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Abstract

This paper presents a structured Project Risk Interactions Management (PRIM) process designed to
make risk response planning decisions taking into account the complex interactions that potentially
exist between project risks. Projects are facing tight constraints, uncertainty and change. Moreover,
they are dealing with higher stakes and an ever-growing complexity, which implies that they are more
than ever exposed to risks, and that these risks are strongly interrelated. Existing classical methods
have some limitations for modeling and managing the project complexity, mainly the interactions that
may exist between project risks. We propose to include the identification, assessment and analysis of
these interactions into the classical Project Risk Management (PRM) process.This analysis gives new
insights for risk response planning decisions. The strategies are always mitigation, acceptance, transfer
or avoidance, but the risks which are defined as the most critical ones may be slightly different. There
may also be innovative decisions, like breaking propagation transitions between interrelated risks,
instead of acting on the risk itself. This process assists the project manager making decisions regarding
risk response planning by providing new insights about the potential phenomena involved by
complexity, about the internal weaknesses to cope with this complexity, and about the potential
effectiveness of proposed mitigation actions. An example of application is detailed to illustrate the
validity and the implementation issue of the process.
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1. Introduction

A project is a temporary and unique endeavour undertaken to deliver a result, which generally
corresponds to the creation of a product or service or to the improvement of a performance within the
organization. Project management consists in the planning, execution, monitoring, control and closure
of all aspects of a project, and in the motivation of all people involved in reaching its objectives(1SO
2003; IPMA 2006; PMI 2008). Ulrich and Eppinger(1995) point that projects are rarely executed as
planned. This is partly due to the existence of uncertainty and risk, mainly in the initial phases of the
project, which commonly involve vague, qualitative and insufficient information(Grubisic and Ogliari
2009). Project risk is defined as “an uncertain event or condition that, if it occurs, has a positive or
negative effect on at least one of the project objectives”(PMI 2008). If these risks are not managed
pro-actively using a structured approach, then they can result in serious consequences for the project,
as outlined in ISO 10006 (2003). According to Raz and Hillson (2005), “the origins of operational risk
management can be traced to the discipline of safety engineering”. Modern risk management has
evolved from this issue of physical harm that may occur as a result of improper equipment or operator
performance. Many risk management methodologies and associated tools have been developed now in
the context of project management, with qualitative and/or quantitative approaches, often based on the
two concepts of probability and impact (or gravity) of the risky event.

Project Risk Management (PRM) is today crucial to the success of projects. Indeed, risks in projects
have become higher in terms of number and global impact. That is why it has become increasingly
important to effectively and efficiently manage project risks, in order to give a higher guarantee of
success and comfort to project stakeholders, or at least to warn them against potential problems or
disasters. Classical PRM process is comprised of four major phases: risk identification, risk analysis,
risk response planning, and risk monitoring and control (PMI 2008). Risk identification is the process
of determining events which, if they occurred, could affect project objectives positively or negatively.
Risk analysis is the process of evaluating and prioritizing risks, essentially according to their
characteristics like probability, impact and criticality. The process of risk response planning aims at
choosing actions which reduce global risk exposure. Risk monitoring and control is the ongoing
process of “implementing risk response plans, tracking identified risks, monitoring residual risks,
identifying new risks, and evaluating risk process effectiveness throughout the project” (PMI 2008).

Projects are facing a growing complexity, in both their structure and context. Project managers have to
consider a growing number of parameters (environmental, social, safety, or security for instance) and a
growing number of stakeholders, both inside and outside the project.The existence of numerous and
diverse elements which are strongly interrelated is one of the main characteristics of complexity (Chu
et al. 2003; Corbett et al. 2002; Sherwood Jones and Anderson 2005). The complexity of projects
leads to the existence of a complexly interacted risk network.The existence of complex phenomenain
the project structure is likely to notably reduce the performance of the risk management process
(Eckert et al. 2004). Particular attention should be paid to this performance since poor or delayed risk
mitigation decisions may have great potential consequences in terms of crisis, underachievement of
objectives and avoidable waste (Kloss-Grote and Moss 2008).

Our objective in this paper is to address project risk management from the perspective of managing
complexity through the interaction between risks. Risk interactions should be modeled with a network
structure instead of classical list or tree structure in order to represent the real complexity of the
project. We propose an integrated 3-step approach for modeling, analyzing then making decisions
related to the potential behavior of the project due to its complexity.




The paper is organized as follows. Section 2 introduces the issue of the presence of complexity in
projects and the gap with the non-capacity of current project risk management methods to cope with it.
Section 3 presents the process used for managing complex interactions between risks, called Project
Risk Interactions Management (PRIM). Section 4 explains how risk interactions can be modelled
through the use of matrix representations and graph theory.Section 5 illustrates the proposed analysis
method, based on the assessment of external potential attacks (risks induced by complexity) and
internal current weaknesses (lack of maturity to cope with the attacks). Section 6 introduces four types
of decisions that may help to mitigate the project vulnerability due to its complexity, modifying the
project risk network and/or the project organization. Our approach has been tested on a large project
which is introduced in section 7. This project is the implementation of an entire tramway infrastructure
in a city, including the design and delivery of the trains (the rolling stock), of operating systems (like
signalling material or communication systems), and the construction of all the infrastructures
(including the buildings, tracks and bridges).Some conclusions are drawn in Section 8.

2. Background and research issue: projects, complexity and risks

This section introduces the notion of complex system which can be used to characterize a project.
Then, the consequences of complexity are analyzed and the limits of existing methods are underlined,
in order to define our research objective.

2.1. Project as a complex system

According to systems analysis (Penalva, 1997), (Le Moigne, 1990), (Boulding, 1956), (Marle 2002), a
system is an object, which, in a given environment, aims at reaching some objectives (teleological
aspect) by doing an activity (functional aspect) while its internal structure (ontological aspect) evolves
through time (genetic aspect) without losing its own identity. Projects can thus be considered as
systems. We state that “project complexity is the property of a project which makes it difficult to
understand, foresee and keep under control its overall behaviour, even when given reasonably
complete information about the project system. Its drivers are factors related to project size, project
variety, project interdependence and project context” (Vidal et al. 2008).Project managers have to
consider a growing number of parameters (environmental, social, safety, or security for instance) and a
growing number of stakeholders, both inside and outside the project.Project systems are then in
essence complex and this complexity is undoubtedly a major source of risk, since the project
organization may not be able to cope with it. The complexity of projects has some consequences and
notably leads to the existence of a complexly interacted risk network.

2.2. Understanding the consequences of project complexity

The links between project complexity, project risks, project uncertainty and project performance are
still unclear in the academic world as well as in the industrial one. For instance, Parsons-Hann and Liu
state that “it is clear that requirements complexity contributes to project failure in organisations, what
is not apparent is to what degree this statement holds true” (Parsons-Hann et al., 2005). Even if the
relation between risks and complexity has to be clarified, complexity appears to be one of the main
reasons of the unpredictability of projects, particularly in terms of problems and failures.

We argue that two main classes of complexity induced risks can occur during a project. The first class
gathers all the risks which are directly induced by project complexity. There is a high number and
great diversity of objects to manage, with a high number and great diversity of parameters that
characterize them.




By paying attention to the key aspects of complexity that can be risky (for instance, some interfaces
within the project system), the identification of this first class of complexity induced risks will enable
one to complete the risk lists which are usually done thanks to traditional risk identification methods.

