


If you don't attack the risks, the risks will attack you
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Change Consulting & TrainingChange Consulting & Training
is a

Project Management Institute (PMI)
Registered Education ProviderRegistered Education Provider 

(R.E.P.)( )
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Corporate Risk Management andCorporate Risk Management and 
PMI-RMP Exam Preparation
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Eyad S. SaadehEyad S. Saadeh
• 26 years of project management experience
• 10 years in organizational management and strategic planning10 years in organizational management and strategic planning
• 35 Projects (KSA, Bahrain, Qatar, Kuwait, UAE, Oman, Libya, Egypt, Jordan, Syria, Yemen, Cyprus, 

Iran, Pakistan, and Kyrgyz Republic)

• 6   PMO’s setup (building & Implementation)p ( g p )
• 3   Programs (manage and execute)
• 8   Products/ system development projects

G l M t d f d f f l t• General Manager, partner, and founder of one of a largest 
technology company operating in Saudi Arabia for 5 years (2001 to 
2005)
F d d f Ch C lti & T i i h• Founder and owner of Change Consulting & Training www.change‐
ppi.com
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Eyad S. SaadehEyad S. Saadeh
• MBA Executive, University of Wales, UK
• PMP (Project Management Professional)
• PgMP (Program Management Professional)
• PMI‐RMP (Risk Management Professional)
• PMI‐ACP (Agile Certified Practitioner) ( g )
• PMI‐SP (Scheduling Professional)
• PMOC (Project Management Office ( j g

Certificate)
• MS Project Orange, Blue, and Black Belts
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Change Consulting & TrainingChange Consulting & Training
• www.change‐ppi.com
• Head office

– Tel +962 6 5548704
F 962 6 5548706– Fax +962 6 5548706

– Mob +962 79 595 06 96
• Eyad S Saadeh• Eyad S. Saadeh

– +966 56  7171  466
– +962 79  622 66 50
– isaadeh@change‐ppi.com
– iyadsalehsaadeh@yahoo.com
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Introduce YourselfIntroduce Yourself
• NameName
• Organization
• Field
• Project management experienceProject management experience
• Why you are here (expectations)? 
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The PainThe Pain

Th P blThe Problem

The Solution
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Project Analyst DeveloperCustomer Consultantj
Manager

y p
Explanation

Customer Real
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Project FailsProject Fails
• Various public studies (Forrester, Gartner,Various public studies (Forrester, Gartner, 
World Bank, Standish Group ) recently 
reported that between 81% to 84% of all ITreported that between 81% to 84% of all IT 
project fail.

• 62% to 75% from other non‐IT project fail 
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Failure ExamplesFailure Examples
• Over half of the reengineering projects have g g p j
failed.

• Less than one‐third of e‐business efforts 
deliver the planned results.

• Many systems projects overrun their budgets y y p j g
and schedules.

• Many engineering and construction projects Many engineering and construction projects 
deliver unplanned problems and fewer 
benefits than planned
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DiscussionDiscussion
• Why projects fail?Why projects fail?
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Why Projects Fail?Why Projects Fail?
Projects fail mainly because of two reasons:Projects fail mainly because of two reasons:
(1) A failure of estimation and 
(2) A failure of implementation 

Dr J Davidson FrameDr. J. Davidson Frame
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Why Projects Fail?Why Projects Fail?
• Is it the management?
I i h ?• Is it the team?

• Is it the tools?
• Is it the requirements?• Is it the requirements?
• Is it the quality?
• Lack of agreement and communication!!• Lack of agreement and communication!!
• Lack of objectives!!
• Lack of resources!!Lack of resources!!
• Lack of time!!
• Lack of budget!!g
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It always appears to be 
everyone else's fault !!
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Project ConstraintsProject Constraints
Scope

Best‐of‐Bread
Quality
Highest Best‐of‐BreadHighest

Resources
Best

FundingRisks

Cost
L t

Time
Now

Competing Demands
Trade offs

LowestNow
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Trade‐OffTrade Off
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Project ManagementProject Management

Applying Project
Activities

Project
Success

• Knowledge

Activities

To Achieve
Lead To

• Knowledge
• Skills
• Tools
T h i

• Scope 
• Techniques

p
• Cost
• Time
• Quality

Project 
Objectives
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The Story AboutThe Story About
• High quality project will deliver the requiredHigh quality project will deliver the required 
(product or service or result) within scope, on 
i d i hi b dtime,  and  within budget. 
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DiscussionDiscussion
• Project & Project management is it newProject & Project management is it new 
concept?
Wh h 1st j ?• When was the 1st project ?
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RecommendationRecommendation
• Stop doing projects to end this headacheStop doing projects to end this headache

• So we will solve the problem!!

• Can we do that?
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Big PictureBig Picture
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DiscussionDiscussion
• What about your personal vision?What about your personal vision?
• Are we using projects in our daily life?
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NASANASA
• No project has ever finished on time, withinNo project has ever finished on time, within 
budget, to requirement ‐ yours won't be the 
first tofirst to

• Why?
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Projects and UncertaintyProjects and Uncertainty
• Projects contain high level of uncertaintyProjects contain high level of uncertainty

• Explain!!
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Course ObjectivesCourse Objectives
1. Getting a solid understanding of risk management concepts and 

knowledgeknowledge
2. Be able to mange threats and opportunities effectively and 

efficiently to deliver successful projects that meet stakeholder 
expectationexpectation

3. Learn how to prepare a comprehensive risk management plan  
4. Learn how to develop a practical response strategies for common 

project risks
5. Learn how to monitor, control, and communicate risks throughout 

the project life cycle p j y
6. Prepare the participant to pass PMI‐RMP certificate exam
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Course ModelsCourse Models
1. Model 01 Introduction
2. Model 02 Risk Planning
3. Model 03 Risk Identification 
4. Model 04 Risk analysis
5. Model 05 Risk Response Planning5. Model 05 Risk Response Planning
6. Model 06 Monitor and Control Project Risk
7 Model 07 Recape7. Model 07 Recape
8. Model 08 PMI‐RMP Exam Preparation
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Daily AgendaDaily Agenda
Session From To

1 08:30 am 10:00 am

Break 10:00 am 10:30 am

2 10:30 am 12:00 pm

Pray Break 12:00 pm 12:30 pm

3 12:30 pm 02:00 pm3 12:30 pm 02:00 pm
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Course MaterialsCourse Materials
• PMI Project Management Body Of knowledge j g y g
PMBOK 

• PMI Practice Standard for Project RiskPMI Practice Standard for Project Risk 
Management

• Practical Project Risk Management: The ATOMPractical Project Risk Management: The ATOM 
Methodology David Hillson and Peter Simon

• Project Management a Systems Approach to• Project Management a Systems Approach to 
Planning, Scheduling and Controlling Harold Kerzner
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Risk ResourcesRisk Resources
• The Institute of Risk ManagementThe Institute of Risk Management 
www.theirm.org
Ri k D i k d• Risk Doctor www.risk‐doctor.com
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Model 01Model 01
Introduction
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“what can go wrong will go wrong”what can go wrong will go wrong
Murphy’s Lawp y
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What is Risk?What is Risk?
• Risk is an uncertain event or condition that, ifRisk is an uncertain event or condition that, if 
it occurs, has an effect on at least one project 
objectiveobjective

• A risk may have one or more causes and, if it 
occurs, it may have one or more impacts

• A cause maybe a requirements assumptionsA cause maybe a requirements, assumptions, 
constraints, or conditions
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What is Risk?What is Risk?
• The chance of something happening that will have an g pp g
impact on objectives.
– A risk is often specified in terms of an event or A risk is often specified in terms of an event or
circumstance and the consequences that may flow from it.

