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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. 
	
Give short answers for the following questions:

i. Which processes are involved in project risk management?

The following six processes are 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 willingness of stakeholders or organizations to accept or avoid risks.

In the aviation industry there is little or no room for errors as result of the lives at stake. Risks therefore cannot be tolerated. On the other hand the risk level will be tolerated for running down the street where there is no vehicular traffic is quite acceptable.

iii. What is risk identification?

Risk identification is the process of pointing to activities that can go wrong during the life of the project or the identification of those activities that can impact on the success of the project. The comprehensive identification of such activities should be carried out by the project manager and all other stakeholders relevant to the successful completion of the project.

iv. Define the term ‘Qualitative Risk Analysis.’
Qualitative risk “qualifies” the risks that have been identified in the project. Qualitative risk analysis is a broad 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.

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. 
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. Explain the term ‘risk response.’

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. 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. Active acceptance entails developing a contingency plan should the risk occur. Passive acceptance requires no action; the project team deals with the risks as they arise.

viii. Give a few examples of risk transfers.

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

Any effort to reduce the probability 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 risk mitigation 
· The risk of operating a boat at sea is very high. To mitigate such risk the operator must be trained and competent. Each time the boat go to sea pre-departure checks should be carried out.

· Granting a loan without certain conditions is a high risk to the lending institution. As a result to mitigate the risk the lending institution would normally collateral or security before granting the loan

· The risk of fighting crime as police officer is very high. To reduce and mitigate against crimes the law enforcement body would generally put certain laws in place. Additionally, police officers would wear protected vest in fighting crimes
3. Discuss, in detail, the process of identifying project risks.

One of the most important aspects of project implementation is the issue of risk identification. To ensure the success of a project, the risk must not only be identified, a plan should be developed to mitigate the effects and impacts of all possible risks. Identifying risk should be systematic and be carried using a number different techniques. Such techniques should include: Checklists, Lessons Learned, Subject Matter Experts, Documentation Review, SWOT Analysis, Brainstorming, Delphi Technique, Assumptions Analysis and Influence Diagrams. 
A failure to identify the risks which may be involved in a project can mean disaster.

Checklist
Creating a Check List of risks for the project to be undertaken should be the starting point. Once such list is compiled, the next step should be to categorize the risks. In other words from the list you should be able to determine which risk is more important from the other. 

Lessons Learned

A data base of Lessons Learned is a highly visible record of problems encountered, mistakes made, and what the project manager should do differently in future projects.  Prior to the start of  a new project, the project should spend some time reviewing these lessons. Doing so will increase the chances of success for the project. 
Subject Matter Experts

There is essentially no substitute to having experts who know the subject matter advising of the risks involved with the project.  Often they are in other departments but their advice is second-to-none.  If you have access to a subject matter experts they should be utilized.   If subject matter experts available but far removed, it is imperative that you get their input if you can.
Documentation Review

Many project risks can be identified by reviewing the project’s technical details, backgrounds on the project team, and other data.  This can involve researching previous, similar projects or even projects carried out by other organizations.  For example, if you were attempting to land a rocket on a landing pad it might be advantageous to look into the results of others who have attempted this maneuver.

Particularly when there are unusual and/or unique aspects to the project, this can bring out some major risks that were not considered before.  I mean, maybe your project does not involve something as unique as landing a rocket on a landing pad, but probably  some unusual aspects that could or should be investigated for its potential to go wrong.

SWOT Analysis

A Strengths-Weaknesses-Opportunities-Threats (SWOT) analysis will assist in drawing out the risks inherent in the project.  The SWOT analysis is a 4-quadrant box that allows you to see the project from the perspective of the competitive environment with other industry players.  In particular, the “Weaknesses” and “Threats” quadrants can help you to focus on the weak links where potential project derailments lie dormant in wait of their moment.

Brainstorming

Brainstorming focuses on quantity over quality.  You write everything down, and then come back later to narrow down the list.  There are no wrong answers, only low priority items that get crossed off later.

This technique separates the generation of ideas from the analysis.  You would be surprised how many are missed when you attempt to combine these two steps.

Delphi Technique

The Delphi Technique is a way to develop a consensus among knowledgeable participants.  It involves querying the group anonymously, then sharing all of the answers anonymously with the whole group.  Upon seeing the opinions of the others, they are allowed to revise their original opinions.  After several rounds a consensus should emerge.

Assumptions Analysis

Every project contains certain underlying assumptions upon which its business case is built.  Identifying these assumptions, and analyzing their reliability, can result in the identification of new risks.
Failure to identify risks
As risks has the potential to destroy a project, such risks should be identified using the methods available. If risks are not identified and mitigated, the project may fail.  
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