The second class gathers all the risks which are indirectly induced by project complexity because of
the propagation phenomena within the complex project system. In other terms, once an exhaustive
project risk list is made, there is still some work to be done to identify and assess the risk of a
propagation of one of this identified risk within the project system (as well as the underlying risk of
positive feedback and amplification through the system). In the case of project management, the main
consequence is that any change in any component in the project system may thus affect any other
component of the project system in an unpredictable way because of change propagation. Propagation
effects throughout the project structure are likely to notably reduce the performance of the risk
management process (Eckert et al. 2004). The extreme case of this propagation behavior is the chain
reaction phenomenon or the “domino effect”. Another phenomenon is the loop, which is a causal path
that leads from the initial occurrence of an event to the triggering of subsequent consequences until the
initial event occurs once more. The next paragraph shows the limits of existing methods to cope with
these complexity-induced risks, including complex phenomena like long reaction chains, amplifying
reaction chains, loops or chaotic propagation.

2.3. Limits of existing project management and project risk management methods and
research issues

Many risk management methodologies and associated tools have now been developed, locally
(Baccarini and Archer 2001; Bowles 1998; Chapman 2001; Chapman and Ward 2003; Gautier et al.
1997;Henley and Kumamoto 1992; Kaplan et al. 1999; Kawakita 1991; Keizer et al. 2002; Kerzner
1998; Klein and Cork 1998; Kurtoglu and Tumer 2007; Riek 2001; Shimizu and Noguchi 2005; Smith
and Merritt 2002; Stamatelatos 2004; Stone et al. 2004;Tumer and Stone 2001)or as standards or
norms (APM 2000; AFNOR 2003; BSI 2002; IEC 1995; IEEE 2001; IPMA 2006; MIL-STD-1629
1998;PMI 2008; PRINCE 1999). They are based on experience or on expertise, or on a mix of
experience and expertise, including for instance some creativity based on an existing but insufficient
experience. They are usually based on two main concepts: probability and impact or gravity, assessed
by qualitative or quantitative approaches.

Many of these methodologies independently evaluate the characteristics of risks, and focus on analysis
of individual risks. Risks are then ranked for one or more parameters by these methods and tools
(Baccarini and Archer 2001; Chapman and Ward 2003). For example, common project risk lists
exhibit each individual risk and its category or nature. A two-dimensional Farmer diagramdisplays
probability and gravity of risks. We can also cite creativity-based techniques or expertise-based
techniques, like expert judgment using Delphi, affinity diagram, peer interviews or risk diagnosis
methodology(Kawakita 1991; Keizer et al. 2002; Kerzner 1998).Generally, these methods do not take
into account the subsequent influence of risk and cannot represent the interrelation between risks.

To comprehensively understand a risk, it is helpful to identify its causes as well as its effects. Several
methods include this principle, but they still concentrate on a single risk in order to simplify the
problem (Carrand Tah 2001; Heal and Kunreuther 2007). For instance, failure mode and effects
analysis (FMEA) consists of a qualitative analysis of dysfunction modes followed by a quantitative
analysis of their effects, with probability and gravity (Bowles1998; MIL-STD-1629 1998). Fault tree
analysis (failure tree or dysfunction tree) and cause tree analysis are a family of cause and effect
modeling methods.
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They determine the conditions which lead to an event and use logical connector combinations (Pahl et
al. 2007). However, although causes and effects of one particular risk can be displayed, they are still
single-risk oriented and unable to completely model the complex risk interactions.

Few specific methods allow risk correlations to be modeled with network structure. Several papers on
the application of the Bayesian belief network (BBN) have appeared in recent years in the field of
project risk management (Fan and Yu 2004; Lee et al. 2008), which could model risk interrelations,
from multiple inputs to multiple outputs. Nevertheless, BBN demands oriented links, is inherently
acyclic, and hence does not easily model the loop phenomenon when this exists. These methods are
thus not always applicable for practical purpose and fail in some cases to represent the real complexity
of interrelationships among risks.

The issue is that the complexity involves some phenomena which are difficult to manage with
classical project risk management methods, in terms of anticipation and decision-making. Firstly, it is
difficult to anticipate potential consequences of a risk, especially if it is considered and documented as
isolated. For instance, there may be propagation from one “upstream” risk to humerous “downstream”
risks, the climax of this phenomenon being the famous domino effect. Another example may be the
existence of loops: amplifying loops are a great danger during projects and are all the more
complicated to understand since the nature of the risks which exist within a loop is likely to be
different. Secondly, some decisions have to be made after analysis in order to avoid, mitigate, transfer
or accept project risks. It may include decisions on project processes, on project actors or organization,
but it may also include decisions on project complexity. Our aim in this paper is to consider either
classical response planning decisions but with a refined analysis process, or to consider innovative
response planning decisions.

The global issue of existence of complexity in project is then to know how to seize the opportunities
emerging from complexity and to know how to avoid or at least mitigate the negative effects of
complexity. The main negative effect is the difficult in the project risk management process to
anticipate correctly the potential behavior of the project and to make reliable risk response planning
decisions. The next section introduces the Project Risk Interactions Management process which aims
at assisting project manager to make more reliable analysis and decision.

3. The Project Risk Interactions Management process (PRIM)

Classical project risk management process identifies, analyzes and treats risks. However, there are still
some phenomena which are not enough taken into account by classical project risk management
methodologies, such as loops, reaction chains or non-linear couplings.We introduce the PRIM process,
the structure of which is voluntary similar to the existing Project Risk Management (PRM) process. As
shown in figure 1, both processes are to be coupled in order to use outputs from one process as inputs
of the other one. The dotted lines and the white boxes show the classical sequence of subprocesses into
the PRM process. Recommandation is to follow the complete process, including the subprocesses
related to interactions between risks (full lines and grey boxes).

The additional steps are: Risk Interactions Identification, Risk Interactions Assessment, Vulnerability
Analysis and finally Vulnerability Mitigation. The classical steps of risk management planning
(upstream) and risk monitoring and control (downstream) are respectively inputs and outputs of the
process, but are out of our research scope.

Please insertFigure 1
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In this process, the interactions-based project risk network is first built in section 4. Secondly, a
vulnerability diagnosis is made in section 5 considering two elements: the internal weaknesses of the
project system and the potential phenomena due to complexity which could affect the project, either
on its results or its processes. Vulnerability is the gap between these potential attacks and the internal
capacity of the system to cope with them. Finally, mitigation actions are proposed in section 6, with
some innovative actions like process improvement, actor reassignment, project organization
reshuffling or complexity reduction.

4. The identification and assessment steps

This section introduces the processes which enable the structure of the complex risk network to be
built. It includes two processes focused on individual risks (identification and assessment) and two
processes focused on interactions between these risks (identification and assessment).

4.1. The existing processes: the risk identification and evaluation

As mentioned in the Section 2, risks are classically identified using experience and/or expertise and
assessed in terms of probability and gravity. In this paper, we are considering classical methods for
risk identification and assessment. How to build a risk list is not in our scope. Risk probability and
gravity may be assessed on a qualitative scale (ordinal or cardinal scale with 5 or 10 levels for
instance) or on a quantitative scale (percentage of occurrence or financial loss for instance).

