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Abstract

Interest in programme management is growing with th@&linssue ofThe Standard for Program Management
by the Project Management Institute (P)Min 2006 and its second edition due in late 2008, as wellea2007
revision of the UKManaging Successful Programnetandard. Programmes cannot be treated as large project
but require specific processes, tools and techniques toeethsir effective management. This includes a clear
requirement for management of risk, since programmeskatieusly risky undertakings. But just as there is a
difference between programme management and projectgeraeat, so programme risk management is
different from project risk management. This paper expldiesspecific characteristics of programme risk
management, drawing on current thinking and practice.

Programme risk management must be undertaken at two IEirstly it is necessary to manage the overall risk
exposure of the programme as a whole (“programme risk’gorgly there are a range of individual
“programme risks” which arise during execution of the prognanand which require proactive management.
This paper outlines how to manage risk at both levdlspugh implicit and explicit programme risk
management. Implicit management of overall “programnié issfocused around risk efficiency, allowing risk
exposure to be balanced across the programme. The elenfeah explicit programme risk management
process are also summarised, addressing “programme riskstlree sources: risks which have been escalated
or aggregated from constituent projects and other prageacomponents, strategic risks delegated from higher
in the organisation, and specific programme-level risks.

Finally the paper outlines the challenges remaining in dpirey a robust and effective approach to
management of programme risk.

Introduction

Projects are recognised as an effective means teedstue to a business, which has led to the establighme
of project management as a mature discipline (some would gaofession). Project-based organisations are
now seeking ways to organise their delivery of projecthé most effective manner, resulting in the emergence
of programme management and portfolio management. Bothesé thew disciplines offer frameworks for
structuring project work and relating it to the needs ofbilreness. However neither programme management
nor portfolio management have yet reached the leveladfinty attained by project management. Nonetheless
professional associations and standards bodies haveatldegssing themselves to defining the new areas. The
UK Government Central Computer and Telecommunications Agé€GECTA) published a full suite of
guidelines on programme management in 1993¥8& Programme and Project Management Libyawhich
were formalised in 1999 with the first edition of anaging Successful Programnwsde (Central Computer
and Telecommunications Agency, 1999), recently updated tahitd edition (Office of Government
Commerce, 2007). More recently, PMI published first edgiof their standards for both program management
and portfolio management in 2006 (Project Management Iresti2@06a, 2006b), with second editions due in
late 2008 (Project Management Institute, 2008a, 2008b). TheQ@eidle to the Project Management Body of
Knowledgementions program management only briefly (Project &fgment Institute, 2004, p 16), while the
most recent edition of the APM Body of Knowledge frone #hssociation for Project Management includes
programme management as one of its knowledge areas i@gsoéor Project Management, 2006, pp 6-7).

There is clear consensus that organisations will teaefits by managing their projects in a coordinated
manner, and that programme management offers a framewvattkihg that. Unfortunately the precise details of
programme management are not yet defined in a way shetcepted by all. Everyone agrees however that
programmes are risky undertakings, so risk management raush lintegral part of how programmes are
managed. However, since there is no current consensie dandamentals of programme management, it is
not surprising that programme risk management is even wedl defined. This paper briefly outlines
programme management basics, then discusses the elenoassangto ensure effective management of risk at
programme level.
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Programme management basics

At the most fundamental level, the immaturity of peagme management as a discipline is illustrated by the
varying definitions of the word “program(me)” (and evéngpelling!), and the varying understandings of the
purpose of programme management. Exhibit 1 presents definftions leading programme management
standards and guidelines.

