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Abstract— This review emphasizes on understanding the 

risk,  risk  management  and  risk  rating   concept   with   all 

its applications to concerned real estate industry. 

Construction projects are initiated in complex and dynamic 

environments resulting in circumstances of high uncertainty 

and risk, which are compounded by demanding time 

constraints. The construction industry has changed 

significantly over the past several years. It is an industry 

driven primarily by private investors; the presence of 

securitized real estate has increased considerably. It is 

vulnerable to the numerous technical & business risks that 

often represent greater exposures than those that are 

traditional. Thus the risk assessment need arises. Risk 

assessment is a tool to identify those risks in a project and 

manage it accordingly with proper treatment. Risk 

assessment is defined in this study as a technique that aims 

to identify and estimate risks to personnel and property 

impacted upon by a project. The general methodology of 

this study relies largely on the survey questionnaire which is 

collected from the local building contractors of different 

sizes by mail or by mail or by personnel meeting. This 

review identifies the risk factors that affect the performance 

of the construction industry as a whole. Also the survey 

questionnaires are help to probe the cross- sectional 

behavioral pattern of construction risks of the construction 

industry, which will help for the pilot survey in the area of 

construction risk management. Thus the response rate can be 

identified which is considered a probable response in this 

type of survey. This review seeks to identify and assess the 

risks and to develop a risk management framework for the 

developers/contractors and risk rating for the investors to 

insure good returns from investment. 
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I. INTRODUCTION 

This project is designed to understand the risk, risk 

management and risk rating concept with all its application 

to concerned real estate industry. 

Risk is defined as the uncertainty inherent in plan 

which has a possibility of happenings that can affect the 

prospects of changing project goal. Risk is a multi-facet 

concept. In the context of construction industry, it could be 

the likelihood of the occurrence of a definite event/factor or 

combination of events/factors which occur during the whole 

process of construction to the detriment of the project a lack 

of predictability about structure outcome or consequences in 

a decision or planning situation, the uncertainty associated 

with estimates of outcomes there is a chance that results 

could be better than expected or worse than expected. In 

addition to the different definitions of risk, there are various 

ways for categorizing risk for different purposes too. Some 

categorize risks in construction projects broadly into 

external risks and internal risks while others classify risk in 

more detailed categories of political risk, financial risk, 

market risk, intellectual property risk, social risk, safety risk 

etc. The classification is shown in the figure below. The 

typology of the risks seems to depend mainly upon whether 

the project is domestic or international. The internal risks 

are relevant to all projects irrespective of whether they are 

local or international. International projects tend to be 

subjected to the external risk such as unawareness of the 

social conditions, economic and political scenarios, 

unknown and new procedural formalities, regulatory 

framework and governing authority, etc. Risks are inherent 

and distinguish to deal with, and this requires a proper 

management framework both of theoretical and practical 

meanings. Risk management is a formal and orderly process 

of systematically identifying, analyzing, and responding to 

risks throughout the life-cycle of a project to obtain the 

optimum degree of risk elimination, mitigation and or 

control. Significant improvement to construction project 

management performance may be achieved from adopting 

the process of risk management. The types of exposure to 

risk that an organization is faced with are wide-ranging and 

vary from one organization to another. These exposures 

could be the risk of business failure, the risk of project 

financial losses, the occurrences of major construction 

accidents, default of business associates and dispute and 

organization risks. It is desirable to understand and identify 

the risks as early as possible, so that suitable strategy can be 

implemented to retain particular risks or to transfer them to 

minimize any likely negative aspect they may have. 

Consequences of uncertainty and its exposure in a 

project, is risk. In a project context, it is the chance of 

something happening that will have an impact upon 

objectives. It includes the possibility of loss or gain, or 

variation from a desired or planned outcome, as a 

consequence of the uncertainty associated with following a 

particular course of action. Risk thus has two elements the 

likelihood or probability of something happening, and the 

consequences or impacts if it does. Managing risk is an 

integral part of good management, and fundamental to 

achieving good business and project outcomes and the 

effective procurement of goods and services. Risk 

management provides a structured way of assessing and 

dealing with future uncertainty. 

Project risk management includes the processes 

concerned with identifying, analyzing, and responding to 

project risk. It includes maximizing the results of positive 

events and minimizing the consequences of adverse events. 