– Risk is measured in terms of a combination of the 
consequences of an event and their likelihood.

– Risk may have a positive or negative impact.
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Project Risk ManagementProject Risk Management
• The processes of conducting risk managementThe processes of conducting risk management 
planning, identification, analysis, response 
planning and monitoring and control on aplanning, and monitoring and control on a 
project
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Project Risk ManagementProject Risk Management
• Risk management is the culture, processes and 

t t th t di t d t d th ff tistructures that are directed towards the effective 
management of potential opportunities and 
adverse effects within the organization g
environment

• It is an enterprise wide process with multi‐
di idimensions

• It is best achieved by a multidisciplinary team
• Risks must be appropriately communicated and• Risks must be appropriately communicated and
shared
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Project Risk Management ObjectivesProject Risk Management Objectives

• To increase the probability and impact ofTo increase the probability and impact of 
positive events, and decrease the probability 
and impact of negative events in projectand impact of negative events in project
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Role of Project Risk Management in Project 
MManagement

• Project Risk Management is integral toProject Risk Management is integral to 
successful project management. Because risk 
management should be embedded in themanagement should be embedded in the 
planning and operational documents of the 

j i i bli h d f h jproject, it is established as part of the project
• Project Risk Management should not be j g
considered as an optional activity
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Good Risk Management PracticeGood Risk Management Practice
• Project Risk Management should always beProject Risk Management should always be 
conducted on an ethical basis.
H ibili li d f i• Honesty, responsibility, realism, and fair 
dealing with others
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Project Manager’s Role for Project Risk 
Management

• Determining the acceptable levels of risk for the g p
project in consultation with key stakeholders

• Approving the risk management planApproving the risk management plan
• Promoting the risk management process for the 
projectproject

• Participating in the risk management process and 
id if i d i i kidentifying and owning risks

• Approving risk responses and associated actions 
prior to implementation
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Project Manager’s Role for Project Risk 
Management

• Applying project contingency funds to deal with identified risks that occur 
during the project

• Overseeing risk management by subcontractors and suppliers
• Regularly reporting risk status to key stakeholders with recommendations• Regularly reporting risk status to key stakeholders, with recommendations 

for appropriate strategic decisions and actions to maintain acceptable risk 
exposure

• Highlighting to senior management any identified risks which are outside 
the scope or control of the project, or which require input or action from 
outside the project, or where release of “management reserve” funds 
might be appropriate

• Monitoring the efficiency and effectiveness of the Project Risk 
Management processManagement process.
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Risk Management ProcessRisk Management Process
1. Risk definition process1. Risk definition process
2. Risk identification process
3. Risk assessment process
4 Risk response identification process4. Risk response identification process
5. Risk monitoring and review process
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Risk Management ProcessRisk Management Process

Executing

Monitor & Controlling

Planning

Monitor & Controlling

Tracking Evaluating

Assessment Re‐assessment

Project lifecycle
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Model 02Model 02
Risk Planningg
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Plan Risk ManagementPlan Risk Management
• The process of defining how to conduct riskThe process of defining how to conduct risk 
management activities for a project
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Plan Risk Management ObjectivesPlan Risk Management Objectives 
• To develop the overall risk managementTo develop the overall risk management 
strategy for the project
T d id h h i k• To decide how the risk management processes 
will be executed

• To integrate Project Risk Management with all 
other project management activitiesother project management activities
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Critical Success Factors for the Plan Risk 
M PManagement Process

• Identify and address barriers to successfulIdentify and address barriers to successful 
project risk management
I l j k h ld• Involve project stakeholders 

• Comply with the organization’s objectives, p y g j ,
policies, and practices
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Key Areas of Focus for the Plan Risk 
M PManagement Process
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Choose Your ProjectChoose Your Project
1. Run an annual “global Conference for IT 

f i l ” i I b l T kprofessionals” in Istanbul –Turkey
2. Build and operate China Town in your city

ld h f l3. Building the Ministry of Interior portal            
(e‐government project)

4 Establish and operate high class coffee shop4. Establish and operate high class coffee shop
5. Establish and operate healthy food restaurant 

at XYZ Mallat XYZ Mall
6. Or your own project
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CongratulationCongratulation
You are now assigned as a Project Risk ManagerYou are now assigned as a Project Risk Manager
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WorkshopWorkshop
• Introduce your projectIntroduce your project
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Risk Management PlanRisk Management Plan
• Describes how risk management will beDescribes how risk management will be 
structured and performed on the project
C i d i i b idi l f h• Contained in or is a subsidiary plan of the 
project management plan
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Risk Management PlanRisk Management Plan
• Methodology
• Roles and responsibilities 
• Budgeting

Ti i• Timing
• Risk Categories, RBS
• Definition of Risk Probability and ImpactDefinition of Risk Probability and Impact
• Probability and impact matrix (PI matrix)
• Revised Stakeholders tolerances
• Reporting Formats
• Tracking
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Definition of Risk Probability and Impact
(P b bili )(Probability)

Title Score© Descriptionp

Very Low 20 Highly unlikely to occur; however, still needs to be monitored as
certain circumstances could result in this risk becoming more
likely to occur during the projecty g p j

Low 40 Unlikely to occur, based on current information, as the
circumstances likely to trigger the risk are also unlikely toy gg y
occur©

Medium 60 Likely to occur as it is clear that the risk will probably eventuate

High 80 Very likely to occur, based on the circumstances of the project

Very High 90 Highly likely to occur as the circumstances which will cause this
risk to eventuate are also very likely to be created
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Definition of Risk Probability and Impact
(I )(Impact)

Title Score Description©p
Very Low 20 Insignificant impact on the project. It is not possible to

measure the impact on the project as it is minimal

Low 40 Minor impact on the project e g < 5% deviation in scopeLow 40 Minor impact on the project, e.g. < 5% deviation in scope,
scheduled end-date or project budget

Medium 60 Measurable impact on the project, e.g. 5-10% deviation in
scope scheduled end date or project budgetscope, scheduled end-date or project budget

High 80 Significant impact on the project, e.g. 10-25% deviation in
scope, scheduled end-date or project budget

Very
High

90 Major impact on the project, e.g. >25%% deviation in scope,
scheduled end-date or project budget
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Probability and impact matrix (PI matrix)Probability and impact matrix (PI matrix)

ID Likelihood Impact© Priority Score Rating

1.1 20 80 50 Medium

1.2 80 60 70 High

1.3 90 40 70 High

2.1 40 20 30 Low

2.2 80 90 80 Very High

2.3 20 80 50 Medium
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Defined Conditions for Impact Scale of a Risk on 
M j P j Obj iMajor Project Objectives

Project
Objective

Very Low
.05

Low
.1

Moderate
.2

High
.4

Very High
.8

Cost Insignificant
Cost Increase

<5% Cost
Increase

5–10% Cost
Increase

10–20% Cost
Increase

>20% Cost
Increase

Schedule Insignificant
Schedule
Slippage

Schedule
Slippage
<5%

Overall 
Project

Slippage
5–10%

Overall 
Project

Slippage
10–20%

Overall
Project
Schedule
Slips >20%

Scope Scope 
Decrease

Barely
Noticeable

Minor Areas
of Scope
Are Affected

Major Areas of
Scope
Are Affected

Scope
Reduction
Unacceptable
to the Client

Project End
Item Is
Effectively
Useless

Quality Quality
Degradation
Barely
Noticeable

Only Very
Demanding
Applications
Are Affected

Quality
Reduction
Requires 

Client
Approval

Quality
Reduction
Unacceptable
to the Client

Project End
Item Is
Effectively
Unusable
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UncertaintyUncertainty
• A lake of knowledge about an event thatA lake of knowledge about an event that 
reduces confidence in conclusions drawn from 
the datathe data

