
 

Risk Mitigation: Strategies, Plan, 
Techniques & Best Practices 
Risk mitigation involves identifying, assessing, preventing, and mitigating risks that could impact an 

organization, project, or financial decision. Risk management creates strategic plans to reduce or 

remove risks that could interfere with smooth operations or long-term success. By making contingency 

plans to secure against damage now, businesses and individuals can prepare for uncertainties with risk 

mitigation. This article will study risk mitigation techniques, the process, and risk mitigation in business 

and finance. It also discusses project risk mitigation, risk mitigation policy, and better ways to avoid 

risks. 

What is Risk Mitigation? 

Risk mitigation techniques allow them to protect their operations, assets and reputation. The act of risk 

mitigation is part of risk management and is vital for creating stability and enhancing decision-making 

in the businessś. 

Risk Mitigation Activities vs. Risk Management 

Often people confuse risk mitigation with risk management. They’re related, but different things.” Risk 

management is a wider field that focuses on identifying, analyzing, and controlling risks, whereas risk 

mitigation specifically concerns the strategies used to readable or discard risks. 

Aspect Risk Mitigation Risk Management 

Focus Reducing risks and their impact Identifying, analyzing, and controlling 

risks 

Scope Part of risk management Broader process covering all risk aspects 

Methods 

Used 

Avoidance, reduction, transfer, 

acceptance 

Risk assessment, planning, monitoring 

 

Helping businesses and organizations stay resilient and avoid costly disruptions with risk mitigation. 

Risk Management Strategies 

Organizations have risk mitigation strategies to mitigate their risks. These kinds of initiatives allow 

organisations to minimise financial losses, increase productivity and fulfil government obligations. 
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Risk Avoidance 

Risk Avoidance is doing the action that eliminates the risk. High-risk activities are identified by 

organizations and voluntarily avoided. Suppose a company does not invest in an increasing industry 

with high risk level to avoid being riskied. 

Risk Reduction 

It is the attempt to reduce the severity of a risk, known as risk mitigation. The companies develop 

protocols for safety, enact security and risk mitigation improvements, and update their technology based 

on the risk of attack. An example of this might be a construction company. 

Risk Transfer 

Risk transfer is when you get a third party to manage a risk. This is done through insurance policies or 

outsourcing agreements and is normal practices among businesses. Businesses, for example, purchase 

cybersecurity insurance to cover monetary losses in the case of data breaches. 

Risk Acceptance 

Some risks are unavoidable. Organizations recognize these risks and plan for what they can bring. 

These businesses allocate cash to manage unexpected expenses arising from risks they choose to engage 

in. 

Contingency Planning 

So companies plan a contingency for everything — revenue setbacks, operational snags, profitability 

escalation or international scaling. Organizational emergency response plans, disaster recovery plans 

and business continuity strategies are structured to effectively respond to high-risk situations. 

How to Create a Risk Mitigation Plan? 

Risks are inevitable and require careful management, which is possible through a risk mitigation plan. It 

also offers a systematic method to identify and mitigate potential threats. 

Step 1: Identify Risks 
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Before anything else, organizations need to identify risks that can affect how they function. Through 

market research, SWOT analysis, and historical data analysis, they do activities like risk mitigation 

assessment. There are risks in businesses that the source of the risk can categorize. 

Step 2: Assess Risks 

Once risks are identified, businesses will assess them based on both the likelihood they will occur and 

the impact they would have should they occur. Companies focus on the biggest potential for risk. With 

risk mitigation assessment, organizations can decide which risks need immediate attention. 

Step 3: Prepare Plans to Mitigate Risk 

Organizations develop strategies to mitigate the identified risks. They select risk mitigation measures 

such as risk avoidance, risk reduction, or risk transfer. A business creates a thorough risk mitigation 

framework that describes particular measures for risk management. 

Step 4: Kickstart The Risk Mitigation Strategy 

A risk mitigation policy helps employees and management decide how to act about risk. Companies 

inform all stakeholders of measures to mitigate that risk and provide training sessions that guarantee 

smooth execution. 

When you need to make sure the plan is adapted to the situation and keep it up to date. 

Risk management is not a one-time process. Businesses must constantly monitor the risks, measure the 

outcomes of the tools they use to control risk, and improve the risk mitigation plan when considering 

new threats. 

Risk Mitigation in Project Management  

Risk mitigation in Project Management is all about managing the risks of a specific project ahead of 

time so they don’t end up delaying the project or causing failure. Project managers use risk mitigation 

strategies to avoid cost overruns, missed deadlines, and resource shortages. 

