Risk Management in IT
Governance

What is Risk in IT Context?

Risk is the potential for loss, damage, or disruption caused by IT-related events. These events could
stem from external threats (e.g., cyberattacks) or internal issues (e.g., process failures).

Types of IT Risks:

Strategic Risks: IT misalignment with business goals.

Operational Risks: Failures in IT systems, processes, or services.
Compliance Risks: Violations of legal or regulatory standards.
Cybersecurity Risks: Unauthorized access, data breaches, or attacks.
Financial Risks: Cost overruns or poor ROl on IT investments.

Risk Assessment Process

Risk assessment helps identify, analyze, and prioritize risks to focus resources effectively.

1.1. Identify Risks

e Objective: Recognize potential events or conditions that could harm IT systems or

services.
e Techniques:
o Brainstorming: Involve cross-functional teams.
o SWOT Analysis: Assess strengths, weaknesses, opportunities, and threats.
o Historical Data: Review past incidents or trends.

1.2. Analyze Risks

e Objective: Understand the likelihood and impact of risks.
e Techniques:



o Qualitative Analysis: Use expert judgment or predefined scales (e.g., low,
medium, high).

o Quantitative Analysis: Apply numerical methods like Monte Carlo simulations or
fault tree analysis.

1.3. Prioritize Risks

e Use tools like risk matrices or heat maps to rank risks based on:
o Likelihood: Probability of occurrence.
o Impact: Severity of the outcome.

Understanding Risk Tolerance

Risk tolerance defines the level of risk an organization is willing to accept to achieve its objectives.

2.1. Risk Appetite vs. Risk Tolerance

e Risk Appetite: The general willingness to accept risks.
e Risk Tolerance: The specific degree of risk acceptable within a given context or function.

2.2. Factors Influencing Risk Tolerance

e Industry Type: Financial institutions tend to have low risk tolerance, while startups might
accept higher risks.

e Regulatory Requirements: Heavily regulated industries may have stricter tolerance.

e Business Objectives: Higher tolerance may be accepted for high-reward initiatives.

o Stakeholder Expectations: Align with investor and customer perspectives.

2.3. Establishing Risk Tolerance Levels

e Define thresholds for acceptable risks.
e Use metrics to monitor risk levels (e.g., % of downtime allowed annually, number of
security breaches tolerated).

Based on the above factors, there are 4 possible ways that we can mitigate risk.

Proceed with Risk.

Dont proceed with Risk.




Proceed with Degree of Risk.

Increasae benefits so to neturalize Risk. ( This requirment Stake holder Approval )
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