[image: image1.png]ﬁ
o R



                                                                  
	Student Name:
	Rugile Balzekaite

	Student Number:
	5758

	Course:
	International Diploma in Project Management 

	Assignment NO:
	11


Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 

	Please insert your completed assignment ( in word format)  here:
Give short answers for the following questions: (16)

i. Which processes are involved in project risk management?

There are six processes involved in project risk management: Risk Management Planning, Risk Identification, Qualitative Risk Analysis, Quantitative Risk Analysis, Risk Response Planning, and Risk Monitoring and Control.
ii. Define the term ‘risk holder’s tolerance.’

Risk holder's tolerance is the level of risk that one is prepared to take when performing an activity. For example, when investing, businesses often get higher rewards when risks are higher. At the same time the risk of losing the investment is higher. Some organisations are be very risk averse and tend to invest their money into relatively safe projects, however, there are some that will invest in riskier start-ups, or ventures that kick off in new areas, such as innovation, new technologies, etc. 

iii. What is risk identification?

Risk identification is a process whereby the organisation implementing a project prepares a plan of how the risks will be identified and analysed as to their impact on the project. 

iv. Define the term ‘Qualitative Risk Analysis.’

Qualitative risk analysis helps to rank the identified risks according to their priority for in the project. This results in a list of risks according to their probability of occurrence and the their impact on project if they were to occur. 

v. What is a Decision Tree Method? How it is used for examining risks?

A decision tree is a method that help a decision maker to decide which of the two decisions is better. It considers the cost and benefits of the two options and weighs the chances of success of each decision. In risk management, the choice with the better outcome would be less riskier option to take. This method can be used to examine options of continuing the business as usual, or starting a new line of business, or buying versus renting options. 

vi. Explain the term ‘risk response.’

Risk response is a set of predetermined actions that ought to be taken in an event of a risk. The effectiveness of risk response affects the severity of the event if a risk was to occur. Risk response planning process assigns responsibilities to people in charge. The response has to be proportionate to the risk itself, i.e. the cost of risk preparedness has to correspond to the level and likelihood of the risk. 

vii. What is ‘risk acceptance’?

Risk acceptance is basically accepting the given risk because there are no alternatives or because the risk is too small to even work on it. In active risk acceptance a contingency plan is often in place specifying what course of action will be taken in the case of the risk occurring. On the other hand, a passive acceptance requires no action. In case the contingency plan is put in place, it often needs to be accompanied by a financial reserve. Examples of such risk acceptance is for example, if one decides to execute a project in a volatile country. The political risk is there, but it has to be accepted, as there is very little one can do about it. 

viii. Give a few examples of risk transfers.

Risk transference is a process of transferring the risk to a third party via an agreement and certain cost related to it. Insurance is a typical example where one party pays another party to take the risk on their behalf for a premium. Other examples include fixed-priced contracts, warrantees, guarantees, performance bonds. 

2. How can the effects of risks be mitigated? Give some examples. (4)
Risk mitigation happens before the occurrence of the risk itself. A mitigation plan would normally specify the tolerated thresholds beyond which an action is required. 
Examples of risk mitigation a very far reaching . For example, when launching a new online shopping website a company would most likely launch a Beta version of it and test it on a smaller number of potential consumers to mitigate a risk of a full launch and errors or failure with a wider group of consumers. 
Another example is if quality of a service is of paramount importance to the company and the project, a decision to implement an ISO 9000 standard could be made in order to mitigate the risk related to the quality of the services. 
In an example of a construction site, besides it being a norm, the project coordinator will require all workers to wear safety helmets when on site in order to reduce the risk of being hit by a falling tool or a brick. 
3. Discuss, in detail, the process of identifying project risks.
Risk identification process first provides for identifying the project risks that may negatively affect the project and documenting what their effect may be. It is an iterative process and can be done by the PM, the team or a specialised risk management team. 
The starting point is a good understanding of the project. Then, understanding why certain risks may exist or occur and under which circumstances. An understanding of customer's objectives, expectations and intent is also key to the process. 
The process starts with analysing and understanding the project background information, such as the project charter, schedule, costs, assumption, constraints, etc. 
Thereafter, the risks are subdivided into relevant categories: 

Project management risk, which address the management of the project, such as the team, the resources allocated, scheduling; 

Organisational risks, whether the project is prioritised by the implementing organisation correctly, adequate funding, management attention, etc. 

Technical and quality related risks often are those related to testing new equipment or method of production; quality in case there is a reduction in number of staff, etc. 

External risks are those not directly linked to the project team itself; these could be political, financial, natural risks. 
Historical information can also serve as an important input in the process or risk identification. The projects in the past were previously analysed before and after their execution and may provide valuable information to the new project and help prevent certain mistakes. 

The next step is risk identification itself which should be done in a systematic and methodological manner. 
Once the identifier is familiar with the project documentation and objectives, know customer's intent, the next step is to use brainstorming approach. This best is done with bigger group of stakeholders, including the project team, the customer, risk experts and other relevant stakeholders. During this process the risks are broadly identified and detailed. Later on these will be analysed in detail by applying qualitative and quantitative analyses. 
Another method that is applied in risk identification process is the Delphi technique which allows to query the experts in an anonymous way. It helps prevent domineering by any one expert and their opinion. 
Interviewing stakeholders and experts is another way of getting more input into the risk identification process. Various experts may have different past experiences and background when it comes to risks and may provide inputs that otherwise would be overlooked. 
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