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RISK-MANAGEMENT AS AN INSTRUMENT
OF THE PUBLIC REGULATION OF RISK
ASSESSMENT IN CONSTRUCTION
AND OPERATION OF BUILDINGS

Abstract. The urgency of the article lies in the need of improving the mecha-
nisms of public regulation of economic relations in the country. To date, there
are many internationally recognized quantitative, descriptive, and imitative ap-
proaches to the managing the risk of an investment project in the real sector. Their
choice requires taking into account the peculiarities of public regulation of the
construction industry on the basis of risk management. Methods of risk assess-
ment are considered in the works of domestic and foreign scientists, in particular
such as S. Bolotin [3], N. Blanas, C. Syraculis and H. Pandemmenou [19], V. Ko-
shelev [8], O. Kruzhilko [9], T. Morozova [11], I. Ptukhina [12], A. Snirov [13],
S. Shulzhenko [14], S. Hendrickson [16]. The peculiarities of public regulation
of the activity of the construction industry actors and a comprehensive under-
standing of all the advantages and disadvantages of various methods of risk as-
sessment in construction are still insufficiently worked out. The main task of the
investor’s risk analysis is to construct the correct model (presentation) of the
project, which is used to make a decision to finance the construction of a par-
ticular object. The basic groups of methods for analyzing the risk of financing a

189



project by an investor can easily be determined by the key subject of considera-
tion — this may be either a scheme of financial flows that arise from its financing,
or a project itself as a socio-economic phenomenon. The use of risk management in
the management of investment and construction projects serves as a modern tool
for the public regulation and risk management of construction companies.

Keywords: public regulation in the field of construction, risk management,
risk assessment methods, investment and construction projects.

PU3UK-MEHE/[)KMEHT SIK THCTPYMEHTAPII JIEP;KABHOT'O
PETY/JIIOBAHHS OIIHKHW PU3UKIB IIPU BY/IIBHUIITBI
TA EKCILIVATALII CIIOPY [

Asorarisi. BusnaueHo akTyasbHICTh 1 HeOOXiIHICTD YIOCKOHAJIEHHST MEXaHi3-
MiB /IEPKABHOTIO PEeryJI0BaHHs EKOHOMIYHUX BiJJHOCUH Yy KpaiHi. Ha cborojHi ic-
Hye€ Ge3/1id anpoOOBaHUX CBITOBUM JOCBIIOM KiJIbKiCHUX, OITUCOBUX, IMiTAIllITHIX
MIXO/IIB 710 YIIPABJIiIHHSA PU3UKOM iHBECTUTIHHOTO TTPOEKTY B PEATLHOMY CEKTOPI.
Ix Bubip motpebye BpaxyBanHs 0COGIMBOCTEll ePAKABHOTO PEryIIOBaHHS Oy/ii-
BEJIbHOI TasTy3i Ha 3acajiaX PU3UK-MEHEeKMEHTY. MeTonu OIiHKU PU3UKIB PO3-
[JISIAI0THCS Y MPAIAX BITUM3HSAHUX 1 3apyOisKHUX BYEHUX, 30KpEMa TaKuX, SIK:
C. bouotin [3], H. baanac, K. Cipakyuic ta X. [Tangemmenoy [19], B. Kore-
aes [8], O. Kpyxumko [9], T. Mopososa [11], L. IItyxina [12], A. [ITaupos [13],
C. Hlyabxenko [14], C. Xenapikcon [16]. 3aznaueno, 1mo HeAOCTATHBO OTIpa-
IbOBAHNMH 3aJIUIIAIOThCS OCOOJMBOCTI JE€P:KaBHOTO PEryJIIOBaHHS [isS/IBHOCTI
cy0’exTiB OyIiBeIbHOI TaTy3i Ta KOMILIEKCHE PO3YMIHHST YCiX repeBar i He[oJIiKiB
PI3HUX METOJIIB OIIHKU PU3UKIB y OyaiBHUITBI. OOTPYHTOBAHO, 1110 OCHOBHUM 3a-
BIAHHSIM aHAJI3y PUBKMKY IHBECTOPOM € HOOY0Ba KOPEKTHOI MozeJi (IOfaHHs)
MIPOEKTY, SIKa BUKOPUCTOBYETHCS [IJII IPUMHATTS pillleHHd PO (iHAHCYBaHHS
CIIOPY/KEHHSI TOrO 4i iHIIOro o6’ekra. Basosi rpynu MeTo/iB aHaIi3y PUBHUKY
(himancyBaHHS TTPOEKTY iHBECTOPOM JIETKO BU3HAYUTH 1O KJIIOUOBOMY IpeaMe-
Ty POSIJIsIY — Iie MOke OyTh abo cxema (DiHAHCOBUX MOTOKIB, M0 BUHUKAIOTh
npu #oro ¢inancysanHi, abo BIacHe MPOEKT SIK COIIAIbHO-eKOHOMIYHUN (heHO-
MeH. 3po0JIeHO BUCHOBOK, 1110 BAKOPUCTAHHS PUBUK-MEHEKMEHTY B YIIPABJIiHHI
IHBECTHIIHHO-OYAiBEJIbHUME TIPOEKTaMU BUCTYIIAE€ CYYaCHUM iHCTpYMEHTapiem
MeXaHi3MYy JeP:KaBHOTO PEryJII0BAHHS Ta YIIPABIiHHI PU3UKAMU OpraHisaiiiii Oy-
NliBETHHOTO KOMILIEKCY.