4.2. The risk interactions identification process

Identification of risk interactions is the first step to determine and establish the possible cause-effect
relationship between risks. Design structure matrix (DSM) has proved to be a practical tool in project
management for representing and visualizing relations and dependencies among system components.
The DSM was introduced by Steward with tasks (Steward 1981) and has been used for planning issues
combining tasks, people and product components (Eppinger et al. 1994, Eppinger and Salminen 2001;
Sosa 2008). The main advantages of this approach are to overcome the problems associated with the
visual display of complex networks, especially in the case of very complex structures, including lots of
interactions and even loops. An additional advantage is that it allows for systematic identification by
considering each cell across the matrix. The Risk Structure Matrix (RSM) is defined as the matrix
where each cell (i,j) gives information about the existence of a potential cause-effect interaction
between risks R; and Rj(Marle and Vidal 2008). There is an interaction between two risks if the
occurrence of the upstream risk may trigger the occurrence of the downstream risk. For instance, a
delay of a task may involve a delay for its successors, an over cost for the project, a motivation issue
for the resources.

The risk list is an input of the risk interaction identification process. However, one interesting result is
that the risk interaction identification sometimes enables to update the risk identification, which is then
simultaneously an input and an output of the interactions identification. In order to be more useful, this
matrix needs to be transformed into a numerical one to catch the strength of risk interactions. This is
the object of next paragraph.




4.3. The risk interactions assessment process

Probability assessment relies upon classical experience and expert judgment methodologies.
However,the distinction is made between the probability to be triggered by another risk inside the
network and the probability caused by external events or risks which are outside the system. Risks
may occur because of one or multiple causes included in the risk list; this is what we call Transition
Probability (TP). They may also occur for other reasons, not included in our model; this is what we
call Spontaneous Probability (SP). Classical models mainly focus on SP.

A numerical structure matrix, called Risk Numerical Matrix (RNM) is introduced in order to provide
more detailed information than the RSM about the risk network for assisting decision-making. Two
ways for estimation can be used: direct assessment and relative assessment. Direct assessment is made
for each potential interaction by one or more experts using their experience and/or expertise. Relative
assessment consists in comparing the causes (or the effects) of a single risk which has multiple
interactions.

The RNM thus permits to synthesize the existence and strength of local precedence relationships
between risks as it combines the cause-oriented vision and the consequence-oriented vision of an
interaction. Combining these two visions is helpful to avoid any bias or misevaluation which can
happen when looking at the problem with single vision. In the risk network model, numerical value of
cause-effect interactions in RNM can also be interpreted as the transition probability between risks.
For example, if the element RNM(4,3) is equal to 0.25, then it means that the probability of risk R4
originating from risk Rs is 25% under the condition that R; is activated.

The identification and assessment of risks and risk interactions enable to build the project risk
network. This network is displayed as a matrix and may be very complex, as each risk could cause
multiple subsequent risks and can also be triggered by multiple risks. There exist different paths from
one node to another, either direct paths or via multiple intermediary nodes. Assessment of individual
interactions enables to analyse more global phenomena, like reaction chains or loops. This is the
object of the next section.

5. The analysis of project vulnerability due to complexity

This section introduces the concept of project vulnerability,which is basically a gap between the
potential risks and the capacity of the project to cope with them. This involves first
definingvulnerability, then identifying and assessing internal weaknesses of the project and finally
identifying and assessing potential phenomena that could affect negatively the project. This paper
focuses on phenomena involved by complexity. This is therefore a particular case of project
vulnerability which is addressed here.

5.1. The vulnerability diagnosis

As recent works or communications state it (Zhang 2007), the concept of vulnerability appears to be
promising for efficient risk management, notably within the context of project management. Indeed, it
enables to have a more systems-oriented vision than the traditional cindynics approach. This one
focuses only on the evaluation of risks, instead of focusing on the weaknesses of a system facing these
risks. We aim at developing the concept of project vulnerability with a systems thinking based view in
order to highlight the potentially endangered elements of a project, including its processes, its
organization and its outcomes.




After a broad state of the art in many scientific domains, including notably health, climatology,
sustainable development,industrial engineering and project management, the following definition of
project vulnerability has been proposed: “the characteristic of a project which makes it susceptible to
be subject to negative events and, if occurring, which makes it non capable to cope with them, which
may in the end allow them to degrade the project values” (Vidal and Marle2010). This permits to
concentrate also on the existing weaknesses of a project system which may create potential damages
regarding the project values creation. By focusing on this system, response plans may be more adapted
to the existing current lacks of the project, and not only to potential future dangers.

As a whole, project performance degradation is the consequence of two coexistences. The first one
conditions the apparition of vulnerability: coexistence of susceptibility to be subject to negative events
and incapacity to cope with them if occurring. The second one is the temporal coincidence of a
triggering event and a vulnerable ground for a risk to occur and to degrade the processes of values
creation during the project. To summarize, the more there are potential risks and internal weaknesses,
the more vulnerable the project is to these risks. It can then be comparable in terms of vulnerability to
be in a dangerous context but with a skilled and mature organization or in a less dangerous context but
with an inexperimented and not well organized structure. The aim of the next paragraph is to focus on
the project system weaknesses and thus on the identification, evaluation and management of non-
capabilities in terms of project maturity.

5.2. The internal weaknesses: focus on project maturity

The models that have received the greatest attention in the research literature are project management
maturity models : Capability Maturity Model Integration (SEI, 2006), Berkeley PM Process Maturity
Model (Kwak & Ibbs, 2000), PM Solutions Project Management Maturity Model (Crawford, 2002),
Organizational Project Management Maturity Model (Project Management Institute, 2003), Portfolio,
Programme & Project Management Maturity Model (Office of Government Commerce, 2006) and
Project Management Maturity Model (Kerzner, 2000).In general, the models measure progress along
five well-defined stages, ranging from the most basic project management abilities to highly
sophisticated project management practices and culture. They differ from one another in terms of
covered scope. As well, they are designed to identify areas upon which improvement efforts should
focus. However, they have been designed for long-term and organizational-level improvements, rather
than short-term and project-level actions. We decided to focus on project maturity instead of project
management or project organization maturity.

Andersen and Jessen (2003) define maturity as “a state where the organization is in a perfect condition
to achieve its objectives. Project maturity would then mean that the organization is perfectly
conditioned to deal with its project”. For Kerzner (2000), “maturity in project management is the
development of systems and processes that are repetitive in nature and provide a high probability that
each project will be a success”. According to Gonzalez and co-workers, aproject is mature when
“processes which compose it are controlled and continuously improved during the project life cycle in
order to allow achieving its objectives” (Gonzalez Ramirez et al. 2008).

Our project maturity model adopts a two dimensional framework. Both of the dimensions are based on
accepted standards (the PMBOK and the previously introduced maturity models). The first dimension
reflects the different stages of the project lifecycle. The second dimension adopts the structure of the
PMTI’s nine knowledge areas (PMI, 2008), but may be organized in more or less key areas depending
on the specific context of the company. Each area may be decomposed into key processes based on
specific capabilities and needsof each project.
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The evaluation process is based on the SCAMPI method (SEI, 2006). The Standard CMMI Appraisal
Method for Process Improvement (SCAMPI) is the official SEI method to provide benchmark-quality
ratings relative to CMMI models. SCAMPI appraisals are used to identify strengths and weaknesses of
current processes, reveal development/acquisition risks, and determine capability and maturity level
ratings. A questionnaire has been built for each key area and contains questions that are related to the
maturity goals and process issues described at each level. They help to determine to what extent the
project has mechanisms in place to achieve these goals and to solve maturity issues. Questions are
designed and customized to the project to reflect the type of work actually carried out by the
organization. Quantifying what managers understand about project management principles and
determining which methods are currently used on projects may lead to improvements in management
efficiency.

