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Dedication

To everyone who helped write this book.




Prologue

There is a question that every project director in the luxury sector learns to dread, because it always arrives at the worst possible moment and almost never has a comfortable answer: “How did we not see this coming?”. Investors ask it when a supplier collapses, when a permit gets stuck, when the site uncovers something in the subsoil that the drawings swore wasn’t there. And the discomfort of the question lies not in the problem itself —problems are a construction site’s daily bread— but in those few words: coming, not see. Because almost always someone could have seen it. Almost always the risk was there, written in the fine print, long before it turned into an invoice.

I have spent three decades dedicated to project development and management, most of it in high-end hospitality, and that path has taken me through seven countries and to every seat at the table. I have worked from the client’s and the developer’s side, from consultancy and from the main contractor; I started as a superintendent on the ground and I have ended up leading the development of entire portfolios of ultra-luxury hotels. I have watched assets born on a napkin and accompanied them all the way to the night the sign lights up and the first guest walks in.

Along that journey —fourteen five-star superior hotels taken from idea to operation at Katara Hospitality, ultra-luxury resorts in Saudi Arabia, a seven-hundred-and-ninety-million-dollar project in Algeria as the client’s representative, more than one million square meters managed in total— I have learned a lesson that no master’s degree teaches and that the construction site teaches on its own, almost always the hard way: in this trade, we don’t win by building well. Building well is taken for granted. We win, or we lose, by what we anticipate. By the risks we saw in time and defused before they cost money, schedule, or prestige.

This book is born of that conviction. For years I have watched a lazy idea circulate: that risk management is a formality — a matrix filled in at the start of the project, printed out nicely for the committee, and filed away in a drawer until the autopsy. It is exactly the opposite. Risk management is not a document; it is a way of looking. It is the habit of walking through the project asking yourself, at each phase, “what here could turn out expensive, and what do I do today to keep it from happening?”. That habit —discreet, hardly heroic, invisible when it works— is what separates the good project manager from the one who merely signs off on progress certificates.

It is worth saying plainly, because it is the thesis of everything that follows: good risk management is the very definition of good PM work. Not an add-on, not a specialty for outside consultants with expensive templates. The core. A project director is, before anything else, the guardian of other people’s capital and brand promise. A developer puts in their money; an operator puts in their reputation; a guest will, in time, put in their trust. The PM stands at the center of that triangle so that those three bets don’t break. And they don’t break by dodging risk —that is impossible— but by seeing it before anyone else and placing it, clause by clause and decision by decision, in the hands best prepared to bear it.

In construction, moreover, risk has a particular physics that is worth understanding from the very first page. It is cumulative and it is asymmetric. Cumulative because a cheap desk-bound error —an optimistic assumption in the feasibility study, a detail left badly closed in the design— travels downstream and grows more expensive at every phase it passes through, until it blows up on site, which is the most expensive place in the world to discover a paper mistake. Asymmetric because the split between what you can gain and what you can lose is rarely balanced: saving a little by cutting in the wrong place exposes you to losing a lot. The trade consists, in large part, of learning to read that asymmetry.

I have organized the book following the only order that truly respects that physics: the project life cycle. But before we travel through it, a preliminary chapter lays the foundations —the common vocabulary and tools of risk management: the process, the probability and impact matrix, the tolerance thresholds, and the four risk responses— because they are the same in every phase. With those foundations in place, we begin where risk is born —feasibility and design, Phase 1—, continue through where it materializes —procurement and construction, Phase 2— and end where reputation is at stake —commissioning and handover to the operator, Phase 3—. At each stop I dwell on the specific risks of that phase, on the early signals that give them away, and on the mitigation tools that work, illustrated with diagrams designed to be understood at a glance. You will not find here an academic treatise or a collection of formulas for specialists. You will find what I myself would have liked to have on the table at each of those moments: a fellow tradesman explaining to you, in clear language and with no smoke, where the mines are and how to defuse them.

Because that, deep down, is what this book is about. About learning to answer that dreaded question before anyone asks it. About being able to look an investor in the eye and tell them, with the calm of someone who did their homework: we saw this coming, and that’s why nothing happened.


PM’s Insight. Risk is not eliminated; it is managed. Our job is not to promise that nothing will go wrong, but to guarantee that, when something threatens to go wrong, we had already seen it and already had a plan.






Chapter 1 · Setting the Foundations


The common language of risk management

There’s an expression heard in every meeting room in the industry that almost no one could define if you put a microphone in front of them: managing risk. Everyone nods when it’s said, everyone slips it into their reports, and yet, if you ask five professionals what it means exactly, you’ll get five different answers and not one of them complete. One will think of insurance; another, of the contingency reserve; a third, of a color-coded matrix they filled in once and never looked at again. They’re all partly right, and that’s precisely why none of them is right all the way through.

