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RISK FACTORS – THE WEATHER, THE ROAD, VISIBILITY, THE BIKE, THE LOCK

. 
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RISK FACTORS – THE DRIVER

. 
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KEEP IT SIMPLE



RISK

On the night of July 17, 1999, John F. Kennedy Jr. took his personal 
six-seater aircraft on a one and a half hour trip from New Jersey to 
Martha’s Vineyard. He had with him his wife and her sister. They were 
traveling to Martha’s Vineyard to attend the wedding of a friend. 
Sixteen miles short of the airport at Martha’s Vineyard, Kennedy’s plane 
plunged into the sea, killing Kennedy, his wife, and her sister.

On September 11, 2001, hijackers slammed passenger jets into the 
World Trade Center and the Pentagon, killing thousands and causing 
billions of dollars of damage to the world economy



RISK…

Life is risky 
business

Risk is 
ubiquitous. 
You cannot 
get away 
from it.



RISK DIARY: TUESDAY MORNING

7:00 A.M. I look out the window. The sky is overcast. I wonder if I should lug my umbrella to 
the office?

Risk is pervasive because the future is uncertain. One way to handle this uncertainty is to set 
aside contingency reserves. In this case, it entails taking an umbrella to work.

7:25 A.M. While trying to prepare toast for breakfast, I discover that the new toaster is 
malfunctioning. Yesterday it was emitting a small buzzing sound. I guess I should have figured 
it was about to break. I must have my toast! So I bake two slices in the oven. Luckily, the 
toaster is still under warranty. I’ll take it to the store tomorrow to have it replaced.

Risk events often are preceded by warning signs—in this case, an unexplained buzzing of the 
toaster. Good risk management requires that a systematic attempt be made to identify possible 
sources of  problems. Two risk-handling strategies are highlighted here. One is employment of 
contingency reserves: the diarist’s oven served as a backup to the toaster. Another is risk 
transfer, where through a warranty program, risk is shifted from the diarist to the vendor of the 
toaster.



7:55 A.M. On my way to work, the news announcer announces that traffic is backed 
up on Thirty-Fourth Street owing to a disabled vehicle at the intersection of Thirty-
Fourth and Olivet. I decide to travel the back route to the office and arrive at the 
office ten minutes late. My colleagues take note of my late arrival and smirk.

The radio announcement provides advanced warning of  an impending problem. The 
diarist is able to implement a backup strategy to drive to work. Even so, the diarist 
arrives at the office late.

8:45 A.M. I receive a disturbing e-mail from the printer. Because of a small fire in the 
print shop, she cannot get the corporate brochures delivered to us today, as 
promised. The best she can do is to deliver the brochures in two days. This creates a 
problem for us, because our direct mail contractor has scheduled time today to sort, 
label, and ship out the brochures through the postal system. If the contractor does not 
receive the brochures today, he will not be able to sort, label, and send them until 
next week. This means that our brochures may not reach our clients before the 
vendors’ conference in two weeks.

A common phenomenon associated with risk events is concatenation. One problem leads 
to another, which may lead to another, and so on. Consequently, a small problem may 
grow into a major pain.



10:00 A.M. Marvin was unable to attend the management briefing today because he had 
to go to an unscheduled client meeting. Consequently, we couldn’t share with him the results 
of our market research findings. We will have to reschedule a meeting with him ASAP.

Risk events do not need to have catastrophic consequences, but the cumulative consequences 
add up and can eventually lead to dire results. One common consequence of coping with many 
small risk events is that it leads to inefficiency of  operations. If risk events are not handled 
properly, we may find that we are continually redoing things that weren’t handled properly the 
first time. Ultimately, this increases the cost of  doing business, slows operations, and leads to 
customer disaffection.

10:40 A.M. A paper jam in the photocopier has forced us to stop using the machine until it 
is repaired. The vendor says that a technician will be sent to us sometime between now and 
4:00 P.M. It is possible that we won’t be able to do any photocopying for the rest of the 
day.We need to get fifty training workbooks published somehow before the end of day. 
Our backup, the print shop, won’t be helpful because of the problems it is having! 

