UDC: 364.2

Nepomniashchyi Oleksandr Mykhailovych,
Doctor of science in Public Administration,
associate professor, Academician of Acad-
emy of building of Ukraine, Professor of
the Department of Public Administration,
Interregional Academy of Personnel Ma-
nagement, 03039, Kyiv, Str. Frometivska, 2,
(044) 490 95 00, e-mail: n_a_m@ukr.net.
ORCID: 0000-0002-5766-3150

Henomusawuit Onexcandp Muxaiinosus,
00KmMoOp Hayx 3 0epiacasHozo ynpasiinmus,
douenm, axademix Axademii Oydienuumea
Yipainu, npogecop xagedpu nybaiunozo
aominicmpysanns, Mixcpezionawwna Axa-
Oemisi  ynpasninnus nepconarom, 03039,
M. Kuis, syn. @pomemiecvra, 2, men.: (044)
490 95 00, e-mail: n_a_m@ukr.net.
ORCID: 0000-0002-5766-3150

Henomuswuit Anexcanop Muxaiinosuu,
00KMOp HAYK NO 20CYOAPCMEEHHOMY YNPABALHUIO, 00UeHm, aKademurx Axademuu cmpo-
umenvcmea Yxpaunot, npogeccop xagedpor nybauunozo admunucmpuposanust, Mexcpe-
euonanvas Axademust ynpagienusi nepconanom, 03039, . Kues, yn. @pomemosckas, 2,
men.: (044) 490 95 00, e-mail: n_a_m@ukr.net.
ORCID: 0000-0002-5766-3150
DOI https://doi.org/10.32689/2617-2224-2019-16-1-147-162

BASIC PRINCIPLES AND COMPONENTS
OF RISK MANAGEMENT DURING CONSTRUCTION
AND OPERATION OF FACILITIES:
PUBLIC ADMINISTRATION ASPECT

Annotation: The article generalizes approaches to the classification of prin-
ciples and components of risk management in the state regulation of the con-
struction industry.

To understand the applied nature of compliance with the principles of risk
management in the regulation of the construction industry, it has been grounded
that in order to reduce the risk (prevention and reduction of probable damage)
in this area in emergency situations of a natural and man-made nature, the state
regulates the legal field of such processes, setting a number of requirements in
regulatory documents and construction standards, as well as creating laws and
regulations governing design and construction.
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These documents establish the obligations of specific subjects (executors) to
reduce the potential risk, provide specific measures, sanctions in case of non-ful-
fillment, as well as determine the conditions and procedure for regulating eco-
nomic and other activities. In addition, one of the activities of the state to pre-
vent risks and improve the quality and reliability of the projected construction
object, guarantees the safety of the person in it, is the state system of licensing
activities in the construction industry. Thus, the state's activities in this area are
in particular related to risk management.

It is noted that public-management processes are also difficult to predict and
are related to the activities of enterprises and organizations in which the state
acts as an entrepreneur (state-owned enterprises) or a business partner.

It is substantiated that the principles of risk management are defined in
different spheres, using different approaches, are correlated with each other.
Therefore, there is a need to adapt the findings of the world scientific thought
about risk management, not only in scientific developments, namely in the spe-
cific application of their nature. It is noted that ISO risk management prin-
ciples can be fully (without exception) taken as a basis for the construction and
operation of buildings, indicating their content and specifics for the construc-
tion industry.

Keywords: risk management, principles, risk management, principles, com-
ponents of management process, construction industry.

OCHOBHI ITPUHIINIIN T CKJIAZIOBI PU3UK-MEHE/GKMEHTY
ITPU BY AIBHUIITBI TA EKCILJIVATAILIII CIIOPY II;:
JEPKABHO-YIIPABJIIHCbKUIT ACITEKT

AHoTamnis. Y3araJbHeHO MiX0AU MO0 Kaacudikallii MpUHITMITB Ta CKJIaJ0-
BUX PU3UK-MEHEZKMEHTY [P JIeP;KaBHOMY PETyJIIOBaHHI Oy/IiBeJTbHOI Tarysi.