KmouoBi cioBa: nepskaBHe perysoBaHHs y cdepi OyIiBHUIITBA, PUSHK-Me-
HeKMEHT, MeTO/I OLIHKY PUBKKIB, iIHBECTUIIIHO-0Y1iBE/IbHI IIPOEKTH.

PUCK-MEHE/I[>KMEHT KAK MHCTPYMEHTAPUI1
TrOCYAAPCTBEHHOI'O PETY/IMPOBAHUA OIEHKU PUCKOB
MMPU CTPOUTEJILCTBE U 3KCILUIVATAIIUA COOPY KEHUI1

Annoraius. Ornpe/esiena akTyalbHOCTb U HEOOXOIUMOCTD COBEPIEHCTBOBA-
HUS MEXaHU3MOB TOCYJAPCTBEHHOTO PETyJIUPOBAHUS 9KOHOMUYECKUX OTHOIIIE-
Hull B cTpate. Ha cerozus cyiecTByeT MHOKECTBO allpOOMPOBAHHBIX MUPOBLIM
OTIBITOM KOJIMYECTBEHHBIX, OMTMUCATEIbHBIX, UMUTAITMOHHBIX TTOJXO/A0B K YITPaB-
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JIEHUTO PUCKOM WHBECTHIIMOHHOTO TIPOEKTA B PeaibHOM cekTope. VIX BbIOop Tpe-
Oyer ydera 0COOEHHOCTEH TOCYIapCTBEHHOTO PETYJUPOBAHUS CTPOUTENHHOI
OTpacJii Ha OCHOBE PUCK-MeHe/KMeHTa. MeTo/Ibl OlleHKHU PUCKOB pacCMaTpHBa-
IOTCST B TPY/ZIaX OTE€UECTBEHHBIX M 3aPYOEKHBIX YIEHBIX, B YACTHOCTH TAKUX, KaK:
C. bonorun [3], H. Baanac, K. Cupakysuc u X. [Tangemmenoy [19], B. Komenes
[8], A. Kpyxuuka [ 9], T. Mopososa [11], W. IItyxun [12], A. IITasipos [13],
C. lIymbxenko [14], C. Xennpukcon [16]. OTMedeHO, 9YTO HEAOCTATOUHO TTPO-
paboOTaHHBIMU OCTAIOTCST OCOOEHHOCTH TOCYIAPCTBEHHOTO PETYJIMPOBAHUS JI€s1-
TEJNBHOCTH CyOBEKTOB CTPOUTETHHON OTPACH M KOMILJIEKCHOE TTOHUMAHUE BCEX
IIPENMYIIECTB U HEJIOCTATKOB PA3JIMYHBIX METO/IOB OIIEHKH PUCKOB B CTPOUTEJb-
crBe. O60CHOBAHO, YTO OCHOBHOI 3a/1aueil aHAIN3a PUCKA HHBECTOPOM SIBJISIETCSI
MOCTPOEHNE KOPPEKTHOM Mosesn (TIPe/ICTaBIeHMs) TPOeKTa, KOTOopasi UCIOJIb-
3yeTcs il IPUHATHS pelieHusl 0 (DUHAHCUPOBAHUU CTPOUTENBCTBA TOTO WJIH
MHOTO 0ObekTa. Ba3oBbie TPYMIBI METOMOB aHAIM3a PUCKA (hUHAHCHPOBAHMS
IIPOEKTa MHBECTOPOM JIETKO OIPEEJNUTh 10 KJII0YeBOMY IPEIMeTy paccMoTpe-
HUSI — 3TO MOJKET ObITh J1O0 cxeMa (PMHAHCOBBIX MOTOKOB, BO3HUKAIONIIX TIPH
ero (hrHAHCHPOBAHUY, UK COOCTBEHHO TIPOEKT KaK COMUATbHO-9KOHOMUYECKUIT
dhenomen. KoHKpeTH3MPOBaHO, YTO UCTIOTIH30BaHNE PUCK-MEHE/)KMEHTA B YIIPaB-
JIEHNW WHBECTUIIMOHHO-CTPOUTEbHBIMU MTPOEKTAMHU BBICTYTIA€T COBPEMEHHbBIM
MHCTPYMEHTapreM MeXaHW3Ma TOCYZapCTBEHHOTO PEryJMpOBaHUSI U yIIpaBJie-
HUSI PUCKaMK OPTaHU3aIi CTPOUTENbHOTO KOMILJIEKCA.

