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Presenter
Presentation Notes
Welcome!   Good Day (morning/afternoon)



There are probably varying degrees of experience with Risk Management in the room.  It is my hope that we can reinforce the fundamentals, share some tools and learn from one another’s experiences.  



Each of you should be at the Risk Management Section in your participant book.



Each of you should have some material that includes a sketch of the Risk Management Process

Several Risk Management Plan Spreadsheets

A Precision Measuring Device
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Project Managers are busy!

Why should we spend time 
on risk management?

ALL PROJECTS 
should have some 
documented risk 

management activity

Presenter
Presentation Notes
Share your thoughts…..

Is it important for us to perform risk management activities for all projects?

What about a $2 million paver?

What about a job like the $1.7 million Skobob Creek (culvert replacement project)?

What about a $10 million interchange? Or a $4 billion dollar tunnel?



While most projects will not require a formal risk assessment workshop – risk management is standard best practice and is a required component of the Project Management Plan here at WSDOT.  Risk management is part of our culture and is an integral part of the project management process



Risk management is scalable and should be commensurate the size and complexity of the project

Risk Management is Essential



All projects should have some documented risk management activity 
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Risk Management

Identify and Analyze

Respond, Monitor and Control
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Response
(pro-active)

Risk Management 
Planning

Risk Monitoring 
and Control

Project Risk 
Management
(PMI/PMBOK)

Analyisis

Identify

Risk Identification

Qualitative Risk 
Analysis

Quantitative Risk 
Analysis

WSDOT
Risk

Based
Estimating

CRA
and

CEVP
Workshops

Self-Modelling
Risk Matrix

The thinking and planning have been accomplished.

It is now time to act.

ACTION POINTS FOR SIGNIFICANT RISKS
1. DECIDE on your response:

Avoid
Transfer
Mitigate
Accept

2. DETERMINE cost of your response and record it in your Risk Management Plan, 
carry out the response you have decided on.

3. REVIEW and document status of risk at your regularly scheduled meetings.

Reporting on status of risk management should be an element of the standard 
scope, schedule and budget reporting expected for the project.

Modeling results.

Ranked Risk Register 
with significant risks 
identified.

Possible response 
strategies.

Putting it to work in the real world
For

Real results that you can see and measure.

Response
(reactive)

Risk Response Planning

WSDOT Project Risk Management

Analyisis

Identify

Risk Identification

Qualitative Risk 
Analysis

Quantitative Risk 
Analysis

Presenter
Presentation Notes
The Risk Management Process… this should probably also include a loop back to identify and analyze after monitor and control since the risk profile of a project will change over time.
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Analysis

Identify

Risk Identification

Qualitative Risk 
Analysis

Quantitative Risk 
Analysis

Analysis

Identify

Risk Identification

Qualitative Risk 
Analysis

Quantitative Risk 
Analysis

Presenter
Presentation Notes
Establish the context for your project (What is the Project Intent? What are the objectives? What are the criteria?  Who are the Stakeholders?)



IDENTIFY the Risks – What might happen?  How can it happen?



ANALYZE the Risks – How might the risks affect the project?



Evaluate the risks and determine the most important risks to manage in order to maintain your project development and objectives.  
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Presenter
Presentation Notes
Treat the risks…..



RESPOND – What are you going to do about the risks?



MONITOR & CONTROL – How will you keep them under control?



Communicate and consult – Who should be involved in the process?



PM Academy

Uncertainty

All measurements have uncertainty

All estimates are uncertain

UNCERTAINTY - The lack of knowledge of the 
outcome for a particular element or value

Presenter
Presentation Notes
We assert as fact that every measurement comes with uncertainty.  Consider a typical road construction project – how certain are you of the depth of base  course and surfacing?  How certain are you of uniform compaction throughout the project?



Lets begin by understanding the notion of uncertainty.  You can perform an easy task to illustrate uncertainty in measuring and estimating right now at your desk.  Using the Precision Measuring Device provided please measure the length small thin line segment on PPT Slide 2 in this section.  (DO NOT MEASURE THE LONG THICK LINE)  Instead ESTIMATE the length of the longer thicker line segment.



How certain can we be about the miles of striping used, the hours of excavation, the tons of material?  What about production rates?  How experienced is the crew?  What is the age and condition of the equipment being used?  All of these contribute to the uncertainty (variability) present in all measurements and estimates.  



When we examine unit bid histories they reflect the quantities and prices that were actually measured… we use those in an attempt to produce reasonable estimates for future construction.  Obviously if measurements are uncertain –so our estimates and forecasts about the future based on uncertain measurements. 



Is this cause for concern? – no, it is a fact of life.  So we absorb the fact and use it prudently as we develop our project management plans and prepare for dealing with risk and uncertainty on our projects.  Where we can we take action to avoid, transfer or mitigate the risk.  In some cases we accept the risk however we have the benefit of knowing, at least to a degree, what it is we are accepting.



UNCERTAINTY - The lack of knowledge of the outcome for a particular element or value.  Risk management provides an opportunity for consideration of uncertainty and risk our projects –it allows us –demands of us in fact – that we are open and candid about what we know and about what we do not know regarding our projects – and the estimates we produce for them.  
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Risk

Combination of the probability of an 
uncertain event and its consequences

A positive consequence presents an 
opportunity; a negative consequence 
poses a threat

Presenter
Presentation Notes
RISK - The combination of the probability of an uncertain event and its consequences.   A positive consequence presents an opportunity; a negative consequence poses a threat.

Exposure to the consequences of uncertainty.  In a project context, it is the chance of something happening that will have an impact upon objectives.  It includes the possibility of loss or gain, or variation from a desired or planned outcome, as a consequence of uncertainty associated with following a particular course of action.  Risk thus has two elements:  the likelihood or probability of something happening; and the consequences or impacts if it does.

Source:  “Project Risk Management Guidelines”, 2005 by Cooper, Grey, Raymond, Walker

Project risk - the exposure of stakeholders to the consequences of variations in outcome.  The overall risk affecting the whole project, defined by components associate with risk events, other sources of uncertainty and associated dependencies, to be managed at the strategic level.  

SOURCE: Project Risk Analysis and Management Guide, 2004 APM Publishing 



People often regard risk as synonymous with a negative impact on a project schedule or cost.  Risk is not just negative impacts, risk can open avenues of opportunity, improvement and new thinking.  
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Risk
Exposure to the consequences of uncertainty… 
the chance of something happening that will 
have an impact upon objectives.  It includes 
the possibility of loss or gain, or variation from 
a desired or planned outcome, as a 
consequence of uncertainty associated with 
following a particular course of action.  Risk 
thus has two elements:  the likelihood or 
probability of something happening; and the 
consequences or impacts if it does.

Source:  “Project Risk Management Guidelines”, 2005, 
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Project Risk

Exposure of stakeholders to the 
consequences of variations in outcome.  
The overall risk affecting the whole project, 
defined by components associated with risk 
events, and other sources of uncertainty to to 
be managedbe managed at the strategic level.  

Source: Project Risk Analysis and Management Guide, 
2004 APM Publishing
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People often regard risk as synonymous with a negative impact on a project schedule or cost.  Risk is not just negative impacts, risk can open avenues of opportunity, improvement and new thinking.  
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Risk

Threat                 or                Opportunity

Presenter
Presentation Notes
People often regard risk as synonymous with a negative impact on a project schedule or cost.  Risk is not just negative impacts, risk can open avenues of opportunity, improvement and new thinking.  
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We do not work in an 
environment of absolute 

certainty
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Risk Tolerance?

Is WSDOT Risk Averse?