This chapter exists to fix that before we begin. Before we walk the project life cycle —phase by phase, risk by risk—, it’s worth sharing a common vocabulary and a handful of basic tools, because they’re the same in feasibility as in commissioning, in a luxury hotel as in any complex business where other people’s money is on the line. This isn’t theory for theory’s sake: it’s the scaffolding that holds up everything that comes after. Whoever masters these fundamentals reads the rest of the book with different eyes; whoever ignores them misses the why behind every decision. So let’s set the foundations.



1.1 · The process: managing risk is a cycle, not a document

The first misunderstanding worth dismantling is also the most common: believing that risk management is a document. You fill in a matrix at the start of the project, print it out looking pretty for the investment committee, and file it away. From there, the project runs its course and that document sleeps in a folder until, after the disaster, someone digs it up to confirm —bitterly— that the risk that blew up was sitting right there in row 14. Managing risk is not producing that piece of paper. It’s a living, cyclical process that accompanies the project from the first day to the last.

That process, as formalized by the leading international standards —the ISO 31000 standard and the body of knowledge of the Project Management Institute—, can be summed up in four movements that turn in a loop. First, identify: put a name to what could go wrong, even the uncomfortable, even the improbable. A risk that isn’t named isn’t managed; it simply waits. Second, analyze and evaluate: for each identified risk, estimate two things —how likely it is and how much it would hurt— and use them to rank the risks, because not all of them deserve the same attention (we devote the next subchapter to this). Third, respond: decide what we’ll do with each one —avoid it, reduce it, pass it to someone else, or take it on— and carry out that decision. And fourth, monitor: keep watch so that risks don’t mutate, so that new ones surface, and so that our responses keep working, because a project is an organism that changes and so does its map of risks.


[image: The risk management cycle: identify, analyze, respond, monitor]
The risk management cycle: identify, analyze, respond, monitor

Surrounding those four steps is a fifth activity that isn’t a step but an atmosphere: communication. The best risk analysis, locked inside one person’s head, is worth nothing; risk is managed as a team, and that demands that information flow —toward the developer, toward the operator, toward the site— clearly and continuously. A well-communicated risk mobilizes whoever can act; a risk kept quiet becomes someone else’s surprise.

Finally, it’s worth introducing a distinction that will run through the whole book and that many professionals confuse: the difference between inherent risk and residual risk. Inherent risk is the one that exists before we do anything —the raw danger, at full strength—. Residual risk is what remains after we apply our responses —what’s still there in spite of all our controls—. No amount of management brings residual risk to zero; that’s neither the goal nor is it possible. The goal is to lower it to a level we can take on with our eyes open. And to know what that level is, you first have to learn to measure.


PM’s Insight. Risk management isn’t done once: it’s done always. It’s a cycle that breathes with the project, and the day it stops —the day the matrix gets filed away— is the day risk takes charge again.





1.2 · Probability, impact, and the risk matrix

Every risk has two dimensions, and confusing them or looking at only one is the source of half the errors in management. The first is probability: how likely it is that the risk will occur. The second is impact: how much it would cost us —in money, in schedule, in reputation— if it did occur. A risk isn’t “serious” or “minor” in the abstract: it’s the combination of those two things. A meteorite that destroys the site has a catastrophic impact and a ridiculous probability; an autumn rain has a lesser impact and a high probability. Treating them the same would be absurd, and yet that’s exactly what someone does, without realizing it, when they rank their risks by how frightened they feel rather than by their real weight.

The tool that combines both dimensions is the risk matrix —also called a heat map—, and it’s probably the most useful and most abused instrument in the whole trade. In its simplest form it’s a grid: on one axis, probability, from low to high; on the other, impact, from low to critical. Each identified risk is placed in a cell according to its two coordinates. The result is a chart that turns a boring list of threats into an image anyone can grasp at a glance: the risks that land top right —likely and serious— are the ones demanding immediate attention; the ones that land bottom left —improbable and minor— can wait. Color follows position: green for the tolerable, amber for what to watch, red for what demands action now.


[image: Risk matrix: probability × impact, tolerance zones, and the shift from inherent to residual]
Risk matrix: probability × impact, tolerance zones, and the shift from inherent to residual

The value of the matrix lies not in its beauty but in the fact that it forces you









1.3 · Risk appetite and tolerance thresholds





[image: Risk appetite and tolerance threshold: the line that isn’t crossed]
Risk appetite and tolerance threshold: the line that isn’t crossed









1.4 · The four responses: avoid, mitigate, transfer, accept







[image: The four responses mapped over the probability × impact matrix]
The four responses mapped over the probability × impact matrix








1.5 · The risk register: every risk with a name and an owner
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