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1.0 News Items
1.1

Dates and locations for other 2006 PMI Global

Congresses are shown below.

North AmericaSeattle, Wash., USR1-24 October

Latin America Santiago, Chile 6-8 November

Editorial

This edition is on risk management. In generaligemanagers understand

Globlie need to take risk management seriously. Sorastithe tendency to be

complacent may arise, especially when the matesiadsequipment used in
the project are supposed to be reliable and derfumah leading edge
technology. However, one cannot afford to be ovedyfident as long as
the probability exists that something could go vgonhere are at least two
major failed projects in history that bear out thant.

In going back to history, we are confirming thatkrimanagement could
also be used as a “rear-view mirror” to enableouetiew the past in order
to prepare for the future. It is reasoned thateéhwbo cannot remember the
past are condemned to repeat it.

We summarise the incidents of the sinking of th&riic, and the initial
failure of the Denver International Airport projelbecause of its poorly
planned and executed automated baggage handlitegrsys

Next, we briefly discuss an example of traditioaat “best” practice risk
management, and tips to realistic and effectiv& nsanagement, and
PertMaster Risk Management Solution. The “besttfica discussed here
is a manual procedure and may not be efficient.wMyeld recommend the
use of PertMaster because it is a software packagfecould be used to
carry out a comprehensive analysis of the risk emsures effective risk
management.

Lastly, we have added a short article on the “UygdiaPiano”. It is culled
from a synopsis on a book written in the UK on I[Tojpcts
implementation. It recommends that for project sss¢ we should not only
be concerned with hardware and software implemientabut we should
also invest on preparing and changing people taafide to accept the
technology being implemented.



This was planned to be a showpiece of modern eagigeat its best. It
was to be twice the size of Manhattan in New Yakd ten times the
breadth of London Heathrow. It occupies about 58asg miles. The
¢ ? facilities should be such that three jets shoufd lsimultaneously in bad
V weather. Perhaps, the most impressive facility suggposed to be the
1.2 The Primavera 23rd Annual Conference will takeunderground automated baggage handling system.
place December 3-6, 2006 at the Manchester GranHl consists of 21 miles of steel track to be usgd 900 “telecars”. These
Hyatt in San Diego, California telecars were to deliver luggage between the cosingates, and baggage
claim areas of 20 different airlines. The contrydtem consisted of about
100 networked computers, 5,000 cameras, 400 raieivers, and 56
bar-code scanners.

However, the software problems that arose from dhi®mated systems

was such that the airport could not be commissiagglanned. It was
postponed several times with much loss of reveftugas estimated to
cost US$5 billion in October 1993 when it was todeenmissioned. The

2.0 Issues and Best Practices cost of the delay was estimated initially at US$&8ion per month. We
have not researched the losses but it would apihedrit was around
2.1The Sinking of the Titanic June 2003 that the system became operational.

The Titanic represented the best technology, whiak  Problems

the state-of-the-art, as then existed when she waphe design of the automated system was largelyitartirought and was
commissioned. She was the largest and most lualirioustarted two years before the planned opening. Asi late, the design
ship ever built. She was said to be unsinkable. stite suffered from two major constraints; the physicajdut was tight of
sail from Southampton, UK, on April 10, 1912, o he space while the plan schedule was tight. The sdimedwas so tight that
maiden voyage to New York. On board were some oft precluded necessary simulation and physicairgstf the full design.
the richest and most influential industrialiststieg time; |t was also the case that no meaningful backupeatitomated baggage
so wealthy were they that their total fortune wassystem was included in the design. There were nis ead tugs to cope
estimated at $600 million in 1912. with the level of baggage expected. As a resultl984, it was widely
Travelling at a top speed of 20.5 knots, some 408sm reported that the baggage carts jammed the tracksaligned the

off Newfoundland, Canada, she stuck an icebergeonveyor belts feeding the bags, mutilating bagd kading to lost
Within three hours after, she sank to the bottornthef  |uggage,

sea with over 1500 people. Only a fraction of these

people were saved. The world could not believe it. 2.3 Unmitigated Exchange Rate Risk

Lesson According to Harvey A. Levine, founder of The PujeKnowledge

History records that the crew of the Titanic hagrbe Group, there was a project that should have besgalawinner. It was

warned about icebergs several times that evening byriced well and the full scope was delivered, aneti under budget. It
other ships navigating through that region. None ofyas a success from almost every aspect; howevere thas a serious
these lesser ships was sunk but the “unsinkablelhi@  oversight. The project was delivered to a Soviest@mer by a US
was the casualty as it travelled at top speed mgei@us company in the German currency, the Deutsche Maskit was being

conditions. executed, the exchange rate between the two cigsedsanged so much
2.2 The Denver International Airport that all the profit was lost. This sad outcome $tidiave been averted if

the exchange rate risk had been considered angateitl.