L1 po3yMmiHHS TPUKJIAZAHOTO XapaKTepy JAOTPUMAHHS NPUHIUIIB pHU-
3MK-MEHE/KMEHTY TIPU PeryJioBaHHi Taixysi OyAiBHUIITBA OOTPYHTOBAHO, 1[0
JUIST 3HVDKEHHST PU3UKY (T0Tlepe/PKeHHS Ta 3MEHIIIEHHST HMOBIPHOTO 30UTKY) B
i#l raysy3i 32 HaJI3BUYAUHUX CUTYAIlill IPUPOJHOTO 1 TEXHOTEHHOTO XapaKTepy
Jieps;kaBa PeryJiio€ MpaBoBe MoJie TAKUX MPOIeciB, BCTAHOBJIOIOYN HU3KY BUMOT
B HOPMATUBHUX JIOKYMEHTaX i cTaHaapTax 3 OyiBHUITBA, & TAKOK CTBOPIOIOYH
3aKOHU Ta MiI3AKOHHI aKTH, 1[0 PETYJIIO0Th MUTAHHS TPOEKTYBaHHS Ta Oy /1iB-
HUIITBA.

[TyMu TOKyMEHTaMU BCTAaHOBJIIOIOTHCST 000B’SI3KM KOHKPETHUX Cy0'€KTiB (BU-
KOHABI[B) IO0 3MEHIINEHHST MOKJINBOTO PU3UKY, TEpe6adyaloThcsl KOHKPETHI
3aX0/l1, CAaHKIIii B pa3i iX HEBUKOHAHHS, a TAKOXK BU3HAYAIOTbCS YMOBU Ta MOPS-
JIOK PETYJIIOBAHHS TOCTIO/IAPCHKOI Ta iHIIOI AisiiibHOCTI. OHUM 3 BUJIIB [iSIIbHO-
CTi lep;KaBU MIOJI0 TIOTIepe/iKeHH PU3UKIB Ta IMiIBUIEHHI IKOCTi 1 HaJlITHOCTI
06’ekTa OYIiBHUIITBA, [0 IPOEKTYETHCS, FapaHTiil 6e3reku nepedyBaHHs B HbO-
MY JIIOAMHY, € IepsKaBHa CUCTEMa JIIIeH3yBaHHS [IisJIbHOCTI B OyAiBEJIbHIN ramy-
3i. TakuM YMHOM, JIiIITBHICTD JIepKaBU B 11il cepi OB’ sI3aHa caMe 3 YIIpaBJIiH-
HSIM PU3UKAMHU.
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3a3HaveHo, 110 JIePsKAaBHO-YITPABJIIHCHKI TIPOIECH TAKOK BaXKKO IepeoavyBa-
Hi Ta TIOB’SI3aHi 3 iSTBHICTIO MIANPUEMCTB 1 OpraHi3ailliii, Jie iep;KaBa BUCTYIIA€
SIK MATPUEMEIb (JIepsKaBHi I IpUEMCTBa) un Oi3Hec-apTHep.

OG6rpyHTOBaHO, IO IPUHITUIIN PU3UK-MEHEPKMEHTY BUSHAYEH] y Pi3HUX chepax
3 BUKOPMCTAHHSIM Pi3HUX I/IXO/IIB, sIKi MAJIO KOPEJIIOIOTHCS Mizk c06010. ToMy BUHU-
Ka€ HeoOXiIHICTh ajianTaiiil HalparoBaHb CBITOBOI HAYKOBOI JIyMKH OO YIIPaB-
JIHHST PU3UKAMU He JIIIEe B HAYKOBUX JOPOOKAX a caMe B KOHKPETHOMY TTPHUKJIa/I-
HOMY iX XapakTepi. 3a3Ha4yeHo, 110 TPUHIUITN PUSHK-MeHeKMeHTY, Bupobsieri [ISO
MOKYTh OYTH TTOBHOIO Mipoto (6e3 BUKJIFOYEHD) B3SITi 32 OCHOBY IpU OYIiBHUIITBI
Ta eKCILIyaTarlil Criopy/I, 3a3Ha4arouH iX 3MicT i crienndiky /st Oy iiBeIbHOI Tarysi.

KimouoBi cioBa: ynpaBiiHHS PU3UKAMHW, IPUHIIAITH, TIPUHIIMIT PU3UK-Me-
HE[KMEHTY, CKJIJIOBI TIPOIIeCY yIpaBJIiHHs, Oy/IiBeJbHa TaTy3b.