SOURCE PROGRAM(ME) PROGRAM(ME) MANAGEMENT
PMI Standard for | A group of related projects managed in a The centralized coordinated management of a
Program coordinated way to obtain benefits and control nptprogram to achieve the program’s strategic
Management available from managing them individually. objectives and benefits.
(2006) Programs may include elements of related work
outside of the scope of the discrete projects in the
program.
OGC Managing | A temporary flexible organisation structure created he coordinated organisation, direction and
Successful to coordinate, direct and oversee the implementation of a dossier of projects and
Programmes implementation of a set of related projects and | transformation activities (i.e. the programme) to
(2007) activities in order to deliver outcomes and benefitsachieve outcomes and realise benefits of strategic
related to an organisation’s strategic objectives. | importance.
APM Body of A group of related projects, which may include | The coordinated management of related projects,
Knowledge related business-as-usual activities, that together which may include related business-as-usual
(2006) achieve a beneficial change of a strategic naturg factivities, that together achieve a beneficial charnge
an organisation. of a strategic nature for an organisation.

Exhibit 1. Definitions of program(me) and progr am(me) management

Despite the obvious differences in these definitionsrethis wide agreement that programmes exist at a higher
organisational level than projects, and that their purpose @eliver strategic benefits (Murray-Webster &
Thiry, 2000; Reiss et al., 2006; Thiry, 2009). It is also cthat the scope of programmes is broader than just
the sum of their constituent projects (Pellegrinelli, 200@jegrinelli & Partington, 2006). More significantly,
the objectives of a programme are not simply the surheobbjectives of the projects within that programme,
since programme objectives relate to the strategicsgufathe overall organisation. In simple terms, project
objectives are tactical and relate to deliverables, vgndgramme objectives are strategic and relate tefiben

Much more could be said about the nature of programmethamdle of programme management. However the
aim of this paper is to consider specifically how riak @nd should be managed in the context of programmes.
It is axiomatic to say that programmes are risky, drad tisks need to be managed proactively, but how?
Perhaps one option is simply to take project risk managteame apply the same process at a higher level? But
just as programmes are not just large projects and pnoggamanagement is not the same as project
management, so programme risk management is different frojacprisk management. Programme risk
management has a different aim and scope, and follows eedifferocess which requires different techniques.
These are addressed in the following sections.

Aim and scope of programme risk management

The aim of programme risk management is to manage rigg@@tamme level. However this is not as simple
as it sounds. A risk can be defined generically as “aertain event or condition that, if it occurs, has dtpes

or negative effect on one or more <> objectivessehting the word “project” at the point marked <> gives a
specific definition of project risk (Project Managemamdtitute, 2004, page 238). It is also possible to define
other types of risk by inserting other words, including teyie”, “technical”, “environmental”, “personal” etc.
Similarly, a programme risk can be defined as “an dateevent or condition that, if it occurs, has a pesitr
negative effect on one or more programme objectives”.

Since programmes sit between projects and organisastiaabgy (Pellegrinelli & Bowman, 1994; Murray-
Webster & Thiry, 2000; Project Management Institute, 2006882, Thiry 2009), there are three potential
sources of risk that could affect a programme. Risks cade at programme level from three directions, as
illustrated in Exhibit 2, namely up from the componentshef programme, down from organisational strategy
level, or sideways from the programme level itselfe Bcope of programme risk management must include all
three sources of risk.
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Exhibit 2: Sources of risks at programme level

Risks escalated or aggregated from below

We have already seen that the objectives of a programenenare than the sum of the objectives of its
constituent projects. So programme risks are not sithglysum total of project risks. There are four souofes
risk at programme level which arise from the progransoraponents.

1. Programmes contain projects, and projects are riskygtdeast some of the risks that can affect the
programme will come from within the projects that siitate the programme. Of course not all project risks
are relevant at programme level, so escalatioar@itire required which will define the thresholds atiwh
a project risk should be passed up to programme level. Thigega need to include project risks with
programme-level impact, as well as project risks reggiprogramme-level responses.

2. It is also necessary to be able to aggregate progda, rwhere a number of similar and related risks at
project level might combine to create a programmetlgsk, either by simple summation (ten insignificant
project risks may equal one significant programme riskasa result of synergy (the whole may be greater
than the sum of the parts). Suitable risk categorisatgthemes are required to facilitate such aggregation
by identifying commonalities and possible synergies, argkr@eric programme-level Risk Breakdown
Structure (RBS) may be used for this purpose.