II. RISKS IN REAL ESTATE AND CONSTRUCTION INDUSTRY 

The real estate and construction industry has changed 

significantly over the past several years. It is an industry 

driven primarily by private investors; the presence of 

securitized real estate has increased considerably. 

Not unexpectedly, the influence of institutional 

investors on the real estate industry is formidable. They are 

beginning to experience a higher degree of scrutiny by 

investors, consultants and analysts, and are expected to 



Risk Rating Analysis of Residential Building Construction 
 (IJSRD/Vol. 8/Issue 3/2020/176) 

  

 All rights reserved by www.ijsrd.com 684 

deliver "best in class" service in all areas - from property 

management to risk management. To be successful in this 

environment, where our collective "performance bar" is 

being raised significantly, the real estate industry will have 

to dedicate more resources and develop a higher degree of 

operational sophistication. 

Real estate is vulnerable to the numerous other 

business risks that often represent greater exposures than 

those that are traditionally insurable. For example, there are 

regulatory and legislative risks, professional, contractual, 

competitive and human resource/cultural risks, reputational, 

strategic, customer, operational, political, legal, financial, 

and technological risks. 

The recent move by the Indian government to 

introduce risk-rating system at the pre-bid stage has evoked 

a positive response from industry. The rating agencies have 

come up with detailed analysis of the various risk 

parameters such as identification, availability of land and 

project related infrastructure; status of statutory clearances; 

resettlement and rehabilitation requirements or status; 

accessibility to site and other site related infrastructure; 

availability and pricing of inputs; technology risk; off-take 

arrangement and market risk and credit risk of off-taker; and 

payment security mechanism envisaged. The grading of a 

project at the pre- bid stage would essentially be a comment 

on the risks involved in undertaking the project. Credit 

rating agencies like Crisis, Fitch Ratings have been asked to 

develop a grading methodology for risk-rating the projects. 

But some industry experts feel that a risk rating system will 

discourage private participation in rural development 

projects on a large scale. Most of the rural development 

projects are likely to get lower ratings which may drive 

away private investors and financiers from participating in 

such projects. 

III. RISK PRINCIPLES 

 
Risk is the chance, great or small, that damage or an adverse 

outcome will occur from a particular hazard. 

There are some essential elements that need to be 

in place in a project if risk management is to be effective 

and innovation encouraged, i.e. 

− The Project Board supports and promotes risk 

management, understands and accepts the time and 

resource implications of any countermeasures 

− Risk management policies and the benefits of effective 

risk management are clearly communicated to all staff 

− A consistent approach to risk management is fully 

embedded in the project management processes 

− Management of risks is an essential contribution to the 

achievement of business objectives 

− Risks through working with programmers and other 

projects are assessed and managed 

− There is a clear structure to the risk process so that each 

element or level of risk identification fits into an overall 

structure 

− Where the project is part of programmed, changes in the 

state of any project risks that are also identified as 

programmed risks must be flagged to programmed 

management or the designated risk management 

function in the programmed. 

− Projects bring about change and change incurs risk. 

− Change is usually about moving forward and this often 

means the use of new methods or new technology. 

− These aspects can increase the risks. It is the 

combination of likelihood and impact, including 

perceived importance. 

IV. RISK RESPONSIBILITIES 

The management of risk is one of the most important parts 

of the job done by the Project Board and the Project 

Manager. 

The Project Manager is responsible for ensuring 

that risks are identified, recorded and regularly reviewed. 

The Project Board has four responsibilities: 

− Notifying the Project Manager of any external risk 

exposure to the project 

− Making decisions on the Project Manager’s 

recommended reactions to risk 

− Striking a balance between the level of risk and the 

potential benefits that the project may achieve 

− Notifying corporate or programmed management of any 

risks that affect the project’s ability to meet corporate or 

programmed objectives. 

The Project Manager modifies plans to include 

agreed actions to avoid or reduce the impact of risks. 

Risk analysis requires input from the management of the 

organization. The organizations management, in turn, is kept 

informed by the Project Board of the risk analysis results. 

Communication is particularly important between the 

project and programmed levels within the organization. 

Where the project is part of a programmed, the management 

of risk procedures used by the project must be consistent 

and compatible with those of the programmed unless there 

are valid reasons not to do so. 

Where a risk is uncovered in the programmed, any 

affected projects should be involved in the analysis of that 

risk. Similarly, project risk evaluation should include staff 

from the programmed. 
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Project risks that threaten programmed milestones 

or objectives must be escalated to programmed 

management. 