• Absence of information, knowledge, or 
understanding regarding the outcome of an 
action, decision, or event, ,
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Risk ToleranceRisk Tolerance
• The degree, amount or volume of risk that an 
organization or individual will accept

• Areas of risks that are acceptable or unacceptable 
( k h ff ll b(a risk that affects our reputation will not be 
tolerated)
P j t t i t d i t ibl b• Project constraints and any intangibles can be 
within tolerance area
P l d i ti h diff i i k• People and organizations have differing risk 
tolerances
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Risk ToleranceRisk Tolerance
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Risk ThresholdRisk Threshold
• A cost, time, quality, technical or resourceA cost, time, quality, technical or resource 
value used as parameter, and which may be 
included in product specificationincluded in product specification

• Crossing the threshold should trigger some 
actions 

• The amount of risk that is acceptable (a risk ofThe amount of risk that is acceptable (a risk of 
two weeks delay is ok, but nothing more)
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Risk AverseRisk Averse
• Somebody who don’t want to take a riskSomebody who don t want to take a risk
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Risk CategoryRisk Category
• Business, technical, or operationalBusiness, technical, or operational
• Acceptable or unacceptable
• Short or long term
• Risks are viewed as either manageable orRisks are viewed as either manageable or 
unmanageable

• Risks are either internal or external
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Risk CategoryRisk Category
• Requirements

f• Benefits
• Schedule
• Budgetg
• Deliverable
• Scope

I• Issues
• Supplier
• Acceptancep
• Communication
• Resource
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Risk CategoriesRisk Categories
• Human (qualification, absence, resignation, etc)
• Technical (complex virus hackers obsolete failure etc)• Technical (complex, virus, hackers, obsolete, failure, etc) 
• Project‐management (poor estimation, poor WBS, etc)
• Organizational (lake of vision unclear project prioritization• Organizational (lake of vision, unclear project prioritization, 

management support, changing sponsor priorities)
• Operational (delivery dates approvals access to clients etc)Operational (delivery dates, approvals, access to clients, etc)
• Government & Political (change regulation, new laws, change 

ministry, tax, public opinion, government policy, etc)ministry, tax, public opinion, government policy, etc)
• Financial (business failure, stock market, interest rates, etc)
• Natural (weather, natural disaster, accident, disease, etc)Natural (weather, natural disaster, accident, disease, etc) 
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Risk Breakdown Structure RBSRisk Breakdown Structure RBS
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ExploreExplore
• Risk Management Plan and Process templatesRisk Management Plan and Process templates
• KACST risk management plan
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WorkshopWorkshop
• Build your risk categories templateBuild your risk categories template
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WorkshopWorkshop
• Explore the S/W toolExplore the S/W tool
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Case StudyCase Study
• 01 Lessons in Risk Management01 Lessons in Risk Management
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Model 03Model 03
Risk Identification
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Identify RisksIdentify Risks
• The process of determining which risks mayThe process of determining which risks may 
affect the project and documenting their 
characteristicscharacteristics
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Critical Success Factors for the Identify 
Ri k PRisks Process

• Early identification
d f• Iterative identification

• Emergent identification
• Comprehensive risk identificationp
• Explicit identification of opportunities
• Multiple perspectives

Ri k li k d t j t bj ti• Risks linked to project objectives
• Complete risk statement
• Ownership and level of detailp
• Objectivity (sources of bias should be exposed wherever possible)
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Risk IdentificationRisk Identification
• The first thing we must do in risk identification g
is recognize the areas of the project where the 
risks can occur.s s ca occu
– Scope (scope statement  and WBS)
– Time (duration estimation Network diagram and– Time (duration estimation , Network diagram, and 
schedule)

– Cost (cost estimation)– Cost (cost estimation)
– Estimation should be accurate and reliable 
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Three Perspectives of Risk 
d fIdentification
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Project StakeholderProject Stakeholder
• Stakeholder ‐ Person or organization that isStakeholder  Person or organization that is 
actively involved in the project or whose 
interests may be positively or negativelyinterests may be positively or negatively 
affected by execution or completion of the 

j k h ld lproject. A stakeholder may also exert 
influence over the project and its deliverable

These definitions are taken from the glossary of The Project Management Institute, A Guide to the Project Management Body of 
Knowledge, (PMBOK® Guide) – Fourth Edition, Project Management Institute, Inc., 2008.

www.change‐ppi.com 80



www.change‐ppi.com 81



Stakeholder’s InfluencesStakeholder s Influences
• Key stakeholders can make or break the 

f jsuccess of a project
• Even if all the deliverables are met and the 
objectives are satisfied if your keyobjectives are satisfied, if your key 
stakeholders aren’t happy, nobody’s happy

• They can make life wonderful or inordinatelyThey can make life wonderful or inordinately 
challenging

• The definition of a successful project is oneThe definition of a successful project is one 
that accomplishes the goals of the project and 
meets or exceeds stakeholders’ expectations  
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Organization and Project ManagementOrganization and Project Management
• Strategy (vision, mission, strategic objectives) 
• Structure and culture
• People 

P (b i j t t)• Process (business, project management)
• Governance
• Level of maturityLevel of maturity
• Documentation
• Tools
• Stakeholders
• Services and products
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Organizational Project Management Maturity 
M d l OPM3Model OPM3
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Project LifecycleProject Lifecycle

Ph t Ph t Ph t Ph t

Ph 01 Ph 02 Ph 03

Phase gate Phase gate Phase gate Phase gate

Number of phases related to project parameter (type, nature, size, and complexity)

Phase 01 Phase 02 Phase 03 Phase 04 Final
Phasehand‐off hand‐off hand‐off hand‐off

Concept Preparation Contract TransitionBuildDesign

Basic Framework to Manage the Project
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ScopingScoping
• Lack of requirements management is one ofLack of requirements management is one of 
the biggest reasons why 60% of project 
defects are due to requirements and almostdefects are due to requirements, and almost 
half of the project budget is spent reworking 

i d frequirements defects 
Software Engineering Institute g g
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WBSWBS
• Deliverable‐oriented hierarchicalDeliverable oriented hierarchical 
decomposition
W k k (l l l) b• Work packages (lowest level) can be 
scheduled, cost estimated, monitored, and 
controlled

• Powerful communications and collaborationPowerful communications and collaboration 
tool
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WBSWBS
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WBSWBS
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RISK REGISTER
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Identify Risks Tools and TechniquesIdentify Risks Tools and Techniques
1. Documentation reviews (quality, consistency)(q y, y)
2. Information gathering techniques 
3 Ch kli t l i3. Checklist analysis
4. Assumptions analysis 
5. Diagramming techniques 
6 SWOT analysis6. SWOT analysis
7. Expert judgment
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Risk ExposureRisk Exposure
• Team size
• Project history (Newer projects are riskier 
because the processes have not been refined)because the processes have not been refined)

• Staff expertise and experience
• Project complexity• Project complexity
• Management stability (unity of direction)
• Time compression
• Resource availabilityy
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Typical Sources of Project RiskTypical Sources of Project Risk
• Staff:

– Key staff will not be available when needed
– Key skill sets will not be available when needed
Key staff will be lost during the project– Key staff will be lost during the project

– Subcontractors will under perform and fail to meet their 
assignments

• Equipment:
– Required hardware will not be delivered on time
– Access to the development environment will be restricted
– Equipment will fail
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Typical Sources of Project RiskTypical Sources of Project Risk
• Customer

