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INTRODUCTION

Risk is the effect of uncertainty on objectives. Uncertain situations present challenges that threaten the realization
of objectives, but they may also create opportunities to amplify development outcomes. USAID’s Risk Appetite
Statement (RAS) provides broad-based guidance on the type and amount of risk the Agency is willing to accept

to achieve its mission. This Brief focuses on managing programmatic risks' (high risk appetite) and is intended to
complement the approach for fiduciary risk, in particular for implementing funding through local partners (medium
risk appetite). It is intended to be used in conjunction with USAID’s Enterprise Risk Management (ERM) framework
and the suite of tools available to USAID staff.

This Brief is an optional tool to build staff capacity to integrate risk management throughout the Program Cycle
starting from strategic planning, activity design and implementation, monitoring, evaluation, and learning, to activity
close out. Since risks are interrelated, risk management is best done as a whole-of-mission management team led by
senior management.As an initial effort to raise awareness on programmatic risk as part of the USAID’s 7-Step Risk

Management process, this work is iterative based on current available information. This is a living document and will
be updated after a year of implementation
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| Other RAS risks are operational, fiduciary, reputational, legal, information technology, human capital and security.
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A brief narrative of each Program Cycle phase follows with links to relevant tools:

STRATEGIC PLANNING
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During activity design , review/revise the preliminary
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of mandatory and other assessments), evaluations of _ . _
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and opportunities at the activity level, then prioritize

* Build in adaptive management and learning

using probability (likelihood of a risk event occurring)

and impact determinations to assess the overall risk

level. Use the RAS to guide the response options including: avoid, mitigate, accept, transfer, or leverage the risk

as an opportunity by utilizing, enhancing, sharing, or ignoring. (Note that risk tolerance levels at the activity level
may be adjusted higher or lower than the RAS level depending on each context.) A continuous calibration of risks
and opportunities (and among the different types/level of risks) is facilitated by applying an adaptive management
approach with continuous monitoring of interrelated risks.

Include assumptions regarding the external conditions, behaviors, or events needed to achieve results in the activity
theory of change (TOC) statement. During TOC development, consider risks in the activity context that could
have negative or positive effects on the outcomes, focusing on the most significant risks that could impact the
achievement of results. The TOC is a critical entry point for identifying potential risk events and developing risk
response measures because it: |) provides a framework for developing activity Monitoring, Evaluating, and Learning
(MEL) plans and Communicating, Learning, and Adapting (CLA) approaches; and 2) validates and informs potential
revisions to an activity’s design during implementation, including activity objectives and expected results. Activities


https://usaidlearninglab.org/monitoring/monitoring-toolkit/monitoring-program-cycle/pmps
https://www.usaid.gov/sites/default/files/2022-12/201mag.pdf
https://usaidlearninglab.org/resources/theory-change-workbook-step-step-process-developing-or-strengthening-theories-change

may have multiple (cascading) theories of change at various levels of the activity’s logic model. Similar to the PMP, as
activity MEL Plans are implemented, tracking assumptions and risks associated with TOC:s is facilitated by integrating
them into the activity Learning Agenda of the activity MEL Plan.

Develop a Risk Mitigation plan to address the most significant risks (for example, localization-specific risks?)

and link it to the activity MEL Plan and, as relevant, to the Capacity Strengthening Plan. USAID’s commitment to
increasing direct local funding and locally-led programs requires a mindset shift.VWe apply a “do no harm” lens to
ensure we minimize the risks that local actors, especially underrepresented and marginalized populations, might
assume. Build in an adaptive management approach to facilitate real-time course corrections with planned points of

review and monitoring during implementation.

ACTIVITY IMPLEMENTATION
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USAID uses a systems approach where staff are

encouraged to design and implement projects in ways

that produce sustained impact as well as rapid results. This requires broadening how we think about results, and
recalibrating how we think about risk. Identifying a Risk Management Liaison (RML) as part of the whole-of-mission
risk management team is a viable tool to enable a cultural shift. The annual Agency Risk Profile exercise highlights
the most significant risks affecting the Agency for the attention of Senior Leadership through the Agency’s ERM_
governance system, and provides the opportunity for an Agency-wide review of all risks as an interrelated portfolio.

Continued on next page...

2 USAID’s Locdlization working group is developing tools to address specific localization risks.


https://usaidlearninglab.org/resources/discussion-note-adaptive-management
https://www.usaid.gov/policy/local-systems-framework
https://www.usaid.gov/about-us/agency-policy/series-500/596
https://www.usaid.gov/about-us/agency-policy/series-500/596

ACTIVITY CLOSEOUT

A key component is knowledge capture and
dissemination.As part of a broader knowledge capture
plan, consider risk management lessons learned to be
included and the audience.These lessons may come
from structured learning activities implemented as part
of the larger Learning Agenda, or from tacit knowledge
captured from activity staff, USAID, or other partners.

Ensure the work plan includes sufficient resources

for developing knowledge products around risk
management, along with a clear dissemination plan.Take
an intentional approach to identifying from whom tacit

PHASE 4
Activity Closeout

* Report on
effectiveness of risk
management

* Share lessons
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and best
practices

knowledge needs to be captured and organizing that information in a form where it can be applied in future work.
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