V. RISK OWNERSHIP 

A power should be identified for each risk, who should be 

the person best situated to keep an eye on it. The Project 

Manager will normally suggest the „owner‟ and the Project 

Board should make the decision. 

Project Board members may be appointed 

„owners‟ of risks, particularly risks from sources external to 

the project. Allocating ownership of the risk process as a 

whole and the various components is fundamental from the 

outset. When describing who owns the various elements of 

risk, it is important to identify who owns the following: 

− The risk framework in totality 

− Setting risk policy and the project team willingness to 

take risk 

− Different elements of the risk process, such as 

identifying threats, through to producing risk response 

and reporting 

− Implementation of the actual measures taken in 

response to the risks 

− Interdependent risks that cross organizational 

boundaries, whether they be related to business 

processes, IT systems or other projects. 

− Overall ownership of the Risk Log is likely to lie with 

the Executive. However, the Executive will need to 

ensure that the people who own the various parts of the 

risk process are clearly defined, documented and 

agreed, so that they understand their various roles, 

responsibilities and ultimate accountability with regard 

to the management of risk. 

− Normally the risk „owner‟ will have the responsibility 

of monitoring each risk. If the owner is a Project Board 

member, the actual task of monitoring maybe delegated, 

but the responsibility stays with the owner. The 

Executive, for example, has ultimate responsibility for 

monitoring any risks or opportunities facing the 

Business Case, particularly any external ones, such as 

changes in company policy. 

− The Project Manager has the job of keeping a watching 

brief over all risks and checking that the defined 

actions, including monitoring, are taking place and are 

having the desired effect. Risks owned at team level 

should be reported on in the Checkpoint Reports. 

− The Project Manager includes some form of report on 

any significant risks in the Highlight Report. The End 

Stage Report also summarizes the risk status. Where a 

risk or opportunity actually occurs, the Project Manager 

will either instigate contingency action, or deal with the 

issue under Change Control. 

VI. CONTROL ACTION - BALANCING THE RISK 

The risk response process should involve identifying and 

evaluating a range of options for treating risks and preparing 

and implementing risk management plans. 

It is important that the control action put in place is 

proportional to the risk. Every control has an associated 

cost. The control action must offer value for money in 

relation to the risk that it is controlling. 

Selection of the risk actions to take is a balance 

between a numbers of things. For each possible action it is, 

first, a question of balancing the cost of taking that action 

against the likelihood and impact of allowing the risk to 

occur. 

For example, if a charity carnival is arranged, is it 

worth taking out insurance for £3,000 guaranteeing £6,000 

if the carnival is rained off? Or, since the carnival date is in 

summer, do we take the risk and not spend the insurance 

money? But the selection is usually more complex than that. 

There are many elements to be taken into consideration. 

 
Fig. 1: Balancing the risk 

VII. RISK ACTION SELECTION 

There may be several possible risk actions, each with 

different effects. The choice may be one of these options or 

a combination of two or more. We then have to consider the 

impact of (a) the risk occurring and (b) the risk action on: 

− The team, Stage and/or Project Plans 

− The business or programmed 

− The Business Case 

− Other parts of the project. 

The consideration has to be done in the light of the risk 

tolerances. 

VIII. PLANNING AND RESOURCING 

Having made the selection, the implementation of the 

selected actions will need planning and resourcing and is 

likely to include plan changes, new or modified Work 

Packages: 

− Planning, which, for the countermeasure actions 

itemized during the risk evaluation activities, consists 

of: 

− identifying the quantity and type of resources 

required to carry out the actions 

− developing a detailed plan of action; this will be 

included in Project and Stage  Plans either as 

additional activities or as a contingency plan 

− confirming the desirability of carrying out the 

actions identified during risk evaluation in light of 

any additional information gained 

− obtaining management approval along with all the 

other aspects of the plans being produced 

− Resourcing, which will identify and assign the actual 

resources to be used to conduct the work involved in 

carrying through the actions; these assignments will be 

shown in Project and Stage Plans; note that the 

resources required for the prevention, reduction and 
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transference actions will have to be funded from the 

project budget since they are actions that we are 

committed to carry out; contingent actions will 

normally be taken in to account. 