Even when backup procedures have been organized to handle risk events, it often happens 
that they are unable to serve our needs exactly. In this case, a delay in the availability of the 
repair technician will lead to interruption of  business services. Also, the backup to the backup 
(the print shop) is unavailable owing to the fire they experienced at the shop.



11:20 A.M. Accounts payable just telephoned me. They were contacted by the Paper Warehouse Co. and 
told that we are in arrears in paying last month’s bill. This is nonsense. My records show that we paid these 
folks two weeks ago. I’ll have to straighten this out quickly. This is the third time this year that Paper 
Warehouse has had problems with its accounts receivable. What a pain! Why don’t they get their act 
together?

A common source of risk is the incompetence of  others on whom you depend. Effective risk management 
requires a defensive outlook on partners, employees, and suppliers. The best risk management policy to guard 
against the incompetence of others is to avoid working with or hiring incompetents!

12:15 P.M. Horrible news! The radio announced that our number one client, Globus Enterprises, has just filed 
for bankruptcy. There were rumors that it had some cash flow problems, but no one anticipated it was in this 
much trouble. Globus generates 30 percent of our revenues. Management has scheduled a 1:00 P.M. 
emergency meeting to discuss developments at Globus and its possible impact on our operations. I need to 
clear my afternoon calendar.

Bad things happen that can have serious consequences. With effective risk management procedures in place, 
you can reduce the number of unsavory surprises that you might encounter in the course of business. Still, 
surprises arise because you cannot anticipate every possible risk event that may affect you. Part of your risk 
management policy is to prepare for a broad category of bad things happening—the fabled unk-unks, or 
unknown- unknowns. While you may not be able to predict that Globus will fall into bankruptcy, you certainly 
can develop a risk-handling strategy that would reduce your excessive dependence on one client.



WHAT IS “RISK”

Danger; the possibility of loss or injury  Shorter Oxford Dictionary 
of the English Language (Stevenson, Bailey, and Siefring, 2002).

Opportunity for gain as well as loss  business risk

In describing a risk event, it may be important to clarify whether the 
principal concern is with likelihood or impact.



WHICH ARE MORE RISKY?



RISK VERSUS UNCERTAINTY
When making decisions under conditions of risk, you know the probability of the risk 
event you are examining. When making decisions under conditions of uncertainty, you 
do not. 

If you know the probability of an event, you have more information available to you 
than if you do not. Thus, you make more informed judgments under conditions of risk 
than uncertainty.

With decision making under conditions of risk, you have access to distribution-based 
statistics to support your decisions.



RISK MANAGEMENT- THE HISTORY

Always been here

Concept introduced with the Health and Safety 
at Work Act 1974

Concept expanded upon in the Management of 
Health and Safety Regulations 1992 (1999)

Integral to all other appropriate legislation i.e. 
CoSHH, PPE, Noise etc



HAZARD

Anything that 
may cause 

harm



RISK

The probability of harm 
occurring

Chance of exposure to the hazard 

X

Consequences (severity)



TASK OR AREA BASED ?



AREA BASED

Normally used for identifying common hazards 
in the workplace

Will also be used to identify TASKS to be 
individually risk assessed



AREA BASED EXAMPLE

A risk assessment of administrative areas will lead 
to the identification of the following hazards:

• Slip, trips and falls

• Electrical Safety

• Computer workstation hazards

• Manual Handling



AREA BASED EXAMPLE

The common hazard of slips trips and falls can be dealt with through the 
School policy.

The electrical safety will also be School policy with regard to inspection 
and PATesting.

Manual handling and the computer work stations will have to be risk 
assessed on a task basis. 



TASK BASED

A specific task or job will be risk assessed

All the hazards associated with the task will be assessed

• electrical 

• biological 

• chemical 

• radiation 

• manual handling

• falls from height, etc
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RISK MANAGEMENT BASICS
 Risk (uncertainty) may affect the achievement of 

objectives.