The project office aims at providing projects with performant and up-to-date processes, methods and
tools, including documentation, training and coaching activities. The assessment of project maturity
may show some lacks, whether in definition of adequate processes, methods and tools by the project
office or in implementation by the projects of these elements. This is why maturity is simultaneously
assessed by project members and by project office members. The first use of maturity assessment is
then to act directly on the project, in order to make it more capable to cope with potential risks. The
second use of maturity assessment is to continuously improve the processes, methods, tools and
documents provided by the project office, which is similar to existing project management maturity
models.After the assessment phase, there are therefore four possible cases:

e Case 1: the process is not mature enough in both its definition and its implementation. This is
the most vulnerable situation, since potential dangers will have more chance to affect
negatively the project.

e Case 2: the process is not mature enough in its definition. What is implemented corresponds to
what is recommended by the project office, but is not enough. There is here a high level of
vulnerability, since the company itself may be not mature enough to provide projects with
adequate processes, methods and tools in order to face the risks that may occur. In some cases,
a project may be more mature, since an innovation has been made by its members. Then, it is
up to the project office to capture this positive experience and to propagate it to other projects.

e Case 3: the process is not mature enough in its implementation, not in its definition. The effort
should be focused on implementation, including convincing project managers and members,
training and coaching, in order to be less vulnerable. The vulnerability is high for the project
but less at the organizational level. The organization is capable, but the transmission to each
project should be more efficient.

e Case 4: the process is mature enough in both its definition and its implementation. A
continous improvement is always useful, but this is the lowest vulnerable situation.

The action plan has to be decided and implemented depending on the risks that the project may face
and the will of the organization to put priority on an aspect rather than others. There must be first an
analysis of the potential risks the project may have to deal with, which is the object of the next
paragraph.




5.3. The potential attacks due to complexity: dynamic analysis of potential
propagation through the complex project risk network

In the context of project management, it is too difficult, costly and impractical to carry out physical
studies on the project itself. Namely, continuously repeating projects as experiments in reality is
unfeasible. Therefore, in our research on project risk management, we model and analyse risk network
through discrete event simulation with the Arena software. The risk network model is introduced in
the software to calculate propagation through 10000 simulated iterations. Risk probability can be re-
evaluated and expressed as statistical risk frequency in simulation. Simulated frequency represents the
average occurrence of the risk during the project, which may be greater than 1 because of loops.The
simulation model can also be used to anticipate the consequences of one particular risk or a certain
scenario. We simulate the scenario by setting the appointed spontaneous probability of related risks,
and then all the potential consequences of this scenario can be observed after simulation. For example,
if we assign 100% spontaneous probability to one risk while all the other risks have the value of 0%,
then the simulation demonstrates both its direct and indirect impacts on other risks in the
network.Besides probability and gravity, criticality is another important indicator for analyzing and
prioritizing risks. It is generally a combination of probability and gravity, or is simply defined as the
product of them in many classical methods.The prioritization results based on the re-evaluated
indicators provide project manager with a new understanding of risks and their relative severity in the
project. The shift of risk prioritization also influences the planning of mitigation actions.

The results can then provide project managers with new insight on risks and their relations (Fang et al.
2010). Some risks may have a different place in the ranking, in terms of probability or criticality. This
is due to their position in the network, and not only to their individual assessment. For instance,
accumulation risks may have a higher ranking after simulation, mainly because they have lots of direct
and indirect causes. On the contrary, source risks may be considered as important in the initial
estimation, but not so much after simulation. In terms of criticality, the simulated value takes into
account the global consequences of a risk, direct and indirect. This means that some risks may have
many consequences and then have to be considered as more important than with the initial ranking. On
the contrary, some have a more local impact. All these information assist decision-makers to plan risk
mitigation actions. As estimations and rankings change, the priority and then the mitigation actions
will change.

As a conclusion of this section, it is to be recalled that the same complex risk network will not involve
the same consequences depending on the maturity of the organisation and of its managers and experts.
That means that complexity is not in itself a problem, and that we should analyze the gap between the
complexity level and the capacity of the project organization to deal with it, including anticipation and
coordination. This gap is defined as the vulnerability of the project due to existence of complexity.

6. The mitigationactions

This section combines classical risk mitigation strategies with new ones which are specific to the issue
of complexity. Classical mitigation actions are avoidance, mitigation (reduction of probability and/or
gravity), transfer and acceptance. Facing the complexity of risk interactions, four additional strategies
may be adopted: improving the process maturity, changing the actors and/or the organization to adapt
it to the current complexity, and reducing the complexity to make the project more able to cope with it.
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6.1. Actions on the project processes

This type of action consists of increasing maturity in a plan-do-check-act wheel, in a classical
continuous improvement process. The main contribution is to reduce the internal weaknesses of the
project management system (section 5.2), which reduces the vulnerability (section 5.1) of the project
to phenomena induced by complexity (section 5.3). More details are available in (Gonzalez Ramirez
2009), but the basic short term action is to implement correctly what is provided by the project office,
or to simultaneously develop and implement something which was missing or very unmature. This gap
between current and required maturity levels in a specific area will have more or less consequences
depending on the level of exposure to dangers related to this area. The more dangers there are, the
higher the required maturity is, and so the higher the priority to invest in maturity improvement is.

6.2. Actions on the project organization

The organization breakdown structure determines the interfaces within and between smaller groups. If
this organization is not in line with the reality of complexity and complex interfaces between project
actors (risk owners), then the capacity of communication and coordination is decreased and
vulnerability is increased.

Existing techniques for breaking down risk lists are mainly mono-criteria, since project risks are
usually grouped by their nature (financial, technical, etc...), by their criticality value (low, high, etc...)
or by their ownership. The risk owners are responsible for the occurrence and/or for the consequence
of a risk within the project organisation. Whatever the criterion used for the decomposition of an
initial risk list, and whatever the rigour and detail level used, there will always be interactions between
risks which do not belong to the same cluster. Our aim here is to propose a methodology which will
minimize the amount of interactions which are left outside the formed clusters, which is equivalent to
maximising the amount of interactions inside clusters.

The problem of reforming teams inside a project organization considering interactions between risks
can be formulated as a clustering problem applied on the Risk Numerical Matrix. A clustering
approach for this specific problem has already been introduced (Marle and Vidal, 2008). Clustering
risks in order to maximise intra-cluster global interactions value allows for facilitating the
coordination of risk analysis and response planning activities, as it underlines the need for cooperation
and transversal communication within the project team.

6.3. Actions on the project actors

The actors assigned to nodes (risks) of a graph are in a more or less complex context, since they are
directly or indirectly involved in more or less interfaces. That means that an actor may be assigned or
reassigned, not only depending on classical factors such as skills or motivation, but also on her
capacity to manage complexity, that is to say to manage numerous interfaces with heterogeneous risks.
The identification of actors who are in such a context is detailed in (Marle and Le Cardinal 2010). The
main contribution is to identify complementary requirements of an actor’s assignment depending on
her position in the network. If the risk that is managed by the actor is a source, or a transition or an
accumulation risk, then the characteristics of the actor should be slightly different.

Another action is to assign some actors to manage the clusters previously formed in section 6.2. For
each cluster, all the risk owners who are present in it should initiate discussions during a first meeting
and then nominate/vote for the future Risk Cluster Owner (RCO). The RCO will be accountable for
facilitating coordination between the interrelated risks and for anticipating the potential behaviour of
this part of the risk network.
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Two criteria for this RCO selection are the transversal vision on the project and a sufficient level of
authority. This implies that a shift should be operated in the skills of the RCOs. Such project members
should indeed show great adaptability since they need to manage heterogeneity inside the cluster(s)
they are in charge of. They must have not only technical or project-related skills, but also the
capability to manage inter-personal situations with members who have different backgrounds and
different goals (Zika-Viktorsson 2005).

