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Question 1:
Give short answers for the following questions: 

I. Which processes are involved in project risk management?

There are 6 processes involved in Project Risk Management. They are as follows:
· Risk Management Planning - The project manager, the project team, and other key stakeholders need to make decisions about what the risk management processes should be. This should happen early in the project development process, but can continue as the project information increases.
· Risk Identification – This process should describe how risks should be identified, the requirements for risk analysis, and how the risk response process should be managed.
· Qualitative Risk Analysis – Used to rank the risks by priority. Ie: which risks have the highest probability of occurring, and what their impact could be.
· Quantitative Risk Analysis – Numerical assessment of the probability and impact of the risks that have been identified. This creates an overall risk score for the project.
· Risk Response Planning – Determines the action that should be taken in response to the identified risks, and who the responsibility of taking those actions should be assigned to.
· Risk Monitoring and Control – The process for monitoring the identified risks for any signs that they could be occurring. It also involves controlling these risks with the predetermined responses, and looking out for new risks that could affect the project.

II. Define the term ‘risk holder’s tolerance’.

‘Risk holder’s tolerance’ is the willingness of a person or the organization, to accept or avoid the identified risks of the project. Tolerances for risk can differ depending on the type of project, the project conditions, and the likelihood of loss or reward. For example, a stakeholder may have a larger tolerance for the risk of the weather affecting building conditions during summer, when good weather is expected.

III. What is risk identification?

It is the process of deliberately and systematically determining and listing all the risks that could prevent the project from achieving its objectives. All the identified risks need to be documented to explain how their presence can affect the project. Then these risks need to be communicated to the project team and stakeholders before they actually become problems.

IV. Define ‘Qualitative Risk Analysis’.

It is the process for ranking the identified risks by priority, for subsequent further analysis or action, by assessing and combining their probability of occurrence and impact. It involves the identification of risks and an assessment of those risks. Once the risks are identified, an initial assessment that categorizes the risks into probability of occurrence (high or low) and impact (major or minor) on the project is then carried out. 

V. What is a decision tree method? 

The branching method used to illustrate every possible outcome of a decision, in order to determine which decision is best.

How it is used for examining risks?

It examines the costs and benefits of all decision outcomes, and then weighs the chances of success for each of the decisions based on these outcomes. The decision tree can help determine which decision will cost the project less, what the value will be of each decision, and therefore, which decision to go with.

VI. Explain the term ‘risk response’.

Risk Response is the appropriate action taken, or procedure implemented upon discovery of an unacceptably high exposure to one or more risks. It not only focuses on the possibility of risks that can negatively affect the project, and how to handle those risks, but it also deals with how to increase the chances of positive risks that can benefit the project.

VII. What is ‘risk acceptance’?

Risk Acceptance is when risks are simply accepted by the organization, and no action is taken. This happens when no other action is worth taking, the organization chooses to live with any possible consequences of the risk (when the likelihood of the risk seems small, and/or when the impact of the risk on the project isn’t very big), and any potential losses can be easily dealt with. There are 2 kinds of risk acceptance:
Active acceptance: developing a contingency plan should the risk occur
Passive acceptance: the project team deals with the risks as they happen

VIII. Give some examples of risk transfer.

The following are examples of when the risk becomes someone else’s problem, usually at a premium or fee:
· Insurance policy (car, structural, home contents)
· Fixed-priced contracts
· Warrantees
· Guarantees
· Performance bonds
· Medical Aid


Question 2:

How can the effects of risk be mitigated? 

They can be mitigated by identifying the possible project risks, and then putting specific measures or strategies in place, to minimize or eliminate those risks. These measures can involve reducing the severity of the risks, reducing the probability of the risks occurring, or reducing the project’s exposure to the risks. 

Give some examples. 

· Minimize the chances that the risk will occur by taking the necessary actions to reduce the chances that the situation will happen.
· Completing more tests on the project work before implementation.
· Simplifying the processes within the project.
· Developing contingencies to minimize the negative consequences if a bad situation does occur.
· Developing prototypes, simulations, and limited releases.

Question 3: 
Discuss in detail, the process of identifying project risk.
The project manager and project team should use the necessary inputs, and take a methodical, systemic, if not scientific approach to identifying project risk. This process should be well planned so that only one direction at a time can be taken, to avoid overlooking any possible risks. The following are several processes that can be used for risk identification:

· Reviewing Project Documents – This is one of the first steps that the project team should take, as the project documentation includes the project plan and project scope. These will give the team a good idea of exactly what they’re dealing with, and provide more information on what situations could pose as a threat to the project. Reviewing studies, reports, preliminary plans, estimates, and schedules are a common and early method to help identify risks that may affect project objectives. The project manager and team should also review and analyse constraints and assumptions for possible risks.
· Brainstorming – Formal and information brainstorming sessions is one of the most common techniques used in risk identification. Project team members, stakeholders, specialty groups, and subject matter experts can all partake in this process. During brainstorming, risks are identified in broad terms, and their characteristics are identified. Risks are then categorized before being passed through qualitative and quantitative risk analysis at a later stage. Brainstorming is a technique that can be scaled from the most simple of projects, to the most complex of projects.
· SWOT Analysis – This is a structured planning method in which the project’s Strengths, Weaknesses, Opportunities, and Threats are identified. Threats and Opportunities are considered to be external conditions or events outside of the project that could affect something inside the project. Eg. The weather in construction projects, or updated versions in software/technological projects.
Strengths and Weaknesses are the internal conditions of the organization that could affect the project. For clarification:
Strengths: List the advantages of the project 
Weaknesses: List the internal factors that could prevent the project’s success
Opportunities: List an external factor that could contribute to a positive outcome
Threats: List external factors that could negatively affect the project
· The Delphi Technique – Also known as the Delphi method; it’s a structured communication technique, developed as a systematic, interactive forecasting method which relies on a panel of experts. This technique is completely anonymous, so as not to offend other participants in the process, and to avoid one expert’s advice influencing others. This technique can be used to determine risks during the project as a whole, just a phase of the project, or simply for one component of the project.
· Identifying Risks Through Interviews – The person interviewed – usually project stakeholders and subject matter experts (SMEs) - can share their insight on what risks they perceive, through questions and discussion. The goal of the process is to learn from the expert what risks may be hidden within the project, what insight the person has into the project work, and what risks this person has encountered on similar work.
· Checklists – This is a good approach if the current project is similar to past projects. However, checklists should only be used as a guide so that risks aren’t limited to only those on the checklist because it’s almost impossible to draw up a complete checklist with all the risks that can affect most projects. It’s important to note that risks that are not included on the checklist, must still be identified, explored, documented, and planned for.
· Diagramming Techniques – Some of the diagramming techniques that can be used to identify risks are:
Flow Charts: Useful for identifying risks between system components.
Cause and Effect Diagrams: Great for establishing what the root cause of the factors causing the risks of the project.
Influence Diagrams: Identifies all elements, variables, decisions, and objectives, and how each of them influences the other.
· Examining Assumptions – It’s very important to see which risks stem from false assumptions. This isn’t to say that there should be no assumptions, however, the validity of these assumptions should be determined. Eg. If shift work in a call centre were based on the assumption that all customers would call during 9am and 5pm, and most workers shifts are concentrated during those hours, and then it turns out that a large portion of customers are still calling in until 8pm, then there won’t be enough workers scheduled to take calls during that time, which will result in long wait times and dissatisfied customers.
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