OCHOBHBIE IPUHITUIIBI 1 COCTABJISIOIIUE
PUCK-MEHE/I[;)KMEHTA ITP1 CTPOUTEJIBCTBE
U 9KCILJIYATAIITMU COOPY KEHUIA:
TOCYIAPCTBEHHO-YIIPABJIEHYECKOI1 ACHEKT

Annoramus: O6001IeHbI TOAXO/IBI K KJIACCH(DUKAIUN TPUHITUIIOB ¥ COCTaB-
JIIONUX PUCK-MEHEZKMEHTa MPHU TOCYJIapCTBEHHOM pPeryJIMpPOBAaHUU CTPOU-
TeJIbHOU OTPaCJIN.

JIJist MOHVMaHWsI TIPUKJIQJHOTO XapakTepa COOMIONEHUsT TPUHIMIIOB PHUCK-
MeHE/PKMEHTA TIPU PETYJIMPOBAHUN OTPACH CTPOUTETHCTBA 0O0OCHOBAHHO, YTO
JUIST CHUDKEHMSI prcKa (TIPeyIPEsKACHIIO U YMEHBIIIEHUIO BOBMOKHOTO yiiiepha)
B 9TO¥1 00JIACTH IPY YPE3BBIYANHBIX CUTYAIUSIX TIPUPOJHOTO U TEXHOTEHHOTO Xa-
pakTepa rocy/IapCcTBO peryJaupyeT IIpaBoBoe 110Jie TAKUX [1POIeCcCOB, yCTAaHABIIM-
Bast PsiJi TPeOOBAHUIN B HOPMATUBHBIX JOKYMEHTaX U CTaHapTaX MO CTPOUTENb-
CTBY, a TaKXe CO3/1aBasi 3aKOHbBI 1 110/I3aKOHHBIE aKThl, PEryJINpPYIOlHe BOIPOCH
IPOEKTUPOBAHUS U CTPOUTEBCTBA.

ITUMHU JIOKyMEHTAMU YCTAHABJIMBAIOTCS OOSI3aHHOCTH KOHKPETHBIX CYyOheK-
TOB (MCHOJIHUTEJIEN ) TTO YMEHbBIIIEHNIO0 BO3MOKHOTO PUCKA, TIPEyCMaTPUBAIOTCS
KOHKpPeTHbIE MepBbl, CAHKI[MU B CJIy4yae X HeBBIITOJTHEHUS, a TAaKKe OIpe/lesaIoT-
sl YCJIOBUS U TIOPSA/IOK PEryJUpOBaHUs X035MCTBEHHOW U MHOW /1eITeIbHOCTH.
Kpome Toro ofHuM U3 BUOB A€SITEJIbHOCTH TOCYAAPCTBA 110 MPEAYIPEKICHNIO
PHCKOB ¥ TIOBBITIEHHUST KAYeCTBA U HA/IEKHOCTH TPOEKTUPYEMOTO 00BEKTA CTPOU-
TEJILCTBA, TapaHTHl 6e30ITacHOCTH PEObIBAHIS B HEM Y€JIOBEKA, SIBJISIETCSI TOCY -
JapCTBEHHAs CUCTeMa JINIIEH3UPOBAHUS /IeITEIbHOCTH B CTPOUTENBHON OTPACIN.
Takum 00pa3oM JesATeNbHOCTD TOCYIapCTBa B 9TOW chepe B 4aCTHOCTU CBSI3aHA
MMEHHO C yIIPaBJIeHUEM PUCKAMMU.

OTMeyeHo, 4TO rocylapcTBEHHO-YIIPaBIeHUECKUE MTPOIECChl TaKKe TPYIHO
Ipe/icKadyeMbl M CBSI3aHBI C JIEATENbHOCTBIO MPEANPUATUI U OpraHusaiuii, B
KOTOPBIX TOCY/IapCTBO BLICTYIIAET B KauecTBe IIpe Il puHuMaTests (rocy/1apcTBeH-
HbIe TIPE/PUSITHS ) W GU3HeC-TTapTHepa.