How would you know?
What criteria would you consider?
Is it better to avoid risks or take risks?

Presenter
Presentation Notes
What is your tolerance for risk?

AVERSE - Disinclined; unwilling  SOURCE: M-W Online Dictionary



Whether we are risk takers or risk averse, risk and are present with every project.  Workshops like the CRA and CEVP workshops do not create risk… they reveal them.  Risk exists –it is better to know than to not know.  This is also true of smaller projects that do not meet the threshold for CRA or CEVP workshops.  



Many decisions must be made in the absence of complete information. Decision makers can sometimes clarify the problem they are working on by listing what could happen and assigning probabilities to each possible outcome (a formal representation of this is known as a decision tree).

Risk aversion is another nonrational factor affecting sound decision making. Studies have shown that people who exhibit risk-averse behavior in one setting will become risk-seekers when offered the same choice in a different setting. For example, most people will display risk-averse behavior by rejecting a fair gamble in favor of a certain gain. However, when the choice involves a fair gamble and a certain loss, most people display risk-seeking behavior by choosing the gamble over the certain loss, even though the risky choice may well result in an even greater loss.

The decision maker is motivated not by the absolute performance of a particular alternative, but whether that alternative will perform better or worse relative to a specific reference point. Consequently, decision makers can be easily influenced by shifting reference points.
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Risk Tolerance

What is your tolerance for risk?

HOV 
Lane

Presenter
Presentation Notes
What is your tolerance for risk?



Risk assessment is not a mysterious or difficult concept to grasp.  As children we did risk assessments and probability analyses…. For example… a child wanting a cookie may determine “I have a better chance of getting a cookie if I ask Grandma instead of mom”…. 



We even do this as adults…. Consider HOV lanes.  There is a risk in driving in the HOV lane with no other passengers but there is also a reward (opportunity) in the form of time savings…. Some things you might consider:

“Am I willing to take the hit to my pocket-book of a ticket?”

“Am I willing to suffer the consternation of fellow drivers?”



You might also look at “project context” with this risk…. For example:

“Am I in a state car? “

“Am I really in a hurry for a legitimate reason or am I just trying to beat the system?”

“Is it dark out so that I am less likely to be noticed?”

“Will I not sleep well because of the guilt of driving in the HOV lane?”

and so on…



Now there may be different decisions at different times…. Is a loved one waiting for you in a lonely desolate place? You may take more risk in order to reach them quickly… or are you simply late for one of the Project Management Academy sessions… in which case not only do you intend to drive the speed limit you may stop for an  Ice Mocha on the way.  
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Risk Tolerance

What is your tolerance for risk?

Speeding

Presenter
Presentation Notes
What is your tolerance for risk?



Another great example of risk tolerance you are likely familiar with is the speed at which you drive.  You have a speedometer in front of you continuously monitoring and tracking your speed… you an decide how much risk you want to take… if you are not in a hurry and/or have low tolerance for risk you will drive at the speed limit or below if conditions warrant.. On the other hand you might say to yourself… I probably won’t get a ticket if I drive only 5 mph over the limit, I might be more likely to get a ticket if I drive 10 mph over the limit… you are doing risk assessment (probability and impact).



Now there may be different decisions at different times…. Is a loved one waiting for you in a lonely desolate place? You may take more risk in order to reach them quickly… or are you simply late for one of the Project Management Academy sessions… in which case not only do you intend to drive the speed limit you may stop for an  Ice Mocha on the way.  
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Why is it Important to Understand 
Risk Tolerance?

Complete project management plans must 
consider risk
To be proactive
To take action to shift the odds in our favor
To avoid surprises

Presenter
Presentation Notes
Elden F. Jones, in his article titled “Risk Management –Why?” (PM Network Feb 2000), defines risk management as the use of a set of skills from an individual or group of individuals, which ensures that all risk events are identified, quantified and handled for the project.



Risk is present in all projects, although some projects are inherently more ‘risky’ than others;

PM and Project Team need to understand risk and their tolerance for risk in order to be proactive in response to identified risks;

Effective project teams do not let fate happen to them – they take deliberate action to ‘make their project happen’;

Executives and Upper Management do not like surprises – they want to know if you have considered the risks for your project and what you are doing about them.
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Risk Management Plans are critical 
because they prompt action by the 
Project Manager and Project Team

Risk Management is standard practice 
for all WSDOT Projects and is an integral 
component of all Project Management Plans

Presenter
Presentation Notes
RISK MANAGEMENT PLANS ARE NOT A LIST OF THINGS THAT MIGHT GO WRONG AND YOU IGNORE THEM IN THE HOPE THEY GO AWAY.  THEY ARE YOUR TOOL FOR TAKING ACTION.



MORE THAN THIS TOOL IS EXTREMELY HELPFUL AT YOUR MONTHLY & QUARTERLY UPDATE MEETINGS – WHEN JOHN CONRAD ASKS – “WAS THAT ITEM ON YOUR RISK REGISTER”  YOU CAN SAY YOU BET, AND HERE IS HOW WE HAVE PRO-ACTIVELY RESPONDED TO IT or HERE IS THE PLAN WE HAVE SETUP IN CASE THIS RISK IS TRIGGERED DURING CONSTRUCTION OR OTHER ACTIVITY IN THE FIELD.



Elden F. Jones, in his article titled “Risk Management –Why?” (PM Network Feb 2000), defines risk management as the use of a set of skills from an individual or group of individuals, which ensures that all risk events are identified, quantified and handled for the project.
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Command Intent 
Military expression 

Is clearly known and identified
To help field personnel respond 

“No combat plan survives contact with the enemy”
Enemy response
Weather
Others get involved
Key asset is destroyed

Presenter
Presentation Notes
While I am not in the military some of the materials I have been reading lately refer to military examples.  In the army there is a trite express “no plan survives contact with the enemy” because unpredictable things happen.  So it is with highway construction…. You might say no set of plans survives contact with the real world and its unpredictability (dirt, steel, concrete, weather, contractors and workers)  HAVE YOU EVER SEEN A SET OF CONTRACT PLANS AFTER A JOB IS COMPLETED WITH NO NOTES TO CLARIFY REQUIREMENTS OR DOCUMENT CHANGES.  Job sites respond in ways we don’t always expect –BUT PLANS ARE USEFUL BECAUSE THOUGHT HAS TAKEN PLACE.  



IN THE MILITARY WHEN DEALING WITH UNPREDICTABILITY THERE IS COMETHING KNOWN AS “COMMAND INTENT” in other words what are the objectives being pursued?  WHAT IS THE CORE GOAL OF THE PROJECT?  WHAT IS THE CORE IDEA?  KNOWING THESE THINGS WILL HELP WHEN DECIDING WHAT TO DO.



NOW WHAT-IF WE COULD IDENTIFY SOME OF THOSE UNPREDICTABLE THINGS IN ADVANCE –EFFECTIVELY REDUCING RISK?  WHAT-IF WE COULD USE KNOWLEDGE ABOUT INCIDENTS ON OTHER PROJECTS THAT HAVE SLAPPED US WITH HIGHER COSTS OR SCHEDULE DELAYS TO AVOID BEING SLAPPED AGAIN WITH SIMILAR IMPACTS?  WHAT-IF WE COULD TAP INTO THE WISDOM OF EXPERTS TO HELP US BETTER UNDERSTAND OUR PROJECTS AND THE UNCERTAINTY AND RISK THEY FACE?  WOULD THIS NOT BE A GOOD THING?  OBVIOUSLY YES!