Finally, a last action consists of reassigning the same owner to several interrelated risks, instead of
having several different actors. The basic assumption is to consider that it will be easier for a single
actor to consider interactions, potential propagation and then to make coordinated decisions on several
risks if she is owner of the whole. Of course, it strongly depends on the nature of the risks and on the
skills of the actor, but in some cases, it can bring locally less coordination difficulty in some dense
parts of the risk network.

6.4. Actions on the project complexity

In classical methods, actions are decided on risks having the highest ranking or priority, often in terms
of criticality. These actions can be for instance communicating, training, buying additional or better
material resources, choosing a supplier, or increasing the number of tests.

Based on the analysis of the risk network and the induced project vulnerability, we get risk re-
evaluation and new prioritization results, which means that a new mitigation action plan can be
developed. The new actions include: (1) classical mitigation actions, but applied to risks with re-
evaluated values and rankings; (2) non-classical mitigation actions, which mitigate propagation
occurrence, instead of mitigating risk occurrence. Strategies for mitigating risks in different categories
are likely to be different. In addition to the scope of local target on one or several specific risks,
mitigation actions could also be proposed to achieve global effects on the risk network.

In the simulation model, different kinds of mitigation actions can be tested by changing the value of
the parameters, so that the effects on a part of or on the global risk network can be observed. For a
particular risk, classical mitigation action is conducted by giving risk a lower spontaneous probability
without considering its interactions with other risks. A complementary preventive action is to cut off
the input links or to reduce the transition probability values. This strategy is compatible with
accumulation or transition risks. Instead of acting on a risk, the action focuses on the sources of this
risk. For instance, the choice of suppliers or the communication plan are potential sources of many
risks in a project, so paying enough attention to these points at the beginning of the project may help
avoid many risks arising. Blocking the output links can be regarded as the action of confining its
further propagation in the network. This is well adapted to source and transition risks. Instead of acting
on the risk, the action focuses on its consequences. We do not avoid this risk, but we implement an
action to avoid its propagation and amplification to the rest of the project.

Finally, the main innovation here is to act also on interactions, not only on risks. The mitigation
actions can be identified using the structure of the network and the results of the propagation analysis.
Breaking some links between risks may be more effective than trying to avoid some risks.
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7. Application to an industrial project

The industrial background of this study is a large project, which consists in building the infrastructure
and associated systems of the future tramway of a city with a population of 750 000. The lead
company is a designer and manufacturer of trains, which recently extended its scope by proposing
“turn key” projects, including not only the trains, but also the complete infrastructure around the
trains. This project thus comprises:

. The construction of a depot to stock trains and to execute their control and maintenance,

. The installation of tracks throughout the city, over land with many steep slopes,

. The delivery of the corresponding trains, including redesign activities if the current version
does not fit with city’s specific requirements,

. The establishment of a traffic signalling operating system, which gives priority to the tramway

S0 as to guarantee travel time performance levels.

7.1. Gathering the basic data

A project risk management process was implemented and led to the existence of a list of 42
risksclassified according to six risk classes (risk nature): contractual, financial, technical, project
management, stakeholder management and country. Risk ownership in terms of responsibility is
shared by 12 actors in the project. Basic characteristics have been assessed (Table 1), including
spontaneous probability, gravity and then criticality and criticality ranking (for prioritization).

When performing the risk interaction identification, new risks appeared, for two reasons. Some were a
consequence or cause of other risks already present in the initial list; others were seen as intermediary
risks which were useful to explain the link between two or more existing risks which were present in
the initial list. As a whole, 14 new risks were identified (see Table 1), which represents an increase of
nearly 32% in the number of identified risks. Finally, this step raises the issue of risk formulation as in
Lough et al. (2009), as they were not initially formulated in a standard way, which made it more
difficult to identify some interactions.

Please insert Table 1

The assessment of the existing risk interactions was then performed on a 10-level Likert scale, due to
the high expertise of interviewees. Six of the risks which were present in the initial list (R, Rg, Ry,
Ris, Ras and Ri4) were considered as poorly interrelated with others and possibly negligible for this
study. Some difficulties while performing the assessment were encountered. In particular, this step
requires the participation of several experts involved in the project since it necessitates a very wide
overview of the project elements and stakes. In the end, the RNM was obtained.

7.2. Analyzing the potential complexity-induced phenomena and the lacks of maturity

The internal weaknesses have been restricted to the detection of maturity lacks in the existing key
areas which are specific to this project. The following processes have been identified and then
assessed, both in terms of adequate definition by the project office and adequate implementation by
the project : Cost management; External Stakeholders management; Financial management; Internal
Stakeholders management; Law; Procurement management; Quality Management; Risk Management;
Scope management; Technical : Safety; Technical : Security; Technical : Track installation; Technical:
Train design; Time management.
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The three following values have been compared: the current process maturity, the potential process
maturity (if all existing methods, tools and documentation provided by the project office were
implemented) and the required process maturity, which depends on the relative priority given by the
company in this project. For a given area, the current and required values are related to the specific
context of each project. The figure 2 shows the results of the maturity assessment, with the expression
of the gap between Current Maturity and Potential Maturity (CM-PM) and the gap between Current
Maturity and Required Maturity (CM-RM).

Please insert Figure 2

This gives precious information on the weakest points of the project. We also know whether it is
possible to react quickly or not, by an effort of implementation of existing available practices provided
by the project office. When the lack of maturity is not due to unadequate implementation, then it is
potentially more dangerous, since improvement will not be so easy and on a short-term scale. For
instance, processes like “Law management”, “Risk management” and “Security management” have
been emphasized as strong weaknesses of the current project. The “Time management” and
stakeholders management, including internal, external and specifically subcontractors and suppliers
(procurement), have also been underlined as weaknesses that may put the project in danger. This is
mainly due to the history of the company, which was a designer and manufacturer of train, and not a
civil engineering company. It was therefore not used to manage numerous subcontractors and
suppliers for work which is not related to the train, but to the infrastructure. Even the time
management process is not exactly the same for new product development projects and engineering
contractual projects, even if both are run under pressure. The second part of the diagnosis is then to
analyze whether some specific and today undetected phenomena could occur in the project,
aggravating existing risks or occurring in areas where the project is not able to cope with them.

As shown in figure 3, some risks appear to be high accumulation risks (or absorbers), notably the
budget-related ones in terms of “profit return” (Rs3), “rejection of extension of time” (Rs;) and
“liquidated damages” (R,). These need considerable attention, since many paths in the risk network
are likely to lead to them. On the contrary, some risks engender many paths in the risk network, like
“Civil Work Delay” (Ryg). They may be the original cause of numerous undesired effects, also called
multipliers(Eckert et al. 2004). Some are simultaneously multipliers and absorbers, like “travel time
performance” (Ryp) or “risk on certification” (Rsg).

Please insert figure 3

The difference between initial spontaneous probability and simulated frequency (Table 2) shows the
underestimation of some risks due to their position in the network and the neglectance of this
complexity in classical methods. After simulation, some risks have been upgraded in terms of
criticality ranking (column “ranking gap” in table 2). Moreover, some paths have been detected as
possible amplifying reaction chains, starting from an initial technical event with low gravity “civil
work delay” (Ryg) and finishing with a financial event with high gravity “return profit decrease” (Ry3).
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This is the length and the heterogeneity of the paths that makes them all the more difficult to detect
and manage.