C t ill t b d il bl i d– Customer resources will not be made available as required
– Customer staff will not reach decisions in a timely manner
– Deliverables will not be reviewed according to the schedule

Knowledgeable customer staff will be replaced with those less qualified– Knowledgeable customer staff will be replaced with those less qualified
– A lack of project experience with this customer will result in delays or 

undermine the relationship.
– Conflict within the customer organization about the desirability or feasibility g y y

of the project will threaten it
– A lack of clear lines of responsibility and escalation will interfere with problem 

resolution
B fit h t b tifi d– Benefits have not been quantified

– Customer expectations for the application exceed the capabilities of 
technology

www.change‐ppi.com 94



Typical Sources of Project RiskTypical Sources of Project Risk
• Scope

A lack of clarity in the scope definition will result in numerous scope changes– A lack of clarity in the scope definition will result in numerous scope changes.
– A lack of clarity in the scope definition will result in conflict in the customer about 

the scope
– Scope changes will be introduced without the knowledge of project management
– A lack of clearly defined acceptance criteria will cause delays in acceptance and 

sign‐off.
– A hurried estimate or one that has not been validated will result in a project plan 

that will not be met
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Typical Sources of Project RiskTypical Sources of Project Risk
• Technology

– The technology will have technical or performance limitations that endanger 
the project

– Technology components will not be easily integratedgy p y g
– The technology is unproved and will fail to meet customer and project 

requirements
– The technology is new and poorly understood by the project team and willThe technology is new and poorly understood by the project team and will 

introduce delays
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Typical Sources of Project RiskTypical Sources of Project Risk
• System:

– System response time will not be adequate– System response time will not be adequate
– System capacity requirements will exceed available capacity
– The system will fail to meet functional requirements.

• Physical:
– The office will be damaged by fire, flood, or other catastrophe.
– A computer virus will infect the development environment or operational system
– The team is not co‐located, which will impede communication and introduce errors
– A team member will steal confidential project material and make it available to competitors of p j p

the customer
• Management Risk:

– The relative inexperience of the project manager will result in budget or schedule slippages
– Management will deem this project to have a lower priority for resources and attentionManagement will deem this project to have a lower priority for resources and attention
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Information Gathering TechniquesInformation Gathering Techniques
• BrainstormingBrainstorming
• Delphi technique
• Interviewing
• Root cause analysisRoot cause analysis 

www.change‐ppi.com 98



BrainstormingBrainstorming
• Popular tool that helps you generate a 
comprehensive list of project risks

• Help you to get buy in from stakeholders
• Provides a freewheeling environment in which 
everyone is encouraged to participate

• Quirky ideas are welcomed, all participants are 
asked to contribute fully and fairly

• During brainstorming sessions there should be no 
criticism of ideas
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Delphi TechniqueDelphi Technique
• A way to reach a consensus of experts
• Experts participate anonymously
• Help reduce biasp
• The anonymity and remoteness of the process 
helps to avoid issues of groupthink and p g p
personality conflict

• It gives people time to think issues through 
properly, critique arguments rigorously and 
contribute fully
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Groupthink PhenomenonGroupthink Phenomenon
• You decide to speak in a meeting and then 
decided against it because you did not want to 
appear unsupportive of the group's efforts
d h h h b• Led a team in which the team members were 

reluctant to express their own opinions
Wh th d i f id• When the desire for group consensus overrides 
people's common sense desire to present 
alternatives critique a position or express analternatives, critique a position, or express an 
unpopular opinion
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GroupthinkGroupthink
• Groupthink happens when there is:Groupthink happens when there is:

– A strong, persuasive group leader
A hi h l l f h i– A high level of group cohesion

– Intense pressure from the outside to make a good 
decision
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Root Cause AnalysisRoot Cause Analysis
• The Importance of the big pictureThe Importance of the big picture
• Figure out what negative events are occurring. Then, 
look at the complex systems around those problemslook at the complex systems around those problems, 
and identify key points of failure. Finally, determine 
solutions to address those key points or root causessolutions to address those key points, or root causes
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Root Cause AnalysisRoot Cause Analysis
• AppreciationAppreciation
• 5 Whys
• Drill Down
• Cause and Effect DiagramsCause and Effect Diagrams
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AppreciationAppreciation
• Simple but powerful technique for extractingSimple but powerful technique for extracting 
the maximum amount of information possible 
from a simple fact or statementfrom a simple fact or statement

• Ask the question "So what?“ until you explore 
all possible conclusions from it
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Appreciation ExampleAppreciation Example
• You've just found out that your department'sYou ve just found out that your department s 
budget is going to be cut by 25 percent next 
year This is a huge cut and you want to makeyear. This is a huge cut, and you want to make 
sure that you've uncovered all the implications 
b f b i iblbefore you start to brainstorm possible 
solutions
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Appreciation ExampleAppreciation Example
• Statement: Our department's budget is going to be cut 25 percent starting January 1.
• So what?• So what?
• So the only way to accommodate that cut is to reduce our spending dramatically
• So what?
• So we're probably going to have to cut staff and we'll definitely have to cut spendingSo we re probably going to have to cut staff, and we ll definitely have to cut spending 

on supplies, research, and staff parties
• So what?
• So staff morale is probably going to drop, especially if I have to lay off members of p y g g p p y y

our team
• So what?
• So I'll need to come up with plenty of low‐cost ways to boost morale without 

spending moneyspending money
• So what?
• So I'll need to start thinking about this tomorrow, since the new budget will go into 

effect in two months, and I want to be able to manage the consequences when I leteffect in two months, and I want to be able to manage the consequences when I let 
the team know
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5 Whys?5 Whys?
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WorkshopWorkshop
• Your client, Hinson Corp., is unhappy?Your client, Hinson Corp., is unhappy?
• Do the root cause analysis using 5 whys
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Drill DownDrill Down
• Breaking complex problems down intoBreaking complex problems down into 
progressively smaller parts
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Drill DownDrill Down
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Cause and Effect DiagramCause and Effect Diagram
• Define the problem
• Identify the main contributing factors
• Identify the causes within each of these factorsy
• Drill down to isolate the root causes
• Analyze the problem in detaily p
• Identify possible solutions
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Cause and Effect DiagramCause and Effect Diagram
• Main Contributory FactorMain Contributory Factor

– People
Process– Process

– Organization
E i– Environment

– Equipment
– Measurement
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WorkshopWorkshop
• Using cause and effect diagram Help S & PUsing cause and effect diagram Help S & P 
Office Machines to find the root cause of their 
problemproblem
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Diagramming TechniquesDiagramming Techniques
• Cause and effect diagramsCause and effect diagrams
• System or process flow charts
• Influence diagrams 
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System or Process Flow ChartsSystem or Process Flow Charts
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Influence DiagramsInfluence Diagrams
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Influence DiagramsInfluence Diagrams
• Eat,Eat, 
• Gain weight
• Self esteem
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SWOT AnalysisSWOT Analysis
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WorkshopWorkshop
• SWOT analysis for “The Sweet Dreams Motel”SWOT analysis for  The Sweet Dreams Motel  
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Checklist AnalysisChecklist Analysis
• Explore “Risk Assessment Questionnaire”Explore  Risk Assessment Questionnaire
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Risk RegisterRisk Register
• Ultimately contains the outcomes of the otherUltimately contains the outcomes of the other 
risk management processes
Li f id ifi d i k• List of identified risks

• List of potential responsesp p
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Risk