KmoueBsie cioBa: rocyZiapcTBEHHOE peryJanpoBaHue B chepe CTPOUTEbCT-
Ba, PUCK-MEHE/I)KMEHT, METOJIbI OI[EHKN PUCKOB, UHBECTUI[MOHHO-CTPOUTEJIbHbIE
IIPOEKTHIL.

Target setting. is analysis of the use
of risk management in the management
of investment and construction projects

international experience quantitative,
descriptive, imitative approaches to the
management of risk of the investment

as a modern tool of state regulation in
the field of construction through clari-
fication of the suitability of risk assess-
ment methods for use in the construc-
tion and operation of facilities (based
on ISO 31010-2011). In the conditions
of imperfection of mechanisms of state
regulation of economic relations in the
country, organizations of all types and
sizes face internal and external factors
and influences, because of which it is
impossible to determine how and when
they will be able to achieve their goals.
Although there are many proven by

project in the real sector, but in practice
the whole range of methods is not used
widely. Often it is limited to the basic
ranking of the riskiness of various pro-
jects and rules of the assignment of pro-
jects to particular risk categories.
When working with simple projects
this methodology is justified, but with
the growing complexity of projects, risk
management is impossible without the
involvement of a more detailed deve-
lopment. And this requires the account
of features of state regulation of the
construction industry and a compre-
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hensive understanding of all of the ad-
vantages and disadvantages of different
methods of risk assessment in construc-
tion. Therefore, in practice, such effec-
tive management tool as risk manage-
ment is increasingly used.

Actual scientific researches and
issues analysis. Through considerable
uncertainties in investment in Ukrai-
nian construction industry risk analy-
sis plays an important role in pre-in-
vestment studies of firms operating in
the Ukrainian market. Risk assessment
techniques are discussed in the works of
Ukrainian and foreign scientists, such
as S. Bolotin [3], N. Blanas, K. Siraku-
lis, H. Pandemmenu [19] V. Koshelev
[8], O. Kruzhylko [9], T. Morozova
[11], I. Ptukhina [12], A. Shnyrov [13],
P. Shulzhenko [14], S. Hendrickson
[16]. Issues of state regulation of risk
assessment for construction and opera-
tion of facilities, risk management and
the concept of risk management are the
subject of research of such scientists as.
I.Azarov [1], K. Basenko [2], E Vigbin
[20], I. Vlasenko [4], O. Voskoboynik
[5], N. Jill and B. Tesar [17], A. Kalash-
nikov [7], V. Melko [10].

