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Focus: Adjusters crucial to sustainable construction
insurance market
By Ian Newth, Sedgwick UK

The remit of loss adjusters is rapidly expanding in response to pressure on policyholders to prevent claims
happening in the �rst place

MANY CONSTRUCTION PROJECTS HAVE BEEN PUT ON HOLD AS A RESULT OF CORONAVIRUS-RELATED
LOCKDOWNS

The global construction insurance market has seen signi�cant change in the past couple of years, with an
increasingly hard market being triggered in 2018 by a series of large losses. Staggeringly, since then the
market has witnessed the equivalent of $1bn-worth of lost capacity, with limited new capacity entering the
market.

Global construction is facing more stringent underwriting than ever before. Given the pressure the market is
facing, policy limits and extensions are being heavily scrutinised. Previously, policyholders would often see
cover enhanced or at least topped up during the renewal season, but that trend is now over and an increasing
number of restrictions are being imposed on the cover offered at the renewal stage.

The strategic focus for return on capital among insurers is an increased preference toward short-term risk.
This is to the detriment of the construction insurance market, which has always been seen as a more long-
term risk.
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The Covid-19 pandemic has exacerbated this very challenging situation. This has affected construction
projects in regard to supply chain issues, interruptions to planning and inspection programmes owing to
lockdowns and social distancing measures being enforced to keep work places safe.

 

Professional indemnity

In the UK, one of the consequences of the Grenfell Tower �re on the insurance market has been the impact
on construction professional indemnity insurance. Many projects to replace combustible cladding have been
put on hold due to Covid-19, but this is not the full picture. The widening scope of safety inspections to
buildings more than 11 metres in height means a few hundred “assessors” are now involved in checking up
to 839,000 leasehold �ats and 58,000 apartment blocks.

Again, there are the same challenges in terms of capacity, coupled with few insurers being willing to provide
remedial costs cover for cladding and �re safety risk, with more stringent exclusions also being imposed.

In addition, the risk-transfer process has become more elongated and this is arguably another consequence
of the market hardening, as underwriters demand further and more detailed information and historical data.

Higher premiums are now a consequence of these changes, while �nding and maintaining levels of cover has
become a dif�cult process for construction companies. Although the products are undoubtedly available, the
capacity issue has made the process more time-consuming, with more restrictions and exclusions becoming
the norm.

The Covid-19 pandemic has exacerbated this very challenging situation. This has
affected construction projects in regard to supply chain issues, interruptions to planning
and inspection programmes owing to lockdowns and social distancing measures being
enforced to keep work places safe

Against this background, construction companies are doing everything they can to mitigate their losses in
the �rst instance, so the focus has moved to improving risk management in large-scale projects. This change
in focus is in evitably resulting in fewer claims, a trend we have seen across other industry sectors.

Loss adjusting has traditionally focused on managing and settling claims, but this remit has expanded to
re�ect policyholders’ need to mitigate claims happening in the �rst place. Now, we often provide pre-loss
surveys for policyholders where we can give speci�c advice about certain risks.

Escape of water claims are consistently one of the most expensive for insurers, with the number and cost of
such claims rising – a �gure of 10% is quoted, but again this is not the full story. By using and reviewing data
from previous claims, a full assessment can be made to determine the types of installations most vulnerable
to failure or the period during the construction phase where mechanical water systems are at their weakest.
All this can be factored into discussions with underwriters and policy terms then tailored accordingly.

Ultimately, this can help reduce premiums as policyholders can demonstrate to their insurers a risk can be
contained or is relatively low compared with more generalised perceptions of overall risk.

 

Risk management
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As loss adjusters we are also able to support the managing of risk by looking at data patterns and market
trends. By examining data we are able to identify potential risks that would not necessarily be obvious to
underwriters, brokers or policyholders. We are able to look across the marketplace and look at claims trends,
which can provide real insight for policyholders looking at future risks.

However, major losses are still occurring and will unfortunately continue to do so. But when losses do
happen technology is now playing an ever-increasing role as improvements are made the claims journey by
digitalising processes. Policyholders can now notify claims online and upload supporting documents through
the portal and keep track of their claim. Remote digital site visits have become commonplace for smaller
claims and can provide support for larger, more complex claims. Making the claims process more ef�cient
and getting the construction site moving again quickly reduces the claims cost, which is important for all
parties.

As premiums continue to rise as capacity shrinks in the construction sector, policyholders are having to work
closely with insurers to ensure they get the cover they need at a reasonable cost. Allied to this is the
demarcation between risk and claims management as the data allows greater insight as a result of increased
digitalisation.

Working with loss adjusting partners to help identify and mitigate risks both pre- and post-loss is becoming
an essential part of this process. Using data insights to help inform this process will also have a pivotal and
growing role in the future.

 

Ian Newth is director and head of construction at engineering at Sedgwick UK


