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Why Project RISK Management?

“Those who cannot remember the past are

condemned to repeat 1t”’

GEORGE SANTAYANA
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Every project has risk

There 1s always at least some level of uncertainty

In a project’s outcome
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Definition used by PMI:

A temporary endeavor undertaken to
create a unique product or service

Projects have the following characteristics:
& Temporary
¥ Unique products, services or results
&% Progressive elaboration

RISK Management o390 892
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03999 Sy
H. Kerzner:

A project can be considered to be any series of activities and
tasks that:

o Have a specific objective to be completed within certain

specifications

o Have defined start and end dates

o Have funding limits

o Consume human and nonhuman resources (money, people,
equipment,...)

o Be multifunctional (cut across several functional lines, i.e., )

RISK Management o390 892 s
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Projects are the means and lifeblood of

development
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How are projects born?

Need for
product or
service

Carry-out

feasibility

study

Cost /Benefit
Analysis

Select One
Project

Authorize
the Project

°+

\

Masoud Amini, MSc, PMP -
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The Nature of Projects
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Project Objectives
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Project Objectives

STRATEGIC
OBJECTIVES

What does this
stakeholder want to achieve
through the project?

OPERATIONAL OBJECTIVES

What is the delivered project required to do?

PROCUREMENT OBJECTIVES

o Project delivery time/completion date?
o Project cost?

o Project quality/fitness for purpose?

o ??

0?7
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Project Phase

PROCUREMENT
(DELIVERY)
PHASE

RN
........
a® (

PHASE

)

OPERATIONAL .

r" \
-
I..'
-
-
#
-
-

DISPOSAL
PHASE

PROJECT /

Masoud Amini, MSc, PMF
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Project Phase

) The project procurement phase covers all the activities
required to initiate, justify, design, plan, construct, test,

and commission a project before 1t becomes operational

. The operational phase deals with everything that the project
needs to fulfil its intended function, including staffing,

maintaining, repairing, and replacing parts.

N RISK Management , y;e0] 5402
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Project Phase

) The disposal phase occurs when the project function
becomes obsolete or has been completed, or when

ownership and operations are transferred to someone else

RISK Management o390 892
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Project risk 1s an uncertain event or condition that, 1f

Project Risk

it happens, has a positive or a negative effect (impact)

on a project objective (Scope, Schedule, Cost or

Quality).

Cause Risk Effect

Masoud Amini,
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 Risk and uncertainty describe the possibility of

(Risk & Uncertainty) cuxlad suc g S

different potential outcomes.

! In business, the risks and uncertainties reflect
unknowns and variability in nature, materials, and

human systems.

a\ WS
L\ Ak
594 AN

Ao\

3 b
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(Risk & Uncertainty) cozlhd suc g Siw

] £90 dw o Colad easl]
53 9 38l dalgd BlE) w0 &S cl e ) oo AR LG Cuxhad pus ®
(Sl ol ¢ (ool 8 clol JI) g yialas yidlasy 550
&9 psld oo J dyge O > gud &S Cuwl (i ‘_ﬂ A bl Cunlad ous =
(Bg,S 2 STy 3,8ae) 5,8 (3l 4 1) ] o o0
Ll g (loj CllS b Coabad pae 5 S ol 1A bl Bl uf Conlad pus ®

(gm A £689) A8 05 (6 s iloldl

| RISK Management ,y3e0f 493
Masoud Am s

42



A (Uncertainly) cuxlad sue JUlo
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(Risk & Uncertainly) coxlad sue ¢ Sun

Cuwl 6394 ¢ Proactive sxad )lis Sy Co pie
» All projects are exposed to risks.

» All projects involve stakeholders

RISK Management 300l 2,92
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The Project Stakeholder Perspective

All projects involve stakeholders

] Those people or entities that have capacity to influence the

decision making associated with projects.