O60CHOBaHO, YTO TIPUHITUTIB PUCK-MEHEKMEHTA OMPE/IE/IEHbI B PA3TMIHBIX
chepax ¢ UCIOTb30BAHUEM PA3JIUYHBIX MTO/IXO/I0B, KOTOPbIE MaJIO KOPPEJIUPYIOT-
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Ci MEXY co00ii. HOSTOMy BO3HHKaAET H606XOI[I/IMOCTB aZaliTaliinu Hapa6OTOK
MHpOBOfI HaquOﬁ MDBICJIN 110 YIIPpAaBJI€EHUIO PUCKaMW HE TOJIBKO B HaYYHbIX /0-
pa6OTKaX, a4 MMEHHO B KOHKPETHOM IIPUKJIAZIHOM HX XapaKTEpPE. OTMe‘IeHO, 4qTo
IMIPUHIUIIBI PUCK-MEHEAKMEHTA, IIPON3BEJEHHDbIE ISO MOT'YyT OBITD B TIOJHOI Me-
pe (66‘3 I/ICK]IIO‘:IeHI/IIL/,I) B34TbI 3a OCHOBY IIPpU CTPOUTEJIBCTBE U OKCILJIyaTallu COO-
py>KeHI/II>)I, OIIpesesidd nxX CoJepRkaHne u CHeL[I/I(bI/IKy JJIA CTpOI/ITeJIbHOfI OoTpacJin.
KmoueBbie cioBa: yihpaBJjieHrE€ prUCKaMU, ITPUHIIUIIBI, IIPUHIIUIIBI PUCK-ME-
HEAJKMEHTA, COCTABJIAIONINE ITPOILIECCA YIIPpABJIEHW S, CTPOUTEJbHAsA OTPAC/Ib.

Target setting. Public adminis-
tration in any sphere is aimed at im-
plementing the main functions and
following a certain set of principles.
State regulation of individual sectors
is determined by the specifics of the
valuation of a particular type of ac-
tivity. There is a special need for state
intervention in the form of creation
of a regulatory framework in those
areas which are associated with risks
and threats. The main areas of activity
where the risk is a peculiarity is first of
all construction, health care, chemical
industry, transport and others. Each
of these areas uses a specific set of risk
prevention and risk coverage tools, for
which certain management principles
are implemented in the area. Thus,
first of all, construction belongs to the
spheres which are characterized by the
probability of a large number of risks.
Their occurrence is associated with fi-
nancial, technical, technological, legal,
and other types of support of activi-
ties in this sphere. Therefore, it makes
sense to determine the main principles
and components of risk management
during construction and operation of
facilities.

Recent research and publications
analysis. Some aspects of risk manage-
ment in public administration are a
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subject of research of such scientists as
O. Bilyavska, V. Horbulin, A. Kachyn-
ski, P. Mykhno, O. Polovtsev, A. Rach-
ynskyi, H. Sytnik, V. Soroko, Y. Stole-
tov, T. Pakhomov, V. Sharyi. The study
on specific issues of risk management
in construction activity was a subject
of publications of such domestic resear-
chers as H. Verbitska, I. Kucherenko,
O. Kuchma, V. Kravchenko, M. Ma-
lyk, N. Lutanyuk, K. Palyvoda, V. Po-
liachenko, T. Serdyuk, T. Shevchuk
and others. However, the approaches
to defining the components of risk ma-
nagement in the public administration
vary considerably, establishment of the
system of principles requires approval.
Paper objective. Therefore, the ob-
jective of this paper is to systematize
the principles of risk management in
the public administration of construc-
tion activity and to establish compo-
nents of risk management.
Presentation of the basic material.
Management of risks, or risk manage-
ment, as a component and an approach
in theories of management largely re-
ferred primarily to areas of activity of
profit-making organizations to mini-
mize contingencies and to ensure eco-
nomic benefits. The issues of risks and
their classification in the profit-making
sector were studied, in particular, by




Y. Stoletov, who argues that “ given the
limited resources and financial capa-
bilities each party to the business in-
terests tries to find ways to optimize its
costs and maximize its benefits (pro-
fit)” [1]. Running the business by the
market rules, “economic entities find
themselves in conditions of uncertain-
ty and are on the edge of the law” [1].
Then in such a relationship, the public
authorities act as a factor limiting the
external environment, at the same time
determining the system through legal
norms. On this basis it should be noted
that the key in such relationships is un-
derstanding of situation in which the
subject and entity of management get.
The situation should be understood as
“a complex of various conditions and
circumstances that create themselves
certain atmosphere for a particular ac-
tivity” [1]. That is, the “atmosphere”
may hinder or facilitate the implemen-
tation of certain intentions, and the
elements of uncertainty are inherent
to the functioning and development of
many processes. Such interpretation
of the concept of situation leads to the
understanding that due to different
kind of situations, the result cannot be
fully predicted. This fully applies to the
processes in public administration.
Therefore, there is a need to carry
out assessment of activity risks. “Risk
is a quantitative characteristic of im-
pact of dangers, which are formed by
human activity, that is, mortality rate,
morbidity and disability caused by the
effect of a particular danger on people.
Risk is directly linked to the concept of
damages, that is, with a probability of
loss or damage of the subject, the less
risks is studied, the more damage is
caused” [2]. Tt is the avoidance or mi-

nimization of such cases that should be
regulated by the government, since the
market with its aim of making a profit
is not able to fully control the process
of achieving the goal. In this regard,
there is a need for accumulation and
analysis of information regarding vari-
ous adverse events to determine com-
mon trends and regularities of their
manifestations. Moreover, public ad-
ministration processes are also difficult
to predict and are associated with the
activities of enterprises and organi-
zations in which the state acts as an
entrepreneur (state enterprises) or a
business partner.