Elden F. Jones, in his article titled “Risk Management –Why?” (PM Network Feb 2000), defines risk management as the use of a set of skills from an individual or group of individuals, which ensures that all risk events are identified, quantified and handled for the project.
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Project Intent

What is the core goal of the project?
We know the team mission                             
(part of our project management plan)

Have we considered threats to the project?

Have we considered opportunities to aid in 
completing the project?

Presenter
Presentation Notes
WHY IS UNDERSTANDING RISK AND CONSIDERATION OF RISK FOR PROJECT MANAGEMENT SO IMPORTANT? The trite expressions we have all heard are true…  “Expect the unexpected”    “Be Prepared”   “All Project Managers face risk and uncertainty, some of them are ready for it”

“SLAP ME ONCE ITS YOUR FAULT, SLAP ME A SECOND TIME ITS MY FAULT”

In the army there is a trite express “no plan survives contact with the enemy” because unpredictable things happen.  So it is with highway construction…. You might say no set of plans survives contact with the real world and its unpredictability (dirt, steel, concrete, weather, contractors and workers)  HAVE YOU EVER SEEN A SET OF CONTRACT PLANS AFTER A JOB IS COMPLETED WITH NO NOTES TO CLARIFY REQUIREMENTS OR DOCUMENT CHANGES.  Job sites respond in ways we don’t always expect –BUT PLANS ARE USEFUL BECAUSE THOUGHT HAS TAKEN PLACE.  



IN THE MILITARY WHEN DEALING WITH UNPREDICTABILITY THERE IS COMETHING KNOWN AS “COMMAND INTENT” in other words what are the objectives being pursued?  WHAT IS THE CORE GOAL OF THE PROJECT?  WHAT IS THE CORE IDEA?  KNOWING THESE THINGS WILL HELP WHEN DECIDING WHAT TO DO.



NOW WHAT-IF WE COULD IDENTIFY SOME OF THOSE UNPREDICTABLE THINGS IN ADVANCE –EFFECTIVELY REDUCING RISK?  WHAT-IF WE COULD USE KNOWLEDGE ABOUT INCIDENTS ON OTHER PROJECTS THAT HAVE SLAPPED US WITH HIGHER COSTS OR SCHEDULE DELAYS TO AVOID BEING SLAPPED AGAIN WITH SIMILAR IMPACTS?  WHAT-IF WE COULD TAP INTO THE WISDOM OF EXPERTS TO HELP US BETTER UNDERSTAND OUR PROJECTS AND THE UNCERTAINTY AND RISK THEY FACE?  WOULD THIS NOT BE A GOOD THING?  OBVIOUSLY YES!



Elden F. Jones, in his article titled “Risk Management –Why?” (PM Network Feb 2000), defines risk management as the use of a set of skills from an individual or group of individuals, which ensures that all risk events are identified, quantified and handled for the project.
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Executive Order 1032.00
…all…projects are to be delivered consistent 

with the principles and practices of the 
department’s project management process. 
http://www.wsdot.wa.gov/Projects/ProjectMgmt/ 

Executive Order 1038.00
…are directed to support the department’s 

efforts to identify, share and manage risk 
across all organizations and functions. 

Presenter
Presentation Notes
Risk Happens.  Risk needs to be recognized, documented, communicated, carefully monitored and tracked.

WSDOT has developed tools to do just that (and we are currently advancing our knowledge and skill in this area).



THE RISK MANAGEMENT PLAN IS A KEY PART OF THE PROJECT MANAGEMENT PLAN.  



WSDOT has developed some excellent tools for identifying, analyzing, risk and even more importantly responding to risk, monitoring those responses for effectiveness.  



A RISK MANAGEMENT PLAN IS AN ACTION PLAN!



Lets first review what are our response options once a risk is known (in other words what action will we take?).



THIS EXECUTIVE ORDER WAS ENACTED BECAUSE WSDOT IS COMMITTED TO GOOD PROJECT MANAGEMENT PRACTICE, WHICH INCLUDES GOOD RISK MANAGEMENT PRACTICE and WHICH IS OF COURSE GOOD BUSINESS PRACTICE.  



PM Academy
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RISK PLANNING MANAGE RISKS

Presenter
Presentation Notes
Risk Planning and Managing Risks are at the heart of Project Management.
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Risk Management Planning

•· Risk Identification

•· Qualitative Risk Analysis

•· Quantitative Risk Analysis

Risk Management

•· Respond (take action!)

•· Risk Monitoring & Control
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Take Action

Risk Responses
Avoid
Transfer
Mitigate
Accept

“Experience is not what happens to you, it is what 
you do with what happens to you.” - Aldous Huxley

Presenter
Presentation Notes
RISK RESPONSES



AVOID

TRANSFER

MITIGATE

ACCEPT



(transfer, treat, tolerate, terminate)







PM Academy

Take Action

Risk AVOIDance responses
Eliminate the risk (or stay away from it)

Presenter
Presentation Notes
SPECIFIC RISK RESPONSES - AVOID



Risk avoidance seeks to eliminate (reduce) uncertainty.  
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Avoidance Actions

Avoidance (direct responses)
Clarify requirements
Define objectives (project intent)
Obtain information
Improve communication
Undertake research, prototype or further development

Avoidance (indirect responses)
Change scope to exclude risk elements
Adopt a familiar approach instead of an innovative one
Use proven technology instead of leading edge
Build redundancy into project design
“Design out” certain types of risk

Presenter
Presentation Notes
SPECIFIC RISK RESPONSES



Risk avoidance seeks to eliminate (reduce) uncertainty.  Some specific responses are organized into two types below: direct and indirect 



AVOIDANCE (direct responses)

Clarify requirements

Define objectives (project intent)

Obtain information

Improve communication

Undertake research, prototype or further development



AVOIDANCE (indirect responses)

Change scope to exclude risk elements

Adopt a familiar approach instead of an innovative one

Use proven technology instead of leading edge

Build redundancy into project design

“Design out” certain types of risk



Source: “Developing Effective Risk Responses” by Dr. David Hillson
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Take Action

Risk Transfer responses                           
(this is Not Free! )

At a recent conference, a heavy civil 
contractor offered the following quote:

“Contractors do not take risk …. 
They price it”.

 

Presenter
Presentation Notes
SPECIFIC RISK RESPONSES - TRANSFER



Risk transfer seeks to pass ownership and/or liability for a particular risk to a third party.  
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Transfer the Risk

Transfer (to a third party)
Typically limited to financial risk exposure
Can include use of insurance
Performance bonds, warranties, and guarantees
Self-insurance

Transfer (use contract to pass liability)
Use of a fixed price
Risk-reward or risk-sharing contracts
Target cost incentives
Liquidated damages or penalty/incentive payments
Design-Build vs Design-Bid-Build

Presenter
Presentation Notes
SPECIFIC RISK RESPONSES



Risk transfer seeks to pass ownership and/or liability for a particular risk to a third party.  While this may seem attractive to many organizations and it is possible to arrange for some third party (i.e. insurance) to pay money in the event of a risk occurring it is often difficult to enhance performance shortfalls and it is never possible to recover lost time.   



TRANSFERRING RISK IS NOT FREE!  At a recent conference a contractor in heavy civil offered the following quote:  “CONTRACTORS DO NOT TAKE RISK.…. THEY PRICE IT.”



