
As project development progresses, the control
over project outcome decreases and the cost of
saving time, or removing errors, increases. The
value of early definition and the relationship
between scope for change and the cost of change,
set against the timescale of a project, is described
graphically in Figure 8.4.

It is useful, at this stage, to undertake a thorough
analysis of project risks. The technique for identify-
ing and quantifying aspects of the project that could
lead to losses is known as Risk Analysis. Risk can be
defined as exposure to adverse consequences. Risks
exist in all forms of project and are normally of a
physical or financial character. Physical risks relate
to loss of, or damage to, goods and property, and
financial risk relates to loss of money. Most projects,
including those in urban design, are business
ventures; the risks are therefore concerned with
financial losses rather than physical hazards. Where
physical risks are involved the project manager
should consider taking out insurance cover. The
analysis of risk gives an increased understanding of
the project. It allows the formulation of more realis-
tic plans, in terms of both cost estimates and
timescales. It identifies the party best able to handle
a risk and leads to the use of the most suitable form
of procurement strategy. It also allows the assess-
ment of contingencies that actually reflect the risk.

Risk may be internal or external to the project.
Some examples of internal risk are shown in Figure
8.5. External risks are shown in Figure 8.6.

It is helpful to identify both the internal and
external risks and their potential impact on the
project objectives. External risks are always much
harder to deal with than internal ones. A project
manager can usually control internal risks, but can
only react to external ones. Where risks can be
identified, the project manager can take action to
lessen their impact on the project. This can be
done firstly, by identifying and assessing risk;
secondly, by managing the risk to minimize the
adverse effects, and thirdly, by monitoring and
evaluating the risks. Risk assessment helps in

quantifying or ranking the risks according to how
likely they are to arise and in predicting their effect.
This can be done by producing a risk assessment
table which not only identifies the risks most likely
to occur, but also outlines the actions which will
contain or eliminate them (see Figure 8.7).

As most risks are ultimately measured in financial
terms, the techniques usually used for assessing
risks are of a monetary nature.4 They include:

• break-even analysis;
• cost–benefit analysis;
• multiple criteria analysis.

Some of these techniques have been described in
earlier chapters. Having analysed risks, it is wise to
prepare strategies that minimize the adverse effects
on the project if the risks materialize. This is known
as risk management.
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Figure 8.5 Internal risks.

Figure 8.6 External risks.

• The project goal: it may be too ambitious
• The project plan: the activities may be

poorly perceived and the interactions not
well understood

• The project organization: it may be poorly
staffed and managed badly

• The project methods: they may fail to
provide adequate controls

• The client: support can be withdrawn or
interference with the running of the
project can take place

• The market environment: market
preferences may change and make the
project less attractive

• The supporting links: suppliers can be
unable to deliver according to schedule
or may be affected by industrial disputes

• The competition: competitors may
instigate rival bids or projects in adjacent
areas