The statement of basic materials.
Currently, the Ukrainian economy is in
a situation where the economy itself —
the basic production assets, outdated
technology, technical and technologi-
cal system of construction projects is
a source of risks of accidents and di-
sasters. Objectively and fundamentally
insurmountable uncertainty that oc-
curs when making state-management,
organizational, economic and design of
the system-technical decisions leads to
the fact that the risk of such decisions
is never zero. Risk is inherent in every
project, every process and every deci-
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sion at all stages of the project life cycle.
Therefore, the risk needs to be managed
at each stage, and this is possible only
under the condition of the integration
of risk management into the manage-
ment of construction and investment
projects and the construction industry
as a whole.

The process of risk management
begins with identification. During the
process organizations undertake com-
munication and consulting with stake-
holders, analyze risks and controls that
modify it to ensure that further risk
treatment is not necessary.

State regulation in this sphere has
solid international normative basis. In
particular, the standard (ISO 31010-
2011) was developed, which describes
in detail a systematic and logical risk
management process. While all organi-
zations manage risk to some degree, this
Standard establishes certain principles
under which risk management becomes
more effective.

The mechanism of state regulation
of risk insurance in the construction
industry is also developed. As noted
by V. Melko, world practice has deve-
loped two principle approaches to state
regulation of risk in construction: con-
tinental (Germany, France, Italy, Spain,
Sweden) and Anglo-American (USA,
UK, Canada, Australia). The continen-
tal system is based on strict legislative
regulation of activity of subjects of the
market, the laws and codes in details
regulate all aspects of activity of sub-
jects of the construction sector and
systematic monitoring of compliance
with laws when conducting insurance
operations. The continental model of
state regulation is characterized by such
forms as verification of implementation




of business plans, oversight of ongoing
operations, regular inspections of insu-
rance companies. In the Anglo-Amer-
ican system the majority of the par-
ties of economic life are not codified.
The legislation defines only the most
general terms, the legal framework of
state regulation of economic activities,
without detailed regulation. Under this
legal system a liberal model of state
regulation is built, which focuses on the
financial condition of companies based
on consideration of their reports; [10,
p. 47].

The above mentioned standard
ISO 31010-2011 considers risk as the
effect of uncertainty on achieving the
objectives of the organization. The
system of state regulation and enter-
prise risk management-building com-
plex, according to K. Basenko, inclu-
des:

“1) the current regulatory, legal,
programmatic, informational, logisti-
cal, staffing, organizational culture,
within which the functioning of any
system of controls is performed;

2) object management — risk, risky
and economic investments and socio-
risky relations arising in the process of
risk implementation;

3) subject of management — a spe-
cial group of people (a structural sub-
division: Department, service, or Risk
Manager, Financial Manager, etc.) that
carries out purposeful functioning of
object of management through various
techniques and methods of managerial
influence” [2, p. 57].

The researcher from Odessa 1. Aza-
rova, according to popular in foreign
countries approach Construction Risk
Management System (CRMS) offers
the process of identifying risks to be

considered as a sequence of six stages
[1,p. 12]:

1. identification of uncertainties;

2. preparation of the preliminary

checklist;

3. scenario of consequences;

4. reflection of risk;

5. systematic list of risks;

6. total risk.

The risk assessment may be per-
formed with different degree of depth
and detail using one or more methods
of different level of complexity. The as-
sessment form and its underlying data
should be consistent with the risk cri-
teria established when determining the
application.

When choosing a risk assessment
method one should consider that the
method should:

— respond to this situation and the
organization;

— provide results in a form that pro-
motes awareness of risk and methods of
its processing;

— ensure traceability, reproducibi-
lity and verification of process and re-
sults [8].

Thus, the primary task of a risk ana-
lysis by the investor is building a valid
model (representation) of the project,
which is used for making decisions
about financing the construction of an
object. Basic groups of methods of risk
analysis of the project financing by the
investor can be easily determined ac-
cording to the key consideration — it
may be either the scheme of financial
flows, difficulties in its financing, or the
actual project as a socio-economic phe-
nomenon.