TRANSFER RESPONSES (to a third party)

Typically limited to financial risk exposure

Can include use of insurance

Performance bonds, warranties, and guarantees

Self-insurance



TRANSFER RESPONSES (use the contract to pass liability for risk)

Use of a fixed price

Risk-reward or risk-sharing contracts

Target cost incentives

Liquidated damages or penalty/incentive payments

Design-Build vs Design-Bid-Build



Risk transfer does not only shift the liability but also involves a change in ownership of the risk.  CAUTION!  With a public agency like WSDOT the buck stops here.  We may contractually be able to transfer some risk (BUT AT THE END OF THE DAY WSDOT IS HELD ACCOUNTABLE FOR THE STATE HIGHWAY SYSTEM).
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Take Action

Risk Mitigation responses

Risk Acceptance responses

Presenter
Presentation Notes
SPECIFIC RISK RESPONSES – MITIGATE and/or ACCEPT



The number of risks which can be avoided or transferred is usually limited.  This leaves us with mitigation or acceptance as the most often used risk response strategies.  
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Take Action

Mitigation Responses
Tackle the causes of the risk
Seek to reduce the probability of the risk occurring
Seek to reduce the impact if the risk does occur

Acceptance Responses
Establish a ‘risk budget’ for defined risks
Assign a cost for unforeseen risk events
Develop a risk aware culture for the project team
Incorporate risk management into routine processes
Include risk response strategies in the project plan and budget 

Presenter
Presentation Notes
SPECIFIC RISK RESPONSES



The number of risks which can be avoided or transferred is usually limited.  This leaves us with mitigation or acceptance as the most often used risk response strategies.  



MITIGATION RESPONSES (preventative responses are better than curative responses)

Tackle the causes of the risk

Seek to reduce the chance of the risk occurring

Seek to reduce the impact if the risk does occur



ACCEPTANCE RESPONSES (residual risks that remain after avoidance, transfer or mitigation responses have been taken)

For defined risks establish a ‘risk budget’

For unforeseen risks establish a “true contingency” (reflects the amount of residual uncertainty in the project)

Develop a risk aware culture for the project team and organization

Incorporate risk management into routine project processes

Include appropriate risk response strategies in the project plan and budget (risk response is a task that needs to be included in the project schedule/workplan)



FALLBACK PLANNING

For risks with potentially major impacts (i.e. haz mat encountered, cultural resources found, etc.) it might be good to have a fallback plan ready for implementation in the event the planned responses fail and the risk occurs.



Some consider this to be analogous to a disaster recovery plan or business continuity plan.  Such a plan should be well defined and planned with estimated cost and resource requirements.  
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Secondary Risk Effects

Risk Profiles Change
Risks Evolve

 

Presenter
Presentation Notes
Whenever a risk response is implemented the risk profile of the project changes.  While the action is intended and likely will improve the situation it is also possible that secondary risks could occur as a result of the risk response.  This should be recognized and assessed when evaluating the overall cost-effectiveness of the risk response.



As stated before risk responses are not free.  One way for measuring cost-effectiveness is described below:



Risk Reduction Leverage (RRL) = [COST IMPACT(before response) - COST IMPACT(after response)]/Cost of Response



This equation gives the ratio of the improvement in risk exposure to the cost of obtaining that improvement.  The larger the RRL the more cost-effective the response.  RRL Values less than one are not cost-effective (the response costs more than the impact if the risk occurs).  David Hillson in his paper “Developing Effective Risk Responses” suggests that effective responses have RRL values above 20.  This value can also be used to compare alternative responses.  
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Risk Management Plan (RMP)

In recognition of risk and good business 
practice we create a RMP

Project Title

Project PIN #

Date

Project Mngr Name Telephone Number (xxx) xxx-xxxx  

Status ID #
Date Identified   
Project Phase

Risk Event
(threat/opportunity) SMART Column Risk Trigger

Impact 
Area

Affected MDL/WBS 
Level 2 process Probability Impact

Risk 
Owner

Strategy
ACTION TO BE TAKEN

(include advantages and disadvantages)

Status Interval 
or Milestone 

Check Date, Status and Review Comments

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (13) (14) (15) (16) (17)

In
st

ru
ct

io
ns

Active=actively 
monitored & controlled
Dormant=risk is not 
currently a high priority, 
but may become active 
in the future.
Retired=no longer a 
threat to project 
objectives.

E1 For example:
6/30/99   Scoping

Risk is an uncertain event or 
condition that, if it occurs, has 
a positive (opportunity) or 
negative (threat) on a project. 

For example; Wetland 
Mitigation requires additional 
R/W.

Detailed description of the risk. 
Includes information on the 
risk that is Specific, Measureable, 
Attributable, Relevant and 
Timebound.  Describe the 
consequences of the risk to 
scope, schedule, budget or 
quality.

Triggers are indications that a 
risk has occurred or is about to 
occur. Used to determine when 
to implement the Risk 
Response Strategy.

For example: Wetland impact 
is greater than 1/2 acre.

Is the 
primary 

impact to 
the 

scope, 
schedule, 

or 
budget?

Which WBS 
element will be 
modified as part 
of the response 
strategy? For 

example: 
PC-19 

Environmental 
Permits

Assessment 
of the 

likelihood of 
occurrence.
Valid entries 
are Low or 

High.

The 
severity of 
the risk's 
effect on 

the projects 
objectives.

Valid 
entries are 

Low or 
High.

Name of the 
person or 

office 
responsible 

for managing 
the risk event.

Avoidance
Transferance

Mitigation
Acceptance

(See PM Online 
Guide for strategy 

definitions.)

Develop options and determine 
actions to be taken in response to the 
risk event. Immediate action may be 
required at the time of identification. 
Estimate value of risk and estimate 

cost to respond.

For example: 
Completion of 

wetland 
delineation 
expected: 
2/28/00

For example: Last status update 
4/30/00. Wetland delineation 

completed 3/15/00. Over 1 acre of
wetland was delineated, action is 
being taken to expedite meetings 

with regulatory agencies & 
expedite the effort to provide 

appropriate wetland mitigation & 
attain project permits.

H   

L   

L H

Risk Matrix

Qualitative Analysis

High: Substantial impact 
on cost, schedule, or 
technical. Substantial 
action required to 
alleviate issue.
Low: Minimal impact on 
cost, schedule, or 
technical. Normal 
management oversight 
is sufficient.

Pr
ob

ab
ili

ty

Impact

WBS 165 Perform 
Environmental 

Studies and Prepare 
Draft Environmental 

Document (DED)

Pr
io

rit
y

PROJECT RISK MANAGEMENT PLAN
Risk-Response Strategy

(12)

Risk Identification Monitoring and Control

Presenter
Presentation Notes
Risk Management Plan (RMP) – The document describing how project risk management will be structured and performed on the project.  It is contained in a subsidiary plan of the project management plan.  The RMP can be informal and broadly framed, or formal and highly detailed, based on the needs of the project.  Information in the RMP varies by application area and project size.  The RMP is different from the risk register that contains the list of project risks, the results of risk analysis, and the risk responses.  

PMBOK 2004
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Risk Management

Primary Risk Management functions include:
Monitoring risk and opportunity elements 
Identifying new risk and opportunity elements 
Evaluating/upgrading probability of occurrence and potential 
impacts 
Devising and implementing response strategies 
Evaluating and documenting the effectiveness of response 
actions 
Reporting to Region/Organization Management and 
Stakeholders 

Source: WSDOT Project Management Online Guide

Risk Management is an integral component of day-to-day 
project management. 
Project teams implement and continuously upgrade the 
Risk Management Plan throughout the project. 