An issue of partial predictabil-
ity of processes in the sphere of pub-
lic administration was covered in the
works of N. Lutaniuk and P. Mykhno,
O. Polovtsev. So, in particular, it is ar-
gued that “effective management of the
public administration subject in mo-
dern conditions involves consideration
of uncertainty and risk situations” [3].
“Organizations, no matter how large or
small they are, face internal and exter-
nal factors that shape the uncertainty.
The effect of this uncertainty is a “risk”
that is inherent in all activities” [4].

In studies of O. Polovtsev risk ma-
nagement in public administration is
considered first of all from the stand-
point of assessment and analysis of
risks in management, more specifically
“within logical and probabilistic ap-
proach” [5]. The researcher proposes
“to exercise risk management based on
logical and probabilistic approach in
the management process over public
administration subject”. The attrac-
tiveness and advantages of this ap-
proach are in clarity and certainty of
quantitative risk evaluation and hand-
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son opportunities during the analysis
of the influence of system elements on
its stability and security” [5].

This approach requires a clear clas-
sification of risks according to differ-
ent criteria, and as a consequence ways
to minimize them. However, even the
economic literature is limited to the
list of ways to limit risk without clear
guidance regarding their use at a cer-
tain size of the potential damage, with-
out introduction of clear criteria. One
of the logical approaches to classifica-

tion of risks is to divide them into class-
es (groups), each of them is subdivided
into certain types. This is the approach
used by Y. Stoletov (table 1, compiled
by the author), who states that “risk
classification is the systematization of
numerous risks based on characteris-
tics and criteria and can gather a large
number into general terms” [1].
However, this classification of the
subject of risk management is far from
complete, it indicates only the ap-
proaches to the classification and the

Table 1
Risk classification by Y. Stoletov
Classification Types Content of risk manifestation
criterion of risks
Time of occur- |retrospective |an overview of what happened in the past, an
rence assessment of impact factors from the point of
view of what happened
current and determined by the current situation or the intro-
future duction of certain changes in the future
Basic factors of | political determined by the change in the political situ-
occurence ation, which in its turn affects entrepreneurial
activity (border closures, fighting, etc.)
economic determined by adverse conditions in the econo-
my of enterprise or in the economy of the state
Nature of ac- external related to the enterprise activities or its respon-
counting sive group External risks are affected by a large
number of factors — political, economic, demo-
graphic, social, geographical and others.
internal determined by the enterprise activities or its
responsive group
Nature of the pure (simple |always carry the loss of business activities
effects or aggregate)
speculative can carry both — a loss and additional profit. The
reason for this type of risks can be changes in
the market, changes in currency exchange rates,
changes in tax legislation and other
Area of occur- |production related to the manufacturing sector, production
rence technologies
commercial related to changes in the market, suppliers, cus-
tomers, competitors
financial related to the change in fiscal policy, inflation etc
insurance related to insurance
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basic criteria. This is because the risk as
a subject of management has different
manifestations depending on the scope
of activities, impact factors on the pro-
cesses, situations and so on. Therefore,
such studies should not be separate,
they must be integrated into the world
space. The development of the interna-
tional standard ISO 31000:2009 Risk
Management. Principles and Guide-
lines and ISO Guide 73:2009 Risk
Management. Vocabulary was the re-
sult of research made by scientists from
Australia, New Zealand, Japan and
several other countries. “They have
become effective tools used by private,
state and municipal organizations of
developed countries for the develop-
ment, implementation and continuous
improvement of the risk management
system as a mandatory component of
their management systems |3, p.10].

