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The risks the Bank is concerned with are risks to achieving 
the results of the operation. What is needed is an approach 
that  
helps teams design operations that take into account the 
operating environment,  
 links risks to desired results and development objectives, 
 differentiates projects on the basis of risks and allows a 
closer link to resources,  
 creates a better environment for learning about risks, and    
allows the Bank to examine the risk attributes of the 
portfolio. 
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A comprehensive framework for considering 
investment lending (IL) risks— 
• operational environment risks,  
• implementation agency risks,  
• project risks, and 
• stakeholder risks— and   
• mitigation measures.  
 
Using this framework;  
• the level of risk are determined at the early stages of project 

preparation.  
• Low-risk operations are processed with simpler 

documentation and procedures  
• Higher-risk projects follow the full process  
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 The risk assessment continues through implementation 
and the risk profile updated at least annually to 
facilitate early identification of problems and a prompt 
response to them.  

 the framework also allows risk assessment of the 
overall portfolio for various levels of the institution. 



Governance system 
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Risk System Governance  
Governance structure for the risk system is integrated into project processing, is 
executed in a collaborative way, 
 
• differentiates governance and budgetary decisions by risk,  
• provides a third-party perspective,  
• The structure calls for independent risk verification using both corporate and 

Regional resources.  
• clarifies the roles of various units and accountabilities for task teams, country and 

sector management units, and Regional management and quality teams. 

Supervision and Implementation Support  
most of the emphasis on inputs, process, and oversight of compliance. 
The Bank tends to allocate insufficient resources to supervision.  



4/5/2012 Shehzad Akram 6 

 Culture shift needed —from a culture of supervision 
to a culture of implementation support, in which 
teams spend a greater proportion of available 
resources to help clients address implementation 
issues, quickly resolve problems, and build capacity.  

 Incentives to support this shift are also needed, as 
part of a general culture change that seeks to value 
implementation results more highly than is the case 
today. 
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Risk Approach to Investment Lending 
 Risks to what?  
 Risks to achieving development effectiveness as reflected in the 

results to be generated by Bank operations. 
 Strengthening the risk approach contributes to strengthening the 

results frameworks of investment operations. 
 Development objectives and the monitoring systems to measure 

progress have to be clear if risk analysis is to be properly 
undertaken. 

 Risk During Life Cycle 
 During preparation, the risk assessment system provides 
 an early check on the clarity of the results framework. During 

implementation, risks can be properly monitored only if the 
results monitoring system provides reliable information on 
progress. 
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 Flexibility in Project Preparation. 
 Strengthened Implementation Support. 
 Portfolio-Level Risk Assessment. 
 

 



B. Link to the Overall Bank Risk Management System 
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Principles Behind the Risk Categories.  
There are four basic principles behind the categories. 
       designed to be comprehensive without being   overwhelming. 
       come with a standardized set of definitions and guidelines, 

enabling a more uniform application across operations and across 
Regions. 

 provide an integrated risk view, notably at the agency level  
 Most importantly, the lens for the work is the link to 

development objectives.  
For instance, task teams will first define the key results they aim to achieve in meeting 
project objectives and then, using a set of guiding questions, rate the various risks to the 
operation’s ability to achieve those results and objectives. The analysis is required at the 
project level, but teams can use the methodology to identify risks at the component level 
if that proves helpful to their needs. 
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 Risk Rating 
 Timing for Mitigation 
 Use of the Risk Framework Throughout Implementation 
 Assessing Bankwide Portfolio Risks 
 Risk System Governance 
 Building on leading practices in risk management, both the 

risk framework and its proposed governance system are 
designed to be an integral part of the project appraisal and 
implementation process, not an add-on. 

 (a) Integration. Risk governance should be an integral part of 
the overall governance structure of an organization, and risk 
management should be an important part of the roles and 
responsibilities of all management layers involved. 

 (b) Collaboration. Risk assessment and management should 
be executed through a collaborative team effort. 
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 (c) Third-party perspective. Objectivity should be 
institutionalized in risk processes by including an 
independent, third-party perspective supported by 
objective, well calibrated tools in risk assessment. 

 (d) Work flow differentiated by risk. Governance and 
budgetary decisions should be differentiated by risk level. 

 (e) Dynamic process. The approach should be dynamic, 
with a mechanism for reassessment during implementation. 

 Clear corporate ownership of the framework. IL risk 
processes and reporting should be owned by a corporate 
function to ensure quality, harmonization, transparency, 
integrity, and regular review and refinement of processes 
and tools. 
 



Roles and Responsibilities 
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 powerful leading practice for effective implementation of 
a risk-based approach is to use an independent advisory 
Risk Team—not an entity with management approval 
authority, but a reliable and knowledgeable resource for 
both project teams and management approval bodies. 

 The Risk Team assists Regional and country teams in four 
ways. 

 Provide a constructive challenge to task team risk evaluations 
 Introduce expert insights and learning 
 Provide an advisory opinion for management consideration 
 Expedite the risk skills transfer process and enhance portfolio 

impact 

Independent Risk Team 
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Problem Projects. Bankwide problem projects have remained stable over the past years 
but increased minimally in Q4 FY09, with 15 percent of projects in the current portfolio 
rated as problem projects compared to 12 percent in FY08. Projects at risk have grown 
from approximately 18 percent at the end of FY08 to the current level of 22 percent 



Washington State Deoartment of 
Transportation 
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Project risk management is a scalable activity and should 
be 

 commensurate with the size and complexity of the 
project under consideration.  

 Simpler projects may utilize simple qualitative 
analysis as found in the Project Management Online 
Guide in the Risk Management Plan spreadsheet.  

 Larger more complex projects may wish to use more 
robust analysis techniques via Monte-Carlo simulation 
models. 
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 “No construction project  is risk free. Risk can be 
managed, minimized, shared, transferred, or accepted. 
It cannot be 

 ignored.” 
Sir Michael Latham, 1994 



Various types of risks 
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STATEMENT OF POLIY:  Project Risk Management and Risk Based Estimating 
It is the policy of the Washington State Department of Transportation (WSDOT) to conduct 
risk based estimating workshops for all projects over $10 Million (PE, R/W and Const). 
These workshops provide information to project managers that can help them control scope, 
cost, schedule, and manage risks for all projects. This policy reaffirms the requirement that 
a risk management plan is a component of every project management plan. 

Levels of risk based estimating, in support of risk management (E 53.00): 
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We can think of risk management as depicted above, the two pillars of risk management are 
“IDENTIFY and ANALYZE” the risks then, as depicted in the second pillar “RESPOND, 
MONITOR and CONTROL” project risk. 
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 Identify Risk Events 
 How to Identify Risk 
 #1 Determine risk thresholds for the project (establish 

a minimum dollar amount and time duration 
considered significant for the project under 
evaluation). 

 #2 Focus on identifying large significant risks which 
affect project objectives. 

 #3 Carefully document and describe risks in a risk 
register. 
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