Presenter
Presentation Notes
Risk Management is…..



an integral component of day-to-day project management

Continuous

Documented and updated

Actively monitoring

Responding in an active way to shift the odds in your favor

Reporting regularly to management and stakeholders status of risk management efforts
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WSDOT RMP Tools

Three Tools
Qualitative (PMOG)
Quantitative (Self-Modeling)
Quantitative Detailed (Workshops)

Workshops
Cost Risk Assessment (CRA) $25M-$100M
Cost Estimate Validation Process (CEVP) >$100M

Presenter
Presentation Notes
NOT ONLY CAN WE DO THOSE THINGS… WE ARE REQUIRED TO DO THOSE THINGS AS PART OF OUR PMP.



With risk assessment we can replace vaguely defined contingency with explicitly defined risk events described in terms of probability and impact.  WSDOT offers several tools for identifying and analyzing risk (both qualitatively and quantitatively).  These different tools are available now and can be used by any project team.  Lets walk through the three Risk Management Planning tools that we have.



FIRST – Qualitative Tool available as part of the Project Management Online Guide (lets walk through it and as we do lets identify and analyze a risk) HOV Lane to violate or not to violate –that is the question.  (Talk about the various cells, be sure to mention the various response strategies for the HOV lane violation).    



SECOND – Quantitative Self-Modeling RMP Tool available on the CREM website at: http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/



THIRD – RMP utilizing results from a CRA or CEVP workshop Quantitative tool.  

NOW WHAT-IF WE COULD IDENTIFY SOME OF THOSE UNPREDICTABLE THINGS IN ADVANCE –EFFECTIVELY REDUCING RISK?  WHAT-IF WE COULD USE KNOWLEDGE ABOUT INCIDENTS ON OTHER PROJECTS THAT HAVE SLAPPED US WITH HIGHER COSTS OR SCHEDULE DELAYS TO AVOID BEING SLAPPED AGAIN WITH SIMILAR IMPACTS?  WHAT-IF WE COULD TAP INTO THE WISDOM OF EXPERTS TO HELP US BETTER UNDERSTAND OUR PROJECTS AND THE UNCERTAINTY AND RISK THEY FACE?  WOULD THIS NOT BE A GOOD THING? OBVIOUSLY YES!
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RMP Tools

Risk Management Plan Spreadsheet on 
the Project Management Online Guide at:

http://www.wsdot.wa.gov/Projects/ProjectMgmt/OnLine_Guide/Phase_Guides/ 
Pre-Construction/PC_Plan_the_Work/PC_Plan_Risk.htm

Qualitative
<$25 Million
Used for early screening on larger projects

Presenter
Presentation Notes
The Risk Management Plan on the Project Management Online Guide Website is an excellent tool for teams working on simpler smaller projects that would like to do a relatively quick qualitative analysis for their project.  



http://www.wsdot.wa.gov/Projects/ProjectMgmt/OnLine_Guide/Phase_Guides/Pre-Construction/PC_Plan_the_Work/PC_Plan_Risk.htm
http://www.wsdot.wa.gov/Projects/ProjectMgmt/OnLine_Guide/Phase_Guides/Pre-Construction/PC_Plan_the_Work/PC_Plan_Risk.htm
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RMP Tools

Self-Modeling RMP Worksheet posted:
http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/

Quantitative
<$25 Million
Used for early screening on larger projects, 
and combined VE/CRA workshops

Presenter
Presentation Notes
CREM website.  



http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/
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RMP Tools

Detailed RMP posted at:
http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/

Provided after CRA/CEVP workshops
Quantitative
>$25 Million
A portion of this RMP is completed following the 
workshop; the project team takes action and 
responds to risk and continuously manages 
and monitors risk

Presenter
Presentation Notes
CREM website.

http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/
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RMP Risk Identification

Typical RMP

Pr
io

rit
y

Status ID #
Date Identified   
Project Phase

Risk Event
(threat/opportunity) SMART Column Risk Trigger

Impact 
Area

Affected MDL/WB
Level 2 process

(1) (2) (3) (4) (5) (6) (7) (8) (9)

In
st

ru
ct

io
ns

Active=actively 
monitored & controlled
Dormant=risk is not 
currently a high priority, 
but may become active 
in the future.
Retired=no longer a 
threat to project 
objectives.

E1 For example:
6/30/99   Scoping

Risk is an uncertain event or 
condition that, if it occurs, has 
a positive (opportunity) or 
negative (threat) on a project. 

For example; Wetland 
Mitigation requires additional 
R/W.

Detailed description of the risk. 
Includes information on the 
risk that is Specific, Measureable, 
Attributable, Relevant and 
Timebound.  Describe the 
consequences of the risk to 
scope, schedule, budget or 
quality.

Triggers are indications that a 
risk has occurred or is about to 
occur. Used to determine when 
to implement the Risk 
Response Strategy.

For example: Wetland impact 
is greater than 1/2 acre.

Is the 
primary 

impact to 
the 

scope, 
schedule, 

or 
budget?

Which WBS 
element will be
modified as pa
of the respons
strategy? For

example: 
PC-19 

Environmenta
Permits

WBS 100 Projec
Management

Risk Identification

Presenter
Presentation Notes
We have several RMPs for review, take a look at them and determine how you could put these to use if you were on the project team.

RECALL THE DRIVING ALONE IN THE HOV LANE RISK WE DISCUSSED EARLIER…. LETS FILL OUT THE RMP FOR THAT RISK



DISCUSSION

What did you notice about the risks in the RMP?



What action could you take?



How could  you document the action taken?



How could you monitor and track the risk?



What would you report on if you were asked to report on the current status of your project risk management efforts?
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RMP Risk Analysis

Typical RMP

Probability Impact

(10) (11)
Assessment 

of the 
likelihood of 
occurrence.
Valid entries 
are Low or 

High.

The 
severity of 
the risk's 
effect on 

the projects 
objectives.

Valid 
entries are 

Low or 
High.

H   

L   

L H

Risk Matrix

Qualitative Analysis

High: Substantial impact 
on cost, schedule, or 
technical. Substantial 
action required to 
alleviate issue.
Low: Minimal impact on 
cost, schedule, or 
technical. Normal 
management oversight 
is sufficient.

Pr
ob

ab
ili

ty

Impact

(12)

Presenter
Presentation Notes
We have several RMPs for review, take a look at them and determine how you could put these to use if you were on the project team.

RECALL THE DRIVING ALONE IN THE HOV LANE RISK WE DISCUSSED EARLIER…. LETS FILL OUT THE RMP FOR THAT RISK



DISCUSSION

What did you notice about the risks in the RMP?



What action could you take?



How could  you document the action taken?



How could you monitor and track the risk?



What would you report on if you were asked to report on the current status of your project risk management efforts?
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Risk Components

Uncertainty
Value (loss or gain)
Time component

Document all risk components

Presenter
Presentation Notes
RISKS HAVE



UNCERTAINTY – when managing risks we are always dealing with uncertainties; we do not work in an environment of absolute certainty



VALUE – this value could be in terms of time or money (loss is a threat… gain is an opportunity)



TIME COMPONENT – there comes a time when the risk no longer exists… you have either already taken the hit because the risk occurred; you have mitigated and the window within which the risk could have occurred has passed; or you had accepted the risk – it did not occur and will not occur because the time for its occurrence has passed.  



NOTE: Two common mistakes: #1 waiting until late in the project before deciding to deal with the risk in a serious manner; #2 to allow risk management to lapse.



The first mistake typically creates the following problems:

Expensive workarounds because of the late attention;

Late discovery of potential problems precludes solutions that would have been available earlier;

Late surprises are more disruptive to the schedule.