Thus, ISO 73:2009 defines risk as an
effect of uncertainty on objectives [6].
ISO — International Organization for
Standardization 31000:2009 defines the
principles to ensure the effectiveness of
risk management of the organization.
These principles are defined as one of
the management rules which charac-
terize risk management from different
points of view. That is, risk management:

 creates and protects evaluation
(contributes to the improvement of
health indicators, a person’s life, com-
pliance with legislation, environmental
protection etc.);

* is an integral part of all organiza-
tional processes;

* is a part of the decision-making
process;

* expresses uncertainty;

* is structured, organized and coor-
dinated in time;

« is based on the best available in-
formation;

* has its own peculiarities for each
organization;

* takes into account human and
cultural factors;

* is a dynamic process that can be
repeated in time and is changeable;

* helps to improve the performance
of the organization;

Transparency and inclusiveness are
natural for risk management (transpa-
rency for investors and involvement of
an increasing number of participants)
[6].

Thus, these principles are those re-
cognized general rules, which should be
a basis for elaboration of risk manage-
ment principles in a specific field. “The
principle, in contrast to the idea of the
law, in a plane of practice, should serve as
the direction of behavior, the function of
forming the behavioral standard of the
ideal model” [ 8, p. 38]. Being derived
from the common laws, the principles
of risk management reflect the relation-
ship, in accordance with which the ma-
nagement system should be established,
operate and develop. It is impossible to
achieve the objectives of risk manage-
ment without operation of mechanism
of public administration — “a means of
achieving the targets, which implies the
implementation of measures that are
carried out on the basic principles in
functional activities and management
practices”. [ 9, p. 12]. Let us try to cor-
relate the principles of risk management
defined by ISO with the most complete
list of similar principles in public admi-
nistration specified by O. Biliavska [10].
In addition, these principles should be
not just identified in the abstract way,
but also transferred to the practical le-
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vel, being linked with a specific industry
sector, namely with construction (table
2 developed by the author).

There are always risks in construc-
tion in general and housing in particu-
lar. Some of them, the so-called inhe-
rent risks, can be pre-considered and
transferred onto the shoulders of in-

surance companies. These risks include
risks associated with the uncertainty
of the process of running housing con-
struction business. These losses are dif-
ficult to predict. It is hardly possible
to transfer them onto the shoulders
of insurance companies” [11]. There-
fore, in large measure, in construction,

Table 2

The relevance of the ISO risk management principles with similar principles
in the field of public administration and construction

In particular, at first glance,

a complete avoidance of

risk is a positive thing in the
public authorities. However,
this situation is connected

with the limit of the state’s
ability to perform its functions.
Therefore, the goal of risk
management cannot be a
complete avoidance of risk, but
taking it into consideration to an
acceptable level

The principle | The essence of the principle ISO risk Risk
of risk of risk management in public | management | management
management administration principle principle in
in PA. construction
1 2 3 4
Target-setting |provides for harmonization of part of the you need to
the goals of risk management | decision- think about the
with the mission and goals of making consequences/
the public authority in general. | process effect of risk

Efficiency

reflects achievement of the
maximum results in risk
management with minimum
cost, i.e. the cost of managing
risk must be less than the
possible costs that could be
borne when implementing
arisk in the absence of risk
management. According to this
principle, it is more profitable
to undertake expenditures into
managing risk than to incur
costs as a result of adverse
events

it makes no
sense to risk
more than your
own capital can
afford

154




1

2

3

Feedback

the current results of risk
management must be
compared with the goal set
at the beginning. Violation of
feedback leads to failures of
the risk management system
and the wrench of results that
adversely affect the operation
of the entire organization

structured,
organized and
coordinated in
time

Comprehensi-
veness

different risks should not be
managed separately. The
principle of comprehensiveness
means that they should create
a closed system having a
hierarchical form during

risk identification. They can

be managed by different
methods, but taking into
account each other and with the
cumulative assessment of the
simultaneous action of all the
risks. It is necessary to ensure
that reducing one type of risk
does not lead to growth of the
other one.

an integral
part of all
organizational
processes

Tolerance

risk management must be
structured in such a way that
deviations in the system’s
operation (public authority)
within a certain range of
parameters of elements,
subsystems, external
environment or the behavior
of other systems did not lead
the system to disaster. The
formation of risk management
mechanism it is appropriate
to define as many factors
influencing the activities of a
public authority as possible

takes into
account
human and
cultural factors

you cannot risk
the larger for
the minor

the principles of risk management are
studied. H. Verbitska uses a specific ap-
proach to the formulation of principles

in construction. The basic principles of
risk regulation, according to her, are as
follows:
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* it makes no sense to risk more
than their own capital can afford,;

* you need to think about the con-
sequences of risk;

* you cannot risk for the minor [12].

