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Using risk management to avoid disaster and increase competitiveness
In a recession, it’s tempting to grab at any business whether the firm has the skills or not but it can be a route to disaster from unexpected liabilities. Effective pricing of risk can make the difference. 

Time and cost over-runs, projects that aren’t fit for purpose, reworking requirements and rejected insurance claims are all possible when building firms and construction professionals take on work for the sake of survival that they don’t have the resources to fulfil. But turning everything down is a sure fire way to bankruptcy. Instead, says the Institute of Risk Management, use risk management, pick the right business, customers and projects, and negotiate hard. 

This advice from the Institute of Risk Management (IRM), the profession’s educational body, follows research by consultancy Mactavish (published on 6 January 2010) that found that UK construction firms are overextending their skills and resources to get work. 

Steve Fowler, CEO of the IRM, and a project manager himself by background, said, “At times of recession, the danger is to short-cut the due diligence process at inception - because we are so keen to get moving or to get the business. This is a bit like launching a rocket at the wrong angle - there is no chance to get back on track later.” 
Among the questions firms need to ask, he says, are: 

· Do we have the skills to do this job or can we get them cost-effectively? 

· Can we supervise the job effectively?

· Do we understand, the business, the technology, the market, the location?

· How strong are our suppliers?

· Have we told our insurers everything they need to know?

· Have we assumed responsibility through the contract for things we don’t understand or can’t control? 

With the answers to these questions, firms can price their bids, including the risk element, more accurately. They can negotiate better and stand a better chance of avoiding the contracts which seem to be a life saver now but that could drive the firm into liquidation six months later. 
“Better understanding of the risk management process and how to apply it in the building industry will not solve all the firms’ current challenges but it can help them avoid disaster now and enable them to be more competitive when the market becomes more buoyant,” Fowler states. 

The IRM course ‘Risk Management in Architecture, Engineering and Construction’ has been specifically developed for contractors and construction professionals to enable them to assess and price risk into their bids and manage it once work is underway. Set over six months through distance learning, it covers the stages of the risk management process in general and the aspects which are particularly relevant to construction, such as the setting of contingency monies, risk allocation and procurement.
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Note to Editors

The Institute of Risk Management was founded more than 20 years ago and is the leading professional education and training body, providing courses on risk management at a range of levels from introductory to expert. With members in more than 50 countries, drawn from a variety of risk related disciplines and a wide range of industries, the Institute is governed by practising risk professionals and has strong, global links with academia and other risk and strategy organisations. 
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