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1. Give short answers to the following questions:

 
a) Which processes are involved in project risk management?

1. Plan Risk Management – the process of deciding the way in which risk management will be implicated in the project.

2. Identify the Risks – the process of identifying the type of the risk as well as the sources of overall project risk and documenting the characteristics of the risk.

  
3. Perform Qualitative Risk Analysis – this process is about deeper and further analysis or action of the individual project risk characteristics – this need to be ascertained like the probability of occurrences and what impact it will create on the project. The main goal is to prioritise risk based on their probability and level of impact; the additional goal is to improve the understanding of the project risk. This extra knowledge will help to create some strategy to eliminate the risk or suffer the impact and make the project successful.

4. Perform Quantitative Risk Analysis – this process is a secondary and further analysis of the highest priority risk by converting the impact of risk on the project into the numerical or quantitative rating and analyse the effect of this identified risk on whole project objectives. The goal is to achieve all the information about the quantitative risk in order to devise the proper strategy and minimize the uncertainty of the project.


5. Plan Risk Responses - this process involves devising the whole strategy of reducing or eliminating any possible threats to the project as well as decreasing the possibility of impact and increasing the opportunity if occur.

6. Implement Risk Responses – this process is about taking action and implementing the already devised strategy in response to the project risks and to maximize the project effectiveness.

 
7. Monitor Risks – this process of controlling of already implemented actions to reduce or eliminate any impact or threats to the whole project, this is also a process of identifying and analysing any new threats or risks as well as continuous evaluation of the risk process effectiveness throughout the whole process. 

b) Define the term ‘risk holder’s tolerance.’

Risk is an almost inseparable part of any possible activity we might decide to launch; the question is only how big risk we would like to take into the measurement. For example: if we will run a little project of renovating our shed at the end of the garden and we might just (by lack of experience) pick the wrong type of building materials which might result in having sheds roof leaks, this (I am sure) will be insignificantly small in comparison to the biggest building project where some similar mistakes might result in the collapse of the roof and perhaps consequently cost some lives.


c) What is risk identification?

In the process of running the project, we need to identify the project risks. Risk identification is nothing else than a thorough investigation of potential risks that might impact on the whole project and ultimately might result with the failure of the project or even with casualties of the project failure like for example: Sinking of the ship RMS Taylor in 1854 resulted in the loss of 650 lives or the modern project of St. Helena Airport cost £285 million in 2016, result with long delay due to safety reasons missed in the project risk identification.      

d) Define the term ‘Qualitative Risk Analysis.’

The qualitative risk analysis is a very important process in the risk project management arsenal and we have to use it when required. After all, being a project manager, it is our job to be able to recognize any oncoming threats, risks and possibility of impacts of the project and when recognized we must devise an appropriate strategy for ensuring our project success. 
So, with the list of possible threats, we must identify the most significant. Following with Pareto analysis rules, we know that 80% of the impact is created by 20% of the threats, but which is 20%? This we might just do it by performing the probability/ impact method or performed Pareto analysis (see example).


	RISK
	PROBABILITY
	IMPACT
	SCORE

	A
	8
	10
	80

	B
	4
	8
	32

	C
	5
	5
	25

	D
	2
	5
	10












    Probability/impact method example.

e) What is a Decision Tree Method? How it is used for examining risks?

The decision tree analysis method can be used in many levels of project management and any decision-making condition. It is a versatile way of analysing data, allowing overcoming uncertainty in the decision process, so it is used as the support for identifying the best alternative course of action. It has, however, some weakness such as low dexterity to the incomplete set of information taken to the analysis. Therefore, it is important while performing this method to ensure that the data used to create the decision process will be updated and it is as accurate as possible otherwise it might be instrumental in the mistake.
This method can be used to perform quantitative risk assessment, allowing exposing the biggest risk to be taken on board and dealt with. For example:

Company x facing a difficult decision in regards to one of the most important moulding machines producing materials for a strategic customer. Recently the machine failed a few times and management started realizing that there is an inevitable failure of this machine. The project manager decided to take the first approach to this problem and run the tree analysed to ascertain what kind of budget need to be prepared when he will speak to the board of directors.
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Based on this analysing technique the project manager can take action in the direction of installing a new machine, rather than trying to renovate the old one.


f) Explain the term ‘risk response.’