The rest is considered by the re-
searcher as measures and techniques
for limiting risk, allocating them in-
to external and internal. “External
methods of risk minimization include:
transfer of risk, insurance, financial
diversification, management consult-
ing. There are the following internal
methods of limiting risk: limiting, ob-
taining additional information, reserv-
ing funds to cover unexpected costs,
business planning, validation of busi-
ness partners, proper selection of per-
sonnel, organization of protection of
trade secrets” [12]. As the study shows,
risk management principles identified
in different fields using different ap-
proaches are little correlated between
each other. Therefore, there is a need
to adapt the achievements of world sci-
entific idea regarding risk management
not only in scientific works, namely
in their specific practical character. In
our opinion, risk management principles
produced by 1SO can be fully (without
exception) taken as a basis in construc-
tion and operation of facilities, noting
their contents and specifics for the con-
struction industry.

Besides, it should also be noted that
in addition to the basic risk manage-
ment principles in public administra-
tion that can be correlated with the
ISO principles, O. Biliavska notes a
number of specific principles, such as
“causality, independence, integration,
continuity, adequacy and reliability of
information, adaptability, consistency,
scientific validity” [10]. This list is

156

broader in comparison with the basic
principles and is more consistent with
the ISO risk management principles.

To understand the applied nature
of the observance of risk management
principles when regulating the con-
struction industry it is advisable to
bring to the light that to reduce the risk
(prevention and reduction of possible
damage) in this area in case of emer-
gency situations of natural and techno-
genic character, the state regulates the
legal field of such processes, establishing
a number of requirements in the statu-
tory documents and standards for con-
struction, as well as creating the laws
and regulations governing design and
construction issues. These documents
set out responsibilities of specific ac-
tors (performers) regarding minimiza-
tion of possible risk, provide for specific
measures, sanctions in case of non-com-
pliance, and define the terms and pro-
cedure for regulation of economic and
other activities. In addition, the state
system of licensing in the construction
industry is one of the state activities
regarding risk prevention and improve-
ment of the quality and reliability of the
designed facility, security guarantees of
staying inside of it. Thus, the state’s ac-
tivity in this area in particular is associ-
ated with risk management.

Therefore, logically continuing on
the subject, attention should be paid
not only to principles but also on the
components of risk management. “Risk
management is a set of methods, tech-
niques and measures that allow to pre-
dict the occurrence of risk events to a
certain extent and take measures to re-
duce them” [13, 257].

By the structure of risk manage-
ment, ISO 73:2009 refers to the rela-




tionship of elements ensuring that the
principles and organizational measures
used in designing, developing, imple-
menting, monitoring, reviewing and
continually improving risk manage-
ment throughout the organization.
Structure of risk management should
be integrated into the overall strategy,
policy and practice of the organiza-
tion [6]. ISO Guide 73:2009 gives the
following interpretation of the main
components of the risk management
process:

* establishing the context as defin-
ing external and internal factors to be
taken into account when managing
risk, and setting the scope and risk cri-
teria and risk management for the risk
management policy;

* continual and iterative processes
that an organization conducts to pro-
vide, share or obtain information, and
to engage in dialogue with stakehol-
ders regarding the management of risk;

* risk assessment as a process, en-
compassing risk identification, risk
analysis and evaluation of risk degree.
With that, risk identification refers to
the process of identifying, listing and
describing the elements of risk, the risk
analysis — the process to comprehend
the nature of risk and estimate its level,
and the establishment of the degree of
risk — the process of comparing the
analysis results with risk criteria to de-
termine its admissibility;

* risk treatment as the process of its
modification by removing the risk by
means of taking decisions about the re-
nunciation of work, in process of which
or which could give rise to a harm-
ful event, the elimination of sources
of risk, changing the consequences of
dangerous events;

* monitoring and reviewing as con-
tinual checking, supervising, critically
observing or determining the status in
order to identify change from the per-
formance level required or expected,
and to establish the degree of its ade-
quacy and efficiency [6].