3. There is a distinction at project level between indigidirisk events” and overall “project risk”. The
Project Risk Analysis & Management Gufdem the Association for Project Management definesjgut
risk as “the exposure of stakeholders to the consequeheasations in outcome; the overall risk affecting
the whole project, defined by components associated vgkhewvents, other sources of uncertainty and
associated dependencies, to be managed at a stratediqAeseiciation for Project Management, 2004).
A similar definition is contained in the forthcomifgactice Standard for Project Risk Managemfam
PMI, which says “Overall project risk representseffect of uncertainty on the project as a whole. @\er
project risk is more than the sum of individual risks g@raect, since it applies to the whole project rather
than to individual elements or tasks. It representsettposure of stakeholders to the implications of
variations in project outcome.” (Project Managemestitute, 2008c). These definitions make it clear that
“project risk” (or the riskof the project, as distinct from the risks the project) will have an impact at
programme level, and must therefore be considered withisctipe of programme risk.

4. It is also important to remember that programmes oatai non-project components (see Exhibit 1), so
risks may also be escalated and aggregated to programehdréen these programme elements, and not
just from projects.

Risks delegated from above

Programmes exist to deliver benefits which are aligmi¢hal the organisational strategy, and there are st@ategi
risks associated with the overall direction of thgamisation. While many strategic risks can and should be
addressed wholly by the senior leadership of the orgamisasome will have implications for those
programmes which are used to deliver the strategy ancedteatbusiness benefits. Strategic risks which can
affect programme objectives or which require programmek-laction will need to be delegated. This requires
well-defined delegation criteria and thresholds, as weltlaar channels of communication to ensure that
management of strategic risks delegated to programme $eragparted back to senior management. The goal is
delegation without abdication.
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Risks arising at programme level

In addition to risks escalated from below or delegatedh fabove, programmes are affected by specific
uncertainties at the programme level. These include thodats and opportunities across the full range of risk
types, including technical, management, commercial arareltrisks. Thiry has suggested that opportunities
may be more relevant at programme level, due to therging nature of programmes (Thiry, 2009).
Programme-level risks fall into two main categories:séharising from interfaces between programme
components, and “pure” programme risks relating to tieewgion and management of the programme itself.

M anaging programme risk

It is a common misconception to limit the understandingroramme risk management to the need for a
structured risk process at programme level. Whileithasme part of the solution to the challenge of programm
risk, it is not the first, and perhaps not the most ingmtr In the same way that there are two levels &f ris
affecting projects as discussed above, namely overalqbrogk (“risk”) and individual risk events (“risks”),
programme risk management should occur in two main waydicit (addressing overall “programme risk”)
and explicit (tackling individual “programme risks”).

I mplicit programme risk management

Overall “risk” can be managed implicitly at programmeelethrough the inherent structure of the programme
itself. This occurs at two levels: component selectiod,@ogramme execution.

1. The components of the programme should be selected intordeintain risk exposure at a level which is
consistent with organisational risk appetite whileenffg the required return to the business. This “risk
efficiency” approach has been promoted widely withingmorisk management (for example Chapman &
Ward, 2003, 2004), based on the pioneering work of Markdid59), and it is clearly also applicable to
programme management, particularly in relation to sele®f programme components. This element of
the management of programme risk must be closely linketthecoverall strategic risk process of the
organisation, which will determine the selection cidtdor programme components. The level of overall
project risk exposure for each constituent project withia programme will form a key input to this
analysis, and quantitative risk analysis techniques may Hel @gethis point. Overall programme risk
should be reviewed and monitored on a regular basis through®yrogramme lifecycle, as part of the
routine management of the programme, and the composititheoprogramme should be adjusted as
necessary in order to maintain an acceptable level oalbvisk exposure within the programme.