 Effective mitigation strategies/controls can reduce 
negative risks or increase opportunities. 

 Residual risk is the level of risk after evaluating the 
effectiveness of controls.

 Acceptance  and action should be based on residual risk 
levels.

INHERENT 



EXTERNAL VERSUS INTERNAL
SOURCES OF RISK

External:
Government regulations

Competitors

Demographic trends

Acts of nature

Internal 

Aging equipment, 

risks posed by employing an 
incompetent workforce, and

risks associated with 
organizational politics.

Many of the risks face lie outside control because they arise outside our 
realm of operations
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A SIMPLE FRAMEWORK

Evaluate 

& Take 

Action

Establish

Objectives

Identify

Risks & 

Controls

Assess

Risks & 

Controls

Monitor

& 

Report

Step 1 Step 2 Step 3 Step 4 Step 5

Communicate, learn, improve
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RISK MANAGEMENT IS CRITICAL TO ALL LEVELS OF 
DECISIONS

Decisions can be categorized into three types. The amount of risk (uncertainty) varies 
with the type of decisions.  Most decisions are concerned with implementation.

UNCERTAINTY 

Strategic Strategic 

Programme Programme

Project & Operational 
Project & Operational 

Strategic Decisions 

Decisions transferring 

strategy into action 

Decisions required for 

implementation 

The HM Treasury’s The Orange Book



CLASSIFYING RISK

Pure (or 
insurable) 

risk
Business risk Project risk

Operational 
risk

Technical risk Political risk



PURE (OR INSURABLE) RISK

Pure risk addresses the possibility of injury or loss. 

It focuses exclusively on the occurrence of bad things. 

The reason it is often referred to as insurable risk is that when you take out an insurance 
policy, you are protecting yourself from the consequences of damage or loss. 

You don’t purchase insurance to cover beneficial events.



BUSINESS RISK

With business risk, there is the opportunity for gain as well as loss. 

This chance for gain, offset against the prospect of loss, energizes and excites many 
entrepreneurs. 

A defining characteristic of entrepreneurs is that they are risk takers. 

They recognize that nobody makes it big in life by being cautious, that is, by being risk 
averse. 

The bigger the risk is, the greater is the prospect for gain—and for loss.



PROJECT RISK

Murphy’s Law is the governing law of project management: if something can go 
wrong, it will. 

Projects are filled with risk because they are unique efforts, so the past is an 
imperfect guide to the future. 

There are major variations in the levels of risk that projects face. Stateof- the-art 
projects are enormously risky, while risk levels for routine projects that have been 
carried out many times are low. 

A substantial portion of risk management on projects addresses risks associated with 
estimation. 

If task durations are not estimated accurately, or cost estimates are off-target, or 
resource needs are not correctly identified, the target project will face trouble.



OPERATIONAL RISK

Operational risk addresses the risks associated with carrying out operations. Included here 
are such matters as running an assembly line, managing an office, and operating a computer 
facility. 

Risk arises when events occur that threaten operations in some way. For example, if a tourist 
bus runs out of fuel, it cannot continue on its mission of serving clients, and they will be greatly 
inconvenienced. 

Or if order takers in a mail order firm frequently make errors when taking orders, their 
inattention will ruin the company’s reputation and lead to a loss of business. 

Or if a factory experiences a power failure, its assembly lines will stop, and it will be unable 
to  produce its manufactured products on schedule.



TECHNICAL RISK

When a task is being done for the first time, the risk of not achieving budget, schedule, or 
specification targets is substantial. 

This is a situation frequently experienced by men and women who work with advanced 
technologies. 

The nature of new technology is that its development faces more than the usual levels of 
uncertainty. 

For example, a technical team may believe that a given job will take three days to carry out. 

However, during the effort, unanticipated problems arise, and dealing with glitches causes the 
effort to extend to ten days.



