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Topics to Cover in Week 1

» Project Meaning

= Definition of risk.

= Risks vs. problems.

= Risk triggers.

= Risk management: what & how 7777
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project: is a temporary endeavor undertaken to create a unique product, service, or result.

Project characteristic:
»  Projects are temporary.

Has definite beginning and end, the end is reached when the project’s objective have been
achieved.

»  Projects are unique.
Every project creates a unique product, service, or results.
»  Progressively elaborated.

Progressively: proceeding in steps.
Elaborated: worked with care and detail.
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Meaning of " Project *

dThe temporary nature of projects indicates that a project
has a definite beginning and end.

dTemporary does not necessarily mean a project has a short
duration. &

 The end of the project is reached when one or more of the n

following is true:
> The project’s objectives have been achieved,
> The objectives will not or cannot be met;
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Project Ending

> Funding Is exhausted or no longer available for allocation to
the project;

> The need for the project no longer exists (e.g., the customer
no longer wants the project completed, a change

>Iin strategy or priority ends the project, the organizational
management provides direction to end the project);

> The human or physical resources are no longer available; or

> The project is terminated for legal cause or convenience.
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Meaning of " RISK *

* When the word “risk” iIs mentioned, most people
tend to think of negative consequences.

= Avrisk is a possible/potential event.

= An example is fluctuations in exchange rate.




* Any possible/potential event could have either: ‘9“ ﬁ
Positive consequence (opportunity)
Negative consequence (threats)

«  Typically, we get more concerned about threats than opportunities.

<]

531 pr00)l daoly
EVERYONE S SMART UNIVERSITY




* Risks aren’t problems/Issues.

* Problems/Issues are negative events that are in the

process of occurring right now.

» Risks are potential/possible event that can materialize

and then become problems.
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Lecture 1

‘Effect of uncertainty on objectives’ - " cIdd e il putc b
ISO 3100:2009 Risk Management — Principles and Guidelines

NOTE 1- An effect is a deviation from the expected - positive and/or negative
da>Mall] - LagdS 9l Waw 91 L] Lo) aBgiall oy i)l g2 5!

NOTE2 - Objectives can have different aspects (such as financial, health and safety, and environmental
goals) and can apply at different levels (such as strategic, organization-wide, project, product and
process).
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Definitions of ‘Risk’

NOTE3 -  Riskis often characterized by reference to potential events and consequences, or a combination of these.
AasMalI3 - lgro e 9 ¢ Aatizeadl CBlgally IusYI ] £520b 0L (10 IS (3 sbleell Caivais,
NOTE4 -  Risk is often expressed in terms of a combination of the consequences of an event (including change in

circumstances) and the associated likelihood of occurrence.
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NOTE5-  Uncertainty is the state, even partial, of deficiency of information related to, understanding or knowledge
of, an event, its consequence or likelihood.
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‘Uncertainty of outcome, whether positive opportunity or negative threat, of actions and
events. It is the combination of likelihood and impact, including perceived importance.’
" dolmy) ZIlG ¢ slgu Jw)//j/u/.b)//idwuouw‘f/,auw(u@j) W@Lujl(.uulgj) ¢. O clly
Al oY v s fo 085 9 8)gat)| deadd drdgiall daid]
UK HM Treasury, The Orange Book, 2004

‘The likelihood, measured by its probability, that a particular event will occur.’

"o uubf}é'j dlaizb wldi ¢ x>y,
UK HM Treasury, The Green Book, July 2011
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Lecture 1

‘A IS the potential for harm arising from an intrinsic property or
disposition of something to cause detriment.’
" sl Gy b 9‘”56'0‘"; d}a‘d/;i%ﬂ}? dyo B 3 @il ) o S9u> Jloi>] 90

IS the chance, high or low, that somebody or something could be harmed

by these and other hazards, together with an indication of how serious the

harm could be.’
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Risk Triggers

= Risk triggers are “signs” that a risk event is
about to occur.

» Arisk trigger signals that something more
relevant to the project is on the horizon.




= What risks did you face today as you
traveled to the workshop?

= What was the risk?

= How did you manage the risk?
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Bossl!!

There iIs a strange
sound coming from
the excavation...??!!
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Example
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You will be surprised by the Threats

surrounding you and will miss

Opportunities, as well!
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Why does Risk Management
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Why does Risk Management

» Good risk management can save time, improve quality, and
reduce the costs of achieving an agreed outcome.

» Effective risk management can be a significant contributor
to project success.
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Why does Risk Management

= Analysis of common causes of project failure by the UK’s National Audit Office (NAO)
highlighted the following:

 Importance of starting well
 Residual uncertainty related to following aspects can put project at risk:
- Size
- Timescale
- Ambition / scope
- Complexity.
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Benefits of Risk Management

‘HARD’ (tangible)

» Enables better informed and more believable plans, schedules and budgets

* Increases the likelihood of a project adhering to its schedules and budgets

 Leads to the use of the most suitable type of contract

» Allows a more meaningful assessment of contingencies

 Contributes to the build-up of statistical information to assist in better management of future projects
» Enables a more objective comparison of alternatives

« Identifies, and allocates responsibility to, the best risk owner
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Benefits of Risk Management

‘SOFT’ (intangible)

» Improves corporate experience and general, communication

 Leads to a common understanding and improved team spirit

» Helps distinguish between good luck / good management and bad luck / bad management

» Helps develop the ability of staff to assess risks
* Focuses project management attention on the real and most important issues.
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Acts of God
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