The second mistake often manifests as follows:

A project team identifies risks early but then gets on with the project work –when the risk does occur they are just as unprepared as the team who delayed action until late in the project;



RISK MANAGEMENT MUST COMMENCE EARLY IN THE PROJECT AND PROCEED AS A MONITORING AND FOLLOW-UP EFFORT THROUGHOUT THE LIFE OF THE PROJECT – USING THE MONITIORING OF THE LIST OF RISKS (RISK REGISTER) OFFERS THE TEAM THE OPPORTUNITY OF UNDERSTANDING HOW THE PROJECT IS PROGRESSING
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Risk Management Mistakes to Prevent

Waiting until late in the project before addressing 
risk in a serious manner can cause:

Expensive workarounds because of the late attention;
Precludes solutions available earlier;
Late surprises are more disruptive to the schedule. 

Allowing the risk management plan to lapse can 
manifest as follows:

Project team identifies risks early, but takes no action.  
When the risk does occur it is just as unprepared as 
the team that delayed action until late in the project.

Presenter
Presentation Notes
NOTE: Two common mistakes: #1 waiting until late in the project before deciding to deal with the risk in a serious manner; #2 to allow risk management to lapse.



The first mistake typically creates the following problems:

Expensive workarounds because of the late attention;

Late discovery of potential problems precludes solutions that would have been available earlier;

Late surprises are more disruptive to the schedule.





The second mistake often manifests as follows:

A project team identifies risks early but then gets on with the project work –when the risk does occur they are just as unprepared as the team who delayed action until late in the project;



RISK MANAGEMENT MUST COMMENCE EARLY IN THE PROJECT AND PROCEED AS A MONITORING AND FOLLOW-UP EFFORT THROUGHOUT THE LIFE OF THE PROJECT – USING THE MONITIORING OF THE LIST OF RISKS (RISK REGISTER) OFFERS THE TEAM THE OPPORTUNITY OF UNDERSTANDING HOW THE PROJECT IS PROGRESSING
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Components of Cost UncertaintyComponents of Cost Uncertainty
K
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T
A

IN
T

Y

EARLY  <<<   LEVEL OF PROJECT DEVELOPMENT   >>>  FINALEARLY  <<<   LEVEL OF PROJECT DEVELOPMENT   >>>  FINAL

Planning                Design/PS&E   Ad/Bid/ Award  Construct

Unrecognized
Unknown - Unknowns

Known and Quantifiable 
Known - Knowns

Conservative Estimate w/Allowance

Deterministic Estimate
at any point in time
(conservative est. w/allowance + contingency)

Contingency
Unknown - Unknowns
Unrecognized
Unknown - Unknowns

Programming     Scoping

Known but not Quantified 
Known - Unknowns
Known but not Quantified 
Known - Unknowns
Known but not Quantified 
Known - Unknowns

Presenter
Presentation Notes
Key … recognize & capture uncertainty

Understand the sources of uncertainty how uncertainty evolves over the period of project planning and design empowers the design team

Barriers to a successful project need to be identified and removed

“Managing in a fishbowl” is a reality,…… so manage the communication





Known Unknowns – weather, differing site conditions, quantity variations



Cost Escalation, Bond Cost, Lack of Competition, Revised Seismic Code, Stormwater Treatment



Unknown Unknowns – things we haven’t even thought of; questions we have not asked; things we may not know until we hit it with a shovel during construction
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Risk Identification and Analysis

Risks identified, quantified, analyzed
Risks prioritized
Risk Management Plan developed

Now what?
Decide
Act
Know and maintain Project Intent

Presenter
Presentation Notes
PRINCIPLES THAT APPLY



RISK MANAGEMENT is and INTEGRAL part of PROJECT MANAGEMENT

KNOW THE PROJECT INTENT

TAKE DELIBERATE ACTION TO SHIFT THE ODDS IN YOUR FAVOR

GOOD RISK MANAGEMENT REQUIRES PROACTIVE BEHAVIOR (accolades for preventing fires from igniting in the first place)
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RMP = Action

Risk Management Plans are Action Plans
Decide on response to the risk (avoid, 
transfer, mitigate, accept) and who will own 
the risk
Determine the cost of the response action 
and record in the RMP
Review and document status of risk at 
regularly scheduled project meetings

Presenter
Presentation Notes
Risk Management Plans are ACTION PLANS! 

#1 DECIDE on response to the risk (avoid, transfer, mitigate, accept) and who will own the risk.

#2 DETERMINE the cost of your response action and record in your RMP.

#3 REVIEW and document status of risk at your regularly scheduled project meetings.
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Decide and Act

Eight Steps to making better risk decisions
1.Work on the right decision problem 
2.Specify objectives
3.Create imaginative alternatives
4.Understand the consequences 
5.Assess tradeoffs 
6.Clarify uncertainties 
7.Think risk tolerance. In order to choose an 

alternative with an acceptable level of risk, we 
need to know how much risk we can tolerate.

8.Consider linked decisions

Presenter
Presentation Notes
Tracking and monitoring your risk management need not be an additional onerous task to an already packed project update meeting agenda.  Risk management is an integral part of project management and should be considered as part of you discussion of scope, schedule and budget.



AN EIGHT-STEP APPROACH TO MAKING BETTER DECISIONS

The following list is adapted from Smart Choices by Hammond, et al.:

Work on the right decision problem. Be careful in stating the problem, and avoid unwarranted assumptions and option-limiting prejudices. 

Specify your objectives. Determine what you want to accomplish, and which of your interests, values, concerns, fears, and aspirations are the most relevant. 

Create imaginative alternatives. Alternatives represent different courses of action, and your decision can be no better than your best alternative. 

Understand the consequences. Determine how well different alternatives satisfy all of your objectives. 

Grapple with your tradeoffs. Since objectives frequently conflict with each other, it becomes necessary to choose among less-than-perfect possibilities. 

Clarify your uncertainties. Confront uncertainty by judging the likelihood of different outcomes and assessing their possible impacts. 

Think hard about your risk tolerance. In order to choose an alternative with an acceptable level of risk, become conscious of how much risk you can tolerate. 

Consider linked decisions. Many important decisions are linked over time. The key to making a series of decisions is to isolate and resolve near-term issues while gathering information relevant to issues that will arise later. 



KNOWING THE FUNDAMENTAL PROJECT INTENT CAN AID IN DECISION MAKING AND ACTION.
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RMP Risk Response

Typical RMP

Risk 
Owner

Strategy
ACTION TO BE TAKEN

(include advantages and disadvantages)

(13) (14) (15)
Name of the 

person or 
office 

responsible 
for managing 
the risk event.

Avoidance
Transferance

Mitigation
Acceptance

(See PM Online 
Guide for strategy 

definitions.)

Develop options and determine 
actions to be taken in response to the 
risk event. Immediate action may be 
required at the time of identification. 
Estimate value of risk and estimate 

cost to respond.

Risk-Response Strategy

Presenter
Presentation Notes
We have several RMPs for review, take a look at them and determine how you could put these to use if you were on the project team.

RECALL THE DRIVING ALONE IN THE HOV LANE RISK WE DISCUSSED EARLIER…. LETS FILL OUT THE RMP FOR THAT RISK



DISCUSSION

What did you notice about the risks in the RMP?



What action could you take?



How could  you document the action taken?



How could you monitor and track the risk?



What would you report on if you were asked to report on the current status of your project risk management efforts?
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RMP Risk Monitoring

Typical RMP

Status Interval 
or Milestone 

Check Date, Status and Review Comments

(16) (17)
For example: 
Completion of 

wetland 
delineation 
expected: 
2/28/00

For example: Last status update 
4/30/00. Wetland delineation 

completed 3/15/00. Over 1 acre of 
wetland was delineated, action is 
being taken to expedite meetings 

with regulatory agencies & 
expedite the effort to provide 

appropriate wetland mitigation & 
attain project permits.