The state provides oversight and
regulation of construction activities in
the country, the state control in this
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field lies with the Ministry of Regional
Development, construction and hous-
ing and communal services of Ukraine,
the Cabinet of Ministers of Ukraine di-
rects and coordinates the activities of
other Central Executive Authorities, in
particular the State architectural and
construction inspection of Ukraine,
which is monitoring compliance with
legal requirements, building codes,
standards and regulations in construc-
tion. The Ministry of Regional Deve-
lopment carries out monitoring of risks
during the construction and operation
of facilities and puts forward legislative
and other normative-legal submissions
on the improvement of state regulation
in the field of construction.

It should be noted that the processes
of the construction has characteristics
defining the species, the degree of in-
fluence of risk factors, as well as a set
of methods and diagnostic tools. Con-
struction risks appear as the result of
the construction of and cause devia-
tions of progress from plan targets. The
types of risks encountered in project
implementation are various. In general
they can be divided into internal and
external. The main external risks are
natural, economic, technical, and ad-
ministrative risks. These include in par-
ticular risks of force majeure, changes
in the political environment, currency
exchange rates, inflation, changes in in-
terest rates.

Internal risks are subdivided into
resource risks, they are classified by
the types of resources consumed in the
construction process, the loss of which
can occur at different stages of con-
struction, and partner risks, including
contractual, object, risks of interaction
between the contractors of the supply
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chain and risks of stream processes’
management. Partner risks include the
risks of shortage of raw materials and
components, supply of substandard
materials and components, violation of
delivery dates, lack of funding. Tech-
nological risks in construction include
preconstruction (technical specifica-
tions, layout, construction, testing and
commissioning) and postconstruction
(operation and maintenance of their
serviceability).

The attention of bodies of state
regulation of construction activities is
paid to this special group of internal
risks that characterize public product
character of building activities, as the
risk of possible failure. Accounting for
the actual risk of failure (inability to
use an object or its component part on
a functional purpose) is a basis for dif-
ferentiating between the degree and
methods of state regulation in relation
to construction projects.

Since the external risks are not easi-
ly influenced, the main focus is on the
management of internal risks [9].

Based on the nature and objectives
of management of construction and in-
vestment projects, to assess and mana-
ge the risk of design and construction,
as well as financial relations arising in
the course of resource provision for
construction projects a system of risk
management is used. Identification
of the features of application of risk
management in investment and design
construction requires the analysis of
algorithms of risk assessment and ma-
nagement. It should be noted that the
developed to date total risk manage-
ment approaches do not consider the
specifics of their application in specific
sectors of the economy, and in particu-




lar in investment-construction sphere.
The problem of evaluation of uncertain-
ty and risk in managing construction
and investment projects to date has not
received proper solution. This is large-
ly due to the fact that risk assessment
methods that are used in the feasibility
study of objects of construction and re-
construction, do not fully take into ac-
count the specifics of construction ac-
tivities and operation characteristics of
construction projects. The main disad-
vantage of methods of determining is-
sues of risk management in investment
and construction activities, include: the
lack, as a rule, of quantitative measure-
ments and therefore assess the degree
of uncertainty and risk of the basic con-
ditions for the implementation of con-
struction projects; the random nature
of the definition (without holding the
appropriate qualitative and quantita-
tive analysis) of possible changes in the
parameters of investment projects dur-
ing their implementation; the absence
of any substantiation of expediency of
use in the given conditions of a method
to assess the impact of risk factors on
the parameters of the investment pro-
ject in the construction activities; the
use of only monoparametric approach
to risk assessment, despite often avai-
lable in practice interdependence of
the basic parameters of investment and
construction projects; the absence of
any recommendations for monitoring
risks in the process of implementation
of investment construction projects.

In this regard it is necessary to con-
sider that the entire risk management
process (see Figure) in the course of
realization of investment construction
of the project should be defined as a
sequence of organizational-technical

and economic decisions and actions
aimed at regulating the probability of
successful implementation of the pro-
ject. Thus, it is necessary for the suc-
cessful implementation of the project
to be implemented within the planned
time and within the defined budget
and with appropriate quality, which
ensures the necessary level of safety of
a construction project during its con-
struction and further safe operation of
structures.

Risk analysis allows decision-mak-
ing in risky situations to determine the
trends of future uncertainties [2]. There
are various risk assessment methodolo-
gies, each of which has both positive
and negative aspects (see table).

