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Introduction
During the project selection process, we need to make the right decision on
determining project feasibility.
In order to do this, we need to perform the cost-benefit analysis by forecasting a
financial number of a project’s benefits. The Net Present Value (NPV) is traditionally
used to arrive at this number. The book suggests conducting NPV risk modelling for
better visibility.
Overview of Book’s Structure
The Net Present Value (NPV) forecast forms core of the business case on majority
of projects. The author explains when and how the NPV model approach can be
integrated with the risk management process.
At the beginning of the project life cycle, when uncertainty is at its highest and when
the opportunities to influence the project's plan are at their greatest, NPV models are
typically used.
The author has highlighted how an integrated approach of combining project
financial forecasting and risk management principles can be used to improve NPV
forecast numbers.
Highlights
The book provides an understanding to the foundation concepts and advantages of
using Net Present Value approach, its calculation with detailed illustrations.
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The author Martin Hopkinson has provided interesting worked examples,
comparisons and limitations of financial modelling approaches to evaluate a project’s
feasibility.
A detailed explanations of Discount Rates, Internal Rate of Return (IRR) Payback
Periods and Developing a Net Present Value Model has also been explained with
examples as well as graphical illustrations.
Project Risk Management has been explained in conjunction with NPV concepts,
with an emphasis on Composite Risk, Risk Prioritization, Risk Efficiency Concept,
Net Present Value Risk Modelling and Risk Estimating strategy.
Highlights: What I liked!
The author has successfully attempted to show a method of integrating the project
financial forecasting and risk management principles in order to improve NPV
numbers resulting in a ‘risk-robust project’.
The book contains multiple detailed examples, graphical illustrations and calculations
in order to get a deeper understanding of the concepts. It also gives a deeper
understanding of Monte Carlo simulation and Tornado Diagrams, which I did not find
in similar other books.
Who might benefit from the Book?
The book will immensely benefit first-time users (Portfolio/Program/Project Managers
and Risk Managers) as well as advanced users to utilize the methods described.
All users should immensely benefit from the templates and models used in this book.
Conclusion
'The book is well written and provides a deep understanding on a very important
concept. Extending the conventional Net Present Value to integrate NPV with Risk
Management should result in improved decision-making and management of
projects.
A project is worth doing provided its costs are justified by its benefits. NPV modelling
is a method to test forecasting the financial value of a project’s benefits and
comparing it to project’s cost. NPV risk modelling is an extension of NPV method
that can provide an enhanced way of representing the implications of project-specific
risks.
NPV risk models are more sophisticated because they allow inputs to fluctuate in
ways that represent the effects of risks on both costs and benefits.
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For more about this book, go to: https://www.routledge.com/Net-Present-Value-and-RiskModelling-for-Projects/Hopkinson/p/book/9781472457967
Editor’s note: This book review was the result of a partnership between the publisher, PM
World and the PMI Dallas Chapter. Authors and publishers provide the books to PM World;
books are delivered to the PMI Dallas Chapter, where they are offered free to PMI members
to review; book reviews are published in the PM World Journal and PM World Library. PMI
Dallas Chapter members can keep the books as well as claim PDUs for PMP recertification
when their reviews are published. Chapter members are generally mid-career professionals,
the audience for most project management books. If you are an author or publisher of a
project management-related book, and would like the book reviewed through this program,
please contact editor@pmworldjournal.net.
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