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ABSTRACT
In an era of dynamism the only thing that remains constant is change. Organisations execute change programmes to implement strategic, regulatory and other such business drivers. Whatever the organisation and in whichever sector it exists in, be it Public or Private, and howsoever it may be structured, it has to witness and face an ever increasing rate of change. These business transformation changes can be implemented and managed effectively by using Programme Management methodologies. As is inherent within any organisational activity successful delivery of these Business Change Programmes lies to a large extent in successfully managing the risks that are being faced while executing the programme.

The paper attempts to focus on the Risk Management activities that need to be considered in such a Programme environment. It tries to present a framework that could be tied into the practices of Programme Management to effectively manage the loose ends presented by Risks.
INTRODUCTION
Risk is defined as the uncertainty of outcome, whether positive opportunity or negative threat, of actions and events. The risk has to be assessed in respect of the likelihood of something happening, and the impact which would arise if it actually happens. Risk management includes identifying and evaluating risks and then suitably responding to them. Risk management enables informed decisions. Managers at all levels in an organisation such as programme managers, project managers, general managers and executive managers make multiple decisions each day as a primary function of their jobs. Apart from having access to factual information, knowledge of potential risks faced can improve the decision process by allowing the decision maker to weigh potential alternatives or trade-offs in order to maximize the reward/risk ratio.

Risk management brings a level of predictability to the dynamic environment within which programmes of business change operate. By understanding and bounding various uncertainties faced by the programme, the programme manager is able to manage the risks effectively.

Programme Management
According to Managing Successful Programmes a Programme is defined as a temporary, flexible organisation created to coordinate, direct and oversee the implementation of a set of related projects and activities in order to deliver outcomes and benefits related to the organisations strategic objectives. Usually a programme is likely to have a life that spans several years. Programmes deal with outcomes as against projects which too being temporary, deal with specific outputs. However it’s the efficient management and coordination of programme that leads to an integrated outcome that is greater than the sum of its individual parts delivered by parts.
Programme Management aligns the following three aspects of organisational activity:-

· Organisational Strategy

· Business change

· Day to Day Operations of the Business, that would be impacted by the change
Programme Management is essential due to the inherent complexities, risks, interdependencies and conflicting priorities that need to be managed whilst carrying out business change. It ensures delivery of co-ordinated projects and transformation activities to achieve strategic outcomes and benefits to the business.

It manages the transition of the solutions developed and delivered by projects into business operations, ensuring normal performance and effectiveness business as usual operations is not affected.
Managing Risk in Programmes

Risk management can be related to the braking system of an automobile. At first, we think its primary reason is to slow down the automobile so that the occupants can reach destination safely. However, not to mention it also allows us to travel from start to destination faster than possible without it by preventing collision with obstacles impeding on the way. In the same way good risk management practices allow better outcomes in terms of programme sustainability, effectiveness and efficiency by recognising and removing potential barriers well ahead of the point where they become impediments to the programme goals.

Successful programme management has at its core the ability to manage and tolerate uncertainty, complexity and ambiguity. This is achieved by having a proper risk management framework in place. Programme plans must incorporate schedule and budget buffers to allow for risk management actions. As by definition programmes implement business strategy, by coordinating projects and deliver the change to day to day operations, the risks they witness are also of different nature such as:
(i) Risks that would lead to Programme not being implemented. These would be risks to Strategy that initiated the Business Change. These could also be risks to Operations that would undergo this change depending upon the type and criticality of change.
(ii) Risks created by the programme. These are Business Change Risks that need to be mitigated by proper planning at Strategic Level and fed back into the same Programme by changing its scope or another Business Change Programme in case it’s related outside the scope of current change.
(iii) Risks to the programme itself. These are risks internal to the Programme and could be due to one or more of the projects that fall under the umbrella of programme or any other transformational activity that the programme is undertaking.
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Fig 1: Managing Risks in Programmes

Risk Tolerance

An important aspect in managing risks for the programme is to determine and be aware of the Risk Tolerance of the organisation and establish the same for the Programme. 