Probab

Im
pact

Priorit y

Response
Strategy

bility

y

Lake of sponsorshipp p

Unclear Project 
Dependencies

U l Ali t fUnclear Alignment of 
vendor objectives 
with Program 
Objectives
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Risk Meta LanguageRisk Meta Language
• Distinguishing the risk from its cause (s) andDistinguishing the risk from its cause (s) and 
effect (s) 
D ibi h i k i h• Describing each risk using three‐part 
statements in the form: 

“As a result of (cause) , an (uncertain event) may 
occur which would lead to (effect on projectoccur, which would lead to (effect on project 
objectives)” 
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Risk Meta LanguageRisk Meta Language
• As a result of lose connection, a firemay occur, , f y ,
which would lead to a loss of 10,000$

• As a result of not being able to control the• As a result of not being able to control the 
availability of our project resources, we may 
have to develop the critical data interfaceshave to develop the critical data interfaces 
with less experienced staff, which would affect 
our ability to deliver the complete interfaceour ability to deliver the complete interface 
solution for the project 
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WorkshopWorkshop
• Identify your project risksIdentify your project risks
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WorkshopWorkshop
• Using the S/W tool List your project riskUsing the S/W tool List your project risk
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Model 04Model 04
Risk Analysisy
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What is Risk AnalysisWhat is Risk Analysis
• The process which answers the following 
questions:
– What can happen?
– What is the likelihood of occurrence?
– What are the consequences?
H t i i thi k l d ?– How certain is this knowledge?

– Risks are inherently uncertain
Risks tend to differ for individuals or areas– Risks tend to differ for individuals or areas

– Use qualitative or quantitative models to characterize 
the information
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Risk AnalysisRisk Analysis
• Can be performed qualitatively or quantitatively
• Qualitative risk analysis generally involves 
assessing a situation by instinct or “gut feel,” and 

h d b l k “ his characterized by statements like, “That seems 
too risky” or “We’ll probably get a good return on 
this”this

• Quantitative risk analysis attempts to assign 
numeric values to risks either by using empiricalnumeric values to risks, either by using empirical 
data or by quantifying qualitative assessments
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Building Risk Analysis CredibilityBuilding Risk Analysis Credibility
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QUALITATIVE RISK ANALYSIS
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Qualitative Risk AnalysisQualitative Risk Analysis
• The process of prioritizing risks for furtherThe process of prioritizing risks for further 
analysis or action by assessing and combining 
their probability of occurrence and impacttheir probability of occurrence and impact
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Qualitative Risk AnalysisQualitative Risk Analysis
• Subjective analysis of the risks identified in identify risks
• A rapid and cost‐effective means of establishing priorities 

for plan risk responses
• Lays the foundation for perform quantitative risk analysis if• Lays the foundation for perform quantitative risk analysis if 

required
• Qualitative risk analysis should be revisited during the 

’ fproject’s life cycle
• Reflect the organization’s sensitivity to particular impacts or 

the organization’s desire to avoid high‐impact threats orthe organization s desire to avoid high impact threats or 
exploit  high‐impact opportunities
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Critical Success Factors for the Perform 
Q li i Ri k A l i PQualitative Risk Analysis Process

• Collect high‐quality information about risksCollect high quality information about risks
• Use an agreed‐upon approach
• Use agreed‐upon definitions of risk terms
• Perform Iterative qualitative risk analysisPerform Iterative qualitative risk analysis
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Qualitative Risk Analysis Tools and TechniquesQ y q

1. Risk probability and impact assessment1. Risk probability and impact assessment
2. Probability and impact matrix
3. Risk data quality assessment
4 Risk categorization4. Risk categorization
5. Risk urgency assessment
6. Expert judgment

www.change‐ppi.com 140



Probability and Impact AssessmentProbability and Impact Assessment

• A qualitative risk assessment requires accurateA qualitative risk assessment requires accurate 
and unbiased data if it is to be credible
A li li bili d i i f• Accuracy, quality, reliability, and integrity of 
the data about the risk
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Probability and Impact MatrixProbability and Impact Matrix

Ri k S f S ifi Ri kRisk Score for a Specific Risk

Probability %

90
70
50
30
10

5 10 20 40 80

Impact on Objective %
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Probability and Impact MatrixProbability and Impact Matrix

Extreme Very high Moderate Low Negligible

Impact

Almost 
certain Severe Severe High Major Moderate

Likely Severe High Major Significant Moderate

Proba

Moderate High Major Significant Moderate Low
Unlikely Major Significant Moderate Low Very low

ability

Rare Significant Moderate Low Very low Very Low
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Risk Data Quality AssessmentRisk Data Quality Assessment
• A qualitative risk assessment requires accurateA qualitative risk assessment requires accurate 
and unbiased data if it is to be credible
A li li bili d i i f• Accuracy, quality, reliability, and integrity of 
the data about the risk
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Risk Urgency AssessmentRisk Urgency Assessment
• Risks requiring near‐term responsesRisks requiring near term responses
• Indicators of urgency can include time to 

ff i k d iaffect a risk response, symptoms and warning 
signs, and the risk rating

• Risk severity rating
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Risk Register UpdatesRisk Register Updates
• Relative ranking or priority list of project risksg p y p j
• Risks grouped by categories
• Causes of risk or project areas requiring particular• Causes of risk or project areas requiring particular 
attention

• List of risks requiring response in the near term• List of risks requiring response in the near‐term
• List of risks for additional analysis and response
• Watchlists of low‐priority risks
• Trends in qualitative risk analysis resultsq y
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Risk
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y
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10% 80%

Unclear Project 
Dependencies 30% 80%

U l Ali t fUnclear Alignment of 
vendor objectives 
with Program 
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50% 80%
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WorkshopWorkshop
• Analyze your risks using PI MatrixAnalyze your risks using PI Matrix
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WorkshopWorkshop
• Using the S/W toolUsing the S/W tool
• Perform qualitative risk analysis
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QUANTITATIVE RISK ANALYSIS
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Quantitative Risk AnalysisQuantitative Risk Analysis
• Quantitative Risk Analysis gives the projectQuantitative Risk Analysis gives the project 
manager ability to see how project schedule 
will be affected if certain risks are occurwill be affected if certain risks are occur

• As a result, project managers are able to 
mitigate risk factors and manage their projects 
better
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Quantitative Risk AnalysisQuantitative Risk Analysis
• The process of numerically analyzing theThe process of numerically analyzing the 
effect of identified risks on overall project 
objectivesobjectives
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Quantitative Risk AnalysisQuantitative Risk Analysis
• Provides a numerical estimate of the overall effect of risk on the 

objectives of the project based on current plans and informationobjectives of the project, based on current plans and information, 
when considering risks simultaneously

• Results from this type of analysis can be used to evaluate the 
likelihood of success in achieving project objectives and to calibratelikelihood of success in achieving project objectives and to calibrate 
contingency reserves, usually for time and cost that are appropriate 
to both the risks and the risk tolerance of project stakeholders
It i ll t d th t l i t i t i th j t• It is generally accepted that analyzing uncertainty in the project 
using quantitative techniques such as Monte Carlo simulation may 
provide more realism in the estimate of the overall project cost or 
schedule than the traditional approach which assumes that theschedule than the traditional approach which assumes that the 
activity durations or line‐item cost estimates are known with 
certainty
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Results of Quantitative AnalysisResults of Quantitative Analysis 
• What is the probability of meeting the project’s objectives?
• How much contingency reserve (e.g., reserves or buffers of 

scope, time, resources, and cost) is needed to provide the 
organization with the level of certainty it may require basedorganization with the level of certainty it may require based 
upon its risk tolerance?

• What are those parts of the project, such as line‐item costs 
or schedule activities which contribute the most risk whenor schedule activities, which contribute the most risk when 
all risks are considered simultaneously?