We can distinguish four large groups
of methods of risk assessment, in par-
ticular:

1. Theoretical financial methods —
the assessment of the required provi-
sion in case of failure of the project (the
amount of the provision can be reliably
estimated), the amount of estimated
damages and lost profits that may the
investor suffer.

2. Modification of the abstract me-
thods — computer modeling of the pro-
ject that allows to calculate the exact
financial flows. However, the impact of
all, especially of specific factors cannot
be taken into account.

3. Expert methods — description of
the risk with expert assessments. They
include general quantitative or ranked
assessment of the riskiness of the pro-
ject, and a description and ranking as-
pects of the project that are sources of
risk.

4. Modifications of the expert’s
methods — trying to bring expert opi-
nions to more abstract with financial
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| Risk concept selection |

-

The concept

of minimiza-

tion of risk —
risk

The concept of acceptable risk — the
“rational” reduction of risk level, i.e.
spending on anti-crisis measures are
correlated with the possible losses

The concept of risk as a resource,

which can be controlled. So it is not
necessary to be reduced, you only
need to maintain at an optimal level

v

Development of risk management
plan

v

The identification of potential risks

v

Quantitative risk assessment

v

Qualitative risk assessment

v

The choice of strategy of reaction
to risk

v

~

Re-assessment of risks taking into
account the chosen strategy

v

Was an acceptable level of risk
achieved?

4/\;

No

Yes

\ 4

=

Measures to reduce the level of risk

/N

UOIBIUSWINDOP PUE |0J1UOD

The allocation The creation of a

of risk reserve to cover
between the costs from the
parties impact of risks

Insurance

_

General algorithm of risk management of investment construction project
* Compiled by the authors.

performance. There one can use, for ex-
ample, the cumulative build rates, the
allocation of groups of the least risky
projects on the basis of a list of objects
of potential funding.

The sensitivity analysis allows to as-
sess the influence of various factors on
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key indicators of project implementa-
tion. For housing such factors include
changes in input prices, stable perfor-
mance of technical means, ensuring the
continuity of construction materials
provision, quality of execution of obli-
gations by contractors. In the process




The advantages and disadvantages of the main groups of methods of risk analysis

easily compared

Group The basic principle .
of methods of development Advantages Disadvantages

Abstract Evaluation a sufficient | If there is sufficient col- | The range of available

financial amount of additional | lateral the risk of par- | types of provision in

methods collateral that a po- | ticipation in the project | Ukraine is very limited,
tential investor should | minimizes assessment of the
have quality of collateral is

also a challenge

Modification The value of the real | Benefits and risks of | Consideration of all as-

of financial cash flows of projects | participation in differ- | pects of risk a priori is

practices for a potential investor | ent projects can be | not possible

Expert methods

Systematization of the
views of specialists on
the implementation of
similar projects

Using these methods it
is possible to more fully
cover all project risks

Expert views of differ-
ent experts are difficult
to correlate with exist-
ing financial termino-
logy

Modification The replacement of
of expert the expert evaluations
methods with certain values of

the financial variables
on the basis of existing
practices

Ideally it is possible to
get financial risk as-
sessment, which is
based on the repre-
sentation of a wide
range of specialists

The influence of as-
pects of risk on the
income of a particular
investor usually cannot
be standardized and
normalized

*Compiled by the authors.

of analysis marginal values of risk fac-
tors are estimated. Overall, sensitivity
analysis helps to identify the factors
that carry the maximum influence on
the project results, and to choose the
most risk-resistant variant of imple-
mentation of the project [13]. However,
this technique is not amenable to cor-
relation analysis of the relationship and
interdependence between the indica-
tors and fails to explore the possibility
of alternative solutions.

By analyzing the probable distribu-
tion one analyze the risk with the time,
but there is a negative side — the sub-
jectivity of the obtained values of re-
turn and probability of implementation.

The simulation model allows to
analyze, to estimate the variants of the
decision, and simultaneously take into
account several risk factors. A weak-

ness of this methodology is that in a risk
situation it is difficult to find alterna-
tive solutions, but if an analysis is made
concerning to the the situation, which
is unique, then it is difficult to apply
this technique.