3. The difference between this and the traditicaggbroach is that one
does not just write the risks and estimated cofttheir impact on a
spreadsheet, one actually calculates the resoueffests, duration and
2.4 Risk Management: Traditional and “Best”  costs and builds them into the plan since theyleélperformed.
Practice. 4. Multiplying the cost of the contingency taskfoef and duration (the
The Traditional impacts) by a weighting factor that is the probiapilof the risk’s
The traditional practice, as carried out daily bgnyn  occurrence is the expected monetary value (EMV)s Weighted figure
project managers involves separating the risk taald is used in the project plan for the task’s estimatach that the total
processes from the rest of the project. contingency budget for the project is the sum & Bm's for all the
The team members will brainstorm and list projéskg  critical risks identified.
with sticky notes on a board. They group risks
according to types and estimate their probabilitgd a 5. While the expected monetary value of a givelk msay not be
effects in each case using high, medium, low andidequate to cover the cost of the risk if it occtirs likelihood is that not
numbers. These are entered into risk log. With thisll the risks will occur. Therefore the sum of tBdVs should be
information, they write percentage markup on theadequate to meet the project risk contingency.
project costs for risk contingency and submit the6. In addition, the project plan will therefore limde a plan for
spreadsheet containing the figures and plan foprevention and management of risks. It becomesnapoehensive plan
approval. The manager may approve or reduce thg furfor managing the project, with a schedule and bttlggt incorporates
for contingency. In practice, the figures hardlakm  risk. Such a budget of specific activities beinglemaken to eliminate or
much meaning since many times the budget is overruminimize risks could be discussed but not slasheditrarily by
by figures which are multiples of the supposedmanagement.
contingency funds.
“Best” Practice 2.5 Tips to Building a Realistic Integrated Risk Maagement Plan
There are a number of articles on “best” practicgisk  Risks management is the management of events thgtam may not
managementWe shall attempt here to summarise aoccur, and planning for their possible range ofantp to the project. In
contribution by Tom Westcott, PMP, CEO of Projecttoday's challenging project environment, we suggkstv project
Solutions Group, a project management consultancynanagers can build realistic, integrated risk manamnt plan.
based in Marlborough, Massachusetts, USA 1. A rule-of-thumb guide is to ensure that there adequate time and
1. The team has developed the work break dowmesources to cover risks as they occur. These @n&ioed in a risk
structure for the project and you are reviewindoit  budget which comprises the time and resources bedge deal with
risks. Assume that you discover a task which youisks once they occur. It can be broken into foajancategories:
consider a major risk from past experience. Avoidance — actions taken to prevent the risk frooturring: This
2. You discuss how to deal with the risk. You fitsihk  requires upfront planning, because many avoidategegies must be
of how to avoid it completely but you cannot sirymei  executed just before the start of the project. Btidgay be required to
have to use the information in the project. Youxtne identify alternatives, negotiate different contraetrms, and choose
action is mitigation. You discuss with the depantiner  specific technologies or approaches.
section providing the data on how to test and waadidt
prior to loading to ensure that the risk is elim@thor  Mitigation — actions taken to reduce the probapibf occurrence, the
minimized. When you have succeeded in doing thlus, y impact if it does occur, or both. This requiresgmtive and preventative

will repeat the action on other identified majaks. actions that should be taken throughout the lifthefproject.