2. Programmes are usually divided into chunks or tranchesder to provide incremental delivery of useful
packages of benefits. This division of the programme ledsahgile or lean project development
methodologies, and is intended to reduce the overalesipksure of the programme. Risk can be reduced
by decoupling the tranches, and creating so-called “islaistability” (first described in Central Computer
and Telecommunications Agency, 1994). This allows the pnogiato be executed in cycles, interspersed
with periods of stability when benefits can be examiared quantified, and the next chunk can be planned
in detail. Programmes should be structured with builtexilbility and resilience in order to allow the
content of future tranches to respond to the curreet & risk exposure.

Explicit programme risk management

In addition to managing “risk” implicitly at programmevé, there is a requirement to explicitly manage “risks”
that emerge during the execution of the programme. Thugires a structured programme risk management
process analogous to the project risk management apprdaici, nvust iteratively identify risks, assess their
significance and importance, develop appropriate resporisgdement those responses, and monitor
subsequent changes.

Many of the programme management guides and textbooksthieritdescriptions of risk management to this
type of explicit risk process, and most simply recommaddpting or adapting the methods of project risk
management (examples include Murray-Webster & Thiry, 200G;y,TR004, 2009; Project Management
Institute, 2006a, 2008a; Reiss et al., 2006; Office of Govern@emimerce, 2007). While the structure of the
programme risk management process matches that fortgrdfeere are some important differences, as outlined
below.
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Initiation/Risk management planning. This step launches the risk process for the progranmehelefines

the scope of the risk process, within which risks willidentified. Risk thresholds are set against each of
the major programme objectives, against which risksheilassessed (a Benefits Breakdown Structure may
be used for this purpose). Criteria are agreed forassialation, aggregation and delegation, as discussed
above. Process parameters are defined, including roleseapdnsibilities, and review and reporting
requirements. This is initially performed at programmedau but should be revisited at key points during
the programme lifecycle, to ensure that the programshkeprocess responds to the changing risk profile
associated with the evolving and emergent nature of gmomes. Initiation decisions should be
documented in a Programme Risk Management Plan.

Risk identification. Before the programme is launched, the level of opragramme risk will have been
identified and assessed, using the implicit risk managemehnitpies discussed above. Individual
programme-level risks should also be identified as paheéxplicit programme risk management process,
both on a regular basis and ad hoc as they arise, tat@ogra of the three routes by which such risks arise
(see Exhibit 2). Risks may be escalated or aggregated lmwer component levels, or delegated from
higher strategic levels, and the programme requirex cigteria to determine whether these should be
accepted for management at programme level. In additidrese, the usual risk identification techniques
can be used to find programme-level risks, including Btaiming, checklists, assumptions analysis,
Delphi groups etc. Risk identification at programme leshabuld seek both threats and opportunities, and
should consider the full range of potential risk sourcefinel® in the programme Risk Breakdown
Structure. Risks will be recorded in a Programme Risk Regis

Risk assessment/analysis (qualitative/quantitative). Identified risks should be assessed and prioritised,
based on their likelihood of occurrence (probability andfequency) and their impact on programme
objectives. Risks escalated/aggregated from componentdedetisks delegated from strategic level will
need to be re-assessed against programme-level risk¢hde to allow them to be prioritised on a common
basis. Quantitative risk analysis techniques can be ogavide an overall assessment of programme risk
exposure, combining the effects of all types of risk at progne level, and taking account of risk
dependencies, and the results from this analysis shoutddbmto the implicit management of overall
“programme risk” discussed above.

Risk response development. Response to the overall level of programme risk expasurandled through
the implicit risk process above, by adjusting the prograncoraposition to maintain risk efficiency.
Explicit responses are also required for individual programisks, and these match the options available
at project level, including avoid/transfer/reduce/accepttiioeats, and exploit/share/enhance/accept for
opportunities. Additional response options available aggamme level include escalation of a risk to
strategic level (where the impact affects strategjeatives and/or senior management action is required),
and delegation of a risk to component level (where thnegoy impact and/or risk ownership is at a lower
level), and suitable escalation/delegation criteria@geired.

