Project Pitfalls: How to Avoid Problems
in Assessing Risks
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José Parladé is a PMP-certified project management and advertising professional. He has
worked in both of these industries for numerous years and is adamant about the fact that project
management processes are integral to the execution of a successful campaign
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Identifying and analyzing risks are important processes involved with any
project. Failing to adequately account for risks—or to consider their impacts, should they occur—
could mean the difference between a comprehensive risk register and one that steers a project

toward failure. It is for this reason that the utmost attention and care should be given when
thinking about risks.
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However, this may be easy to keep in mind but less easy to carry out. The truth about human
beings is that we are far worse at accounting for risks than we would like to believe. This is
because our understanding of situations is greatly influenced by our own unique perspectives:
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e An optimistic project manager may fail to account for risks that could jeopardize his or
her entire project.
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¢ A pessimist PM may be unrealistic in assessing and prioritizing risks based on their
potential occurrence and impact.
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Even a rather realistic project manager may fail in analyzing risks. For example, perhaps other
project processes seem more salient and require more attention. Perhaps stakeholders are
hesitant or wavering in their decisions regarding what should be required of a project. Perhaps
the project cost may require an intensely keen eye.
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Any number of things can vie for a project manager’s attention. And, to make matters worse, it
seems that natural human psychology may work against a project manager when he or she is
assessing and analyzing risks.
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Fallacies of Risk

There are various common but inaccurate methods of accounting for risk. Some fallacies are
more common than others—and some are potentially more dangerous. This article will focus on
three fallacies of risk that are common to many projects—and that have the potential to deralil
even the most responsible project manager.
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1. The Converse Sheer Size Fallacy states that one variable is not accepted and that,
therefore, another variable that is riskier than the first should not be accepted.

1. YA ADEY LiX, —ODOEEIIZ T ANNZL, T, ZOEKEIVE ) AT70H
D DOERIIZT ANDRE TRV EWN S LD TY,

This fallacy could best be illustrated by the example of a project manager that is aware of a
component in her technology stack (such as a data storage service) that is not considered
acceptable in her company. She avoids using this service and considers an alternative instead.
However, upon hearing from a supervisor that this alternative service is riskier than the first, she
decides against using it.
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The problem with the project manager in this example is that she is not considering the reasons
for which the first service is unacceptable and for which the second is riskier. Perhaps the first
service is unacceptable because of poor quality and the second service is riskier only because its
costlier and may require too much of the project’s budget.
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Or perhaps the first service is unreliable whereas the second is only risky because company
personnel may not know how to use it well before being trained. Just because the first data
service is unacceptable and risky and the second is considered riskier does not mean that the
second service should not be considered.

FE, BHOV—ERIEEEDEROOIIH L, FA OV —ERI2AEOEYEN F L —
=TT RWEZOHEATER LS OLLRVEVWSIHHATI R ThHLEZLND N
bLitEtA, BICEHOT =2 =R 32T ANLLNT U A7 0360 ZFRIZY A7 0
FOEOrb eI DiE, TFEHOF—EARKRIFENDRE TIERNE W) BRTIEH Y *
A,

A method of avoiding the converse sheer size fallacy is for project managers to consider why
components of their projects are not used and what specific risk is associated with them. Risks
should be evaluated in detail. They should be weighed against each other in equal terms. If one
is evaluated for its risk of requiring too much of a project’s budget, the second should be
evaluated for the same risk.
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2. The Delay Fallacy states that not enough is known about a risk and that, therefore, no
decision should be made about it.
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The delay fallacy is common because of its attractiveness as an option. Humans are
uncomfortable with risks, especially risks that are not yet fully understood. Putting off making
decisions about these kinds of risks can seem reasonable and even responsible. After all, a
project manager should strive to make informed decisions, shouldn’t he?
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The problem with the delay fallacy is that some risks are never completely understood until the
risk becomes a reality. For example, a project manager may know that a specific project has high



risk related to quality. He may suspect that defects are likely to occur, but may not know

what kinds of defects or how they will affect the overall project. It's tempting for him to put off
having to think about this risk until he has more information. However, that leaves both him and
his team unprepared in the event the risk becomes a reality.
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Project managers can avoid the delay fallacy by not being overly judicious when putting together
a risk register. They should consider all risks and list them in the register regardless of whether
or not they are fully understood.

TVl b wx VY —lE, VAT BEEFTLOLRF, BEICEEICR LW ko
TENOBRY ZRTAHZENTEET, VAR HHICHBEINTWAHENE S NIEHb LT,
Tl b e XY —ITTRTOY R BE x| BEEICOINZ D& T,

3. The Consensus Fallacy states that, if experts are asked for their opinions regarding
something, all experts should come to a consensus.
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This kind of fallacy is often seen in the scientific community in that the public often expects that
all or most experts in a field should agree about something for it to be true. However, this fallacy
is present in any field.
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An example in project management can be seen by a project manager that leverages the
opinions of key stakeholders and hopes for all of them to agree. She may be reaching out to
them for opinions related to procuring project resources. These experts may be very
knowledgeable in procuring resources (and may have many years of experience doing just that).
However, they may have vastly different opinions on what the best methods are.
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The best way to prevent consensus fallacy is to remember that sometimes, there is more than
one correct answer to a problem—and sometimes there is none. In the example provided above,
perhaps more than one expert is correct. Perhaps there is more than one great method to
procure resources for that specific project.
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Perhaps none of the experts are right. Even the most knowledgeable of individuals is prone to
making a mistake. A project manager that accounts for the consensus fallacy understands that
opinions and recommendations should be evaluated against each other—but also independently.
She should not try to shirk her responsibilities by blindly relying on a group of experts.
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Although it is tempting to hope for experts to agree on how to proceed on an issue, it is
unrealistic and often a waste of time. It's up to project managers to listen to experts—but to also
understand that the responsibility for many decisions lies in their own hands.
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Accounting for Risk
Improper accounting for risks has been a heavily documented phenomenon. This is for some
very good reasons:
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e Firstly, risks are ubiquitous. We take risks when we get into a motor vehicle. We take
risks when we get married. We take risks when we accept or leave jobs. And we take
risks when we plan projects.
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e Secondly, risks have a great potential to bring our plans to a screeching halt—or to
never be an issue at all. They are things that can be planned for but cannot be
completely controlled. As such, they play a large part in our individual psychology, in
how we see the world.
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e Finally, risks point to how well (or how poorly) we perceive the world around us.
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It is important for project managers to pay attention to risk not only because of how they may
affect projects, but also because of how they may be inaccurately evaluated. Project managers
should be aware of their own shortcomings and shouldn’t be blinded by things like the converse
sheer size fallacy, the delay fallacy and the consensus fallacy. By avoiding these traps, they
move projects out of the realm of risk and into the realm of reward.
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