Monitoring and Control

Presenter
Presentation Notes
We have several RMPs for review, take a look at them and determine how you could put these to use if you were on the project team.

RECALL THE DRIVING ALONE IN THE HOV LANE RISK WE DISCUSSED EARLIER…. LETS FILL OUT THE RMP FOR THAT RISK



DISCUSSION

What did you notice about the risks in the RMP?



What action could you take?



How could  you document the action taken?



How could you monitor and track the risk?



What would you report on if you were asked to report on the current status of your project risk management efforts?
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The Abilene Paradox
Risk/uncertainty
Negative fantasies
“Groupthink” (fear of separation)

Biases

Presenter
Presentation Notes
This has become a classic that is used in management classes and decision behavior training all over – it was developed by Professor of Management Science Jerry B. Harvey at George Washington University.  The crux of the theory is that groups have as many problems managing agreements as they do their disagreements.  The most effective solution to this challenge, of dysfunctional group behavior, is to include people with diverse backgrounds in the decision-making process.



The paradox draws its power from several underlying principles:



Action anxiety often makes us hesitate to take any action at all.  (an intense anxiety created when we think about acting in accordance with what we believe needs to be done).

Negative fantasies conjure up disastrous images of what will happen of we don’t go along –giving us an excuse for inaction.  (sometimes we opt for inaction in order to avoid taking risks).

Fear of separation (from the group) more than we fear the unknown.  (we fear the label of “non-team player”).

Risk exists - we want to avoid this fact of life –, and sometimes our decisions will cause us problems.

Reversal of risk and certainty.  Our unwillingness to take risks virtually ensures the separation we fear, we become marginalized and our projects are left to the hands of fate.  



When a decision goes sour we look for someone to blame –these are signs that we have “taken a trip to Abilene”.  



HOW TO AVOID THE ABILENE PARADOX

Pay attention to the road signs and stop the process when it begins.

Positively confront to reveal challenges the project may face and to fully examine issues and concerns (i.e. the CRA and CEVP workshop process at WSDOT)

We can avoid the “trip to Abilene” if we confront the reality of each project, calculate the risks and action versus inaction.  

Public examination of the problem (with a team of people having diverse backgrounds) –this can be done with the project team (recommend inviting others outside the team) or with formal workshop.  



THREE PRIMARY BIASES WE LIKE TO MAKE PEOPLE AWARE OF SO THEY CAN BE ON THE LOOK OUT FOR THEM….

“Availability Bias” – knowledge that has recently become available to you and you have not had ample time to blend it into your overall thinking and lifetime of experiences…. (this can also be true of major events in one’s lifetime that have a more prominent position in one’s thinking than is totally objective)

“Stereotyping Bias” – there is almost a “perceptual block” in one’s thinking because they are influenced by past experiences to the extent that anything that might remotely be similar in the future is viewed in the same way as what they have burned into their thinking as the stereotypical experience

“Anchoring Bias” – fixing on what a person thinks is the most likely outcome and not considering the full range of possibilities.
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Do we really want to go to 
Abilene?

Action anxiety often makes us hesitate to take 
any action at all

Presenter
Presentation Notes
RECALL THE NOTION OF MENTIONED EARLIER CALLED: “COMMAND INTENT” in other words what are the objectives being pursued?  WHAT IS THE CORE GOAL?  WHAT IS THE CORE IDEA?  KNOWING THESE THINGS WILL HELP WHEN DECIDING WHAT TO DO.



WHAT IS THE PROJECT INTENT?  WHAT IS THE CORE GOAL?  WHAT IS THE CORE IDEA?



YOU KNOW WHAT THE PROJECT INTENT IS BECAUSE YOU PREPARED YOUR PROJECT MANAGEMENT PLAN – INCLUDING THE PROJECT TEAM MISSION and ASSIGNMENT.



KNOWING THIS WILL HELP DETERMINE HOW TO RESPOND TO IDENTIFIED RISKS and MAINTAIN THE PROJECT INTENT.
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we are the solution…

“On the plains of hesitation lie the 
blackened bones of countless 
millions, who at the dawn of 
victory, sat down to rest, and in 
resting, died.”

-Adlai E. Stevenson
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Risk Management is a blend of 
Science and Art

Assess threats and opportunities
Respond flexibly
Document risk response actions

Presenter
Presentation Notes
FLEXIBILITY – The greater the uncertainty the greater the value of having in place, flexible actions to deal with cost & duration uncertainty

SCIENCE – Utilizing analytic techniques to assess risks that the project will face

ART – Make educated guess; Assessing results; Taking Action
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Summary of Benefits
Forewarned is Forearmed

Fewer problems catch us off-guard
Ability to prepare for and reduce uncertainty

Realistic (risk of cost overrun is a fact)
Risk cannot be completely eliminated but it can be moderated

Practical and Action-Oriented
Takes us beyond theory to actually guide decision-making
Risk assessment/management used as tools to govern risk
Risks can be allocated to those best able to manage them
Risk can be managed with greater accountability

Risk Management is part of Project Management
Risk control activities blend naturally with project control activities
WBS, Scope of Work, Budget, Schedule
Progress reports, and other project management deliverables

Presenter
Presentation Notes
Forewarned is Forearmed

Fewer problems catch us off-guard

The ability to prepare for and reduce uncertainty

Realistic – acknowledges that risk for cost overrun exists

There is a tendency toward significant underestimation of costs during project appraisal

Risk cannot be completely eliminated but it can be moderated

Practical and Action Oriented

Takes us beyond theory to actually guide decision making

Risk assessment and management used as vehicles to govern risk

Risks can be allocated to those best able to manage it

Risk can be managed with greater accountability

Risk Management is Project Management

Risk control activities can be blended in with project control activities

Risk management activities result in updates to:

Statement of work (scope of work)

Budget

Progress reports

Work Breakdown Structure, and other project management deliverables



The following summary comes from Chapter 7 of “Project Risk Management Guidelines” (Managing Risk in Large Projects and Complex Procurements) by Cooper, Grey, Raymond and Walker.

�PURPOSE– Monitor and review your project status including the status of your risk management efforts –this is an integral part of monitoring your project scope/schedule/budget:

-link risk management other project management process, and

-facilitate better risk management and continuous improvement

RATIONALE– action plans are implemented and progressed effectively.

INPUTS– the risk management plan “watch list” of major risks that have been identified for treatment action.

METHOD– implement a review process as part of the regular management meeting cycle; undertake major reviews at significant project phases and milestones.

OUTPUTS– revisions to risk register, and a list of new action items for risk treatment.

DOCUMENTATION– Update the risk register as a result of the risk process.  
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Continuously 
Monitor

Schedule

Resources

RisksRisksRisks

Scope
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Risk Management
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Even a correct decision is wrong 
when it was taken too late. 

Lee Iacocca 1924-, Father of the Ford Mustang and CEO of 
Chrysler

The quest for certainty blocks the 
search for meaning. Uncertainty is 
the very condition to impel man to 

unfold his powers. 
Erich Fromm 1900-1980, German-born American 

psychoanalyst 

Presenter
Presentation Notes
Even a correct decision is wrong when it was taken too late. 

Lee Iacocca 1924-, Father of the Ford Mustang and CEO of Chrysler



The quest for certainty blocks the search for meaning. Uncertainty is the very condition to impel man to unfold his powers. 

