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Description
The process of identifying, evaluating, and giving priority to

risks is known as risk management. According to ISO 31000, a
risk is defined as the effect that uncertainty has on an
organization's goals, which is then followed by the coordinated
and cost-effective use of resources to reduce, monitor, and
control the likelihood or impact of unfortunate events or to
make the most of opportunities. Uncertainty in international
markets, threats from project failures at any stage of design,
development, production, or maintenance of life cycles, legal
liabilities, credit risk, accidents, natural disasters, a deliberate
attack from an adversary, or events with uncertain or
unpredictability as the root cause are all examples of sources of
risk.

Negative events can be categorized as risks, whereas positive
events can be categorized as opportunities. The Project
Management Institute, the National Institute of Standards and
Technology, actuarial societies, and ISO standards quality
management standards to help work more efficiently and
reduce product failures have all developed risk management
standards. Depending on whether the risk management method
is used for project management, security, engineering, industrial
processes, financial portfolios, actuarial assessments, or public
health and safety, the methods, definitions, and objectives differ
greatly. Despite the fact that there appears to be an increase in
confidence in estimates and decisions, certain risk management
standards have been criticized for exhibiting no measurable risk
reduction. Avoiding the threat, reducing its likelihood of having a
negative effect, transferring all or part of the threat to another
party, and even retaining some or all of the potential or actual
consequences of a particular threat are all common strategies
for managing uncertainties and threats that have negative
consequences. The opposite of these approaches can be used to
take advantage of opportunities in uncertain future states.
"oversee the organization's comprehensive insurance and risk
management program, assessing and identifying risks that could
impede the reputation, safety, security, or financial success of
the organization," as a professional role, a Risk Manager will
develop plans to minimize or mitigate any negative financial
outcomes. The technical aspect of the organization's risk
management strategy is supported by risk analysts: After risk
data has been gathered and analyzed, analysts present their
findings to managers, who use those insights to select one of the

potential solutions. Financial risk management, internal audit,
and Chief Risk Officer are all topics covered in Corporate
Finance. Since the 1920s, risk management has been discussed
in management and scientific literature. In the 1950s, when
articles and books with the title "risk management" also show
up in library searches, it became a formal science. Initial
research focused primarily on insurance and finance.

Risk Management
Prioritization is the process by which the risks with the

greatest potential for loss or impact are dealt with first in ideal
risk management. Risks that are less likely to occur and have a
lower loss are dealt with in descending order. In practice,
assessing overall risk can be challenging, and balancing
resources used to mitigate risks with a high probability of
occurrence but lower loss and risks with a high probability of
occurrence but lower loss frequently results in mistakes. A new
type of risk with a 100 percent chance of occurring is identified
through intangible risk management, but the organization
ignores it because it lacks the ability to identify it. A knowledge
risk, for instance, arises when inadequate knowledge is applied
to a situation. When there is ineffective collaboration, there is
risk to the relationship. When ineffective operational procedures
are used, process-engagement risk may arise. Knowledge
workers' productivity is directly impacted by these risks, as is
profitability, service quality, reputation, brand value, and
earnings quality. Risk management can immediately generate
value by identifying and reducing productivity-reducing risks
through intangible risk management.

Control Activities
Risk managers face a unique obstacle in the form of

opportunity cost. It can be challenging to determine when
resources should be used elsewhere versus risk management.
Again, effective risk management minimizes risks' negative
effects as well as spending or manpower or other resources. The
possibility of an event that has a negative impact on achieving
an objective is known as risk. As a result, uncertainty is a crucial
aspect of risk. Managers can get help reducing risk factors with
systems like the Committee of Sponsoring Organizations of the
Treadway Commission Enterprise Risk Management. Internal
control elements may vary from company to company, resulting
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in different outcomes. Internal Environment, Goal Setting, Event
Identification, Risk Assessment, Risk Response, Control
Activities, Information and Communication, and Monitoring are
all included in the framework for ERM components, for instance.
Opportunities first appear in books on management or academic
research in the 1990s. Opportunities are not mentioned at all in
the initial 1987 draft of the Project Management Body of
Knowledge. Opportunities are a factor that modern project
management schools do consider significant. Opportunities have
been a part of the project management literature since the
1990s. In the 2000s, when articles with the title "opportunity
management" began to appear in library searches, opportunities
also started to play a significant role in project risk management.
Opportunity management thus became an important part of risk
management. Modern risk management theory deals with any
type of external events, positive and negative. Positive risks are
called opportunities. Similarly to risks, opportunities have

specific mitigation strategies: exploit, share, enhance, ignore. In
practice, risks are considered “usually negative”. Risk-related
research and practice focus significantly more on threats than
on opportunities. This can lead to negative phenomena such as
target fixation Benoit Mandelbrot distinguished between "mild"
and "wild" risk and argued that risk assessment and
management must be fundamentally different for the two types
of risk. Mild risk follows normal or near-normal probability
distributions, is subject to regression to the mean and the law of
large numbers, and is therefore relatively predictable. Wild risk
follows fat-tailed distributions Pareto or power-law distributions,
is subject to regression to the tail infinite mean or variance,
rendering the law of large numbers invalid or ineffective, and is
therefore difficult or impossible to predict. A common error in
risk assessment and management is to underestimate the
wildness of risk.
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