J Each stakeholder will be exposed to different risks

RISK Management o390 892 "
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The Project Stakeholder Perspective
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{EM* Difference beetwin Risk & Issue

Cand 03] 4 by yo Sy Lol 6,15 3939 Y1 &S o  ISio [SSUE

Certain (or almost certain):
Probability ~ 0% or ~ 100%

Uncertain:
0% < Probability < 100%

Usually belongs to the past or present
Sometimes belongs to the future

Always belongs to the future (resulting
in uncertainty)

Should be considered in the project
management plan from the beginning

Should be addressed in risk response
planning

Masoud Amini, MSc, PMP-
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Decision & Risk
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) An uncertain event or condition, that 1f 1t occurs, has a

positive or negative effect on a project's objective.

RISK Management , v ;a0 8402
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PMBOK - Gilises gbb3 ,lailiw] 05 51 Sy, iy y25

e Plan risk management

e Identify risks

e Perform qualitative risk analysis
e Perform quantitative risk analysis
e Plan risk response

e Control risks.

RISK Management yo;g0 892 -



(Australia/ New Zealand) AS/NZS-4360
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ISO/IEC Guide73

29 ooy ol slasoly 5 3lg) S Sl I Al s 4 S @

\ RISK Management o390 892

Masoud Amini, MSc, PMF

54



ISO 31000

The ISO 31000 (2018) guide 1s also a good starting point as a partial

framework for systematic risk management. It comprises five stages:
1) Establish the context

2) Identify risks

3) Analyse risks

4) Evaluate risks

5) Treat risks.

RISK Management , y;e0] 5402
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DOD

Risk 1s a measure of future uncertainties in achieving program
performance goals and objectives within defined cost, schedule,

and performance constraints.

RISK Management o390 892 6
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Technical Programmatic Business
Events Events Events

What can be improved?

l Consequences: Cost, Schedule, and Performance

RISK Management (o3¢0l 2,93
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Project Risk Analysis and Management (PRAM)

PRAM

» Risk 1s the recognition that uncertainly can affect the achievement of a

project’s objectives either positively or negatively

RISK Management o390 892 s
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CMAA

Construction Management Association of America

» Risk in general 1s defined as the possibility of loss or injury

RISK Management , v ;a0 8402
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0.Validation | [ Rick

of E’ Identification

cost/schedule

2. Risk . 3. Risk
Quantification [ Mitigation

4. Implementation
of Risk Mitigation
Plan
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Strategic Risk Management
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A Continues Risk Strategy & Management

1 Focus on high

risk issues
and their % Analyze adequacy
impact of budget/schedule
Identify .
and

dSSess

risk Establish

: 1
project !
P
str.ategy & e
objectives |ENEINAS

' mitigate 4
risk 4

Assess
adequacy
of mitigation

and contingencies
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Risk Management
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1. Risk Identification: What can go wrong?

Risk Management

2. Risk Analysis: What is the likelihood and consequence of the risk?

3. Risk Mitigation: Should the risk be accepted, avoided, transferred, or

controlled?

4. Risk Monitoring: How has the risk changed?

RISK Management , y;e0] 5402
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A Risk Management Process

Risk ldentification

What can go wrong?

__ Risk Analysis
Communication What is the likelihood

and Feedback and consequence af the
risk?

Risk Monitoring

”i'l W ;l (1A rIIJ" l'll‘ig:
changed?

Risk Mitigation
Should the risk be

accepted, avoided,
transferred or controlled?
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The objective of risk management
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Benefits of a Risk Management Plan

Strategic Risk Process

Successful Project
Maximize Opportunities €

Minimize Risk Impacts o
Meet Expectations ’[:f}‘

Masoud Amini, MSc, PMP-

Added Benefits

é Cost Effectiveness

=TT

= Schedule Control

T

. Contingency Management
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Internal Contexts as Risk Drivers

All projects have an internal context that 1s usually associated

with their particular circumstances, nature, and objectives
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o What is this project?

Internal Contexts as Risk Drivers

o What are the procurement, operational, and strategic objectives

for the project?

o As a project stakeholder, do we have additional or different
objectives?

o What are the environments of the project (procurement,

operational, and disposal) in which we will be directly involved?

o What are the governance (organizational structure) arrangements

proposed for the project?