<>Erich Fromm 1900-1980, German-born American psychoanalyst  

The wisest management advice on Decision-making, Uncertainty and Risk Management:

 

#1

Both fortune and love befriend the bold. 

Ovid (Publius Ovidius Naso) 43BC-17AD, Roman poet

 

#2

To make a mistake is only human; to persist in a mistake is idiotic. 

Cicero 106BC-43BC, Roman orator, politician and philosopher

 

#3

It seems that the necessary thing to do is not to fear mistakes, to plunge in, to do the best that one can, hoping to learn enough from blunders to correct them eventually. 

Abraham Maslow 1908-1970, American humanistic psychologist and originator of the Hierarchy of Needs

 

#4

Wise men say, and not without reason, that whoever wished to foresee the future might consult the past. 

Machiavelli 1446-1507, Italian statesman and philosopher

 

#5

Don`t be afraid to take a big step when one is indicated. You can't cross a chasm in two small steps. 

David Lloyd George 1863-1945, British Minister of War 

 

 

The wittiest advice on Decision-making, Uncertainty and Risk Management:

 

#1

Do not count your chicken before they stopped breeding. 

Aesopues 550BC, Thracian poet

 

#2

The golden rule is that there are no golden rules. 

G.B. Shaw 1856-1950, Irish critic and poet

 

#3

Something unknown is doing we do not know what. 

Sir Arthur Eddington 1882-1944, Comment on the Uncertainty Principle in quantum physics, 1927

 

#4

Even a correct decision is wrong when it was taken too late. 

Lee Iacocca 1924-, Father of the Ford Mustang and CEO of Chrysler

 

#5

Risk comes from not knowing what you're doing. 

Warren Buffett 1930-, American Investment Entrepreneur

�

 

As financial markets become more volatile and competition increases, banks and insurance companies need a clearer understanding of the risks they are taking to protect the physical, financial, human and intellectual assets of their companies. Catalyzed by Basel II, financial institutions around the world are taking a fresh look at managing market, operational and credit risk. In the process, they are redefining the role of risk management in achieving objectives and, ultimately, increasing shareholder value. Their main goal is not to eliminate uncertainty, but rather to be proactive in assessing and managing risk for their own advantage. Although uncertainty has always been a factor in corporate decision-making, financial institutions are now seeking a comprehensive, integrated approach to identifying and managing risks. The broader issues of risk have become a top priority on the senior management agenda and CFO, treasurer and risk officers are working to build risk management processes and embed them into management practices at all levels using special risk management software. On this page great thinkers provide risk management advice, hopefully inspiring those that are struggling in today's risky financial business. Blah-blah.

John F. Kennedy: Quotations on Risk�When written in Chinese the word crisis is composed to two characters. One represents danger, and the other represents opportunity.

Friedrich Engels: Risk Quotes�An ounce of action is worth a ton of theory.
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Both fortune and love befriend the bold. 
Ovid (Publius Ovidius Naso) 43BC-17AD, Roman poet

To make a mistake is only human; to persist in a 
mistake is unwise. 

Cicero 106BC-43BC, Roman orator, politician and philosopher

It seems that the necessary thing to do is not to fear 
mistakes, but rather to plunge in, to do the best that 
one can, hoping to learn enough from blunders to 
correct them eventually. 

Abraham Maslow 1908-1970, American humanistic psychologist and originator of the Hierarchy 
of Needs

Wise men say, and not without reason, that whoever 
wishes to foresee the future must consult the past. 

Machiavelli 1446-1507, Italian statesman and philosopher
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John F. Kennedy: Quotation on Risk 
When written in Chinese the word crisis is 
composed of two characters. One 
represents danger, and the other 
represents opportunity.

Friedrich Engels: Risk Quote 
An ounce of action is worth a ton of 
theory.



PM Academy

References & Additional Reading
1. Total Risk Management Including CEVP and CRA Draft 013005, Risk Management 

Standard Steward: Dana Moreland, Manager, Terminal Engineering Washington State 
Ferries 3-24-2005.

2 . New Generation Whole-Life Costing, Ellingham, Ian and Fawcett, William, Taylor & 
Francis 2 Park Square, Milton Park Abingdon, Oxon, OX14 4RN, 2006                    
ISBN 0-415-34658-4.

3. WSDOT Guidelines for CRA-CEVP Workshops, December 2006.
4. Project Risk Management Guidelines, Cooper, Grey, Raymond, Walker, John Wiley & 

Sons Ltd. West Sussex, England, 2005                            
ISBN 0-470-02281-7

5. Project Risk Management Processes, Techniques and Insights, Chapman, Chris and 
Ward, Stephen, John Wiley & Sons Ltd. West Sussex, England, 2003 
ISBN 0-470-85355-7

6. Risk Management Concepts and Guidance, Pritchard, Carl, ESI International, 4301 N. 
Fairfax Drive, Arlington VA  22203, 1997                        
ISBN 1-890367-06-0

7. Risk Management Concepts and Guidance, Pritchard, Carl, ESI International, 4301 N. 
Fairfax Drive, Arlington VA  22203, 1997                        
ISBN 1-890367-06-0

8. Effective Opportunity Management for Projects - Exploiting Positive Risk, Hillson, 
David, CRC Press, Taylor & Francis Group, LLC 6000 Broken Sound Parkway NW, 
Suite 300 Boca Raton, FL  33487-2742,    2004                                                   
ISBN 0-8247-4808-5

9. Understanding and Managing Risk Attitude, Hillson, David and Murray-Webster, Ruth, 
Gower Publishing Company, 101 Cherry Street, Burlington  VT  05401-4405          
ISBN 978-0-566-08798



PM Academy

References & Additional Reading
10. Enterprise Risk Management Secretary’s 

Executive Order E 1038.00, WSDOT 
Enterprise Risk Management Program  
Finance and Administration Division, 
September 04, 2007.

http://wwwi.wsdot.wa.gov/docs/OperatingRulesProcedures/1038.pdf

10. Project Management Secretary’s 
Executive Order E 1032.00, WSDOT July 
01, 2005.

http://wwwi.wsdot.wa.gov/docs/OperatingRulesProcedures/1032.pdf

http://wwwi.wsdot.wa.gov/docs/OperatingRulesProcedures/1038.pdf
http://wwwi.wsdot.wa.gov/docs/OperatingRulesProcedures/1032.pdf

	Risk Management
	Project Managers are busy!
	Risk Management
	Slide Number 5
	Uncertainty
	Risk
	Risk
	Project Risk
	Risk
	Slide Number 12
	Risk Tolerance?
	Risk Tolerance
	Risk Tolerance
	Why is it Important to Understand Risk Tolerance?
	Slide Number 17
	Command Intent� Military expression �
	Project Intent
	Executive Order 1032.00
	Slide Number 21
	Take Action
	Take Action
	Avoidance Actions
	Take Action
	Transfer the Risk
	Take Action
	Take Action
	Secondary Risk Effects
	Risk Management Plan (RMP)
	Risk Management
	WSDOT RMP Tools
	RMP Tools
	RMP Tools
	RMP Tools
	RMP Risk Identification
	RMP Risk Analysis
	Risk Components
	Risk Management Mistakes to Prevent
	Risk Identification and Analysis
	RMP = Action
	Decide and Act
	RMP Risk Response
	RMP Risk Monitoring
	Slide Number 48
	Do we really want to go to Abilene?
	we are the solution…
	 Risk Management is a blend of Science and Art
	Summary of Benefits
	Continuously Monitor
	Risk Management
	Slide Number 55
	Slide Number 56
	Slide Number 57
	References & Additional Reading
	References & Additional Reading