Risk Tolerance refers to an organisations appetite and attitude towards risk taking, indicating the amount of risk exposure it considers acceptable. For managing risks in programmes this perspective of the organisation is an important aspect to consider as it reflects organisations capacity to bear risk, which should not be exceeded. It needs to be well defined and detailed in the Risk Management Policy that the Programme refers to and implements. Every organisation and has a different level of risk tolerance, with corporate culture and values being primary factors driving it.
Besides organisation’s overall risk tolerance, the programme manager also needs to understand the risk tolerance of the key stakeholders impacted; such as programme sponsor, project managers and operational managers. The same risk under consideration might send one stakeholder into crisis mode whereas to another stakeholder its impact is easily controllable. The difference in tolerance for the same risk between different stakeholders suggests that the programme manager should establish the risk tolerance of each individual to clearly understand the impact of a particular risk and an accepted preferred response to it. Understanding the corporate culture, coupled with personal interaction with the people are the best methods in managing the risk tolerance for the programme.
Early Warning Indicators

A proactive measure in managing risks and their occurrence is to identify and establish early warning indicators and monitor them. These are indicators on potential sources of risk and a way of tracking sensitive issues so that should they reach a certain predefined levels (risk tolerance) a corrective response can be initiated. They are of great value in measuring critical symptoms for the programme and should be reviewed on a regular basis along with other risk monitoring mechanisms.
Roles and Responsibilities for Managing Risks

As with traditional project and programme management specialised roles are not defined for managing risk activities everything falling on the shoulders of project and programme managers and their supporting roles. For effective and proactive risk management following roles and responsibilities needs to be established:
· Senior Responsible Owner: or Programme Owner is responsible for ensuring that the programme meets its objectives and delivers the stated benefits and therefore is accountable for ensuring that the exposure to risk is manageable with all programme and project risks identified and managed effectively. The SRO has ownership and accountability of an overall Risk Management policy, ensuring that a strategy on risk is established and, in signing off the risk management strategy, accepting the willingness to take risks to the identified tolerance levels. The SRO is also responsible for determining which programme and project risks should be escalated to the Strategic Board.
· Programme Manager: Accountable for the delivery aspects of the Programme the Programme Manager provides leadership, direction and authority within and across the programme including to the risk management process. The Programme manager is responsible for determining which programme and project risks should be escalated to the programme board.

· Project Manager: Project managers of each of the project the programme is executing are responsible for:
· For managing risk within the defined scope of the project.

· For ensuring team members follow the risk management process.

· For determining which project risks should be escalated to the programme Manager.
· Business Change Manager: Is the face of operations that need to assimilate the change. He is responsible for managing and coordinating the resolution of risks related to operational performance and business change achievement. He is also to ensure that all operational risks are incorporated into the risk management process for the programme.
· Risk Manager: Central figure in Risk management is responsible for co-ordinating, reporting, maintaining and logging the risk activities for the programme. The Risk Manager is responsible for working with the Project Managers, Programme Manager in establishing and maintaining Programme Risk Register and has the responsibility for the production of risk management reports as required by the programme management team.
· Risk Owner: Responsible for managing the individual risk including establishing its severity, developing appropriate mitigation and ensuring that it is planned and completed in a timely manner. The risk owner will ensure that all factors affecting the risk are captured and addressed in confirming the probability and impact assessment and in identifying, evaluating and selection of mitigation actions or tasks. He consults the Risk Originator on the acceptability of closure action before closing the risk.
· Risk Action Owner: This could be the Risk owner himself or someone responsible to the risk owner for ensuring assigned actions to mitigate the risks are managed to a successful conclusion.

· Risk Originator: This could be either of the stakeholders or team member who identifies a risk and brings it to the notice of Risk Manager for further consideration.

Risk management Artefacts 

Risk Policy

The policy serves the purpose of communicating why and how risk management should be implemented within the organisation, addressing the corporate objectives of the organisation. It serves to provide uniformity across risk management processes and provides guidance around organisations risk appetite and when to escalate risks, and the reporting mechanism for risks. It is the starting point for the Programme manager to review organisations risk management policy and keeping it in view establish a Risk Management Strategy for the programme. Risk Policy should contain details such as:-
· Risk Tolerance

· Procedure for escalation

· Roles and Responsibilities

· Risk Management Process

· Reporting Mechanism
· Budget for Risk management activities
Risk Management Strategy 

Having reviewed the Risk management Policy of the organisation, a Risk management Strategy should be developed for the Programme. It serves the purpose of describing specific risk management activities that should be undertaken to support effective risk management within the programme. This document should include:-

· Outline of the Programme
· Roles and Responsibilities

· Risk Management Process

· Scales for estimating the risk occurrence probability and impact

· Proximity: Time factor

· Budget required for supporting risk management throughout the programme.