Risk response is the process of ascertaining and preparation of a proper strategy to dampen any possible risk or threat to the project, which will be put into the action plan previously agreed upon. When required the process allocates activities and resources into the project management plan and the project documents. For ensuring that the risk response is properly monitored and nothing will escape of adequate attention the risk response has assigned project team member.
When risk responses are monitored properly and effectively can reduce the level of the individual threats significantly also it can maximize individual opportunities as well as reduce overall risk exposure.  

g) What is ‘risk acceptance’?

During the risk analysis, we might establish what kind of risk we might face, which is the most critical one and which is less critical. With the less critical we might just “keep an eye” on this risk by accepting its existence, but not forgetting about it. At some point, especially in the engineering departments, we accept the risk as to the part of the inescapable outcome of the project, however, we might just put it into risk factor by creating FEMA analysis.     


h) Give a few examples of risk transfers.

Risk transfer involving shifting the responsibility for its management and liability in the case that the risk has happened. The general aim for risk transfer it to ensure that the risk has an owner and it is properly and effectively managed. Risk transfer usually involves an additional cost for paying a premium.
Examples of risk transfer:

· Transfer the risk to the insurance company, of the contract with the penalty enclosure (property insurance, car insurances)
· Hedging transactions
· Transferring the “delicate” task to the contractor for finalizing it and for attritionary liability insurance.

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

To properly answer this question, we should establish what is risk mitigation:
Risk mitigation is the measured action taken to reduce “damper” possible risk or threat to the project and increase the opportunity for the project goal. The project risk might be mitigated or even enhanced by adequate strategies implemented. For example:

Example1

The automotive company X received the opportunity of receiving a quite lucrative and long-term contract to produce parts to a new electric car model. The project manager has been involved in implementing a new production line, which contains a dozen new generation machines. The project scope has created all plan on-board, however, after analysing the possibility of the risk or threat to the project, the project team realized that the technical department has no knowledge about this sort of equipment and will possibly fail to complete it on schedule moreover it might not be finished at all. Apart from that, even if the company might use external contractors to complete the project on time - the production will not start properly as the production and service will not know how to work with it and how to resolve any possible breakdowns.
The mitigation, the response will be organizing proper training for the technical department and production as well. This also should be boosted with an additional contract with the contractor technical department and associate them with a minimum 6month contract for technical support and service 24/7hr.   

Example 2

The development team has a new contract for building new residential houses. The houses will be built in the formal coal mining area which thus creating the risks of subsiding and other unexpected problem with the buildings which it creates a considerable risk to the whole project.
Mitigating response to this will be involved of geodetic surveyors and building technical coordinators whose role will be, to ascertain the safety of the building area as well as technical support for ensuring that the new buildings will not be subsiding in the future. 


3. Discuss, in detail, the process of identifying project risks.

IDENTIFYING RISK

Risk Management Plan                                    
Activity Cost EstimatesTOOLS &   TECHNIQUES

Project DocumentsRISK REGISTER

Scope Baseline                              INPUTS                                  UTPUTS     
Activity Duration Estimates                                                           
Scheduled Management Plan
Stakeholder Register
Quality Management Plan
Cost Management Plan



The process of risk identification beginning at the same moment as the beginning of planning for the new project. Generally, it begins with Project Risk Management, where all structures of the project risk identification process begin.  Project manager naturally takes all responsibilities for ensuring that the project will become successful, therefore, the earliest identification of project risks is necessary. The process of risk identification will continue during the whole project lifetime as the risk itself might occur at any moment from the beginning to the end. 
As stated before, the project manager and the project team will take necessary action to identify the risk as early as possible, but what exactly is a risk?
According to the PMBOK, the risk is: 
“An uncertain event or condition that if it occurs, has a positive or negative effect on a Project`s Objectives” another word this will affect the outcome of our project and it will be unexpected, unless we can prepare for it as when the risk occurs, it is no longer something uncertain, rather it is an issue. There are four ways to respond to the risk:

