high/medium/low).
o Quantitative: numerical estimates (e.g., probability = 0.03, monetary impact = $250Kk).
o Tools: risk matrix, Monte?Carlo simulation, fault?tree analysis.

. Risk Evaluation (Prioritization)

o Compare analyzed risks against risk criteria.
o Rank using a risk matrix or heat map; focus on high?likelihood/high?impact items.

. Risk Treatment (Response Planning)

o Avoid — eliminate the risk source (e.g., discontinue a hazardous activity).
o Reduce / Mitigate — implement controls to lower likelihood or impact.

o Transfer — shift risk to another party (insurance, outsourcing).

o Accept — consciously tolerate residual risk within appetite.

. Implementation
o Assign owners, allocate resources, schedule actions, and document controls.
. Monitoring & Review

o Track risk indicators, control effectiveness, and changes in context.
o Update the risk register regularly; conduct periodic audits.

. Communication & Consultation

o Keep stakeholders informed throughout the cycle.
o Use clear reporting formats (dashboards, heat maps, executive summaries).
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4. Risk Management Frameworks & Standards

Framework /
Standard

ISO 31000

COSO ERM

NIST SP 800?37

*PMBOK (Project
Risk

Scope Typical Users

General?purpose risk management principles & All industries, public &

guidelines. private sectors.

Enterprise?wide risk management integrated Large corporations, financial

with strategy & performance. institutions.
Risk management for information systems Federal agencies, IT
(RMF). security teams.
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