Please insert table 2

Combining the two previous analyses, a vulnerability diagnosis has been made for this project,
enabling managers to focus on the combination of complexity-induced risks and maturity weaknesses.
Three main following vulnerabilities have been detected.

The management of Civil Work with new internal and external resources and stakeholders, and
a contract based on delay penalties. This is a world that was quite new for the train company, and it
hired highly experimented and skilled people from civil engineering companies. But, the maturity of a
company is not increasing so fast, and many issues could arise in this specific part of the project,
including difficulties to manage deadlines, to manage technical issues, to manage contracts and to
manage people.

The interaction with local stakeholders, including the city, the state, the banks, the electricity
company, the civil engineering subcontractors, the raw materials suppliers. In fact, the shareolder
agreement for future city concession during the operations and maintenance phase consists of different
national stakeholders and the train company. That means that, in some cases, one national stakeholder
could be the source of a problem, but then the train company will have difficulty to reach the assigned
objectives. Then, the city will not validate the next milestone and the train company will have
penalties or even threats by the national banks to stop financing the project.

The building of the maintenance depot, which serves as a storage place for the trains. This
requires havingsimultaneously tracks installed and energized, trains developed, manufactured and
delivered and depot infrastructure built. The vulnerability is then on the synchronization of three
elements of different natures, since a problem on one of these elements could have directly strong
direct and indirect consequences. The direct consequence is a delivery delay in the next project
milestone, involving penalties. The indirect consequence is to have the risk of vandalism if the depot is
ready but not the trains, and to have to store in an alternative place and with overcosts the trains if they
are ready but not the depot. The last part of the problem is to have the depot and the trains, but not the
tracks because of installation problems (the machine that has been specially designed for track
installation) or energization problems (with the local electricity company).

It has to be noted that some vulnerabilities have been emphasized because of simultaneous existence
of a particular risk (heterogeneous reaction chain, amplifying the initial phenomenon into a last
phenomenon of another nature)and a maturity lack in this domain. For instance, the train development,
which is not a neglectible part of the project, has been assessed as enough mature and so less risky,
except for the final delivery of trains, tracks and depot which should be synchronized.
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7.3. Determining a response plan to mitigate the project vulnerability due to
complexity

Some actions have been proposed based on the previous analyses and vulnerability diagnosis.

The maturity improvement of vulnerable processes. The processes identified before as unmature
and potentially attacked by related phenomena have been highlighted as priorities of improvement.
First of all, the “Security” aspects were addressed because of their emergency. This is a process that
influences the construction phase of the project. The “Law” process has been seen as a priority for this
project, in order to adapt to local changes, but has been identified at the company-level as a priority for
future pre-project analyzes. This is more a long-term organizational improvement. Similarly, for the
“Risk management” and “Time management” processes, short-term actions have been conducted,
including the study described in this paper, in order to better understand the potential causes and
effects of undesirables events, particularly focused on the delivery time consequence. This is mainly
due to the structure of the project, where everything is transformed into time and then cost parameters
because of the penalty based contract. Simultaneously, long-term actions have been studied, in order
to improve the maturity of the organization for future projects.

The clustering of risks considering their interactions. A reshuffled organization has been proposed
using the clustering algorithm on risks (Figure 3 and Table 1). The risk clusters determine human
groups because of the ownership assignment of actors to risks. The proposed clusters are slightly
different than the current structure in six classes or twelve ownerships (Table 1). Namely, there are
approximately 30 % of the risks which are grouped together in both structures. This means that
interactions are mainly between risks of different natures. It enables better communication between
people, since it does not seek the identification of ownership, responsibility and/or accountability, but
the identification of risk interdependencies.

Another interesting point is to compare the different clustering approaches. In this case, risks were
clustered according to their interactions (CBI), according to their initial risk owner (CBO) and
according to their class (CBC). When comparing these different alternatives, it can be said that
clustering by interactions leads to an important improvement regarding the consideration of
interactions (as shown in figure 4). Indeed, the intra-cluster value of CBI is increased by 32% when
comparing with CBC and by 61% when comparing with CBO. Moreover, this increase is all the more
noticeable given that some risks are left outside clusters in the case of CBI, meaning that the formed
clusters are denser. In terms of value, CBI is as balanced as CBO (standard deviation of clusters value)
but with a double mean value. At the same time, CBI is close to CBC in terms of mean value, but with
a standard deviation which is much lower. In terms of cluster size, CBI has far smaller clusters than
CBC with a more balanced structure.

Please insert Figure4

The obtained clusters seem to be quite consistent with the fieldwork, as they form groups of risks
which seem to be relevant in the task of assisting project risk management. Cluster Cg and C,, for
instance, group possible chain reactions which could imply delays (respectively for permits and
authorizations, train delivery, depot construction and track installation) and then impact on the final
performance indicator which is the profit (in C;). The delivery of this part of the project requires
simultaneously three things: the depot, the tracks and the trains. If one of these is late, then there is a
problem with associated damages.
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The interesting thing is to mix different risks, respectively design-related risks in cluster Cg and
construction-related risks in cluster Cy, in order to show their combined influence on a final issue (the
depot with the trains on the tracks). The influence of a wrong interface rail / wheel on the redesign of
the train and then on the right delivery of the depot including the trains is a link between train design
and contractual delivery. The influence of the performance of the track installation machine (which is
an internal design) on this contractual intermediary milestone is also noticeable. Finally, a chain
starting from a civil work-related risk (R4 “error in the topography”) and connecting to contractual-
related risks (R, “Operating certificate delay” and Rjo “Travel time performance”) through design-
related risks (Rs “Traction/braking function” and Rys “Train performance”) is another example of
heterogeneous propagation chains that is of our interest.This appears to be all the more interesting
since such chain reactions were not previously highlighted and managed during the project. For
instance, there were no discussions between actors 1, 2, 3, 4, 5 and 8, respectively owners of risks of
cluster C,. In retrospect, this interface should have been particularly highlighted, since three different
natures of risks involve the same conclusion, which is a failure in an intermediary delivery milestone.
Similarly, actors 1, 4 and 9 are encouraged to communicate together about their potential risk
interactions. This includes also the link between clusters Cg and C,, for a global understanding of this
problem, but with only two clusters with several common actors. With one or two clusters, we are able
to group people linked by complex and currently unmanaged potential reaction chains. This analysis
helped us to identify possible mitigation actions on actors’assignments and on risk network
complexity.

The assignment of risk cluster owners. The assignment of one of the individual risk owners to the
ownership of the global cluster was proposed in some cases. Indeed, this is not mandatory since the
aim is not to add managerial complexity but to assist the coordination in some specific cases.
Secondly, it is related to the structure of the cluster, depending on its size, diversity and number of
different actors. If a cluster of 8 risks is represented by only two actors, then the situation is different
than in a cluster of 5 risks with 5 different actors. Clusters C;, C4, Cs and Cg are composed of risks
involved in key potential reaction chains, with lots of difficulties to manage them properly because of
heterogeneity of risk classes and risk owners. The owner of C; was actor 2, since he managed the most
important and absorbers risks related to damages and final profit. Actor 2 has been also assigned to Cy,
since it was mainly a Civil Work related cluster. It is to be noted that this is a coincidence that the
same actor was simultaneously assigned to contractual and financial parameters on the one side and to
civil work (but then contractual) parameters on the other side. Actor 4 was assigned to Cs, since she
managed several critical risks. Finally, cluster Cg has been assigned to actor 1, since the productrelated
risks are dominant, even if the track installation related risks are also present.