1) Avoid - this method we might use if we cannot prevent the risk, we might just ignore it, especially if it will not damage our project, and the impact is very low.
2) Mitigate - as we cannot avoid the inevitability of the risk, but we might mitigate it and by this, we might neutralize the risk or even turn it to the opportunity.
3) Transfer - this is the most efficient way to remove the risk by simply transfer it to someone else and allows them to take responsibility for the risk if it occurs.
4) Accept - well, this is only for the situation that we cannot prevent, neither avoid, mitigate or transfer the risk so we might as well just accept it and try to accept the impact of the risk.

So, we described the risk, now let see how to identify it;
The project manager and his/her team beginning to analyse the possibility of the threat or risk to the project at the beginning of the project. The reason behind is to lead by necessity – there might be a risk in the very beginning and the project might die just because of this or worse it will finish with complete fiasco and financial losses. 
Identification of the project risk it was taken with care and structured methodology to prevent any chances of overlooking or mistake, therefore, a systematic approach is required. The use of techniques is dependable of the situation and the circumstances, such as multinational team working in different time and zones. There is a list of tools available for project risk identification:

a) Identification of the risk; in this phase the project manager assessing any risk by asking a very simple two questions – why? And have we seen this before? Followed by checking the scope, project plan and all project-related data.

b) Brainstorm technique if it is possible the group of multidisciplinary experts can identify the risk or threat to the project. This brainstorming session is led project by project facilitator or project manager.

c) Next way of identifying the risk is the Delphi Technique. Delhi technique is the method of gathering experts point of view on the subject by the moderator. All collected data are analysed, summarized and after that, the most common solution is selected for another round where the next solution is taken for another analysing and finally the most common is identified.
This technique is used preferably in the situation where:

· There is so many expert involvements that the consensus is not likely to be achieved quickly.
· There the experts are located in a different geographical area sometimes even within a different time zone, so the brainstorming technique is out of the options. 

d) Another way of identifying the risk is the SWOT analysis. SWOT stands for:

Strength- this refers to the strengths of the company, allowing to achieve the project objectives.

Weakness – this part refers to the weakness within the company that might prevent in achieving the project objectives.

Opportunities – this part refers to any external parts helping in the successful completion of the project.

Threats- analogically this part refers to the external obstacles preventing the company in achieving the project objectives. 

Example:

The project subject is a new development of residential properties which expected deadline is 10months from now.

Strength: 

Financial strength – Our budget is well prepared for any unexpected costs.

Logistic strength- Our network of suppliers is well tested 

Customer strength - The advertisement went smooth and customers responded well above expectation level.

Weakness:

Financial weakness – single price for the property is higher than anticipated – it might discourage customers from buying a property.
 
Logistic weakness – the amount of the experienced lorry drivers is small which might put the international supply line on stress.

Customer weakness – Customer support require more paying options and mortgage advisers helping with attracting new customers.

Opportunities:

Financial opportunities – the introduction of lower credit rates for those who buy a house in the first quarter of the year, the additional introduction of the studio apartments for those whose expectation is not so high. 

Logistic opportunities – creating a local storage area for specialist building materials will reduce the pressure on international logistics and allows to lower costs by organizing one bigger transit once a month. 

Customer opportunities – an extended working day for Saturday allows catch up with the customers who are working week time and is unable to contact during the week time.

Threats:

Financial threats – Rising minimal rates by the bank of England might create a difficult situation for those who wish to buy their first house.

Logistic threats – Rising prices of the fuel might make transit costs rising and might reflect on the final price of the houses – so it might be less attractive.

Customer threats – Changes in the economic situation might discourage any new customers and therefore it might remove the profitability of this project.

Based on the SWOT analysis the project manager and his team might decide to devise a mitigation plan or any alteration plan into the project. 


e) Then there is Risk Breakdown Structure (RBS).
RBS - is a structured and hierarchical way of categorizing risks to project in the way it is similar to work breakdown structure and it allows the project manager to identify risk in an orderly way.