However, theoretical developments
of scientists are rarely used in the prac-
tice of public administration in general
and in construction in particular. Thus,
P. Mykhno says: “At the same time,
Ukrainian bodies of public administra-
tion, especially at the regional level,
and local authorities rarely apply the
world’s proven practices for effective
risk management in their activities.
This minimizes their effectiveness and
pushes for excessive use of resources”
[4]. At the same time T. Shevchuk
notes that our legal framework at least
in the investment part to a greater ex-
tent regulates risks for investors and
governments. “Institutional inves-
tors, bodies of state power and local
authorities are most protected from
the risks. The least protected from the
risks are individual investors who do
not have the organizational, legal and
information capabilities of effective
risk management. That is what causes
the need for investment by individual
investors through financial intermedi-
aries” [11]. Thus, legal factors of risk in
construction are the most determinis-
tic, predictable among all factors such
as: economic, legal, administrative, ar-
chitectural and construction.

Individual risks in construction
are regulated by statutory acts. Thus,
T. Serdyuk notes that “the legisla-
tion of Ukraine provides for the ob-
ligation for the trustee company to
insure financial risks and responsibi-
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lity towards investors for damage or
destruction of property in their pos-
session. They also provide for compul-
sory insurance by the developer of the
responsibility before third parties, as
well as insurance of construction and
installation works” [4]. However, the
question remains regarding the man-
agement of other risks that are not
even insured, except documentation.
The state provides for the formation
of the Insurance Fund of Documenta-
tion, its management, keeping, and de-
livery to users of copies of documents
of the Fund required for production,
maintenance and repair of products
of defence, mobilization and economic
purpose, for construction, rescue and
emergency recovery work and works
during the special period, and also in
the sphere of preservation of informa-
tion on cultural values. Therefore, re-
searchers in this field note that “the
construction industry like no other is
associated with the emergence of the
financial and technical risks. Risks
can arise both from the side of inves-
tors, developers and professional con-
tractors in the international practice.
Construction risks are a form of engi-
neering or technical risks” [15]. So the
question regarding generating com-
ponents of public risk management in
construction first requires the speci-
fication of the management subject,
and thus a clear classification of risks
from the perspective of public admi-
nistration, disclosure of the principles
of risk management specified in ISO
31000 International Standard spe-
cifically for the construction industry
and, consequently, management sub-
ject and risk management scheme in
public administration, suggested by
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V. Polovtseyv, can be adopted to com-
ply with the ISO. It consists of a logi-
cally closed “sequence of the following
procedures:

* prediction of inefficiency (failure)
of management, caused by the para-
meters, i.e. when parameters go beyond
the corridor of acceptable values;

» modeling and allocation of re-
source requiring test parameters, con-
trol and corrective actions;

* claboration of process or system
development with determining the
values of test parameters, control and
corrective actions at individual stages;

* processing information and mak-
ing decisions about the choice of cor-
rective actions;

* clarification of models to determine
parameter values, resources for parame-
ters and losses in case of impossibility to
implement these parameters” [15].

Such modeling of risk management
sistematises the sequence of actions of
the subject of management, gives the
opportunity to select individual com-
ponents of management as a dynamic
process. That is, this approach allows
to consider the system of risk manage-
ment not in static, but in dynamics.
However, the most important compo-
nent of providing dynamic manage-
ment process is such a component in
static as personnel, since risk manage-
ment requires deep knowledge of the
industry where risk management is
carried.

Conclusions from this study and
perspectives for further research in
this direction. Thus, the analysis of the
scientific development of the subject of
risk management in the construction
sphere from the standpoint of admini-
stration has pointed to ambiguity of




the approach to classification of the
subject of management, its principles
of management, and, accordingly, com-
ponents of such management. To solve
the issue as to generating components
of public risk management in construc-
tion it is required to specify the subject
of management, therefore it requires a
clear classification of risks in construc-
tion and in state regulation of this pro-
cess. Adaptation of the ISO risk mana-
gement principles to the conditions of
state management and regulation of
the construction sphere must be the
direction of further scientific research.
It is also appropriate to adapt the de-
veloped risk management models in
the public sector to the construction
industry and to develop requirements
for the management entity in terms of
competencies. In addition, the risk of a
managerial decision by a civil servant
in this field can be considered a sepa-
rate area of research, since the activi-
ties of civil servants are clearly regula-
ted by the law and by-laws, provided by
the fundamental law of the state, which
indicates that civil servants must act
within the limits and in the manner
prescribed by law. However, the law
not always can regulate all situations
that arise in management activities,
so officials can act at their discretion
within the law, based mainly on their
own management experience. Acting
at one’s discretion in the field of public
administration is associated with the
risk both for the official and the con-
sequences of making a risky decision
for others. The classification of such
risks and definition of the components
of management resulting from such an
approach may be a direction for further
research.
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