· Monitoring and Reporting Activities

Risk Register

Risk register is used to record and capture all the risks that are identified for the programme and is used and owned by the Risk Manager for monitoring and recording of risks. Typically a Risk Register should include:

· Risk Originator
· Risk Type
· Risk Title

· Risk Cause

· Risk Impact

· Risk Probability

· Risk Response

· Risk Status

· Risk Owner

· Risk Actionee

· Residual Risk

Risk Progress Report
These are periodic reports delivered by the Risk Manager to the Programme providing overall picture on Risks and the managerial activities underway in controlling them. It contains details such as:

· Progress of planned risk management actions

· Effectiveness of implemented actions

· Trend analyses of closed and new risks

· Insurance requirements

· Spend against contingencies

· Spend against response action budgets

· Number of Risks emerging in the different risk categories

· Anticipated emerging risks that will require specific management attention

Risk Management Process

Above artefacts, roles and responsibilities and risk management approach is utilised in implementing the following Risk Management Process. 
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Fig 2: Management of Risk Process
Risk Identification

Risk Identification is the responsibility of all team members and stakeholders of the programme. It is important to capture all risks whether or not they are under the direct control of the programme. A risk can be raised at any time during the programme/project by notifying the Project Manager / Programme Director, accordingly. However, formal risk identification is required at particular defined points within the Programme lifecycle such as:-
· At Programme Initiation during the development of Business Case which provides economic viability and justification for the Business Change and the Programme implementing it.

· When planning the different Programme Phases and Project Stages. This is important as certain planning measures and assumptions might lead to various risks. Alternately while planning the different phases of the programme certain risks should be identified due to the inherent nature of unclearity or certain things during planning process.

· When creating or agreeing work packages and project plans. These are essentially project level risks but might have significant impact on the achievement of Programme objectives. 

· When reviewing the Programme Progress at the end of each programme phase or upon completion of a particular project stage that the programme is managing. Risk identification at these stages is required as completion of a particular phase/stage and beginning of a new phase would pose new situations and scenarios that would have not been foreseen during the planning stage. In the light of these new facts and the current situation the programme is in, risk identification is a must in order to successfully steer the programme through each stage.
Each Risk originator via their reporting manager or directly through the Risk Manager formally raises the risks which are recorded in the Risk Register. The following risk aspects are recorded at the point of risk identification

· Risk Cause

· Risk Title

· Type of risk
· Risk Originator
· Date Raised

Following identification the risks are allocated to a Risk Owner. Risk ownership is allocated based on the:

· Ability to influence the risk
· Accountability for delivery in the area where the risk would have an impact.
Risk Evaluation

The aim of risk evaluation step is to evaluate the risks identified individually in the previous step as a whole, prioritise and distinguish the key risks requiring comprehensive action to manage, and other risks that can be more easily contained. In order to evaluate each risk in perspective and establish a Programme Risk Profile the details regarding the risk need to be captured and recorded.
Probability of risk occurring: This evaluation is more of a matter of judgement but is better if quantifiable or supported by past records, relevant experience or based on any published documents. It could be judged on a common scale of Likelihood of occurrence such as:-
· Very High: More than 80% chance of occurring
· High: 51% – 80% likelihood of risk occurring
· Medium: 21% – 50 % chance of occurring
· Low: 6% - 20 % chance of occurring
· Very Low: Less than 5% chance of risk occurring
Impact of the risk: This is the outcome of risk expressed qualitatively or quantitatively. All possible outcomes or a risk need to be evaluated and recorded in order to establish the impact. The outcomes can be as different as Financial or Budgetary, Reputation, Delivery timelines, or on any other objective the Programme wants to achieve.
Proximity: The proximity represents how close you think the risk is to materialising. It could be established on the following scale: 

· Imminent: Immediate threat of risk materialising in the next month.

· Close: Threat of the risk materialising within the next three months.

· Approaching: Threat of risk materialising within the next six months.

· Distant: Threat of risk materialising within the next twelve months.

Risk Response

Identified and evaluated risks need to be responded to in order to negate or reduce the impact that they expose the programme to. Risk response essentially falls in two steps; identifying a suitable action that reduces or nullifies the risk, allocating the risk to the Risk Owner and Risk Actionee. 
Risk Response Actions: Depending on the type of risk and the impact it poses following risk actions can be 
· Reduction: This actions aims at taking steps towards reducing the probability of occurrence or impact or both. This could be done by selective management action by applying internal control to reduce the risk to acceptable levels. The management actions could be immediate mitigation steps or contingency planning where the risk cannot be managed until it happens and during that point in time a contingency plan kicks in.
· Removal: This requires an informed decision of not to become involved in a risk situation which typically involves changing some aspect of the programme, i.e. changing the scope, procurement route, supplier or sequence of activities.

