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Thyis is the first in a series of six articles about risk management.
The articles are written to provide the structural engineer with
useful information about reducing the probability and severity
of claims.

In this first article, risk management will be defined. In addi-
tion, it will be argued that every practicing structural enginee;;
regardless of experience level, should have an understﬂnd
the subject. The next article will describe the respon Ws of
the practicing structural engineer, which is a com d sub]ect
and will address the responsibilities from both the theoyeigl

For the most part, structural enginee
their practice over the last 10 years

ictor O. Schihnerer & Co., one of the
largest and most experienced underwrit-
ing managers of professional liability and
specialty insurance programs in the world,
defines risk management as follows:

“Risk management is the process of minimizing the
probability and severity of an unfavorable outcome at the
lowest long-term cost to the organization.”

This is a good start, but it is limited. It is limited because
the goal is limited to minimizing cost. This is certainly
important, but for our profession, risk management needs
a broader definition. It needs a definition that includes the
rest of our professional practice, including our obligation
to society both through licensing and professional ethics;
and, it should include considerations for advancement of
knowledge of structural engineering. Managing risk in-
cludes managing our own risks, but it should also include
managing the risk for our clients, managing the risk to
all involved during the construction of our projects and
considerations of risk to society as a whole. Risk man-
agement needs to be viewed in the broader context of
professional practice. As a profession, our practice needs
to continuously improve, and improving our risk man-
agement techniques is simply a part of improving our
professional practice.

For our purpose, let’s define risk management as one
part of managing our professional work to reduce the risk
of an unfavorable project.
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Risk management is a complex and dynamic process,
often without rules or standards. Making a good decision
requires intelligence, experience and often a little luck.
During the course of a project, there are many opportu-
nities to change the probability of an unfavorable out-
come. Sometimes we may think a situation is increasing
risk, only to learn later that it actually reduced the risk,
or visa versa.

For example, during a claim review for an insurance
program no longer existing, the engineer being reviewed
was asked, “Who is your client?” The engineer didn’t know.
The owner had fired the architect, the engineer’s original
client who had paid most of the bills, and the engineer
continued working on the project through construction
(bills unpaid).

A claim review was a one-day brainstorming session
where several seasoned structural engineers (seasoned
means they had been sued more than once) reviewed the
claim against the structural engineer. The interesting part
about this story is that when the five reviewers were asked
if they had been in this situation themselves (no client), all
five admitted that they had. Working without a contract
is generally considered a poor risk management practice.
But, as it turned out, seeing the project through, even
without a client contract, significantly reduced the severity
of the claim. Perhaps this is not the conventional approach
to managing risk, but nevertheless it was effective.
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Another situation occurl‘ed when an engineer was asked by John G. Tawresey, S.E. is former CFO of KPFF Consulting Engineers,
a contractor to design bra\:.lng to support a hISt,OHC wall. The Seattle Washington and was former President and Claims Committee
project was under construction, and the construction documents Chair for the DPIC SERMC program
clearly required the contractor to take responsibility. The '
contractor was unable to find an engineer (or didn’t want to pay)
and complained to both the owner and architect that he could
not continue. The engineer stepped in (white hat syndrome) and
designed the bracing without a contract with the contractor. It
was concluded, in a later construction worker personal injury
claim, that the work was accomplished as part of the original
contract with the architect. The engineer had not contracted
with the contractor and had no job site safety responsibilities.
Had the engineer created a second contract with the contractor,
he/she would have opened the door to allegations of safety
responsibilities and he/she would have
created a conflict of interest situation.
The conflict of interest is created by
working both for the owner through the
architect and the contractor.

In both these examples, the exhibited
practice was inconsistent with conven-
tional risk management recommenda-
tions. These examples demonstrate the
complex and dynamic nature of the
subject within our broag
of risk management. In
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al means we need to continue
to learn and expand our knowledge. A
key piece of knowledge is what society
and our clients expect from us. We can
learn a great deal about what is expected
of us by learning the lessons from claims
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victims will admit they learned some-
thing and most of the time they change
the way they practice structural engi-

neering in the future. Claims are a pow- Shrinkage Compensating
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