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Project:

Risk Identification and Analysis (Based on the project you chose in APM)

The objective of this report is to identify project risks, prepare a risk probability matrix,
and carry out an analysis of selected risks. Referring to the project you select in Advanced
projects management APM course, your task is to prepare a risk management plan that
identifies potential risks in the selected stage of the project and identify risk management
strategies.

From the course content and readings, you know that the overall purpose of risk planning
is to anticipate possible risk events and be ready to take appropriate action when risk
events occur—to eliminate or reduce negative impacts on the project.

You may wish to begin this exercise with a brainstorming about potential risks to get
candidate risks “on the table” for consideration. And then identify and refine that wording
for risks that have some realistic chance of occurring in this stage. For example, potential
weather problems present a real obstacle to completing field data collection by the
planned completion date. It is also an issue that the project manager will ultimately have
to plan for, as opposed to other issues such as a major disaster (e.g., your office burning
down), is not a high-enough probability event that requires much time in planning. As
described below, you will select several of the identified risks and carry out a risk analysis.

You will use the distilled list of risks to make a risk probability/impact matrix. The matrix
will have at least three categories (high/medium/low) for probability and impact.

Remember that it is important to name risks effectively—use words that describe the risk
event and point to the impact on the project (e.g., “injury of field technician disrupts data
installation work”).

After completion of the risk matrix, document a risk analysis for the selected risks. This
detailed documentation for that selected risk will include:

o adescription of the risk and potential impacts (schedule, quality of work, cost, etc.) on
the project.

o indicators or triggers that would be monitored to help identify the risk as early as
possible.

o specific risk response strategies to take.

Using probability and impact matrix calculate the Expected Monetary Value (EMV) for all
risks that have the impact in terms of cost $3$.

Best of luck...
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Construction Project Risk

Introduction

Construction projects must be carried out in complex, dynamic environments often
characterized by uncertainty and risk. The literature contains ample evidence that many
construction projects fail to achieve their time, budget and quality, Mulholland and Christian
(1999)). Ineffective planning and scheduling has been recognized as a major cause of project
delay (Assaf and Al-Hejji (2006), Mulholland and Christian (1999). A study by Maes et al. (2006)
revealed that inferior planning was the third major cause of company bankruptcies in the Saudi

construction industry.

The objective of this project is to description of an integrated risk management methodology
and proactive / reactive scheduling for a construction project. Risk management in the
construction industry has mostly been used for measuring of potential risks on global project
parameters such as time and costs. The literature provides both fuzzy approaches and mixed
quantitative/qualitative assessment and risk response methods, Choi et al. (2004), Warszawski
and Sacks (2004)). Many of the proposed methods, however, suffer from practical
implementation failures because project teams generally are too preoccupied with solving
current problems involved with getting work done and therefore have insufficient time to think

about, much less carry out, a formal risk assessment program (Oglesby et al. (1989)

Literature Review
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The risk is attached to human life and is present in all human attempts. Nevertheless, the
complexity of the work involved in construction activities makes the latter more predisposed to
risk [8]. The part of the risk involvedin construction is also more different and varies in degree
owing to this complexity [9]. Several researchers have tried to define risk in various ways;
generally, these definitions were tailored to the objectives of the projects they were dealing
with at a particular time. Nonetheless, the definition of risk is highly dependent on the
importance placed on applied management in an establishment [10]. Risk describes a situation
where former documentation and experience exist upon which measures are taken by
obtaining a possible result. The sub-categories of human risks associated with construction
projects include technical, political, social, economic, legal, financial, health, managerial and

cultural risks.grouped risk into ten categories, namely:
» Design:

Defective design, inaccurate quantities, not coordinated design, rush design, awarding the
design to unqualified designers,lack of consistency between bill of quantities, drawings and

specifications
» Physical:

Occurrence of accidents, because of poor safety procedures, supplies of defective materials,

security of material and equipment, public security, varied labor and equipment productivity
» Logistics:

Improper site investigation, inaccurate project program, unavailable labor, materials and
equipment, high competition in bids, undefined scope of working, poor communications

between the home and field offices (contractor side)
» Legal:

Ambiguity of work legislations, difficulty to get permits delayed disputes resolutions, legal
disputes during the construction phase among the parties to the contract, no specialized

arbitrators to help settle fast



» Environmental:

Adverse weather conditions, difficulty to access the site (very far), environmental factors

(floods, earthquakes, etc.)
» Construction:
Gaps between the implementation and the specifications due to a

misunderstanding of drawings and specifications, actual quantities differ from the contract
guantities, design changes, lower work quality in the presence of time constraints, rush bidding,

undocumented change orders.
» Management:

Poor communication between involved parties, ambiguous planning due to project complexity,

changes in management

ways information unavailability (include uncertainty), resource management
» Cultural:

Religion, cultural custom
» Financial:

Delayed payments on contract, unmanaged cash flow, inflation, financial failure of the
contractor, exchange rate fluctuation, monopolizing of materials due to closure and other

unexpected political conditions
» Political:

New governmental acts or legislations, inflation, unstable security circumstances (invasions).

Methodology



In this study we use the identified research questions as per the lecture review to gather the

data also from a small group of construction contractor and construction consulting to verify

description of the risk and potential impacts, specific risk response strategies to take and

Expected Monetary Value (EMV).

Risk impact:

e High — Catastrophic (Rating A —100)

e Medium — Critical (Rating B — 50)

e Low — Marginal (Rating C—10)

Results and Discussion

It identifies the timeframe for this risk to affect it. The following is classified as one:

Timeframe Description
Near Now - until one month
Mid next 2-6 months
Far >6 months
Impact-Probability Matrix:
Impact Probability
High Medium high Medium low Low
80% <x<100% |60%=<x<80% | 30% <x<60% 0% < x < 30%
A = High | (Exposure - Very | (Exposure - (Exposure - Very (Exposure - Very
High) Very High) High) (Score 60) High) (Score 30)
(Score 100) (Score 80)
B= (Exposure - (Exposure - (Exposure - (Exposure -
Medium High) High) High) High)
(Score 50) (Score 40) (Score 30) (Score 15)
C=Low | (Exposure - (Exposure - (Exposure - (Exposure -
Low) Low) Low) Low)




(Score 10) (Score 8) (Score 6) (Score 3)

Risk classification:

Risk event Probability Impact rating Score

Changes require additional | 30% C 30

resources or different

resources than predicted

causing resourcing

conflicts/delays.

contractual disputes 50% B

between client and 60

contractor or contractor

and subcontractor.

Multiple Change requests 90% A 100

are needed due to

unexpected site conditions.

Total 190
EVM calculation:

Risk Risk Probability Cost Impact (IC) Risk Contingency

(P) (P*IC)
A 0.3 10000 3000
B 0.5 15000
7500
C 0.9 30000 27000

The following objectives are addressed in the risk response plans:

1. ’Selling’ the risk to a third party, e.g. by outsourcing an activity or activity group.

2. Taking actions to reduce the severity of the risk, e.g. by switching to a different activity

execution mode, adding additional workforce, ...




3. Performing an alternative approach which does not contain the risk.

Discussion:

The application of the framework can derive a number of advantages. It contributes from a

decision-making point of view to improved project understanding, thereupon improving control
over resources, supporting the development and implementation of surveillance strategies and
stimulating the better use of ways of identifying and assessing risk with an inherently beneficial

effect on contingencies evaluation.
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