· Retention: A conscious decision could be taken to accept the probability and impact of a particular risk, e.g. it might be more economical to tolerate the risk rather than taking any action to prevent it from happening or in terms of the risk tolerance level the risk might be manageable without requiring any action. In such situations the risk should continue to be monitored to ensure it remains tolerable.
· Transfer: Sometimes it might be suitable to transfer the risk or loss to a third party via means of an insurance policy or by means of appropriate clauses in a contract. This should be used with caution though as with risks having a reputational impact.
· Share: Latest procurement methods entail risk sharing through the application of pain/gain formula in which both the parties share the gain if the cost of risk mitigation is less than the planned cost or share the pain if the cost plan is exceeded. 
Residual Risk: It is common that the risk response is not as effective as it was planned to be hence they do not remove the risk in its entirety. This leaves a residual risk remaining that needs to be takes care of. Residual risk needs to be recorded in the Risk Register and appropriate handling of it in terms of Risk Evaluation, Response, Monitoring and Review needs to be done.
Risk Allocation: A primary goal or Risk Response is to ensure that the planned risk management actions are implemented and monitored as to their effectiveness. This is achieved by allocating the risks to a Risk Owner who is responsible for managing and control of all aspects of the risk assigned to him, including the implementation of selected response actions. At times the risk could have a separate Risk Actionee who would be assigned with implementation of a risk response action to support the risk owner.
Communicate
Communication is a central activity in Risk management Process and needs to be carried out during the entire process. This is required as the programme’s exposure to risk is constantly changing. Hence effective communication is key for each of the steps in the risk management process such as in identification of new risks or changes in existing risks.
Effective risk management is dependent on effective participation which in turn is dependent on effective communication. It is important for the effective engagement with staff across the programme as well as wider stakeholders. Communication on risk management should ensure everyone understands the organisation’s risk appetite, risk policy, risk process, risk management strategy in a way as appropriate to their role.

Monitoring Review and Reporting: 

This step is to ensure that the risks and any mitigation activities are kept under review. Risk Manager will use the Programme Risk Register to communicate and monitor all outstanding programme and project risks as a regular activity. The Risk manager maintains the Programme risk register up to date with reports from Risk Action Owners. Any risks that materialise or where agreed actions are reported to the appropriate Project Manager or Programme Manager immediately. 
Risk management should be a standard agenda item at all scheduled Programme and Project meetings, and particularly at Programme Board and Project Board. The Programme and Project Boards will be presented with sufficient level of detail on key risks to enable them to fully understand the exposure to risk, to monitor the risk and to challenge the adequacy of risk management performance. This is enabled by Risk Manager issuing up to date Risk Progress Reports containing relevant information.  Any risks assessed as impacting other projects or the programme as such should be identified for escalation to the Programme Manager for further action. Risks identified as a result of early warning indicators exceeding their tolerance limits should also be evaluated and escalated to the Programme manager for responsive action.
The Programme manager should hold monthly meeting to assess and address newly identified and escalated programme risks and review any outstanding risks for the programme. The Programme Manager, Risk Manager, all Project Managers and Business Change Manager should attend the Programme Risk Review Meetings.
Risk Profile: Risk profile is the sum total of the risks the programme faces at any given time. It is a good indicator of the exposure of risks the Programme faces and can be used to ascertain how the exposure compares with the total risk appetite the programme has.
Conclusion
The paper tries to bring out the central and crucial role of importance of risk management in achieving effective Business Change. Effective risk management will definitely lead to:-

· More effective strategic planning as a result of increased knowledge and understanding of key risk exposures.
· Lesser uncertainty and fewer surprises leading to cost efficiency, by preventing what is undesirable from occurring.
· Better Programme outcomes in terms of effectiveness and efficiency.
· Greater transparency and openness in decision-making and ongoing management processes.
· Effective management of change.
· Efficient use of resources.
· Improved decision making  hance better management at all levels of organisation.
References: 

1. Office of Government Commerce (2007), Management Of Risk: Guidance for Practitioners, The Stationary Office (UK)
2. HM Treasury (2004), The Orange Book Management of Risk Principles and Concepts, Her Majesty’s Stationery Office
3. Russ Martinelli - Intel Corporation, Jim Waddell - Tektronix, Inc (2004), Program Risk Management
4. Office of Government Commerce (2007), Managing Successful Programmes: (UK) , The Stationary Office (UK)
5. Office of Government Commerce (2002), PRINCE2 - PRojects IN Controlled Environments, The Stationary Office (UK)



























O


P


E


R


A


T


I


O


N


S








Project 3





Business Change





Programme








Project 1











S


T


R


A


T


E


G


Y











Project 2








Project 4





Risks





Risks





Risks





Risks





Risks





Risks





Risk Management Policy





Risk Management Strategy








Risk Register





Identify





Evaluate





Respond





Communicate








Risk Progress Report








PAGE  
1
[image: image1]June 24-26, 2009

St. Hugh’s College, Oxford University, Oxford, UK

[image: image3.wmf][image: image4.wmf]