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Risk Management in the Overseas Construction Project
By Yoichi Hirota

Any business is attended with uncertain factors (risks). To convert uncertain factors to definite factors, it is
necessary to analyze correlation between the uncertain factors and their impact on the planned business. In the
overseas construction project, area and number of uncertain factors are larger than those of prospect industry.
Thus, risk is defined as “ uncertain factors which will occur as the project is progressed”. And risk
management is defined as “Project Risk Management is to convert the unknown factors occurring as the
project progresses to definite factors.”

Process of risk management is to identify uncertain factors, qualify them, quantify them and respond to them.
In the ways of response, there are acceptance, mitigation, allocation, transfer and avoidance. Size of risk is
expressed in the following formula;

RL=PBxIP PB: Probability of occurrence. IP: Size of impact to the project.

Management Ability Level (ML) of a member of the project team including project manager is evaluated in
the following formula; ML=KL x /PE +CE  KL: Knowledge of the project. PE: Experience of Projects.

CE: Experience of International Contract such as FIDIC.

From the above, Risk Response Ability (RA) of a project member is evaluated as RA= ML/RL.

Risk Response Ability of the project team shall lead to a proper selection of the ways to respond to a risk.
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