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What is Risk 

Typically related to one of four areas:

1. Strategy 

2. Change management 

3. Operations

4. Finance 

Risks can be positive, negative, or neutral



What is Risk Management

Principles and processes that help minimize the negative impacts of risks and maximize the 
positive impacts.

Risk Management Perspective

Regulatory or legal environment 

Communications methods 

Size of the organization 

Labor relations 

Structure of the organization

Culture of the organization with respect to  risk tolerance

Financial 





Risk management Activities 



Each design and construction project 
has a list of risk 

 Risk can be in any form and at any stage of either design or construction process. 
Lack of risk mitigation can result in threats of budget, profitability, efficiency, and 
project schedules. 

 One of the complicated parts of the construction industry is identifying and 
managing construction risks. 

 Risk management is critical for every company/organization. Having unknown risks 
can make a company vulnerable and unprepared for what’s to come. 

 A risk management process/matrix helps project managers predict where risk can 
come from and identify projects that are susceptible to cost overruns.

 Design Build and Design Bid Build Projects must have Risk Management Plan 



Construction Risks Fall Under Three 
Categories

 Safety

The construction industry is one of the most dangerous professions in the country. Many fatalities and 
claims are occurring on job sites or during construction. Job  location  safety is a significant priority. 
Project managers implement daily safety checklist inspections. Not only do job site inspection checklists 
help prevent injuries and fatalities, but they are also mandatory standards, and they list processes and 
procedures to follow. 

 Financial

Construction managers assume financial risks because of unplanned costs and material waste. To 
produce more accurate estimates, try tracking actual labor hours and production units closely. Accuracy 
also can reduce going over labor hour estimates and overordering materials. Also, there are other risks 
outside of your control, such as the owner not having enough money to complete the project or late 
payments.

 Schedule

Poor scheduling can drastically impact the construction project’s budget. Any small hiccup in design, 
constructing, or outside factors can set your schedule back, stretching the duration of the project. 
Furthermore, an impact on schedule can result in miscommunications with shareholders, clients, and 
workers.



1. Shifting Workforce and Personnel

 The construction industry faces a skilled labor shortage, an aging workforce, and 
an inflow of more and more inexperienced workers that are increasing injuries 
and accidents on job sites.

 The risk of a shifting workforce can be reduced by using the following:

➢ Cuts down labor expenses

➢ Takes less time to accomplish a task by working longer shifts and into the night

➢ Performs tasks faster

➢ Provide continuous Training 

Risks in Construction Industry 



2. Construction Defect

 Construction defect is happening either in the design, workmanship, or 
materials used on a project that causes damage to a structure, person, or 
property. The two common types of defects are design and workmanship. 
Design defects are typically from the engineer’s or architect’s lack of 
accuracy on drawings or documents. 

 Examples of workmanship defects are improperly installed 
weatherproofing systems, soils that were not properly compacted, or 
improper lighting. 

 Engineering Examples (Ocean Tower, The Leaning Tower of Pisa, New 
Orleans Levee (Katrina), Space Shuttle Challenger (etc..) 

 This risk relates to the quality of labor work. General contractors try to 
avoid hiring the wrong subcontractors, but it happens. Finally, hire the 
right crew, staff, sub who can do the job right. 



3. Contractual Risk

 Contractual risks are risks placed on subcontractors 
because of the agreement between owners and 
general contractors.

 A contract could possibly add a penalty to 
subcontractors or even reduce payments if a job 
isn’t completed on time.

 Final project check list and warrantee need to be 
evaluated. 



4. Site Protection

 Unprotected job sites can result in damage to frozen or leaking pipes and theft or 
vandalism of equipment and materials. Not all sites have extensive security and camera 
monitoring systems, these sites are susceptible to damage and vandalism. Finally, a 
fenced site has a less likely chance of vandalism compared to a site with nothing guarding 
it. 

