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 1. Give short answers for the following questions: 

I. Which processes are involved in project risk management?

Project risk management processes are Risk Management Planning, Risk Identification, Qualitative Risk Analysis, Quantitative Risk Analysis, Risk Response Planning, and Risk Monitoring and Control.

II. Define the term ‘Stakeholders’ risk tolerance’.

Stakeholders will have differing tolerances of risk, depending on the project, the conditions, and the potential for loss or reward. Stakeholders’ risk tolerance may be known at the launch of the project, by their actions during the project, or through written policy statements.

III. What is risk identification?

Risk identification is an iterative process and can be completed by the project manager, the project team, a risk management team and even SMEs.

IV. Define ‘qualitative risk analysis.

Qualitative risk analysis is a broad approach to ranking risks by priority, which then guides the risk reaction process

V. What is a decision tree method? How it is used for examining risks?

A decision tree is a method to determine which of two decisions would be better. The decision tree model examines the cost and benefits of both decision outcomes and weighs the probability of success for the two decisions.

VI. Explain the term ‘risk response’.

To successfully prepare for risk response, the project manager, project team, and appropriate stakeholders will rely on several inputs—many of which stem from qualitative and quantitative risk analysis—such as the following:

- The risk management plan

- Risk ranking

- A prioritized list of quantified risks

 - A list of prioritized risks

- The list of potential responses decided upon when risks were first identified

- Any risk owners that have been identified, and a probabilistic analysis of the project

- The probability of the project meeting the cost and schedule goals

- Trends from qualitative and quantitative analysis

- A listing of common causes of risks to address multiple risks with an achievable solution.

VII. What is ‘risk acceptance’?

Risk acceptance is the process of simply accepting the risks because no other action is feasible, or the risks are deemed to be of small probability, impact, or both, and a formal response is not warranted.

VIII. Give some examples of risk transfer.

Examples of risk transference include:

- Insurance

- Fixed-priced contracts

- Warrantees

- Guarantees

- Performance bonds

2. How can the effects of risk be mitigated? Give some examples

An effort to reduce the probability and/or impact of an identified risk in the project is called mitigating risks. Mitigation is carried out—based on the logic—before the risk occurs.

Mitigation plans can be created in order that they might be implemented should an identified risk cross a given threshold. 
Examples of mitigation include:

- Adding activities to the project to reduce the risk probability or impact

- Completing more tests on the project work before implementation

- Developing prototypes, simulations, and limited releases

- Simplifying the processes within the project

3. Discuss in details the process of identifying project risk.

Identifying Risks through Interviews

Interviewing project stakeholders and subject-matter experts is an excellent approach to Identifying risks. The people responsible for risk identifications share the overall purpose of the project and the project’s WBS, and they probably have the same assumptions as the interviewee. Through questions and discussion, the interviewee shares his/her insights into what risks he/she perceives within the project. 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.

SWOT Analysis

SWOT analysis is the process of examining the project from the point of view of four

Characteristics. SWOT stands for strengths, weaknesses, opportunities, and threats. For example, a technology project may identify SWOT as follows:

- Strengths: The technology to be installed in the project has been installed by other large companies in our industry.

- Weaknesses: We have never installed this technology before.

- Opportunities: The new technology will allow us to reduce our cycle time for time to- market on new products. Opportunities are things, conditions or events that allow an organization to differentiate itself from its competitors and improve its standing in the marketplace.

- Threats: The time required to complete the training and simulation may overlap with product updates, new versions and external changes to our technology portfolio.

Using Checklists

Using a checklist of risks is a good approach if the current project is similar to projects completed in the past. The advantage of a checklist in identifying risks is that it is a simple and direct approach. Checklists, if they are used, should be used as a guide—not as a complete and final list of risk identification. This is because the disadvantage of using a checklist for risk identification is that the participants may limit their risk identification to only the risk categories on the checklists. It is virtually impossible to create a complete and usable checklist of risks for most projects. Risks that are not included on the checklists should be explored, documented, and planned for. Although checklists are an excellent tool, they often limit the project team’s attempts to identify all of the risks relevant to the current project. At project closure the checklist must be revisited (if it has been used) to ensure that it is accurate and complete for future projects that may use the same checklist.

Examining the Assumptions

Assumption analysis is the process of examining the assumptions to determine what risks may stem from false assumptions. All projects have assumptions. Examining assumptions is about finding their validity. For example, consider a project to install a new piece of software on every computer in an organization. The project team has made the assumption that all of the computers in the organization meet the minimum requirements for installing the software. Should this assumption be wrong, costs would increase and schedule delays would occur.

A review of assumptions across the whole project for consistency is also required when examining the assumptions. For example, consider a project with an assumption that a senior employee will be needed throughout the entire project work; the cost estimate, however, has been billed at the rate of a junior employee. 

Utilizing Diagramming Techniques

There are several diagramming techniques that can be utilized by the project team to identify risks:

- Influence diagrams: An influence diagram charts out a decision problem. It identifies all of the elements, variables, decisions and objectives—and how each factor may influence another.

- Flow charts: System or process flow charts show the relation between components and how the overall process works. These are useful for identifying risks between system components.

- Ishikawa: These cause-and-effect diagrams are also called fishbone diagrams. The goal is to identify and treat the root of the problem, not the symptom. These are excellent for root-cause analysis of the factors causing the risks in the project.
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