The reassignment of some risk owners to different risks than their current assignment. Indeed,
some of them are currently assigned to several independent risks, meaning that they have to work in
parallel on several potential propagation paths, or that they have to be included in several clusters.In
this case, some owners were proposed, depending on their skills and accountability in the project, to
swap some of their risk ownerships. Secondly, the project management team initially thought that
actors 2 and 4were in the most critical situation, because of the number and importance of their
assignments. This analysis gave them new information:

. Actor 8 may strongly impact the project, far more than the initial assignments.

. Actors 3, 5 and 6 are assigned to totally independent risks, which means that they have to
manage interactions only with other actors. In this project, only one assignment change was
proposeddue to the position in the network and the potential lack of capacity to manage this
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complexity, consisting of replacing actor 8 by actor 2 for ownership of risk Rig. The decision was not
easy to implement, but it has been considered as a positive and necessary change.

The complexity reduction actions. Some mitigation actions are devised and tested in the risk network
model by simulation. Table 2 compares their effects on the global risk network, i.e., the reduction
obtained on the simulated frequency of all the risks after the action is conducted. Three are classical
mitigation actions using the initial criticality value. Actions 1, 2 and 3 are respectively the probability
mitigation of risks Rs, Ryg and Ryo. Actions 4, 5 and 6 are refined mitigation actions, using the refined
values of risks and their position in the network. They act on different risks (Rig, Ra7, Ryg instead of R,
R2e and Ryo) and with a different mitigation strategy (acting simultaneously on occurrence of risks and
transitions between risks). First results show that the combination of classical actions (called plan 1 in
table 2) is not so efficient than the combination of innovative actions (plan 2).

8. Conclusions and further works

This proposal of a Project Risk Interactions Management process is complementary to the existing
Project Risk Management process, not in replacement. It just introduces a change of paradigm, for
instance to cluster risks according their interactions and not for their similarity-dissimilarity in terms
of nature or criticality. It is also an extension of scope for cause-effect analysis, since long-term chains
or loops are developed.Our objective is the improvement of coordination through the better
recognition and handling of risks interactions. Our works and case study have shown possible
significant improvements regarding this specific objective. They also underline the need for a shift in
the way project risk management should be approached.

A vulnerability diagnosis based on assessment of internal weaknesses and potential phenomena due to
complex interactions is proposed. Lacks of maturity on key processes are to be analyzed, in order to
determine whether the project is able or not to deal with potential risks related to these processes.
Through the simulation experiments, we can anticipate the potential consequences of risks, and get the
refined evaluation of risk characteristics, such as simulated risk frequency and risk criticality. It is then
possible to prioritise risks based on these refined characteristic values. Some risks are underestimated
because classical methods do not properly take into account risk interactions and possible propagation
phenomena. Grouping risks in clusters which maximise the values of risk interactions within them
appears to be a promising approach to handle project risks and their interactions. Indeed, such clusters
are generally assigned to project team members. Each person in charge of a cluster can thus manage
risks which are closely related in terms of possible causes or consequences.

There are some limitations and potential extensions of this model. In this study, we assume that the
identified risk interactions are independent. However, sometimes the effect of an interaction is
influenced by other related interactions. To address this limitation, more identification work about
cross-impact between risk interactions by experts and decision-makers is required. In future works,
more parameters like cost of actions will be included, thus the mitigation plan can be optimized under
constraints. Risks with positive effects in the network will be considered by introducing negative risk
gravity and negative values in the risk numerical matrix. In addition, risk lifecycles should be
registered, so that outdated risks will be deleted in the network structure during the monitoring and
control phase.
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Table 1Risk values and classifications, including proposed clusters

Initial values (before simulation)

Initial

Initial

Initial classifications

Refined
classification

Spont. Prob.  Gravity Criticality Ranking Risk owner Risk Mature Cluster
Risk Id  Risk name SP G IC IR RO N C
1 Safety studies 0,001 1 0,00 53 1 Technical
2 Liquidated damages on intermadiate milestone and 0,308 8 2,47 a 2 Contractual 1
delay of Progress Payment Threshold
3 Vehicle storage in another city 0,381 5 1,90 5 i Contractual 4
4 Vandalism on site 0.001 3 0,00 A2 3 Contractual
] Traction/braking function : behaviour in degraded 0.086 2 0,17 27 1 Technical 6
maode on slope
6 New local laws and regulations 0.001 3 0,00 A0 1 Contractual 5
T Traffic signalling. priority at intersections 0.263 5 1,31 10 4 Contractual 5
8 Unclear Interface with the Client, for Infrastructure 0,001 2 0,00 A8 5 Contractual
equipment
9 Delays due to client late decisions 0,381 1 0,38 25 5 Contractual 3
10 Travel Time performance 0,001 3 0,00 A3 4 Technical 1
11 Limited Force majeure definition 0.001 a 0,00 39 2 Contractual
12 Operating certificate delay 0,381 a 1,52 6 2 Contractual 5
13 Reliability & availability targets 0,086 3 0,26 24 4 Technical 5
14 Permits & authorisations 0,381 2 0,76 15 2 Contractual 3
15 Insurance deductibles 0.001 3 0,00 a4 6 Financial
16 Archeological findings 0,381 3 1,14 11 2 Contractual 4
17 Discrepancies Client / Operator / Concessionaire 0,086 5 0,43 20 7 Contractual 3
18 Civil Work delay & continuity 0.381 a 1,52 g 8 Contractual a
19 Responsibility of client on Civil Work delay 0,381 2 0,76 16 2 Contractual 4
20 On board CCTV scope 0,210 1 0,21 37 g Technical 7
pal MNoise & vibration attenuation 0.086 6 0,52 18 a Technical a
22 Paotential risks of claim from Civil Work 0.210 5 1,05 12 2 Contractual 2
subcontractor
23 Harmonics level 0.001 2 0,00 a9 5 Technical
24 MNon compliance contractual Rolling Stock 0.001 6 0,01 29 1 Technical
25 Mon compliance technical specifications Rolling 0,086 4 0,35 23 i Contractual 8
Stock
26 Exchange risk on suppliers 0.001 3 0,00 A5 6 Financial
27 Track installation machine performance 0,086 2 0,17 33 10 Client/Partner/Subcontr 1
actor
28 Tax risk on onshore 0.001 2 0,00 50 6 Financial
29 Additional poles overcost for Tramway Company 0,381 4 1,52 7 5 Contractual 5
30 Overcost due to Security requirements for trains 0.210 a 0,84 14 a Technical 5
KAl Track insulation 0.001 1 0,00 56 g Technical a2
32 Delay for energising 0,086 2 0,17 32 5 Project management, 4
Construction site
33 Fare collection requirements 0.210 3 0,63 21 7 Contractual 3
34 Construction safety interfaces 0,001 1 0,00 54 3 Technical
35 Electromagnetic interferences 0.001 2 0,00 A6 a Technical 5
36 Exchange risk 0.001 2 0,00 51 6 Financial
ar Risk of partial rejection of our request for EOT 0,381 7 2,67 2 2 Contractual 1
(Extension Of Time)
38 Interface rail / wheel 0.086 2 0,17 31 4 Technical a
39 Risk on Certification of our equipement 0,001 2 0,00 52 11 Country 5
40 OCS installation 0,308 5 1,54 g 3 Project management, 7
Construction site
ES Banks stop financing the project 0,308 3 0,92 13 2 Contractual 1
42 Costs of modifications not covered by EOT 0,001 4 0,00 38 2 Contractual 1
agreement
43 Return profit decrease 0,381 8 3,05 1 2 Financial 1
44 Extra trains 0.001 6 0,01 30 a Contractual 1
45 Pedestrian zones 0.086 2 0,17 a7 4 Technical
46 Train performance 0,210 2 0,42 28 i Technical 6
47 Waiting time at stations 0,381 1 0,38 36 4 Contractual 1
48 Depot delay 0.001 2 0,00 17 3 Technical a
49 Error in the Survey (topography) 0,308 1 0,31 55 4 Technical 6
a0 Ticketing design delays 0,308 1 0,31 26 7 Contractual 3
51 Track installation delay 0,381 2 0,76 22 3 Technical a
52 Reengineering / Redesign 0.210 2 0,42 19 4 Technical 5
53 Slabs pouring delay 0,210 1 0,21 35 3 Technical 4
54 Initial specifications of CW {Civil Waork) 0,381 1 0,38 34 3 Technical 2
55 Available cash flow decrease 0,381 7 2,67 3 2 Financial 1
56 Rolling stock delivery delay 0,086 1 0,09 A1 i Technical 8
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Key area EM PM CM Gap CM-PM Gap CM-EM
Law 5 2 2 0 -3
Risk Management 4 1 1 0 -3
Technical : Security 5 2 2 0 -3
External Stakeholders management 4 2 2 0 -2
Internal Stakehaolders management 4 3 2 -1 -2
Procurement management 4 3 2 -1 -2
Time management 5 4 3 -1 -2
Cost management 4 5 3 -2 -1
Financial management 3 2 2 0 -1
Technical : Safety 5 4 4 0 -1
Technical - Track installation 4 3 3 0 -1
Quality Managerment 4 5 4 -1 0
Scope management 5 5 5 0 0
Technical : Train design 4 5 5 0 1