Detection or Triggering — actions taken to detemmin  reviews for controlling projects throughout thefetycles.
the risk is likely to occur or if it has alreadyocoered.  Risk analysis is not simply about the chance of gletmg a project on
This is a technique to determine the likelihoodtlid  time. Instead it is a comprehensive approach enassipg both project
risk’s occurrence and its potential impact. Oftéist cost and schedule uncertainty together with pragidearly warning
testing can only be initiated just prior to whem tfisk  indicators of potential bottlenecks and issues iwitthe project(s).
most likely would occur. Eliminating these ensures a successful portfoliprojects which in turn
Contingency — actions taken to address the resnlte  contributes to overall organizational success.
the risk event has occurred. Contingency platsnof PertMaster Risk Expert not only models estimateettanty but also
involve cleanup, rework, added manpower, waste andovers additional risk management knowledge areesviging a
damage. As a result, executing a contingency glyate  comprehensive risk register for managing and redutie impact of risk
often more costly than investing in avoidance orevents that further add uncertainty to the projadditionally, risks are
mitigation and detection. often managed through their categorization and wh Risk Expert
provides a utility for determining individual impaoon tasks based upon
2. Allocate the risk budget to specific actionst tiall a library of common risk categories. Due to theropechitecture of Risk
be taken to avoid, mitigate, trigger or respond toExpert, risk categories and risk events can beetinHirectly to risks
identified risks in your risk plan. Manage the stored in applications.
contingency reserve like an allocated budget arditus One of the benefits of PertMaster is the ability meodel both
only for the execution of the contingency strategie probabilistic and conditional branching within aojgct (detailed
developed for identified risks. modeling of uncertain outcomes within a schedulégal for projects
that have a high degree of uncertainty with regaodsutcome such as
3. Integrate your risk plan with your project plsmch  product testing and weather-dependant tasks, Pstéean be extended
that the risk budget has to be incorporated intaryo without exception to handle any uncertain outcorenewithin a project
project schedule, cost budget and staffing plan. — a capability that a traditional scheduling tololn@ cannot satisfy.
Within an enterprise environment (for example, ajéut Management
Office — PMO), PertMaster enterprise implementatiensures a
2.6 The PertMaster Risk Management Solution comprehensive cost, schedule and risk manageméitiosothat can be
PertMaster is a project risk management tool tkat ieasily shared and disseminated throughout the girdgam through
used for managing, analyzing and reducing both cogbowerful Windows tools and web reporting. Thesadescombined are
and schedule risk within a project. Cost and scledu essential to better achieving such desired prejectess.
reporting alone only provide a partial picture bt
health of a project/portfolio but in order to debéme  2.7. “The Unplayed Piano”: For Project Success, Chrage People and
the big picture, a risk analysis is also requifEigctough  not only Technology
PertMaster's Monte Carlo risk analytics, the viapil A survey, by Changefirst, of senior IT executives 56 leading
and potential exposure to cost and schedule righth@r  organizations in the UK and Europe, as reported facently published
with the overall fit within the project portfolioan  book, reveals that 97% of the executives admit they are not always
easily be determined. Additionally, determining the effective at managing change in projects.
correct degree of project contingency can be failmd  15% claim that they seldom or never manage it well.
further indicating whether a bid or proposal istablie  65% believe that change management is a spe@adiatof expertise.
within the organization or not. This process carvite 20% of organizations do not assign a specific changnagement expert
for project selection and is becoming commonplate i to manage change in people involved in new projects

formal project lifecycle processes including stagde



In 59% of projects, the project manager is mad¢gpecifically designed to meet the challenges of sifec

responsible for change management. According to trvertical industries.

report, this could lead to a conflict of interesiisce he

may not have the patience and time required for

supervising change in people as his overriding ahje

is to complete the project on time. PertMaster Analytics

Only 34% of organizations formally evaluate the Total Technology Consultants Limited also represerst

effectiveness of change management at the end of po\aster Analytics in Nigeria. It is a producer d

roject. . . . . . .
brol , _ Project Risk and Risk Expert risk analytics solutims.
39% address people issue after a project has be

introduced.
The conclusion drawn from all these statisticshastta  Total Technology Consultants Limited,

major cause of failure of multimillion dollar prajeis ~ Representing Primavera Systems Inc, and PertMaster

an organizational mindset which is preoccupied WmAnaIytics in Nigeria, offers the following Services

getting hardware/software installed and ignoresnied

Procurement of Primavera Products
to change the way people work.

The book is ‘The Unplayed Piano; Maximising the © 1raining on Primavera Software

Value of IT Post-Installation’ published by Charigetf - Implementation of Primavera Products

and selling at 35 GBPounds sterling, Training on Generic Project Management

i Staff Augmentation
Primavera Systems Incorporated

, : , Project Management Consultancy
Primavera Systems, Inc. is the world’s

: . . Procurement of PertMaster Risk Management Software
leading project and portfolio management

software company. It provides the software Training and Consultancy on Risk Management

that enables all types of businesses to
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achieve excellence in managing their
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