AN RISK Management 5300 292
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Internal Contexts as Risk Drivers

o What do we know about other project stakeholders?

o What level of stakeholder management will we need to engage
in?

o What financial arrangements are in place for the project?

RISK Management o390 892 o
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e How similar is this project to others that we have completed

successfully?

e What unsuccessful aspects of past projects are likely to arise

1n this one?

DA RISK Management 4300 50
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Internal Contexts as Risk Drivers

e what will be the likely status of current projects, and the
prospects for new projects, when we become fully engaged with

this one?

e What technical, financial, resource, and management factors
iIn our current organization could affect our capacity to

undertake this project successfully?

RISK Management o390 892 )



External Contexts as Risk Drivers

We are beholden to potential external situations and events that

lie beyond our ability to fully control them

RISK Management o390 892 s
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External Contexts as Risk Drivers
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External Contexts as Risk Drivers
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Physical Contexts

1) Environmental 1ssues

2) Prevailing climatic and seasonal weather conditions for the

duration of the project

3) Proximity to rivers and waterways, and propensity to flooding

4) Proximity to essential temporary and permanent services (water,

mains electricity, sewage, and waste disposal)

RISK Management o390 892 6



Physical Contexts

5) Remoteness (access, transport, and accommodation for

workers and project staff; component and materials delivery)

6) Local traffic conditions (street access to site, parking
restrictions, street closure capability, and traffic management
capacity). This would also include similar constraints associated

with maritime projects.

RISK Management o390 892 .
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Physical Contexts

7) Geological constraints (or tidal conditions for maritime
projects)

8) Continuity, access, and non-interruption requirements for
existing services and facilities (roads, railways, airports, river
crossings, hospitals, schools, etc.)

9) Proximity to sensitive areas (weapons firing ranges, defense

installations, nuclear, waste disposal facilities, high-security
prisons, etc.).

N RISK Management , y;e0] 5402
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Technical Contexts

It’s not exploring the actual technical needs of the project itself
(These are part of the internal project context)

] What technologies will be needed to deliver this project?

] What technologies will be used in the operational phase of
this project?

RISK Management o390 892
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Technical Contexts

J What constraints might arise in obtaining and implementing
those technologies?

) How could any of these constraints influence project
decision  making?

RISK Management o390 892 %0
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Economic Contexts

o The wider economic context for projects also includes

financial aspects

o Market supply/demand conditions for resources (materials,

labor, and equipment)

o Fiscal and monetary policy settings by governments and

treasuries

| RISK Management o390 892 o
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Economic Contexts

o Financial markets, loan availability, and interest rates
o Economic performance
o Levels of national debt

o Unemployment statistics
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Economic Contexts

Appropriate questions for exploring the external economic

context are:

] What are the likely market supply/demand conditions

applicable to the resources and technologies needed to carry

out this project?

] Technologies needed to carry out this project?

RISK Management o390 892
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Economic Contexts

] What are the relevant fiscal and monetary settings
surrounding this project, and how likely are they to

change?

J To what extent will any future changes in these settings
and conditions affect our project decision making and

capacity to manage project risks?

RISK Management yo390 892
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Social Contexts

setting the external social context for a project entails looking at

matters such as:

e Political environments

e Public administration systems
e Health systems

e Education

e Civil and criminal law

e Justice systems
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Social Contexts

e Public welfare systems

e Industrial relations and employment conditions

e Equality issues and affirmative action policies

e Public attitudes, mores, and social capital (considered as the nature and
value of the abilities and relationships, existing and developing among people
living and working in a particular society, that enable that society to function
effectively)

e Culture and customary practices.
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Social Contexts

Appropriate context setting questions would be:

e What social ‘systems’ are applicable to this project?

e What are the relevant issues arising in each of these?

e What changes are taking place (or can be foreseen) in them?
The necessary corollary is:
e How could these issues or conditions (or any changes in them) influence

our project decision making and capacity to manage project risks?
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