Identifying Project Risks 

Project managers study project plans, perform stakeholder interviews, and analyze past project disasters 

to identify risks. They classify risks into technical, financial, operational, or external risks. 

Key Strategies to Create a Risk Mitigation Framework 

It helps categorize and prioritize risks, enabling project managers to focus on the most impactful ones 

first. It includes: 

• Risk Identification Techniques – Such as brainstorming, checklists, and expert interviews can 

be used to identify risks. 

• Risk Assessment Metrics: Likelihood and impact assessments help determine the immediate 

action needed for a given risk. 

• Response Strategies: Stipulate plans for avoiding, limiting, transferring or absorbing risks to 

guarantee its continuity. 

Applying Mitigation Measures 

Project managers implement risk mitigation, including contingency planning and resource allocations 

with milestone reviews. They can use risk mitigation tools like project management software, 

forecasting models, and real-time monitoring systems. 

Criteria For Reviewing Risk Mitigation  

https://plutuseducation.com/programs
https://plutuseducation.com/blog/difference-between-stakeholder-and-shareholder
https://plutuseducation.com/blog/risk-mitigation-plan/
https://plutuseducation.com/blog/what-is-financial-ratio


 
 

Project changes will impact risk profiles; regular risk assessments allow project managers to modify 

their risk mitigation plan accordingly. They do risk reviews, stakeholder meetings, and performance 

audits to keep the risks in hand. 

Risk Mitigation in Business 

Risk mitigation in business operations is one of those many useful tools businesses rely on to protect 

their assets, reputation, and revenue. Organizations will require risk mitigation best practices to manage 

economic downturns, legal challenges, cybersecurity breaches and supply chain issues. 

Financial Risk Mitigation 

In finance, risk mitigation ensures the financial stability of businesses. Investments: Companies never 

put all their eggs in one basket so that they will diversify their investments, hedge against market 

fluctuations, and have emergency funds to handle financial risks. 

Breaking the law can bring forth both criminal and civil liability. Compliance frameworks around risk 

mitigation include clauses for regular auditing of the systems updating the policy, and employee 

training on regulatory updates. 

Cybersecurity Risk Mitigation 

Companies use cybersecurity risk mitigation techniques like encryption, firewalls, and multi-factor 

authentication to protect sensitive data. 

Supply Chain Risk Mitigation 

Companies mitigate supply chain drops by diversifying suppliers, holding safety stock and leveraging 

technology for real-time tracking. 
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Relevance to ACCA Syllabus  

The topic of sources of risk mitigation is correlated to the ACCA syllabus in terms of most of it, 

especially about finance management, governance, and risk assessment. ACCA students need to know 

how to identify risk, assess it, and mitigate it to ensure business continuity and compliance with 

regulations. The fundamentals of these topics, such as enterprise risk management and financial risk 

management, contribute to the ACCA qualification by equipping professionals with the insight needed 

to make informed decisions that will protect the economic stability of an organization. 

Risk Mitigation ACCA Questions 

Q1: Which of the following is a primary risk mitigation strategy in financial management?  

A) Pretending there are no certain threats and hoping the panic will go away 

B) Allocating to one single asset class 

C) Exploring a do-not-scrutinize list 

D) Eliminate risk analysis to cut costs 

Ans: C) Decide on a diversification strategy 

 

Q2: Why is an internal control system primarily used to mitigate risks?  

A) To force overtime on employees 
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B) To detect and mitigate financial risks 

C) to raise the wasteful expenses 

D) To make audits unnecessary 

Ans: B) For identification and management of Financial Risks 

 

Q3: Which technique for risk mitigation can be applied to help prevent loss from foreign exchange 

risk?  

A) Hedging 

B) Turning a blind eye to exchange rate fluctuations 

C) Having all investments in a single currency 

D) Build up leverage without thinking 

Ans: A) Hedging 

 

Q4: To which of the following would you best define risk transfer as a mitigation strategy?  

A) DO NOT CORRECT, but risk everything 

B) Transfer risks to other parties through insurance or outsourcing 

C) Not undertaking risk mitigation efforts 

D) Ramping up riskier investments 

Ans: B) Transfering of risk to another entity by insurance or outsourcing 

 

Q5: What financial instrument do we typically use to hedge interest rate risk?  

A) Stock options 

B) Interest rate swaps 

C) Real estate investments 

D) Increasing short-term debt 

Ans: B) Interest rate swaps 

Relevance to US CMA Syllabus  

Risk mitigation is a key area of the US CMA syllabus that relates to financial strategy, internal controls, 

and enterprise risk management. CMAs need to know how to ascertain exposures to risks the 

organisation faces and apply risk management frameworks to improve the organization's decision-

making and financial position. 

