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Job Risk 

No construction project is risk free, and when a job is identified the estimators make an 

assessment of the potential risks that could arise on a job, which are stored in a risk register. 

 

We will take a closer look at the features of each risk. 



Job Risk 

LIKELIHOOD OF OCCURRING 

 

The likelihood of the risk occurring, or level of risk, is classified as either High, Medium or Low.  

 

The % chance of each level happening is defined in the Industry parameters. 

 

If the risks occur they only occur once during the planned duration of the contract. 

 

KEY POINTS 

If a job is completed early there is a possibility of avoiding risks that may occur towards the end of the job. 



Job Risk 

IMPACT COST 

 

The impact cost is the cost incurred if the risk occurs. 



Job Risk 

BIM MODEL AFFECTS 

 

If the job is using BIM (Building Information Modelling), there may be an opportunity to reduce the impact cost if the risk occurs. 

 

For example, if there is the risk of structural defects, these may be identified in the BIM model, and the threat mitigated. 

 

KEY POINTS 

The cost reductions are graded depending upon the particular risk, and the reductions to date across all jobs can be found in the 

Main menu/Assessing performance/Job performance. 



Job Risk 

EXPECTED LABOUR REDUCTION 

 

If a job is won, and being progressed, any risk that strikes can delay the job, resulting in a % reduction in the effectiveness of the 

labour on site in the period when the risk strikes. 

 

Action can be taken to deal with potential job delays by adjusting the labour allocated to site when the job  is being progressed, 

and is discussed in a separate topic. 



Job Risk 

The nature of the potential risks, particularly the likelihood and impact cost, may be 

some of the deciding factors in determining whether or not the company bids for a job, along 

with factors such as the job sector, location, size, client etc. 



Job Risk 

If the decision is made to bid for the job, what mitigating actions can 

be taken to deal with each risk, and the potential cost incurred ? 

 

The action taken depends upon each risk element. 



Job Risk 

Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid” 

LIKELIHOOD AND IMPACT COST 

 

For each risk in the risk register the bid itself contains a contingency for the likelihood of the risk occurring, and the potential 

impact cost.  

 

The company are bidding for a job that has a risk register consisting of 4 potential risks. 

 

One of the identified risks is ‘Structural defects’, which is classified as having a Medium likelihood of occurring, and this implies 

a 40-50% chance the risk will occur at some point during the progressing of the job. 

 

If the risk strikes there will be an impact cost of 123,000. 

 

There are 3 possible scenarios for determining the risk contingency, and we will investigate each one in turn. 
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Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid” 

SCENARIO 1:  NO RISK CONTINGENCY  

 

If no risk contingency is added then there is a good chance of the company winning the job since their bid 

could be far more competitive than their rivals who would probably have included some risk contingency. 

 

However, if the contract is secured, and the risk occurs, the additional cost could seriously affect the 

job profits, and adversely affect the cash flow of the company. 



Job Risk 

Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid” 

SCENARIO 2:  FULL RISK CONTINGENCY  

 

If the full cost of the risk is added then there is less chance of the company winning the job since their bid would 

probably be less competitive than their rivals who may have included some, but not the full risk contingency.  

 

However, if the contract is secured and the risk occurs the additional cost will have been covered, and 

will not affect the job margin. If the risk does not occur the margin would be significantly improved. 
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Navigate to "Main menu/Making decisions/Procurement decisions/Set the bid” 

SCENARIO 3:  ‘SENSIBLE’ RISK CONTINGENCY  

 

If a sensible level of contingency is added the bid will still be competitive, and the company have partly covered 

themselves in case the risk occurs.  

 

Since there is a 40-50% chance of the risk occurring, based upon probability it is reasonable to cover 45% of the risk 

cost, or 55,350. 

 

If the risk occurs, the company has to find the other 55% of the risk cost, or 67,650, which eats into the 

margin. If the risk does not occur then the 55,350 is additional margin. 



Job Risk 

BIM REDUCTION IN IMPACT COST 

 

No action needs to be taken as the cost reductions are made 

automatically if the risk occurs, and BIM is being used on the job. 



Job Risk 

MITIGATING ACTIONS TO REDUCE RISK COSTS 

 

As we have seen, setting ‘sensible’ levels of risk contingency in a bid can keep a bid competitive in 

relation to rival bids, and cover the company for a proportion of the risk cost if a risk occurs. 

 

In addition, if a job is secured and being progressed, the impact costs of any risks incurred can be 

reduced by taking a number of mitigating actions. 

 

We will examine possible mitigating actions further. 



Job Risk 

TARGETED INVESTMENTS 

 

Target investments on the Financial Decisions Screen into risk management consultants to the construction industry can 

reduce any risk costs incurred. 

 

The profile of the JT Flower Partnership shows that they appear to be an ideal company to invest in for reducing risk costs on 

building and commercial contracts, and to date risk costs have been reduced by over 80,000. 

 

KEY POINTS 

Although there are a number of risk management companies, many management consultants do not  specialise in this area, 

and would not reduce risk costs on job s undertaken. The clues always lie in the investment profile. 



Job Risk 

The Industry parameters show the risk cost reductions that can be achieved if investments are targeted effectively. 

 

KEY POINTS 

If the company are already investing in an appropriate risk consultant e.g., that serves the sector of a job being bid for, then the 

risk contingency in the bid may be reduced below the ‘sensible’ level. This would make the chances of securing the job even 

better, in the knowledge that should any of the job risks strike, they will be reduced by the investment made. 
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Navigate to "Main menu/Assessing performance/Job performance" 

As well as targeted investments, risk costs incurred can be reduced by employing a good project manager, who will be able to 

identify and address the potential effects of the risk. 

 

Conversely, risk costs may be increased if the project manager is inadequate, or if the QHSE Department is understaffed. 

  

In addition, where BIM (Building Information Modelling) has been used on a job, some risk costs may be reducing by using 

the BIM model, but this will not apply to all risks.  

 

The Risk analysis for all jobs won and progressed displays a detailed risk analysis for all jobs progressed. 


