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A preliminary study of using insurance for safety risk management in highway construction
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Abstract

The construction industry is well known for its high
risks such as safety risk. Safety risks can have an impact on
several parties such as contractors, project owner,
subcontractors, and other people who are not involved in the
construction work, known as the third party. The site safety risks
can be minimized by having effective safety management
standards. However, such precautions cannot eliminate all
threats. As a result, the concept of risk transfer to third parties
(i.e., insurance companies) is often employed in the construction
work. This senior project aims at preliminarily studying current
practices of the use of safety insurance and the management of
work site safety, focusing on road construction. Based on our
study, there are several types of insurance that can be used for
safety risk transfer in the construction. Project owners use
construction contract as a risk transfer tool, with some of them
requiring the contractors to buy insurance and submit the copy
of such insurance policy. We found that acquiring a risk insurance
is one of the several methods for reducing risk of the
construction contract. However, if the contractor decides not to
obtain construction insurance, the contractor must bear the

majority of the risks. On the other hand, the risks can be



transferred to the subcontractors. As for more complex projects
such as those using joint venture and consortium, risks are
usually transferred equally for a joint venture setting but risk
may be shared differently in a consortium setting. In addition,
we found that the contractor should manage construction safety
according to standards and laws before transferring remaining

risks to insurance companies.
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