Risk Mitigation US CMA Questions 

Q1: What type of risk mitigation strategy aims to lower the likelihood and severity of risks?  

A) Risk avoidance 

B) Risk Acceptance 

C) Risk reduction 

D) Risk ignorance 
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Ans: C) Risk reduction 

 

Q2: What is the main goal of enterprise risk management in CMA practice?  

A) Not take any risk at all, irrespective of business objectives 

B) To ensure that risks are identified and managed in a structured manner 

C) To block all money transfers 

D) To never plan for financing 

Ans: B) To provide standardized foundation for risk identification and management 

 

Q3: A key element in reducing operational risk is:  

A) Lack of employee training 

B) Weak internal controls 

C) Favorable internal policy and protocols 

D) Disregarding compliance obligations 

Ans: C) Strong internal policies and procedures 

 

Q4: Which approach allows companies to manage credit risk successfully?  

A) Granting credit without evaluating credit scores 

B) When employing a credit analysis and monitoring system 

C) Granting unlimited credit to customers 

D) Neglecting the creditworthiness of clients 

Ans: B) Credit analysis and monitoring systems 

 

Q5: What is a common financial instrument to hedge commodity price risk?  

A) Forward contracts 

B) Real estate investments 

C) Increasing fixed costs 

D) Keeping too much cash on the books 

Ans: A) Forward contracts 

Relevance to US CPA Syllabus  

Risk mitigation forms the backbone of the US CPA syllabus, especially in sections involving audit, 

assurance and financial risk management. According to the different types of CPA functions, each role 

provides CPAs with an area of professionalism. 

Risk Mitigation US CPA Questions 

Q1: What are the core impact of internal audits on risk mitigation?  

A) Because we won't need audits from third parties anymore 

B) Proactively identify and manage financial risks 
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C) To do anything other than keep the operational efficiency 

D) To falsify financial statements 

Ans: B) For proactive identification and mitigation of financial risks 

 

Q2: Why conduct a fraud risk on CPA practice?  

A) To increase risk exposure 

B) Prevent, Track-P Fraudulent Activities 

C) Failure to heed internal controls 

D) Making financial destabilization easier 

Ans: B) Identifying and preventing fraudulent activities 

 

Q 3 Which action is a part of the risk mitigation strategy for the accuracy of financial statements?  

A) Not following Generally Accepted Accounting Principles (GAAP) 

B) Strong internal controls 

C) Reducing audit oversight 

B) Rising monetary sophistication 

Ans: B) Strong internal controls 

 

Q4: Explain how segregation of duties prevents financial risk.  

A) To have a different person responsible for each transaction 

B) Assigning different employees financial duties 

C) By erasing financial documents 

D) Boosting fraud opportunities 

Ans: B) Distributing financial responsibilities among different employees 

 

Q5: Where is some sort of risk mitigative tool used in external audits?  

A) Randomized testing 

B) Weak documentation 

C) Overlooking material misstatements 

D) Reducing audit procedures 

Ans: A) Randomized testing 

Relevance to CFA Syllabus  

Risk mitigation is one of the primary topics in the CFA exam, most notably in investment management, 

portfolio risk assessment, and financial risk modelling. CFAs need to make informed decisions for the 

investors by analyzing market, credit, and operational risks. 

Risk Mitigation CFA Questions 

Q1: What is a popular approach portfolio managers have for risk mitigation?  
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A) Investing In One Stock 

B) Diversification 

C) Avoiding risk assessment 

D) Ignoring market trends 

Ans: B) Diversification 

 

Q2: What does this tool mitigate in terms of risk in investment portfolios?  

A) Interest rate swaps 

B) Credit default swaps (CDS) 

C) Creating an absence of credit risk analysis 

D) You are involved in increasing high-risk lending 

Ans: b credits default swaps (CDS) 

 

Q3: What kind of risk mitigation policy helps to avoid inflation risk?  

A) Holding cash reserves 

B) Allocating funds to inflation-linked bonds 

C) An investment strategy to avoid 

D) Ignoring economic trends 

Ans: B) Putting  money in inflation-linked securities 

 

Q4 What is the primary goal of Value at Risk VaR analysis?  

A) In calculating how much risk an investment portfolio is losing 

B) To increase financial risk 

C) To eliminate all risks 

D) To ignore risk management 

Ans: A) To estimate possible losses in an investment portfolio 

 

Q5: What strategies can investors use to reduce foreign exchange risk?  

A) Hedging using currency futures 

B) Not taking into account exchange rate changes 

C) Having all investments in a single currency 

D) Raising currency exposure 

Ans: A) Currency futures in hedge 
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