Figure 2. Project Maturity Assessment
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Sources of nsks - Not a chister

Teolated risks

Figure 3. Display of the risk network and proposed clusters

Tatal Intra-cluster % Intra-cluster Mean cluster Std dev cluster Mean cluster Stdev cluster  Mb of risks inside
value value value value size size clusters
Clustering by interactions (CBI) 250 26% Kl 33 5.50 312 44
Clustering by risk owner (CBO) 185 36% 14 27 5,09 3,96 56
Clustering by class (CBC) 189 44% 38 43 9.17 9,89 56

Figure 4. Comparison of clustering approaches

25



Table 2. Simulation Results with and without implementation of mitigation plan

Plan 1: Plan 2 :
) ) A1-AZ-A3 Ad-AB-AB
MNum. SP Sim Freq Ranking gap (fequency (frequency
reduction) reduction)
Risk Ild  Risk name

1 Safety studies 0.001 0,001 -1 0,000 0,000
2 Liguidated damages on intermadiate milestone and 0,308 3

delay of Progress Payment Threshold 1,737 0,025 0,534
3 Wehicle storage in another city 0,381 0,381 -2 0,295 0,000

Vandalism on site 0,001 0,001 -2 0,000 0,000
5 Traction/braking function : behaviour in degraded 0.086 -8

mode on slope 0,086 0,000 0,000
6 Mew local laws and regulations 0.001 0,001 -5 0,000 0,000
7 Traffic signalling. priority at intersections 0.263 0,263 -1 0,000 0,000
8 Unclear Interface with the Client, for Infrastructure 0,001 -1

equipment 0,001 0,000 0,000
9 Delays due to client late decisions 0.381 0,452 1 0,000 0,000
10 Travel Time performance 0,001 0,179 21 0,000 0,179
1 Limited Force majeure definition 0.001 0,001 -4 0,000 0,000
12 Operating cerificate delay 0.381 0,607 0 0,000 0,069
13 Reliability & availability targets 0,086 0,148 -2 0,000 0,062
14 Permits & authorisations 0,381 0,420 -3 0,000 0,000
15 Insurance deductibles 0,001 0,001 -2 0,000 0,000
16 Archeological findings 0,381 0,381 -1 0,000 0,000
17 Discrepancies Client / Operator / Concessionaire 0.086 0,172 a 0,000 0,000
18 Civil Work delay & continuity 0,381 0,655 3 0,000 0,655
19 Responsibility of client on Civil Work delay 0.381 0,381 -3 0,000 0,000
20 On board CCTV scope 0.210 0,210 7 0,000 0,000
21 Moise & vibration attenuation 0,086 0,086 -5 0,000 0,000
22 Potential risks of claim from Civil Work 0,210 2

subcontractor 0,297 0,000 0,000
23 Harmaonics level 0,001 0,001 -1 0,000 0,000
24 Mon compliance contractual Rolling Stock 0.001 0,001 -13 0,000 0,000
25 Maon compliance technical specifications Rolling 0.086 -4

Stock 0,093 0,000 0,000
26 Exchange risk on suppliers 0.001 0,001 -2 0,000 0,000
27 Track installation machine performance 0.086 0,086 -4 0,000 0,000
28 Tax risk on onshore 0,001 0,001 -1 0,000 0,000
29 Additional poles overcost for Tramway Company 0.381 0,381 -2 0,295 0,000
30 Owercost due to Security requirements for trains 0.210 0,210 -3 0,000 0,000
Kh| Track insulation 0,001 0,008 15 0,000 0,000
32 Delay for energising 0.086 0,087 -2 0,000 0,001
33 Fare collection requirements 0,210 0,210 0 0,000 0,000
34 Construction safety interfaces 0,001 0,001 -1 0,000 0,000
35 Electromagnetic interferences 0.001 0,001 -2 0,000 0,000
36 Exchange risk 0,001 0,001 -1 0,000 0,000
3T Risk of partial rejection of our request for EOT 0.381 -2

(Extension Of Time) 0,416 0,000 0,416
38 Interface rail / wheel 0,086 0,086 -5 0,000 0,000
39 Risk on Certification of our equipement 0.001 0,014 12 0,000 0,005
40 QOCS installation 0,308 0,326 1 0,222 0,000
41 Banks stop financing the project 0.308 0,308 -1 0,000 0,000
42 Costs of modifications not covered by EOT 0.001 0

agreement 0,037 0,000 0,036
43 Return profit decrease 0,381 1,422 -1 0,035 0,248
44 Extra trains 0.001 0,074 5 0,000 0,073
A5 Pedestrian zones 0,086 0,001 -6 0,000 0,000
46 Train performance 0,210 0,104 -5 0,000 0,000
47 Waiting time at stations 0.381 0,210 5 0,000 0,000
48 Depot delay 0.001 0,438 2 0,000 0,057
49 Error in the Survey (topography) 0,308 0,001 -1 0,000 0,000
50 Ticketing design delays 0.308 0,308 -2 0,000 0,000
51 Track installation delay 0.381 0,316 2 0,000 0,001
52 Reengineering / Redesign 0.210 0,506 6 0,062 0,002
63 Slabs pouring delay 0.210 0,267 6 0,000 0,057
54 Initial specifications of CW (Civil Waork) 0.381 0,210 2 0,000 0,000
a5 Available cash flow decrease 0,381 1,187 o 0,009 0,196
56 Ralling stock delivery delay 0.086 0,106 2 0,000 0,000
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