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 Paul Pettit, VP Performance Improvement
 Revenew International LLC
 Over 30 years of progressive roles within industry and 

professional services
 Project Management Professional (PMP), 

Construction Controls Professional (CCP), Certified 
Construction Auditor (CCA), Certified Internal Auditor 
(CIA), Certified in Risk Management Assurance 
(CRMA) and Certified Professional EH&S Auditor 
(CPEA)

Speaker Background
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Learning Objectives

 Learn about black swan risks
 How are they impacting construction projects
 Discuss ways to assess black swan risks
 Share your thoughts on dealing with black swan risks
 What can construction auditors do better to prepare 

for black swan risks
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Black Swan Risks

 Black Swan Risk Definition*
 The possibility of the occurrence of an unexpected event

 Black Swan Risk Attributes*
 Rarity
 Extreme impact
 Retrospective predictability

 Black Swan Events*
 A surprise
 A major effect
 Inappropriately rationalized after the fact with the benefit of 

hindsight
* Nassim Nicholas Taleb
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Black Swan Risks - continued

 Black Swan Theory*
• Disproportionate role of high-profile, hard-to-predict, and rare 

events that are beyond the realm of normal expectations in 
history, science, finance, and technology

• Non-computability of the probability of the consequential rare 
events using scientific methods

• Psychological biases that blind people, both individually and 
collectively, to uncertainty and to a rare event's massive role 
in historical affairs

* Nassim Nicholas Taleb
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Black Swan Risks - continued
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Black Swan Risks - continued
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Polling Question #1

 Which is not a Black Swan Risk Attribute?
1. Extreme Impact
2. Rarity
3. Certainty
4. Retrospective Predictability
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Polling Question #2

 Which event is most likely to occur in Q4 2020?
1. Alien Invasion
2. Pandemic Wave 2
3. Asteroid
4. Other



© 2020 Revenew International, LLC. All Rights Reserved. Proprietary and Confidential12

Black Swan Risks - continued

 What are some impacts from the 2020 calendar?
 Global Energy O&G collapse (due to COVID?)
 Airline, Retail and Hospitality industry collapse (due to 

COVID?)
 Unprecedented number of bankruptcies (due to COVID?)
 Record number of hurricanes with more coming (due to 

climate change?)
 Massive wildfires across the globe (due to climate change?)
 Civil unrest and protests (due to lots of knowns and 

unknowns)
 Pending Election/Political divide (who knows what will 

happen)
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Black Swan Risks - continued

 Global Energy O&G collapse
 Risks to construction projects

 Delays, Stoppage
 Cancellations
 Increased Costs – demob, remob, materials
 Increased Insurance Premiums
 Decreased Productivity
 COs, Claims, Liens
 Bankruptcies – prime, subs

 Opportunities for construction projects
 Enhanced Safety Protocols - COVID
 Decreased Costs – commodities
 Available Labor
 Others
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Black Swan Risks - continued
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Black Swan Risks - continued

 Airline, Retail and Hospitality industry collapse 
 Risks to construction projects

 Delays, Stoppage
 Cancellations
 Increased Costs – demob, remob, materials
 Increased Insurance Premiums 
 Construction Bond Coverage
 COs, Claims, Liens
 Bankruptcies

 Opportunities for construction projects
 Cheaper flights/hotels/rental cars/parking
 No more change fees
 Open middle seats
 Others
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Black Swan Risks - continued

 Unprecedented number of bankruptcies
 Risks to construction projects

 Delays, Stoppage
 Cancellations
 Liquidations
 Claims, Liens
 Bankruptcies – owners, prime, subs

 Opportunities for construction projects
 Demand for Building Material, Equipment, 

Supplies
 Demand for Non-Store Retail
 Demand for Food & Beverage Stores
 Others
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Black Swan Risks - continued
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Black Swan Risks - continued
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Black Swan Risks - continued

 Record number of hurricanes with more coming
 Risks to construction projects

 Delays, Stoppage
 Wide Spread Damages
 Increased Costs – demob, 

remob, labor, materials
 Increased Insurance Premiums 
 COs, Claims

 Opportunities for construction projects
 Repairs, Replacements, Rebuilds
 Stronger building codes
 Demand for skilled labor
 Others
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Black Swan Risks - continued
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Black Swan Risks - continued
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Black Swan Risks - continued

 Massive wildfires across the globe
 Risks to construction projects

 Wide Spread Damages
 Increased Costs – demob, remob, 

labor, materials (lumber)
 Increased Insurance Premiums 
 COs, Claims

 Opportunities for construction projects
 Repairs, Replacements, Rebuilds
 Demand for skilled labor
 Others
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Black Swan Risks - continued
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Black Swan Risks - continued
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Black Swan Risks - continued
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Black Swan Risks - continued

 Civil unrest and protests
 Risks to construction projects

 Delays, Stoppage
 Localized Damages
 Increased Costs – labor, materials
 Increased Insurance Premiums 
 COs, Claims
 Security

 Opportunities for construction projects
 Repairs, Replacements, Rebuilds
 Demand for skilled labor
 Others
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Black Swan Risks - continued
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Black Swan Risks - continued
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Black Swan Risks - continued

 Pending Election/Political Divide
 Risks to construction projects

 No comment

 Opportunities for construction projects
• No comment
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Black Swan Risks - continued
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Polling Question #3

 What has been the biggest Black Swan Risk of 2020?
1. COVID 19
2. Extreme Climate Change
3. Civil Unrest and Protests
4. Other



© 2020 Revenew International, LLC. All Rights Reserved. Proprietary and Confidential32

Black Swan Risks - Assessment

 What should Construction Auditors assess?
• Contract Terms & Conditions
• Insurance and Bond Coverage
• Prime and Subcontractor Financial Stability
• Prime and Subcontractor Productivity
• Owner and Lender Financial Stability
• CO, Claim, Dispute process
• COVID Safety Protocols
• Supply Chain Logistics

• Onshore
• Offshore

• Other Areas
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Black Swan Risks – Lessons Learned

 What lessons learned should Construction Auditors 
take from 2020 into 2021?
• Costs will rise due to COVID and Climate Change

• Demobilization, Remobilization
• Insurance and Bonding
• COs, Claims, Liens
• Labor and Materials
• Bankruptcies

• Some costs will decrease due to COVID and Climate Change
• Commodities and Refined Products

• Productivity will decrease due to COVID
• Additional Safety Protocols
• Virus Outbreaks
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Conclusion and Takeaways

 Black Swan Risks can impact construction projects
 Black Swan Risks can also create opportunities
 Black Swan Risks are global and don’t discriminate
 Construction Auditors need to assess an 

organization’s capacity to manage, reduce and/or 
transfer the risk

 Construction Auditors need to take lessons learned 
from 2020 and prepare for 2021



Thank you! 

Paul Pettit
713.302.4202 or ppettit@revenew.com

mailto:ppettit@revenew.com
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