• Which individual risks contribute the most to overall 
project risk? 
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Structure of a Quantitative Risk 
lAnalysis
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Quantitative Risk Analysis Tools and TechniquesQ y q

1. Data gathering and representation1. Data gathering and representation 
techniques

2 Q i i i k l i d d li2. Quantitative risk analysis and modeling 
techniques

3. Expert judgment
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Data Gathering and Representation Techniquesg p q

• InterviewInterview
• Probability distribution
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InterviewingInterviewing
• Draw on experience and historical data to 
quantify the probability and impact of risks on 
project objectives
h f d d d d h• The information needed depends upon the type 
of probability distributions that will be used 
S l d di t ib ti th th• Some commonly used distribution use the three‐
point estimates
C id i i ht th li bilit d• Can provide insight on the reliability and 
credibility of the analysis
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Probability DistributionProbability Distribution
• Continuous probability distributions represent p y p
the uncertainty in values such as durations of 
schedule activities and costs of project sc edu e act t es a d costs o p oject
components

• Beta and triangular distributions are• Beta and triangular distributions are 
frequently used 
Oth l d di t ib ti i l d• Other commonly used distributions include 
the uniform, normal and lognormal 
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Normal DistributionNormal Distribution

About 68% of the (area under the curve/data) falls within 1 standard deviation of theAbout 68% of the (area under the curve/data) falls within 1 standard deviation of the 
mean
About 95% of the area under the curve falls within 2 standard deviations of the mean
About 99.7% of the area under the curve falls within 3 standard deviations of the mean
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Normal DistributionNormal Distribution
• Used in many natural processesy p
• Gaussian distribution
B ll h /• Bell shape/ curve

• Symmetric, area under the curve =1
• Specified by 2 parameter mean and standard 
deviation

• Empirical rules
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Beta DistributionBeta Distribution
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Triangular DistributionTriangular Distribution
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PERT ModelPERT Model
• Program Evaluation and Review Technique
• Three‐point estimation assumes that there is uncertainty 

on costs, efforts and duration. This uncertainty can not 
be handled by the traditional single estimation pointbe handled by the traditional single estimation point

• expected task duration is calculated as the weighted 
average of the most optimistic, the most pessimistic, g p , p ,
and the most likely time estimates

• The expected duration of any path on the precedence 
t k b f d b i th t dnetwork can be found by summing up the expected 

durations
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PERT ModelPERT Model
• Optimistic: 10 days
• Most likely:13 days
• Pessimistic: 25 days
• Pert (Opt + 4*ML + Pes) / 6
• Pert (10 + 4*13 + 25) / 6
• PERT weighted average ~ 15 days
• Three‐point estimations assumes a beta distributions
Th PERT 1 4 1 l d d f d ll d• The PERT 1‐4‐1 rule a standard from a document called 
the DOD‐NASA PERT‐Cost Guide of 1962
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PERT ModelPERT Model
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Three‐Point Estimating BenefitsThree Point Estimating Benefits
• Estimates are on average ~ 30% faster
• The manager knows for what degree of overruns should be 

prepared
• Repeating the estimates during the PLC for each activity• Repeating the estimates during the PLC for each activity, 

the uncertainties should naturally become smaller
• If this doesn't happen, this is a signal that the estimating 

fperson doesn't gain confidence, which is an alarm that 
something may be on the way to go wrong

• Use candle diagrams to visualize the development ofUse candle diagrams to visualize the development of 
uncertainties
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Candle DiagramsCandle Diagrams
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PERT LimitationsPERT Limitations
• The main problem is associated withThe main problem is associated with 
accurately estimating the optimistic, most 
likely and pessimistic durations of the tasklikely, and pessimistic durations of the task

• It gives accurate results only if there is a single 
dominant path through a precedence network
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When to Use PERTWhen to Use PERT
• If you have accurate estimations forIf you have accurate estimations for 
optimistic, most like and pessimistic durations 
based on reliable historical databased on reliable historical data

• If your project has a single dominant path 
through the network
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WorkshopWorkshop
• Using the S/W toolUsing the S/W tool
• Perform PERT analysis
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Quantitative Risk Analysis and Modeling TechniquesQ y g q

• Sensitivity analysisSensitivity analysis
• Expected monetary value analysis
• Modeling and simulation (performed using 
the Monte Carlo technique)q )
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Sensitivity AnalysisSensitivity Analysis
• To determine which risks have the mostTo determine which risks have the most 
potential impact on the project
T d di ( f l f i• Tornado diagram (useful for comparing 
relative importance and impact of variables 
that have a high degree of uncertainty to 
those that are more stable
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Tornado DiagramTornado Diagram
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Expected Monetary Value Analysis (EMV)Expected Monetary Value Analysis (EMV)

• A statistical concept that calculates the average 
outcome when the future includes scenarios that may 
or may not happen (analysis under uncertainty) 

• EMV of opportunities expressed as positive values
• EMV of risks will be negative
• EMV = value of possible outcome X probability of occurrence
• A common use of this type of analysis is in decision 

ltree analysis
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Decision Tree AnalysisDecision Tree Analysis
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Decision Tree AnalysisDecision Tree Analysis
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Monte Carlo AnalysisMonte Carlo Analysis
• Estimates are made of potential project p p j
schedule and cost outcomes listing the 
possible completion dates and costs with their poss b e co p et o dates a d costs t t e
associated confidence levels

• This output often expressed as a cumulative• This output often expressed as a cumulative 
distribution
C b d t it tifi ti f th• Can be used to permit quantification of the 
cost and time contingency reserves
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Sample Monte Carlo Simulation Results for 
P j S h d lProject Schedule
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Sample Monte Carlo Simulations Results for 
P j CProject Costs
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Monte Carlo SimulationsMonte Carlo Simulations
• Are a process that repeatedly sets values for each random variable 

by sampling from each variable’s statistical distributionby sampling from each variable s statistical distribution
• The variables can be task duration, cost, start and finish time, etc. 

They are used to calculate the critical path, slack values, etc
• Monte Carlo analysis is used to approximate the distribution of 

potential results based on probabilistic inputs 
• Monte Carlo simulations have been proven an effective 

methodology for the analysis of project schedule with uncertainties
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Risk Register UpdatesRisk Register Updates
• Probabilistic analysis of the projectProbabilistic analysis of the project
• Probability of achieving cost and time 

bj iobjectives
• Prioritized list of quantified risksq
• Trends in quantitative risk analysis results
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WorkshopWorkshop
• Using the S/W toolUsing the S/W tool
• Perform quantitative risk analysis

– Monte Carlo simulation
– Decision tree analysis
– Sensitivity analysis
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Model 05Model 05
Risk Response Planningp g
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Plan Risk ResponsesPlan Risk Responses
• The process of developing options and actionsThe process of developing options and actions 
to enhance opportunities and to reduce 
threats to project objectivesthreats to project objectives
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Risk Response OwnerRisk Response Owner
• Take responsibility for each agreed‐to andTake responsibility for each agreed to and 
funded risk response
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Plan Risk ResponsesPlan Risk Responses
• It is never feasible or even desirable toIt is never feasible or even desirable to 
eliminate all threats from a project
Si il l h i l li i h• Similarly, there is also a limit to the extent to 
which opportunities can be proactively 
managed.

www.change‐ppi.com 187



Planned Risk ResponsesPlanned Risk Responses
• Appropriate to the significance of the riskAppropriate to the significance of the risk
• Cost effective in meeting the challenge 
• Realistic within the project context
• Agreed upon by all parties involvedAgreed upon by all parties involved
• Timely
• Owned by a responsible person
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Critical Success Factors for the Plan Risk 
R PResponses Process