Using the risk assessment metho-
dology based on expert method, and
also the analysis of the credit quality,
one can find substantial and medium
risks probability of occurrence, but the
results will be subjective.

Thanks to the model based on the
Markov chains application, one can
define the behavior of the production
system at any period remote from the
initial one. The drawbacks of it are
mathematical difficulties when build-
ing the transition matrix in the analysis
of economic objects, as well as complex
selection of reliable information.
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The technique based on an inte-
grated measure of risk takes into ac-
count the most important factors of all
production activity of the enterprise
allows to analyze the impact of the
factor indicators on the resulting one
in their interdependence and to iden-
tify the factors that affect the risk most
13].

In our view, for risk assessment to
differentiate the regulatory influence
of the state in the construction and op-
eration of buildings and structures, this
methodology is the most appropriate
because it allows to comprehensively
evaluate the risk of their possible fai-
lure, which is determined depending on
the potential danger to the health and
lives of people who permanently or pe-
riodically are located at the facility or
outside; the amount of potential eco-
nomic losses; the loss of cultural heri-
tage; the termination of functioning of
objects of engineering and transport in-
frastructure. A particular disadvantage
of using this method is some generality
and averaging of approaches that insuf-
ficiently reflects the specific features of
projects and the dynamics of change of
risks throughout their life cycle.

However, it should be noted that in
the management of construction and
investment projects there are some
general approaches that allow us to de-
termine the sequence of actions in the
study of risk in the investment and con-
struction sphere:

1) the risk that has the greatest im-
portance for the project is highlighted,;

2) the cost overruns are calculated,
taking into account the probability of
occurrence of an unfavorable situation
in the implementation of the invest-
ment construction project;
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3) a set of organizational-technical
and economic measures is developed
providing for the reduction of the pro-
bability of a risk event;

4) the additional costs of the imple-
mentation of anti-risk measures is cal-
culated

5) a comparison of costs needed for
implementation of the proposed ac-
tivities with possible cost overruns due
to the onset of a risk situation is per-
formed;

6) the decision on implementation
or rejection of anti-risk measures is
taken;

7) next in importance to the risk is
selected, for which the process of map-
ping the likelihood and impact of risk
events with cost measures to reduce
them is repeated [2].

Existing methods of risk assess-
ment in the design, construction, re-
construction, repair and maintenance
of buildings and structures require
further development. This is especially
true for the management of investment
risk in construction activities. The rea-
son is the volatile prices of building
materials and construction, transpor-
tation and operation of construction
vehicles, machinery and equipment,
transportation of workers to construc-
tion projects, travel expenses when
performing work in other regions
and at remote sites. New types of costs
appear (payment for land, new types
of taxes and fees, different types of
insurance, the costs of obtaining the
initial data, technical conditions and
approvals, interest on loans, etc.).
All of this suggests that the probabi-
listic nature of building production
requires the development of manage-
ment theory for construction and




investment projects in conditions of
risk.

Conclusions. Thus, the use of risk
management in the management of in-
vestment and construction projects is
the modern tool of the mechanism of
state regulation and risk management
of construction industry organizations.
According to the international stan-
dard ISO 31010-2011, risk assessment
during the risk management is carried
out with varying degrees of depth and
detail and using one or more methods of
different level of complexity. However,
applying any method, it is always nec-
essary to consider both its positive and
negative sides.

Now in modern Ukraine there are
some limitations to using traditional
methods of risk analysis, which requires
the improvement of state regulation of
the construction industry in general
and the risk management organizations
of the construction complex in particu-
lar. Among the issues that require go-
vernment resolution, it is possible to
call rather narrow range of types of pro-
vision, problems of assessing the qua-
lity of collateral, the impossibility of ac-
counting for all available aspects of risk,
the ratio of the expert concepts and
financial terminology, standardization
and regulation of the impact of aspects
of risk for a particular investor. To com-
pensate for deficiencies in the abstract
financial and expert risk assessment
methods in the construction it is pos-
sible to consider an extended list of risk
factors that affect participation in the
project of a particular investor, more
precise use of the expertise and qualita-
tive assessments in taking administra-
tive, project, financial, technological
decisions.
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