IX. MONITORING AND REPORTING 

There must be mechanisms in place for monitoring and 

reporting on the actions selected to address risks. Some of 

the actions may have only been to monitor the identified risk 

for signs of a change in its status. Monitoring, however, may 

consist of: 

X. PROJECT RISK 

Risk is a multi-facet concept. In the context of construction 

industry, it could be the likelihood of the occurrence of a 

definite event/factor or combination of events/factors which 

occur during the whole process of construction to the 

detriment of the project a lack of predictability about 

structure outcome or consequences in a decision or planning 

situation, the uncertainty associated with estimates of 

outcomes – there is a chance that results could be better than 

expected as well as worse than expected etc. In addition to 

the different definitions of risk, there are various ways for 

categorizing risk for different purposes too. Some categorize 

risks in construction projects broadly in to external risks and 

internal risks while others classify risk in more detailed 

categories of political risk, financial risk, market risk, 

intellectual property risk, social risk, safety risk, etc. The 

classification is shown in the figure 2.1. The typology of the 

risks seems to depend mainly upon whether the project is 

local (domestic) or international. The internal risks are 

relevant to all projects irrespective of whether they are local 

or international. International projects tend to be subjected 

to the external risk such as unawareness of the social 

conditions, economic and political scenarios, unknown and 

new procedure, all formalities, regulatory framework and 

governing authority, etc. 

Risk is inherent and difficult to deal with, and this 

requires a proper management framework both of theoretical 

and practical meanings. Risk management is a formal and 

orderly process of systematically identifying, analyzing, and 

responding to risks throughout the life-cycle of a project to 

obtain the optimum degree of risk elimination, mitigation 

and/or control. Significant improvement to construction 

project management performance may be achieved from 

adopting the process of risk management. 

The types of exposure to risk that an organization is 

faced with are wide-ranging and vary from one organization 

to another. These exposures could be the risk of business 

failure, the risk of project financial losses, the occurrences 

of major construction accidents, default of business 

associates and dispute and organization risks. 

It is desirable to understand and identify the risks 

as early as possible, so that suitable strategy can be 

implemented to retain particular risks or to transfer them to 

minimize any likely negative aspect they may have. 

XI. PROJECT RISK MANAGEMENT 

Risk management in a project encompasses identifying 

influencing factors that could potentially negatively impact a 

project‟s cost schedule or quality base lines; quantifying the 

associated potential impact of the identified risk; and 

implementing measures to manage and mitigate the potential 

impact. 

The riskier the activity is, the costlier the 

consequences if the wrong decision is made. Businesses 

would like to quantify risk for many reasons. 

Knowing how much risk is involved will help 

decide if costly measures to reduce the level of risk are 

justifiable. It can also help to decide if sharing the risk with 

an insurance company is justified. Some risks, such as natural 

disasters, are virtually unavoidable and affect many people. 

All choices in life involve risk. Risks cannot be totally 

avoided, but the choices can be made so that risk is 

minimized.  

 

 

XII. RISK ASSESSMENT 

Risk assessment is defined in this study as a technique that 

aims to identify and estimate risks to personnel and property 

impacted upon by a project. Traditional risk assessment for 

construction has been synonymous with probabilistic 

analysis. Such approaches require events to be mutually 

exclusive, exhaustive, and conditionally independent. 

However, construction involves many variables, and it is 

often difficult to determine causality, dependence and 

correlations. As a result, subjective and analytical methods 

that rely on historical information and the experiences of 

individuals and companies have been used to assess the 

impact of construction risk and uncertainty. 

XIII. DETERMINATION OF RISK 

There are mainly two methods to determine risk, namely the 

quantitative and the qualitative approach. The quantitative 

approach relies on statistical calculation to determine risk, 

its probability of occurrence, and its impact on a project. A 

common example of the quantitative approach is decision 

tree analysis, applying probabilities to two or more 

outcomes. Another approach is the Monte Carlo simulation, 

which generates a value from a probability distribution and 

other factors. 

                                                           Consequence of loss due to that event 

        Risk =  Probability  of event   X  ---------------------------------------------- 
                                                                                  Per event 
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The qualitative approach relies on judgments, using 

criteria to determine outcome. A common qualitative 

approach is a precedence diagramming method, which uses 

ordinal numbers to determine priorities and outcomes. 

An example of a qualitative approach is to list in 

descending order specific processes of a project, the risk or 

risks associated with each process, and the control or 

controls that may or should exist for each risk. 