• CommunicateCommunicate
• Clearly Define Risk‐Related Roles and 
ResponsibilitiesResponsibilities

• Specify Timing of Risk Responses
• Provide Resources, Budget, and Schedule for 
Responsesp

• Address the Interaction of Risks and Responses

www.change‐ppi.com 189



Critical Success Factors for the Plan 
kRisk Responses Process

• Ensure Appropriate, Timely, Effective, andEnsure Appropriate, Timely, Effective, and 
Agreed‐Upon Responses
Add B h Th d O i i• Address Both Threats and Opportunities

• Develop Strategies before Tactical Responsesp g p
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Main Considerations for Risk Response 
Pl iPlanning
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The Steps 
Involved in 
Planning Risk 
Responses
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Strategies for Negative Risks or ThreatsStrategies for Negative Risks or Threats

• AvoidAvoid
• Transfer
• Mitigate
• AcceptAccept
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AvoidAvoid
• Changing the project management plan to 
eliminate the threat entirely

• Isolate the project objectives from the risk’s 
h h b himpact, or change the objective that is in 

jeopardy
E l ( t di th h d l d i• Examples (extending the schedule, reducing 
scope, clarifying requirements, obtaining 
information improving communication orinformation, improving communication, or 
acquiring expertise)
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AvoidAvoid• Replace recourses
• Changing the project 
management plan

• Extending the scheduleExtending the schedule
• Reducing scope
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TransferTransfer
• Shifting some or all of the negative impact of aShifting some or all of the negative impact of a 
threat, along with ownership of the response, 
to a third partyto a third party

• Examples (financial risk exposure, payment of 
a risk premium, insurance, performance 
bonds, warranties, guarantees, contracts) , , g , )
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TransferTransfer• Insurance
• Contracts
• Performance bonds
• Warranties• Warranties
• Guarantees
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MitigateMitigate
• Reduction in the probability and/or impact ofReduction in the probability and/or impact of 
an adverse risk event to be within acceptable 
threshold limitsthreshold limits

• Examples (Adopting less complex processes, 
conducting more tests, or choosing a more 
stable supplier)pp )
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MitigateMitigate• Training
• More test
• Clarifying requirements
• Obtaining information• Obtaining information
• Improving 
comm nicationcommunication

• Acquiring expertise
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AcceptAccept
• Adopted because it is seldom possible toAdopted because it is seldom possible to 
eliminate all threat from a project
C b i h i ( i )• Can be either passive (no action) or

• Active (establish a contingency reserve, ( g y ,
including amounts of time, money, or 
resources)resources)
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AcceptAccept• Passive (No action, the 
project team will deal 
with the threats or 
opportunities as  they 
occur)

• Active (establish a 
contingency reserve 
(time, money, or 
resources)) 
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Strategies for Positive Risks or Opportunitiesg pp

• ExploitExploit
• Share
• Enhance
• AcceptAccept
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ExploitExploit
• To ensure that the opportunity is realizedTo ensure that the opportunity is realized
• Ensuring the opportunity definitely happens
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ShareShare
• Allocating some or all of the ownership of theAllocating some or all of the ownership of the 
opportunity to a third party who is best able 
to capture the opportunity for the benefit ofto capture the opportunity for the benefit of 
the project
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EnhanceEnhance
• To increase the probability and/or the positiveTo increase the probability and/or the positive 
impacts of an opportunity
Id if i d i i i k d i f• Identifying and maximizing key drivers of 
these positive‐impact risks may increase the 
probability of their occurrence
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AcceptAccept
• Is being willing to take advantage of it if itIs being willing to take advantage of it if it 
comes along but not actively pursuing it
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Fallback PlanFallback Plan
• Plan BPlan B
• Use as a reaction to a risk that has occurred, 

d h i band the primary response proves to be 
inadequate
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Fallback PlanFallback Plan
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Residual RisksResidual Risks
• Risks that are expected to remain afterRisks that are expected to remain after 
planned responses have been taken, as well as 
those that have been deliberately acceptedthose that have been deliberately accepted
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Secondary RiskSecondary Risk
• Side effectSide effect
• Risk that  arise  as  a  direct  outcome  of  
i l i i kimplementing  a  risk response
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Risk Register UpdatesRisk Register Updates
• Identified risks
• Risk owners and assigned responsibilitiesRisk owners and assigned responsibilities
• Outputs from the Perform Qualitative Analysis process 
• Agreed‐upon response strategies
• Specific actions to implement the chosen response strategy• Specific actions to implement the chosen response strategy
• Triggers, symptoms and warning signs of risks’ occurrence
• Budget and schedule activities required to implement the chosen 

responsesresponses
• Contingency plans and triggers that call for their execution
• Fallback plans 

R id l i k• Residual risks
• Secondary risks
• Contingency reserves 
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Risk RegisterRisk Register
Description

Pro

Im
p

Sev Response

bability

pact

verity

Lake of sponsorship 10% 80% Mitigation, Continuous management 
support and commitment

Unclear Project Dependencies 30% 80% Mitigation,  Accurate planning 

Unclear Alignment of vendor 
objectives with Program 
Objectives

50% 80% Mitigation,  Clear objectives 
documentation and verification
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WorkshopWorkshop
• Plan your response strategyPlan your response strategy
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Model 06Model 06
Monitor and Control Project Riskj
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Monitor and Control RisksMonitor and Control Risks
• The process of implementing risk responseThe process of implementing risk response 
plans, tracking identified risks, monitoring 
residual risks identifying new risks andresidual risks, identifying new risks, and 
evaluating risk process effectiveness 
h h h jthroughout the project
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Risk TriggerRisk Trigger
• An indication that a risk has occurred or isAn indication that a risk has occurred or is 
about to occur
Ri k i i• Risk symptoms or warning signs

• Triggers may be discovered in the risk gg y
identification process and watched in the risk 
monitoring and control processmonitoring and control process
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Purpose of Monitor & Control RisksPurpose of Monitor & Control Risks

• Project assumptions are still validj p
• Analysis shows an assessed risk has changed 
or can be retiredor can be retired

• Risk management policies and procedures are 
b i f ll dbeing followed

• Contingency reserves of cost or schedule 
should be modified in alignment with the 
current risks assessment
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Critical Success Factors for the Monitor and 
C l Ri k PControl Risks Process

• Integrate Risk Monitoring and Control withIntegrate Risk Monitoring and Control with 
Project Monitoring and Control
C i l M i Ri k T i C di i• Continuously Monitor Risk Trigger Conditions

• Maintain Risk Awareness
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Risk ReassessmentRisk Reassessment
• Identification of new risksIdentification of new risks
• Reassessment of current risks
• Closing of outdated risks
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Typical Reasons for Risk ReassessmentTypical Reasons for Risk Reassessment

• Occurrence of a major unexpected riskOccurrence of a major unexpected risk
• Need to analyze a complex change request
• Phase end review
• Periodic review to ensure that the informationPeriodic review to ensure that the information 
remains current
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Risks AuditsRisks Audits
• Examine and document the effectiveness ofExamine and document the effectiveness of 
risk responses
E i d d h ff i f• Examine and document the effectiveness of 
the risk management process
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Reserve AnalysisReserve Analysis
• Compares the amount of the contingencyCompares the amount of the contingency 
reserves remaining to the amount of risk 
remaining at any time in the project in orderremaining at any time in the project in order 
to determine if the remaining reserve is 
dadequate
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Schematic Representation of the Monitor and 
C l Ri k PControl Risk Process
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Risk Register UpdatesRisk Register Updates
• Outcomes of risk reassessment, risk audits,Outcomes of risk reassessment, risk audits, 
periodic risk reviews, identification of new 
risks update risk register elements andrisks, update risk register elements, and 
closing risk

