
CHAPTER 6
MANAGING PROJECT RISK



RISK MANAGEMENT

Introductions:
• There are always risks associated with a 

project.
• The purpose of risk management is to 

ensure levels of risk and uncertainty are 
properly managed so that the project is 
successfully completed.

• To identify possible risks, so that they can 
be restrained and identify possible 
mitigation strategies.

• It is important to remember risk 
management cannot entirely be the 
responsibility of one person.



RISK MANAGEMENT 

Scopes covered:
1.The main elements of Risk   

Management
2.What a Risk Management Plan and 

Risk Register should cover
3.Roles and responsibilities in ensuring 

successful risk management



WHAT IS RISK?

• Risk refers to any factor (or threat) that may 
adversely affect the successful completion of 
the project in terms of achievement of its 
outcomes, delivery of its outputs, or adverse 
effects upon resourcing, time, cost and 
quality.

• Successful projects try to resolve risks before 
they occur; this is the art of Risk Management.

• It should be noted that sometimes risks may 
also be associated with opportunities.



RISK MANAGEMENT

Risk Management Processes 
• risk identification
• risk analysis
• risk evaluation
• risk treatment.

The processes are iterative throughout the life of 
the project and should be built into the project 
management activities.



THE RISK EVENT GRAPH



RISK MANAGEMENT

When Risk Management is conducted 
• initially as part of the assessment of the 

project's viability and documented in the 
Project Proposal.

• throughout the project to ensure that 
changing circumstances are tracked and 
managed.



CONT’D
Degree of risk management 
• All projects require a degree of risk 

management
• Depend on the size and scope, including 

outcomes, customers, outputs, work and 
resources

• Larger projects involving significant 
investment require formal and detailed risk 
management activities on an ongoing basis

Issues Management and Risk Management are 
closely linked



The Risk 
Management 

Process



STEP 1:RISK IDENTIFICATION

• Risk identification, analysis and evaluation should 
form part of the Project Proposal or Business Case. 

• Involves key stakeholders, including Steering 
Committee members. Brainstorming sessions to 
identify and clarify the main risks, which may prevent 
the project achieving its stated outcomes.

• Project scope must be clearly defined so that the 
identification of risks can remain focused on what 
potentially threatens the achievement of outcomes, 
delivery of outputs, level of resourcing, time, cost 
and quality. 



RISK CATEGORY

Risks categories:
• In terms of type (i.e. Corporate Risks / Business 

Risks, Project Risks, and System Risks)
• Other categories including Disasters/Diseases, 

Economic, Environmental, Financial, Human, 
Natural Hazards, Occupational Health and Safety, 
Public Liability etc. Establishing categories can 
assist in making sure all relevant risks are 
identified

• Another way of establishing categories is to take 
each of the Key Elements of project management 
and identify which risks may impinge upon the 
application of each of the key elements



STEP 2:RISK ANALYSIS AND 
EVALUATION

• Risk analysis involves monitoring and 
understanding the factors that can reduce 
project success.

• Risks can result in four types of consequences:
1.benefits are delayed or reduced;
2.timeframes are extended;
3.expenditure  (outlays) are advanced or 

increased; and/or
4.output quality (fitness for purpose) is 

reduced. 



RISK ANALYSIS AND EVALUATION

• Risks can be analyzed and evaluated according 
to the likelihood they will be realized and the 
level of seriousness/impact they will have if 
they do occur.

• That is, risks are classified whether there is a 
low, medium or high and their level of 
seriousness/impact will be low, medium or 
high if they happen. From this, a priority 
listing for action can be developed.



RISK ANALYSIS – ASSESMENT 
FORM
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X



RISK SEVERITY MATRIX

Failure Mode and Effects Analysis (FMEA)

Impact × Probability × Detection = Risk Value



STEP 3: RISK RESPONSE AND 
DEVELOPMENT

a.  RISK MITIGATION 

Actions or treatment reduce the chance that a risk 
will be realized and/or reduce the seriousness of a 
risk that is realized. There are two broad types of 
risk mitigation or treatment activities:

• Preventative
Planned actions to reduce the likelihood that 
the event will occur. 



Example:

The project team was responsible for installing a
new operating system in their parent company.
Before implementing the project, the team
tested the system on a smaller isolated network.
By doing so they discover a variety of problems
and were able to come up with solutions prior
to implementation.



• Contingency 

Planned actions to reduce the seriousness of 
the risk. 

Example
A new bridge project was to use continuous
cement pouring process to save large amount of
money. The major risk was the continuous
pouring of cement for each bridge section could
not be interrupted. If this occurred the whole
cement need to be torn down and started over.
Risk was reduced by having two additional
portable cement plant built nearby on different
highway within 20 km away of bridge project in
case the main factory supply was interrupted.



