
How to Identify and Mitigate Risks in Your Small Business

Running a small business involves taking risks, but not all risks are equal. Understanding how to
identify and mitigate potential threats is crucial for ensuring stability and growth. This guide provides
a practical, step-by-step approach to managing risks effectively.

Step 1: Identify Potential Risks

The first step in managing risk is knowing what could go wrong. Risks typically fall into categories
such as financial, operational, legal, or market risks. Consider both internal and external factors.
Practical Actions:

- Conduct a SWOT analysis to identify weaknesses and threats. - Review past incidents or
challenges to pinpoint recurring issues. - Stay informed about industry trends and external
factors like economic changes.

Step 2: Assess the Impact of Each Risk

Not all risks have the same impact on your business. Assessing the likelihood and potential
consequences of each risk helps you prioritise your response.
Practical Actions:

- Rank risks by likelihood (low, medium, high) and impact (minor, moderate, major). - Focus on
high-impact, high-likelihood risks first. - Create a risk matrix to visualise and prioritise potential
threats.

Step 3: Develop Mitigation Strategies

Once you’ve prioritised your risks, develop strategies to mitigate them. This may involve creating
backup plans, improving processes, or transferring risk through insurance.
Practical Actions:

- Diversify suppliers to reduce dependency on a single source. - Invest in cybersecurity
measures to protect against data breaches. - Use contracts to clearly define roles and
responsibilities with partners or clients.

Step 4: Implement and Communicate Your Plan

Risk management plans are only effective if they’re implemented and understood by your team.
Ensure everyone knows their role in mitigating risks.
Practical Actions:

- Share your risk management plan with employees and stakeholders. - Conduct training
sessions to build awareness and preparedness. - Assign specific responsibilities for monitoring
and addressing risks.

Step 5: Monitor and Review Regularly

Risks evolve over time, so your approach must too. Regularly reviewing your risk management
strategies ensures they remain relevant and effective.
Practical Actions:

- Schedule periodic risk assessments to identify new or emerging threats. - Review the
effectiveness of current mitigation strategies. - Update your plan based on feedback and
changes in your business environment.



Final Thoughts

Effective risk management doesn’t eliminate risks entirely, but it does prepare your business to
handle them with confidence. By identifying, assessing, and mitigating risks proactively, you can
protect your business and position it for long-term success.

Need help managing risks? At Your Trusted Advisor, we provide tailored risk management
solutions to help SMEs safeguard their operations and achieve their goals. Contact us today to
learn how we can support your business.



Case Study: Proactive Risk Management in Action

A small manufacturing business faced significant supply chain disruptions during the pandemic. By
identifying alternative suppliers and renegotiating contracts, they minimised delays and maintained
customer satisfaction. Implementing cybersecurity measures also protected them from an
attempted data breach.

Top Tools for Risk Management

- Risk Assessment: RiskWatch, Resolver - Cybersecurity: Norton, Bitdefender - Financial
Tracking: QuickBooks, Xero - Project Management: Trello, Asana

Final Checklist

- Have you identified key risks in your business operations? - Are risks prioritised based on their
likelihood and impact? - Do you have clear mitigation strategies for high-priority risks? - Are
your employees aware of their role in risk management? - Is your plan reviewed and updated
regularly?