• Actual outcomes of the project’s risks and of 
the risk responsesp
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Workaround planWorkaround plan
• Responses that were not initially planned butResponses that were not initially planned but 
are required to deal with emerging risks that 
were previously unidentified or acceptedwere previously unidentified or accepted 
passively
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Risk Management Maturity LevelRisk Management Maturity Level
1. Risk management mandated by Board/senior management.
2 Established risk management organization2. Established risk management organization.
3. Risk management policy.
4. Risk management process.
5 Definedmethod for embedding risk management5. Defined method for embedding risk management.
6. Explicit reporting requirements.
7. Type of risk management tools used.
8. Risk management information captured in a consistent way.8. Risk management information captured in a consistent way.
9. Frequency of risk management carried out.
10. Organizational activities that include risk management.
11. Risk management being used to support opportunity seeking behaviour.g g pp pp y g
12. Risk management increased Board confidence in pursuing new 

opportunities.
13. Process of continual improvement.
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Key Success FactorsKey Success Factors
• Full support from the Board, Investment Panel, 
CEO and Management.

• Committed Risk Champions. 
• Competence and committed consultant.
• Effective Project Management. j g
• Risk Awareness Training and Facilitation 
Workshops.

• Computerised System.
• Organisation cultureg
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Model 07Model 07
Recapep
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Critical Success Factors for Project Risk 
M tManagement

• Project Risk Management must be recognized as a valuable discipline, which 
provides a positive return on investment by organizational management projectprovides a positive return on investment by organizational management, project 
stakeholders, project management, and team members

• All parties must be committed, up to the highest level of management, to the 
principles of Project Risk Management

• Project participants and stakeholders must all accept responsibility for undertaking 
risk‐related activities as required. Risk management is everybody’s responsibility

• There must be open communication among project participants concerning 
project risk. Any actions or attitudes that hinder communication about project riskproject risk. Any actions or attitudes that hinder communication about project risk 
reduce the effectiveness of Project Risk Management

• Risk management does not exist in a vacuum, isolated from other project 
management processes. Successful risk management requires the correct 
execution of the other project management processesexecution of the other project management processes

• Risk management activities should be consistent with the value of the project to 
the organization and with its level of project risk, its scale, and other organizational 
constraints
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Project Risk PerceptionsProject Risk Perceptions
• My project wont hurt anybodyMy project wont hurt anybody
• Our company has “kill the messenger” 

dsyndrome
• Firefighting is rewarded and tangibleg g g
• Failure is not an option so why focus on risk
• Nothing happened before so why bother?
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Risk Management ObstaclesRisk Management Obstacles
• PM does not have the right tools and techniques
• PM attempt to build a risk plan on his own (limited 
buy‐in and limited scope)
L k f t t d it t• Lack of management support and commitments

• Prepare a risk plan with insufficient project knowledge
• Risk management is not an integral part of the• Risk management is not an integral part of the 
organization’s project methodology

• Too little time is invested in identifying and managingToo little time is invested in identifying and managing 
risks

• Too few risks are identified (10 to 20)

www.change‐ppi.com 234



Challenges in Implementing Risk 
MManagement

1. Risk manager has limited, ambiguous, or no mandate
2 No risk management orientation awareness program for senior2. No risk management orientation, awareness program for senior 

management, executive and staff
3. No uniform approach to risk management and reporting to ensure 

adoption of best practices
4. No readily available formal risk management training and tools
5. No buy‐in from middle, junior managers and staff
6. No regular assessment of risk management training needs

d d d d f dd i b i k7. No standard process and procedure for addressing concerns about risk 
management tools or practices

8. Inadequate budget for embedding and executing risk management
9 No corporate process for identifying good practices or documenting them9. No corporate process for identifying good practices or documenting them
10. No sharing of good practices across the organization on a regular basis
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Case StudiesCase Studies
1. Governance and risk management in1. Governance and risk management in 

manufacturing
2 Ri k i i j2. Risks in construction projects
3. Ford Motor – Global Mindset and Risk 

Assessment
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Model 08Model 08
PMI‐RMP Exam Preparationp
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RMP DomainsRMP Domains
• Risk CommunicationRisk Communication
• Risk Analysis
• Risk Response Planning
• Risk GovernanceRisk Governance
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Risk Communication TasksRisk Communication Tasks
1. Lead the risk management function by applying interpersonal 

skills to heighten awareness of the value of risk managementskills to heighten awareness of the value of risk management
2. Gather relevant information using human and automated sources 

in order to assess and communicate the sensitivity of the 
stakeholder to riskstakeholder to risk

3. Document risk‐related information using standard tools and 
techniques in order to establish and maintain a common 

d t di f th i kunderstanding of the risks
4. Create regular status reports using performance metrics as 

specified in the risk management plan in order to update the 
t k h ldstakeholders
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Risk Analysis TasksRisk Analysis Tasks
1. Identify all relevant risks (positive and negative) using human and 

automated sources in order to scope the potential impact(s) ofautomated sources in order to scope the potential impact(s) of 
these risks

2. Evaluate the attributes of the identified risks using qualitative and 
quantitative tools and techniques in order to establish a uniformquantitative tools and techniques in order to establish a uniform 
context for the risk response process

3. Prioritize the evaluated risks based on collected stakeholder 
iti it i d t f ilit t d i i d tisensitivity in order to facilitate decision and action

4. Establish control limits by completing a risk tolerance assessment 
in order to influence risk response and monitor trends
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Risk Response Planning TasksRisk Response Planning Tasks
1. Develop a risk (positive and negative) response 

f h li d i f i h dstrategy from the policy and information gathered 
during risk analysis in order to ensure timely and 
defined action when requireddefined action when required

2. Develop a contingency approach using the response 
strategy and relevant scenarios in order to prepare for 
the occurrence of anticipated risks and unanticipated 
events

3 Present recommendations to key stakeholders based3. Present recommendations to key stakeholders based 
on risk response values and other influences in order 
to obtain authorization for response plan execution
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Risk Governance TasksRisk Governance Tasks
1. Capture lessons learned by formal and informal means in order to incorporate 

them into future risk planningthem into future risk planning
2. Refine risk policies and practices using lessons learned in order to improve risk 

management effectiveness
3. Create the risk management plan using relevant policies and standards in order 

to direct risk management activities
4. Establish metrics for risk management processes by defining baselines in order 

to evaluate performance
5 Examine process performance using established metrics and standard tools in5. Examine process performance using established metrics and standard tools in 

order to drive risk process improvements
6. Monitor risk performance using the risk response plan in order to initiate 

corrective actions
7. Identify relevant policies and standards using internal and external sources in 

order to integrate the applicable elements into the risk management plan
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DemoDemo
• How to fill the exam applicationHow to fill the exam application
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PMI‐RMP Exam Registration ProcessPMI RMP Exam Registration Process

1. Application approval1. Application approval
2. Submit exam payment
3. Audit process
4 Selecting the exam date4. Selecting the exam date
5. Sitting for the exam 
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Exam PreparationExam Preparation
• Study Plany
• Study materials

PMBOK® Guide– PMBOK® Guide
– Practice Standard for Project Risk Management, 
2nd edition2nd edition

– Exam preparation books
E i l i i– Exam simulation engines

– Mock exams
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The Exam DayThe Exam Day
• Before the exam dayBefore the exam day
• What to bring with you
• Acceptable identification documents
• During the examDuring the exam
• After the exam
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