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Government departments (e.g. ,
Department of Defense DoD) Risk management should be undertaken as part of a structured, formal process that needs
to be aligned to the overall approach to project management. In conclusion, key elements
Integrate with Project strategy, Risk that need to be considered as part of a risk management process are as follows: |
management plan Awareness of uncertainty
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FIGURE 2.1. CAUSE, RISK, AND EFFECT. Structured identification of all sources of risks : IIﬂdudf-‘ risk I‘IIIJIC-'S!O : nes m Pln.}ﬁﬂi Phn' ' . * Perception of risk is important to its
True risks need to be identified > Manage the (Team) ‘dmmﬁ: possible response strategics and programs for each risk category, including con- assessment
o R Question Example risk and not the effect I tingency plans and how to handle new or unresolved risks.
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Nature Earthquake or fire 2.2. 1 3 3 on what to do in the event of fire natural disaster response  Everyone IS per Stephen J. Simister
or earthquake plan o
Food Mot enough food (3.1. 1 2 2 Have a buffer Order pizza Magua  30mins Tools and techniques Contract aquisition Procurement plan
Food Food is spoiled (3.2, 1 3 3 Stare the food in deep freezer | Order pizza rlﬂuj?;r 1Hr Common I'iSk DIOCE —
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occurs
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FIGURE 2.3. SCORING OF PROBABILITY AND IMPACT SCALES. FIGURE 2.6. DECISION TREE. '
IMPACT Synthesis of all risks to predict the most likely Qualitative analysis Stick with existing (™) Best outcome Assessment --> new risks need to be
PROBABILITY Cost Time Z  project outcome contractor Vst kel assessed
Very high 70%-95% >50% >50% .
L : : Allows project risks to be modeled, B : :
M 50%-70% 20-50% 20-50% Response --> Responses still valid?
_ igh 3 Investigation of alternative course of action statistical theory . Worst outcome P P
Medium 30%-50% 10-20% 10-20%
Low 10%-30% © 5-10% 5-10% Required
Very low 59%-10% <5%  <5% decision

() Best cutcome
(") Most kely

FIGURE 2.5. MATRIX OF PROBABILITY VERSUS IMPACT.
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FIGURE 2.7. COST-RISK ANALYSIS § CURVE.
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