Risk review/Risk monitoring & control. Risk is a dynamic challenge within programmes, and the
programme risk process must be iterative in order tataiai an appropriate degree of attention to
managing risks. Regular risk reviews must be held at progralewe usually as part of the routine
programme management process, but the scope of thesewiesks must be rigorously controlled to avoid
discussing project risks or strategic risks outside thpesof the programme.

Risk lessons learned. When a programme is terminated it is important for dhganisation to capture
knowledge to benefit future programmes. A formal lesseashed workshop should be conducted, and risk
must be considered as part of this exercise. It would ldsaiseful to hold interim lessons learned
workshops at key points during the programme lifecydedentify lessons that might be implemented in
later phases of this programme, as well as bengfitiher programmes.

Remaining challenges and way ahead

This paper has presented a structured approach to thageraent of risk on programmes, including both
implicit management of overall “programme risk” througiplging a risk-efficient approach to the construction
and execution of the programme throughout its lifecycle, @so implementing an explicit programme risk
process to address individual “programme risks” whictedriam a variety of sources. Although the principles
described here are clear, a number of challengesiexatsuring that these are implemented effectivelys&he

challenges are briefly outlined below.
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o Implementing risk efficiency. Management of overall “programme risk” is an essenégponsibility of
the programme management team, and it depends on an undegstaihthe role of programmes in
delivering strategic benefits to the organisation. Managimmgramme risk using the implicit techniques
described above also requires an ability to turn the theoriglofefficiency into practice. Although the
principles of risk efficiency have been known for 50 ye@iarkowitz, 1959), and their application to
financial portfolios is well established, it is ndivays immediately clear how such an approach should be
applied at programme level. In particular, there may hmlenges in deriving the measures required to
build and operate a risk efficiency model, and in undersignidow to define the risk efficient frontier to
reflect the risk appetite of key stakeholders for a agir programme.

o Avoiding a project mindset. Many of the existing programme management guidelines haea b
developed by organisations and practitioners who comedrpmject management background. As a result
their departure point in terms of both thinking and prodesthe project mindset. This is particularly
evident in the PMI approach (Project Management Inetit2006a, 2008a) which has a programme risk
process that mirrors the project risk process prec{selypare Project Management Institute, 2004), and it
is also evident in the OGC recommendations (Offic&ofernment Commerce, 2007). There are many
pitfalls associated with taking a project-based viewroframmes (Pellegrinelli & Partington, 2006), most
of which arise from limitations in the underlying thingi This is likely to remain a challenge for as long as
the majority of programme management practitioners moatio come from the world of projects, or at
least until the concepts and practice of programme mareajdrecome better established.

o Tailoring to different programme types. There is no unitary concept of a “programme”, and the te
covers a variety of different configurations. Early wdsl Pellegrinelli described several types of
programme (Pellegrinelli & Bowman, 1994; Pellegrinel897), including the portfolio, goal-oriented and
heartbeat configurations, each of which has diffecharacteristics, and consequently different risksa As
result, one might expect the challenges of programme réstagement to differ between these various
types of programme. This paper has outlined some genetierés of risk management at programme
level, but further work may be required to tailor the gerspproach to particular programme types.

0 Lack of wider consensus on programme management. Earlier sections of this paper outlined the ongoing
debate about the nature and purpose of programmes and prograsnagement, indicating the lack of
consensus among key players and opinion-formers in tie Wétile this wider discussion continues at the
level of programme management itself, it is unlikely thaficient attention will be given to lower-level
disciplines such as programme risk management. Howevepdiper has shown that one key way to
manage programme risk is through the implicit construcsind execution of the programme, so risk
management cannot be left until later, when the bigdeaitdas resolved.

Despite these challenges, there is no doubt that progeanare risky undertakings, and that successful
programme delivery depends on effective programme risk geament. Although there are similarities and
parallels between the process &xplicit management of individual programme rigksl the well-established
project risk management process, programme risks canframseabove and below the programme as well as
within it, and the process must tackle all of these ssurtn addition, programme risk management must
encompass thienplicit management of overall programme risk exposbreugh application of a risk-efficient
approach to the construction and ongoing execution girtiggramme.
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