 Tips to secure the job/construction site:

1. Let employees know that the management is paying attention 

2. Schedule supplies only as needed 

3. Keep good records with documentation 

4. Practice effective inventory management 

5. Secure perimeter with fencing 

6. Review security plan and process 

7. Use theft deterrents or cameras and employee off-duty officers as security guards

8. Increase lighting in off-hours 



5. Environmental

 Consider the conditions of the site because natural disasters do happen. 
If your job site is near a fault line, then, consider the risk of earthquakes. 
It is hard to predict a natural disaster, but it can never hurt to be 
prepared.

 Natural disasters include but, not limited to:

 — Hurricanes

 — Tornadoes

 — Floods

 — Fires

 — Lightning storms



6. Managing Change Orders

 Change orders from owner/client could happen anytime. 

 Change orders consist of the additional work completed that is not specified in 
the contract.

 Common causes for change order requests are:

 — Incorrect estimate of a project,

 — Team or client reached an obstacle that steered away from the original plan

 — Team or client is incapable of completing their deliverables within budget

 — Extreme weather or job site conditions cause delays in work

 Key management change 



7. Coordination Complications

 Miscommunication occurs. But in the construction industry 
specifically, a delay in communication can push back a 
project schedule and risk the overall success. 

 In terms of risk management, coordination complications are 
very crucial to think about because it can lead to the waste of 
unnecessary materials and pricey reworks.



8. Documentation Organization

 Document control is one of the construction 
industry’s biggest risks.

 Proper document management is one of the PM’s 
most tedious and time-consuming tasks.

 Projects require a qualified personal who able to 
keep record of all design and construction phases 
and steps. 





Typical Risk management Plan-

Design Project 



Risk Identification



Risk Assessment – Consider Impact and 

Likelihood to Prioritize Risks





Identifications of Risk 



Risk Assessment & Scoring 











Risk Assessment 



Responding to Risks

 Ensure normal business practices are not  interrupted.

 Managing the media should be part of your plan.

 Direct communication with stakeholders  is critical. 

 If there is any chance that people may be  injured or worse, 

you should 

Include medical support in your planning. 

 You may be required by law to obtain  insurance.



Risk control 

 Re-allocating existing people or equipment

 Additional people 

 New equipment

 Skills and training

 New information



Risk control Checklist 

Does the control meet laws and regulations?

How well does each control mitigate the risk?

What is the cost of the control vs. the implementation 

benefit?

What is the sustainability of the control?

What changes might have to be made to this control?

What other effects will this control have?



Reviewing and Evaluating

✓ Analysis of risk response measures, whether they achieved the 
desired result, and did so efficiently

✓ Review of reporting and monitoring procedures

✓ Knowledge gap analysis for risk assessments 

✓ Compliance check with appropriate regulations and 
organizations

✓ Opinions of key external and internal stakeholders

✓ Self-certification 

✓ Risk disclosure exercise, to identify future risks

✓ Repeat of risk assessment

✓ Lessons learned

✓ Recommendations and implementation plan









 Federal trade policy officials can act immediately to end tariffs and quotas on 
imported products and materials. With many U.S. mills and factories already at 
capacity, bringing in more imports at competitive prices will cool the 
overheated price spiral and enable many users of products that are in short 
supply to avoid layoffs and shutdowns.

 Officials at all levels of government should review all regulations, policies, and 
enforcement actions that may be unnecessarily driving up costs and slowing 
importation, domestic production, transport, and delivery of raw materials, 
components, and finished goods. 

 Owners need to recognize that significant adjustments are probably 
appropriate regarding the price or delivery date of projects that were awarded 
or commenced early in the pandemic or before, when conditions at suppliers 
were far different. For new and planned projects, owners should expect quite 
different pricing and may want to consider building in more flexibility regarding 
design, timing, or cost-sharing.

 Contractors need, more than ever, to closely monitor costs and delivery 
schedules for materials  and to communicate information with owners, both 
before submitting bids and throughout the  construction process.

 Materials prices do eventually reverse course. Owners and contractors alike will 
benefit when  that happens. Until then, cooperation and communication can 
help reduce the damage.




