Risk Management
Risk management comprises a four-step process:
1) Risk identification
2) Risk assessment
3) Risk response
4) Risk monitoring

Risk identification
A company identifies possible risks by evaluating various categories of risk relating to a project/investment.  Risk categories include strategic risk, operational risk, industry risk, credit risk, financing risk, environmental risk, political risk, legal risk, technological risk, and foreign exchange risk.
Risk assessment
Using a probability/impact matrix, a company prioritizes risk as follows:
Low probability/low impact: no action
High probability/low impact: monitor the risk
Low probability/high impact: create contingency plan
High probability/high impact: prioritize for risk response
Risk response
An organization can respond to risk in one of four ways:
Avoid: decide not to pursue the project/investment
Transfer: generally this is done through insurance
Reduce: ensure awareness of risk throughout organization, take steps to reduce risk before initiating project/investment
Accept: an organization will accept some risks if no other response is practical and if the potential returns from the project justify the risks
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Risks are not static; they change over time in probability and impact (the location in the risk assessment matrix), some go away and some new risks become relevant.  An organization should monitor risks to be aware of these changes and to respond (avoid, transfer, reduce, accept) accordingly.
