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Operational Risk Assessment Matrix

Background: Palli Karma-Sahayak Foundation (PKSF) was established in 1990 by the Government of Bangladesh as a ‘not-for-profit’ company, registered under the Companies Act 1913/1994. The principal objective of PKSF is to provide funds to various organizations for their microcredit programme with a view to help the poor who have no land or any credible material possession. Funds enable them to gain access to resources that lead to employment opportunities and enhancement of their livelihood. PKSF provides assistance to the poor mainly through different non-government organizations. These organizations are largely called as Partner Organizations (POs). PKSF also works with semi-government and government organizations; voluntary agencies and societies; local government bodies; institutions; groups and individuals. PKSF has gained credibility as the leading apex microcredit and capacity developent organization in Bangladesh. Together with different financial supports such as microcredit, micro-savings and micro-insurance, PKSF assists its POs in their institutional development. A number of countries and organizations follow standards, guidelines and modalities developed by PKSF. In the last few years, PKSF has diversified its focus on non-credit programmes, such as training, education, health, awareness building, nutrition, direct employment linkages, climate change and marketing supports with the objective to provide all-inclusive services for the persistent betterment of poor. 

As PKSF has widened its operations, it requires developing risk assessment framework to forecast the risks associated with the implementation of project and their mitigation measures. Considering this need, PKSF has developed matrix of risk assessment which includes understanding conceptual framework of the project, capacity of the entity to implement the concept, governance, fiduciary management, monitoring & evaluation, capacity of POs, environmental and social issues etc. The risk assessment matrix is provided below:   

Operational Risk Assessment Framework
	1. Project Stakeholder Risks
	
	

	Description: Reputational risk associated with unsuccessful PO proposals and corresponding tension.
	Risk Management: Selection criteria should be widely publicized, and the process will build in measures of transparency and accountability to ensure that the process remains fair. 

A third party monitoring unit should be contracted by the PKSF to undertake impact monitoring of the projects and derive the lessons learnt.  

	2. Implementing Agency Risks (including fiduciary)

	Description: PKSF is an apex development organisation, and all technical hands may not always be available in PKSF to execute and supervise the program.
	Risk Management: 

An Evaluation Team consisting of appropriate Technical Experts will screen and evaluate each PO proposal prior to their being approved for funding. Implementation of the project will also be done by suitable technical staff as the PO level and supervised by technical experts from the PKSF


	3.1 Governance
	
	

	Description:  The number of proposals expected could provide a challenge to PKSF to maintain oversight, accountability and transparency in the selection process.
	Risk Management:  PKSF has a governance structure in place with a Governing Body that is well established.  The review of proposals to fund is done by Evaluation Teams of specialists hired by PKSF.  The PMU is provided with sufficient resources to hire the necessary staff to maintain oversight with transparency.

Publishing proposals publically on the internet or through other sources to improve transparency and accountability in the selection process



	
	Resp: PKSF                                   
	Stage: Implementation
	Due Date :
	Status: Not yet due

	3.2 Fraud & Corruption (sub-category of Governance risk)


	
	

	
	Risk Management :   

Procurement:  The project will: (i) establish a project management unit (PMU) in PKSF with procurement support and resources; (ii) assign a procurement focal point (PFP) within PKSF for the duration of project implementation; (iii) appoint a short-term local Procurement Consultant having experience in PPR, 2008 and PPA, 2006 and international donor policies; (iv) utilize PKSF’s well-functioning web site for advertising procurement opportunities and publishing contract awards; (v) establish a credible system for handling complaints; (vi) build capacity of PKSF staffs with training by the project; and (vii) introduce a set of simplified performance indicators to monitor procurement performance.

Financial Management:  Detailed financial management assessment during the preparation will include confirmation of identified risk mitigation measures and agreeing on the timeline for implementation thereof.

	
	
	
	
	

	4. Project Risks
	

	4.1. Design
	
	

	Description : 

Sustainable development/Climate change is comparatively new field for many POs, with moderate expertise or capacity to have a maximum impact on the ground.
	Risk Management : 

A Project Management Unit (PMU) with multi-disciplinary expertise is established in PKSF to specifically oversee the implementation of the project.   In addition, an extensive communication package developed along with workshops to raise the awareness of POs preparing adaptation proposals.  PMU will also provide assistance to POs at both proposal preparation phases as well as during implementation, as necessary. Finally, a comprehensive monitoring and feedback mechanism designed to ensure that the program learns from experience

	
	
	
	
	

	4.2. Social & Environmental
	
	

	Environment

· Low capacity to ensure environmental safeguard and implement environmental management plans.

Risk Explanation:

The uncertainty and location specific climate change interventions pose significant risk for both the PKSF and the POs to adopt effective environmental and social safeguards. The risk further compounded by inadequate POs capacity to ensure environmental safeguard compliance in the grant activity. 

Social: The project desires that project proposals will avoid social safeguards impacts those cannot be mitigated within the existing capacity of the community, the POs or PKSF. It is also desired that the projects will not reduce climate change vulnerability to one gender or community group at the cost of others including tribal peoples. The project policy is adopted to avoid acquisition of private land (using power of eminent domain) and in special circumstances, private lands and public lands with private uses is used through voluntary contribution and/or contribution against compensation collectively by the community, failure in which, POs will select to purchase the lands directly. 

There is a risk that appropriate mitigation measures are not applied during identification, design and implementation of the projects. 


	Risk Management :  

Environment:  Before finalizing projects, PKSF ranks them on the basis of environmentally critical issues. An Environment Management Framework (EMF) and Environmental Management Plans for each project has been prepared and disclosed.  The Project Management Unit (PMU) will have a full time focal person with Environmental Specialization or a full time Environment and Natural Resource Management Specialist.  PKSF will develop its own monitoring plan to oversee environmentally critical project. S/he is responsible for ensuring environmental safeguard compliance at concept, proposal, implementation and operation and monitoring stage.   Apart from the Environmental Focal person of PKSF, POs will nominate an environmental specialist who is responsible for environmental screening, Initial Environmental Examination if necessary, developing activity specific mitigation measure and Environmental Management Plan and quarterly monitoring report. 

Social: PKSF has its Social Management Framework (SMF) for its projects. The SMF provides the principles and guidelines to address social safeguards compliance issues that may arise during implementation of the projects including gender and other social concerns.  The SMF followed to screen project proposals for social safeguard compliance, monitor implementation and carry out impact evaluation of theirpojects. Project management office at PKSF will have a community/social development specialist for implementation of the SMF to ensure social safeguards compliance.



	
	
	
	
	

	4.3. Program & Donor
	
	

	Description: some projects might be funded through a multi-donor fund, which will require continuous investments over the long term to have any significant impact. Furthermore, the creation and strengthening of institutions is a long-term process. There is a risk that the donors do not continue funding.
	Risk Management:  Close partnership and communication during project preparation and implementation with donor partners to solidify commitment for a longer-term.  Documenting lessons learned for continuous improvement and the dissemination and communication of results to demonstrate impacts on the ground.  



	
	
	
	
	

	4.4. Delivery Monitoring & Sustainability
	
	

	Description: Climate change relevant projects might be challenging to PKSF because PKSF is an apex development organization.
	Risk Management:  A dedicated Project Management Unit with Operational manual and M&E manual established to ensure the implementation of the program. Provision has been made to recruit external advisers as necessary on specific climate change issues that may arise. The systematic documentation of the impact of the program and communication to donor is ensured. 

	
	
	
	
	

	
	
	
	
	

	
	