Risk Breakdown Structure works in three steps which can be used continuously throughout the entire project:

Level 1 - Identify the risk
Level 2 - Assess the risk
Level 3 - Plan response

Identifying the risk - this can be done by any techniques available for project managers like brainstorming or Interview or by check of WBS. This list of risks can be noted as:

  Level 0                           Level 1                                 Level 2                          Level 3 


All
Project                        Management                         Corporate                            competitors
Risks                                                                                                                    suppliers                  
                                                                                                                             cash-flow      

                                                                                 Customers                           stability
                                                                                                                                     requirements 

f) Using diagramming techniques - there might be in use the flow chart techniques or Pareto.

Flow chart - describe the flow of the process or any required procedure or organizational structure. It can be multi-levelled - it is connecting different departments altogether.

Pareto - this technique (called sometimes as “80/20 rule”) is developed by Italian economist Vilfredo Pareto, who discovered that 20% of work generates 80% of the benefit. This technique can be used in many aspects of a business, project or even private life. The 80/20 rule for the project, for example, proving that 80% of problems are caused by the final 20%. 

g) The Cause-and-Effect called Fishbone technique, fishikawa, or Ishikawa) was invented by a Japanese professor of engineering and organizational theorist Kaoru Ishikawa. The idea behind this technique is the identification of the risk or problem by using a brainstorming session as follows:

· Agree on the category or condition to be considered;
· Encourage each team member to contribute;
· Discourage debates or criticism;
· Contribute in rotation, take turns or free flow. Ensure that every member has an equal opportunity;
· Listen to and respect an idea of others;

PROCEDURE
PEOPLE
POLICY





THE PROBLEM/ RISK



(CAUSES)


METHOD
PLACE
ENVIRONMENT



Ishikawa diagram


Ishikawa template can be used in any situation, the categories can be shaped to the requirements. The most important part is the way of asking the questions in order to find the risk, for example:
PEOPLE



                        qualifications
             
                         working condition              

                                                        team relationsY





The People category group root causes related to people, staffing and organisations. The question asked can be like this:

· Are the people training and qualifications adequate to the role, do they have the right skills?
· Are the people overworked?
· Are there good team relations?

h) SMART is another technique available for risk identification.

SMART stands for:

S- Specific - the issue towards the risk must be specified and clear in the detailed description of what is the issue of concern.
M- Measurable - the objectives must be controllable, allowing to properly assess the risk, for example: what the consequences of the risk can be expected. 
A- Attributable - What is the risk trigger? Who is the risk owner and how do we know about it?
R- Relevant- Are the objectives are in the area of project interest? Why is this risk important to our project? Is it critical?
T- Time-Bound - the risk itself, it is time-sensitive, it cannot be left forever, otherwise when we are at risk?
 


All the outcomes of the project risk identifications will be used in the qualitative risk analysis:


RISK REGISTER UPDATE
TOOLS &   TECHNIQUES

RISK REGISTER                                INPUTS                                   OUTPUTS    
RISK MANAGEMENT PLAN                                 
PROJECT SCOPE STATEMENT



All identified risk is taken for further analyses, this way the level of the risk can be established and the way of responding to the risk can be assessed. For this reason, there are tools and techniques which project manager will use for additional analyse of the risks:

a) Qualitative risk analysis - (defined in question1 section d) 
Qualitative analysis uses available data for establishing the probability level of the risk outcome. Qualitative risk analysis “qualifies” the significance of the specific identified risk by giving the prioritized list of the risk for further analyse or mitigation. 

The qualitative analysis is often used for:
· For initial screening the risk and review of the project risks.
· As the preferable solution or the risk assessment for smaller projects where the quantitative analysis is not required.
· For quick and accurate assessment.




b) Quantitative analysis - is the way numerically estimating the probability that the project will achieve its objectives Quantitative analysis based its data on the simultaneous evaluation of the impacts of all identified and quantified risks and threats that might occur. 

Based on this information the project manager and her/his team must create a proper risk response. This way they will be able to act adequately and in some point use risk as to the opportunity.  
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