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Assessment Eleven: Project Risk Management
Samantha Fowler

Short Questions
i. There are six main processes involved in Project Risk Management, which are concerned with identifying and planning for potential risks that may impact the project. A number of these may be combined into one step, but the six are Risk Management Planning, Risk Identification, Qualitative Risk Analysis, Quantitive Risk Analysis, Risk Response Planning and Risk Monitoring and Control.
ii. Stakeholders’ risk tolerance is how much each stakeholder is willing to tolerate risk in the project. It will vary and be specific to the project, the conditions and the potential for loss and reward. It is important for the project manager to determine each stakeholders’ risk tolerance either at the start of the project through written policy statements, or through their actions throughout the project itself.
iii. Risk identification is done on completion of the risk management plan and is the process of identifying risks that may hinder the project’s success, and documenting how the project could be affected. This is an iterative process and should planned and methodical. It can be completed by a number of people involved in the project, including the project manager or team, and key stakeholders. Brainstorming the project as a whole, reviewing project documents, the Delphi technique (a method of querying experts about foreseeable project risks), interviewing stakeholders and subject-matter experts, SWOT analysis (strengths, weaknesses, opportunities, threats), diagramming techniques, using checklists and examining assumptions are all effective methods for identifying risks within a project.
iv. Qualitative risk analysis is a broad approach to ranking risks by priority to guide the risk reaction process – essentially, “qualifying” each risk that has been identified. The approach examines and prioritizes the risks based on their probability of occurring during the project and their impact, should they happen. Qualitative risk analysis is the pre-cursor for quantitative risk analysis, a more in-depth method.
v. The decision tree method is essentially a risk-based comparison between two methods to determine which would be better. It weighs up the probability of success for two decisions by examining the cost and benefits of each. The purpose of the decision tree method is to make a decision and calculate the value of that decision against another (or determine which costs less). For example, I need to install two storage containers on a site. I need to determine whether to rent or buy them, and to do this I will weigh up various factors including the weekly cost of renting, the capital cost of buying and the expected time I will need them (e.g. is it short-term or will I require them for longer?). The decision tree method will be useful in doing this.
vi. Risk response focuses on how the project team can decrease the possibility of risks adversely affecting the project’s goals and objectives, and how to increase the likelihood of positive risks aiding the project. Risk response planning has a direct effect on the increase or decrease of risks, and the investment in a risk must be directly proportional to the gains achieved from using the risks impact and probability. There is no use spending six weeks and £50,000 on a solution that reduces the programme by one day, and the cost by £1,000.
vii. Risk acceptance occurs when either no risk mitigation action is feasible, or when the probability or impact of a risk is deemed to be so small that a formal response is not required. The project team simply accepts the risk, and either develops a contingency plan in case the risks occur (active acceptance) or just deals with the risks as they arise (passive acceptance).
viii. The transference of risk is the process of transferring risk, and ownership of the risk, to a third party. The risk still exists, it is just managed by someone else and usually costs a premium for this third party to manage that risk. Risk transference comes in many forms but common examples include insurance, performance-bonds, guarantees, warrantees and fixed-price contracts. In construction projects, an independent quantity surveyor is commonly employed to form the tender and manage the contract, essentially transferring many risks associated with the contract from the client.

2.  Mitigating risk is an effort to reduce the probability and/or impact of an identified risk and is carried out before the risk occurs. Mitigation plans are created to be implemented should the identified risk cross a given threshold. For example, in fish farming, a freshwater site will have mitigation plans in place for when the water temperature increases above a certain level. This could involve closer monitoring and different feed schedules to ensure the fish are well-kept and relaxed. The idea is that the cost and time involved in mitigating the risk outweighs the cost and time involved in repairing the damage caused by the risk. So in the above example, the cost of paying overtime to site staff for closer monitoring massively outweighs the cost to the business of a high percentage of the fish dying.
Adding activities to the project (as above) to reduce the probability and/or impact of the risk is one example of risk mitigation. Other include completing more tests on the project work before implementation, developing stereotypes, simulations and limited releases or simplifying the processes within the project.

3. Risk identification is a process vital to the success of a project, and should be treated as such. The Risk Management Plan is a key input to this process as it describes how the overall approach to the management of the process – how risks will be identified, the management of the risk response process and any requirements for risk analysis. Risk identification itself is an iterative process and will likely be completed by a combination of the project manager, project team members, a risk management team or in some cases, key stakeholders. It is vital that those carrying out the risk management process have a solid understanding of the project and its goals in order to recognise risks and how they could affect its success.
Risks should be categorized after they have been identified, but these categories should be outlined beforehand and should include common risks for the industry in which the project is operating. Risk categories help rank, organize, and isolate risks within the project, and the main four are:
· Project management risks (e.g. unsuccessful allocation of time and resources, low quality work)
· Organizational risks (e.g. if the organization itself contributes through unreasonable cost, time and scope expectations, inadequate funding and competition for resources)
· Technical, quality or performance risks (e.g. using new or unproven technology, changes to technical or industry standards)
· External risks (e.g. outside the project but affect it such as legal issues, labour issues, weather, disasters)
Historical information will be collated by the project team to help with the identification of risks if the organization has undertaken similar projects in the past, before the formal risk identification process begins. This will be done using a planned, methodical method, and there are a number of different approaches.
One of the first steps is to review project documentation, including the project plan and scope to review and analyse activities, constraints and assumptions for risks. Brainstorming will normally then occur as the most common approach to risk identification, and is usually completed by the whole project team together. It may also include external sources such as subject matter experts and customers, as well as key stakeholders within the business. The risks will be identified in broad terms, ready to pass through qualitative and quantitative analysis.
Another common approach is the Delphi method, which is an anonymous method of querying experts about foreseeable risks within the project or component of a project. This is done anonymously to avoid fear or backlash of offending other participants in the process, before the results of the survey are analysed by a third party and circulated to the experts.
Interviewing subject-matter experts and project stakeholders is an excellent approach to identifying risks. Through the discussion the interviewee can share their insights into perceived project risks and the project manager can learn from them, particularly if they have worked on similar projects in the past and/or with other organizations. 
SWOT analysis, examining the project from the point of view of strengths, weaknesses, opportunities and threats. For an example, the installation of a new salmon slicing machine may identify SWOT as:
· Strengths – the slicing machine is widely adopted throughout the industry
· Weaknesses – this equipment is new to the business and there is a lack of experience within the company in using it
· Opportunities – it will allow the processing facility to dramatically reduce the slicing time of one salmon fillet. This means the product will be fresher (extending the shelf-life) and it will require less man power to do it.
· Threats – The machine must be installed within a very short window in order to not disrupt production
Other techniques for risk identification can include using checklists – a simple, direct approach and a good option is the project is similar to projects completed in the past, examining project assumptions (analysing the impact of assumptions being false) and diagramming techniques which allow the project manage to visualise risks and chart out a decision problem.
Risk identification occurs at the beginning of a project as well as throughout and results in three main outputs – risks, triggers and inputs to other processes. The risks are the most obvious output of risk identification, and the triggers are warning signs or symptoms that a risk is about to occur.
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