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likelihood of those threats we can somewhat control (accidents and terrorist 
attacks) and to mitigate the impact of any type of disaster that does occur. This 
question—What should we spend the money on, and how do we get the big-
gest bang for our buck?—affects every governmental, private-sector, and public 
entity, as well as individuals and families.

Risk-informed decisions are needed to help identify investment strategies 
and other options that best reduce overall risk. Figure 1.4 plots the risk pro-
files for potential disruptions: the likelihood of an event happening versus 
the consequence of a disruptive event happening.16

For natural disasters and accidents, we define risk to be the product of likeli-
hood and consequence. For terrorism disasters, we can postulate likelihood as 
a function of threat and vulnerability.

Some spending decisions are easy. When the risk is low (lower left corner), 
the event is unlikely to happen, and if it does, the consequence of the event is 
relatively low. For example, the likelihood of a 5-inch snowstorm in Honolulu 
is miniscule, and even if one occurred, the impact would be short-lived. There-
fore, the risk is low and the most appropriate course to follow is simply to 
accept the risk, not purchase any snow-removal equipment, and live with the 
consequences. However, when risk is high (upper right corner), we should act 

Figure 1.4 ▸ Risk Profiles
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