XIV. RISK EXPOSURE 

Several factors can expose projects to higher than normal 

risk as, 

1) Team size - The larger the team, the higher the 

probability of a problem arising. For example, 

communications can be more difficult as the number of 

participants increases. The number of interactions 

among people increases and thus they require greater 

coordination. 

2) History - Newer projects are riskier because the 

processes have not been refined. The more times 

Project of a similar nature has been done, the greater the 

likelihood of success. 

3) Staff expertise and experience - If the staff lacks direct 

experience and knowledge of the subject, people will 

struggle to learn as they go along, robbing the project of 

time and possibly introducing errors. 

4) Complexity - The more sophisticated a project, there is 

a greater the opportunity of a mistake or problem. 

5) Management stability - Management stability implies 

unity of direction, which in turn means reaching goals. 

Management irritability can lead to unrealistic 

scheduling and inefficient use of resources. 

6) Time compression - If a schedule is highly compressed, 

then the risks are magnified. Having more time means 

greater flexibility and the opportunity to prevent or 

mitigate the impact of errors. 

7) Resource availability - The more resources that are 

available, the greater the ability to respond to problems 

as they arise. For example, more money brings greater 

ability to secure equipment or people when needed. 

Plentiful resources, of course, do not guarantee 

protection from risk; however they do provide the 

means to respond to it. 

XV. GENERAL TYPES OF RISKS 

Risks can be viewed as business, technical, or operational. A 

technical risk is the inability to build the product that will 

satisfy requirements. An operational risk is the inability of 

the customer to work with core team members. Risks are 

either acceptable or unacceptable. An acceptable risk is one 

that negatively affects a task on the non-critical path. An 

unacceptable risk is one that negatively affects the critical 

path. Risks are either short or long term. A short-term risk 

has an immediate impact, such as changing the requirements 

for a deliverable. A long-term risk has an impact sometime 

in the distant future, such as releasing a product without 

adequate testing. Risks are viewed as either manageable or 

unmanageable. A manageable risk is one you can live with, 

such as a minor requirement change. An unmanageable risk 

is impossible to accommodate, such as a huge turnover of 

core team members. Finally, risks are either internal or 

external. An internal risk is peculiar to a project, such as the 

inability to get the parts of a product to work. An external 

risk originates from outside the scope of the project, such as 

when senior management arbitrarily cuts funding by approx 

20 percent. 

1) Financial risk 

The ability to overcome the financial risk of the project 

through to final completion and operation. This risk factor 

involves issues or concerns associated with the financing of 

the project, including the execution period and operations or 

equity financing. 

2) Management risk 

Risk management process is nothing but a series of steps 

that help identify and migrate the risk for the successful 

closure of the project. Risk management, therefore, becomes 

a pivotal instrument that helps us deal with the culling out of 

various risk, yheir analysis and the remedial step that could 

be taken to avert them in a particular project. 

3) Market risk 

Market risk is possibility of an investor experiencing losses 

due to factors that affects the overall performance of 

financial markets. It is risk of losses in positions arising 

from movement in market price. 

4) Technical risk 

The ability to overcome the technological risks of the 

project. This risk factor involves issues or concerns 

associated with the technologies involved in the execution 

methods and operational technology of the project. 

5) Operational risk 

The ability to overcome the risk of delivering and operating 

the project as conceived. This risk factor involves issues or 

concerns associated with actual engineering, procurement, 

construction execution, and operation of the project, 

including non-traditional approaches such as a public 

owner’s use of design-build contracts.  

6) Political risk 

The ability to overcome the political risk of the project, 

including local, state, And national political opposition and 

code and regulatory impediments. This risk Factor involves 

issues or concerns associated with the local, regional, and 

national Political and regulatory situation confronting the 

project 

7) Environmental risk 

The ability to overcome the environmental risks of the 

project. This risk factor involves issues or concerns 

associated with the environmental problems, concerns, and 

activities confronting the project during the project 

execution and the project operation. 

8) Social risk 

The ability to overcome the social risks of the project. This 

risk factor involves issues or concerns associated with the 

social and cultural impacts of the project to the community 

and region within which it is to be located. 

XVI. CONCLUSION 

This review assesses the relative significance among 

risks, and suggests establishing a risk significance index 

by calculating a significance score for each risk. 
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