POLITICAL RISK

Political risk refers to situations that exist when decision making is heavily colored by 
political factors. 

For example, when investing in the construction of a manufacturing plant in a developing 
country, investors may have to contend with the possibility that an unfriendly government 
may move against them, possibly expropriating their assets. 

Within organizations, political risk refers to problems that can be triggered by office 
politics, as when a new product idea initiated by the marketing department is derailed 
by key players in the information technology department owing to territorial disputes.



CONCATENATION

one incident contributes to another, which in 
turn contributes to another, and so on down 
the line.



A RISK MANAGEMENT FRAMEWORK

Step 1. 
Plan for risk.

Step 2. 
Identify risk.

Step 3.
Examine risk 
impacts, both 

qualitative and 
quantitative.

Step 4. 
Develop risk-

handling 
strategies

Step 5.
Monitor and 
control risks.



A RISK MANAGEMENT FRAMEWORK

Step 1. Plan for risk. Prepare to manage risks consciously

Step 2. Identify risk. Routinely scan the organization’s internal and external environment to surface risk events that 
might affect its operations and well-being. 

Step 3. Examine risk impacts, both qualitative and quantitative. Think through hard-to-measure consequences by 
means of a qualitative analysis. Model measurable consequences with a quantitative analysis.

Step 4. Develop risk-handling strategies: develop strategies to deal with risk. 

Step 5.Monitor and control risks. If the monitoring effort identifies problems in process, then steps should be taken 
to control them.

In practice, the problem is often quite different from what are prepared to deal with. 



WHY RISK MANAGEMENT ???

encourage people to take a conscious, systematic approach to dealing with risks, 

move from the realm of the accidental to the realm of the proactive.

reduce the number of surprises that managers encounter in their work efforts.

enable managers to calculate the consequences of untoward event so managers can make 
informed judgments on what directions they want to travel in.

provide managers with guidance on what steps they can take to reduce the likelihood of untoward 
events arising, and when they do arise, what steps they can take to minimize their negative impacts.



HOW ELABORATE SHOULD RISK
MANAGEMENT EFFORTS BE?

How much good-quality information is available to 
guide you in the risk management undertaking? 

How many resources can you afford to expend on 
preparing for risk events? 

What difference would it make whether you are 
prepared thoroughly to handle risk events? 



HOW MUCH GOOD-QUALITY
INFORMATION IS AVAILABLE?

The need for risk management is often greatest in situations where information is 
lacking or faulty.

If knowing exactly what the consequences are of doing something, don’t need to 
expend much effort conducting formal risk management exercises

Information

Poor information/ 
environment

qualitative and informal

Rich information/ 
environment

quantitative and formal



ARE QUANTITATIVE ANALYSES BETTER
THAN QUALITATIVE ANALYSES?

When you can measure what you are speaking about, 
and express it in numbers, you know something about 
it; but when you cannot measure it, when you cannot 
express it in numbers, your knowledge is of a meager 
and unsatisfactory kind: it may be the beginning of 
knowledge, but you have scarcely, in your thoughts, 
advanced to the stage of science [Bartlett, 1992, p. 
504].



TWO SIGNIFICANT PROBLEMS WITH 
QUANTIFICATION IN RISK ANALYSIS

not be adequate data to support efforts for 
quantification. 

Innumeracy

• owing to their inadequate knowledge of mathematics and 
measurement, incapable of conducting quantitative analyses 
or interpreting the results of such analyses. 



CONCLUSION

Risk management has its limitations. When dealing with stable, well defined 
environments, it almost assumes the aspect of science. Such environments are 
information rich, and this information can be employed to estimate the 
likelihood of such untoward events as schedule slippages, cost overruns, and 
resource bottlenecks. 

However, today’s business environment is characterized by chaos and 
uncertainty. Product life cycles are impossibly short, customer loyalty has 
vanished, boom cycles are followed by busts, today’s business leaders are 
tomorrow’s phantoms.




