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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. 
	1. Short answers for the questions: (i-viii)

i. Project Risk Management processes, includes:
· Plan Risk Management: - The process of defining how to conduct risk management activities for a project.

· Identify Risks: - the process of determining which risks may affect the project and documenting their characteristics.

· Perform Qualitative Risk Analysis: - The process of prioritizing risks for further analysis or action by assessing and combining their probability of occurrence and impact.

· Perform Quantitative Risk Analysis: - The process of numerically analyzing the effect of identified risks on overall project objectives.

· Plan Risk Responses - The process of developing options and actions to enhance opportunities and to reduce threats to project objectives.

· Control Risks - The process of implementing risk response plans, tracking identified risks, monitoring residual risks, identifying new risks, and evaluating risk process effectiveness throughout the project.

ii. Risk utility or risk tolerance is the amount of satisfaction or pleasure received from a potential payoff
· Utility rises at a decreasing rate for people who are risk-averse

· Those who are risk-seeking have a higher tolerance for risk and their satisfaction increases when more payoff is at stake

· The risk-neutral approach achieves a balance between risk and payoff

iii. Risk identification is the process of identifying the risks and then documenting how their presence may affect the project. Risk identification is an iterative process and can be completed by the project manager, the project team, a risk management team, and even SMEs. In some instances, stakeholders and even people outside the project may complete additional waves of risk identification.
iv. Qualitative risk analysis is abroad approach to ranking risks by priority, which then guides the risk reaction process. Specifically, qualitative risk analysis examines and prioritizes the risks based on their probability of occurring and the impact on the project should the risks occur. Once risks have been identified and prioritized, qualitative risk analysis can lead to more in-depth quantitative risk analysis or move directly on to risk response planning.
v. 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. For example, it may be used to determine lease-or-purchase equations, buy versus- build scenarios, or whether to use in-house resources rather than outsourcing the project work. The purpose of the decision tree is to make a decision, calculate the value of that decision, or determine which decision costs less.
vi. Risk response is the process of developing strategic options, and determining actions, to enhance opportunities and reduce threats to the project’s objectives.  
Risk response focuses on how to decrease the possibility of risks adversely affecting the project’s objectives and how to increase the likelihood of positive risks that can aid the project. Risks will increase or decrease based on the effectiveness of risk response planning. Risk response planning assigns responsibilities to people and groups close to the risk event.
The responses to identified risks must be in balance with the risk itself. The cost and time invested in a risk must be met with the gains achieved from reducing the risk’s impact and probability. In other words, a million-dollar solution for a hundred-dollar problem is unacceptable.
People assigned to the risk must have the authority to react to the project risk as planned. Usually, there will be several risk responses that may be viable for the risk; the best choice for the identified risk must be documented, agreed upon, and then followed through should the risk come to fruition.

vii. Risk acceptance is one of the risk management techniques appropriate where the cost of managing the risk is acceptable because the risk level is insufficient to justify the cost of risk avoidance. Different risk strategies are used to reduce(or enhance) the probability/impact of the identified or even unidentified/unknown risks. In certain situations, risk management team uses acceptance strategy for known risks as the option based on analysis. As a general rule, all unknown(residual) risks follows acceptance strategy as no information available about them & team will deal with those risks as they occur.
Acceptance strategy can be either passive or active. Passive acceptance requires no action except to document the strategy, leaving the project team to deal with the threats or opportunities as they occur. The active acceptance strategy is to establish a contingency plan, contingency reserve, including amounts of time, money, or resources to handle known or even sometimes potential unknown, threats or opportunities.
viii. Transference is the process of transferring the risk (and the ownership of the risk) to a third party. The risk doesn’t disappear - it is simply someone else’s problem. Transference of a risk usually costs a premium for the third party to own and manage that risk. Common examples of risk transference include:
· Insurance

· Fixed-priced contracts

· Warrantees

· Guarantees

· Performance bonds

2. 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. 
For example, a manufacturing project may have a mitigation plan to reduce the number of units created per hour should the equipment’s temperature cross a given threshold. The cost and time required to reduce or eliminate the risks is more cost-effective than repairing the damage caused by the risk. The risk event may still occur, but the cost and impact of the risk will both probably be very low. 

The reduction is the number of units per hour that it may cost the project in time. Additionally, the cost of extra labour to run the equipment longer because the machine is now operating at a slower pace may be attributed to the project. However, were the equipment to fail, the project would have to replace it and would be delayed for weeks while awaiting repairs.
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. Risk identification should be a planned, methodical approach. A systematic, scientific approach for risk identification includes but not limited to:-
· Reviewing project documents: One of the first steps the project team should take is to review the project documentation, which includes project plan, scope, and other project files. This structure review takes a very broad look at the project plan, the scope, and the activities defined within the project. Constraints and assumptions should be reviewed, considered, and analyzed for risks.
· Brainstorming the project: The most common approach to risk identification is Brainstorming. This is usually completed by the project team as a whole to identify the risks within the project. A multidisciplinary team, hosted by a project facilitator, may also complete the brainstorming. This approach can include subject matter experts, project team members, customers, and other stakeholders in order to contribute to the risk identification process. The risks are identified in broad terms and posted before their characteristics are detailed. The identified risks are categorized and will pass through qualitative and quantitative risk analysis later.
· Using the Delphi technique: The Delphi Technique is an anonymous method of querying experts about foreseeable risks within a project, phase, or component of a project. There may be several rounds of anonymous discussions using the Delphi Technique—without fear of backlash or offending other participants in the process. The results of the survey are analyzed by a third party, organized, and then circulated to the experts. The Delphi Technique is completely anonymous and the goal is to gain consensus on project risks within the project. The anonymous nature of the process ensures that no one expert’s advice overtly influences the opinion of another participant.
· 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.
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