“Risk mitigation or treatment actions should be 
cost-efficient and effective, in that they help 
reduce the risk exposure of the project”



RISK MITIGATION ACTION

GRADE RISK MITIGATION ACTIONS

A Mitigation actions, to reduce the likelihood and seriousness, to be 

identified and implemented as soon as the project 

B Mitigation actions, to reduce the likelihood and seriousness, to be 

identified and appropriate actions implemented during project 

execution

C Mitigation actions, to reduce the likelihood and seriousness, to be 

identified and cost for possible action if funds permit

D & E To be noted; no action is needed unless grading increases over time



RISK RESPONSE AND DEVELOPMENT 
cont’d

b. Avoiding Risk

• Changing the project plan to eliminate the risk or 
condition.

c. Transferring Risk

• Paying a premium to pass the risk to another party.

• Requiring Build-Own-Operate-Transfer (BOOT) 
provisions. The contractor take over ownership until 
the plant / building operate in full capacity before hand 
over to the client

d. Retaining Risk

• Making a conscious decision to accept the risk. Cost will 
be absorbed in the budget



RISK RESPONSE AND DEVELOPMENT 
cont’d

In costing perspective
• For serious risks, effective risk mitigation strategy can 

be more easily justified in terms of its cost. 
• Cost-effective risk mitigation actions will be part of 

the risk register for larger projects. 
• Mitigation strategies to reduce the likelihood and 

seriousness of risks should be built into the budget 
and activities of the project. Mitigation strategies will 
need to be measured, comparing cost versus 
effectiveness.



STEP 4: RISK MONITOR, CONTROL AND 
REVIEW

• Risk management is not a one-off activity

• Risks should be monitored throughout the project as 
their likelihood or impact ratings may change or new 
risks may emerge

• As a guide risks and the effectiveness of the 
mitigation strategies should be assessed 
approximately every two weeks

• Significant project there should also be regular 
formal monthly reviews

• It is important to remember that the whole process 
is iterative throughout the life of the project



DOCUMENTATION

A Risk Management Plan should be included as a Section in the 
Project Business Plan, and should cover, at a minimum, the 
following:

• The process for identification, analysis evaluation and 
treatment of risks both initially and throughout the life of 
the project.

• How often the Risk Register will be reviewed, the process 
for review and who will be involved.

• How Risk Status will be reported and to whom.
• Who will be responsible for which aspects of risk 

management.
• Include major risks, current grading, planned mitigation 

strategies and who will be responsible for implementing 
them. This may be a copy of the Risk Register



RISK REGISTER

• A useful tool for outlining all the risks identified 
before and during the project, for keeping a record of 
their grading in terms of likelihood and seriousness 
and a record of the proposed mitigation strategies

• The Risk Register forms the basis for the Risk 
Management Plan. In smaller projects, the Risk 
Register is the Risk Management Plan. In larger 
projects, it is advisable to develop a more detailed 
Risk Management Plan



RISK REGISTER
The Risk Register should cover:

• a unique identifier for each risk
• a description of each risk and how it will affect the project
• an assessment of the likelihood it will occur and the possible 

seriousness if it does occur (low, medium, high)
• a grading of each risk according to a risk assessment table
• a description of the mitigation strategies that can include 

preventative (to reduce the likelihood), and contingency 
actions (to reduce the seriousness)

• who is allocated responsibility
• in larger projects, costing of each mitigation strategy 
• See in the following example / handout





RISK REGISTER



ROLES AND RESPONSIBILITIES 
-PROJECT MANAGER-

The Project Manager is responsible for monitoring and 
managing all aspects of the risk management process, 
including:

• the development of the risk register and plan;
• the continual monitoring of the project to identify 

any new or changed risks;
• continual monitoring of the effectiveness of the 

Risk Management Plan; and
• regular reports on status of risks to the Project 

Sponsor and the Steering Committee



ROLES AND RESPONSIBILITIES 
-PROJECT MANAGER-

In large projects
• The Project Manager may choose to assign risk 

management activities to a separate Risk 
Manager, but the Project Manager should still 
retain responsibility

• It should be noted that large projects are a risk in 
themselves and the need for the Project Manager 
to reassign this integral aspect of project 
management may be an indication that the 
project should be re-scoped or divided into 
several sub-projects overseen by a Project 
Director



ROLES AND RESPONSIBILITIES
-OTHER STAKE HOLDERS-

• Project Team members  - assist  the identification, 
analysis and evaluation of risks, and assist in the 
development of the Risk Management Plan. They can 
also be responsible for risk mitigation actions.

• Project Stakeholders - reference groups, external 
consultants, and importantly, the business owners. 
They may also be responsible for some risk 
mitigation actions

• Steering Committee - oversees the Risk Management 
Plan and its periodic review. They are responsible for 
ensuring an effective risk management plan is in 
place throughout the life of the project



ROLES AND RESPONSIBILITIES
-OTHER STAKE HOLDERS-

• Project Sponsor  - has ultimate accountability for risk 
management. They ensure there are adequate 
resources for managing the project's risks and there 
is adequate active participation in the risk 
management process. They also monitor the 
progress and effectiveness of the Risk Management 
Plan

• It is important to remember risk management cannot 
be entirely the responsibility of one person and that 
it is a communal activity involving a range of people 
associated with the project


