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ABSTRACT

The paper discusses the risks, associated with participatory budgeting projects. In this light, the author analyzes
the most common pattern — local initiatives support programs. The author identifies both the LISP projects risks
and their mitigation measures. The article gives more accurate definition of the term “project risk management”.
The paper systematizes the economic categories that form part of this notion. The author has defined phases
and stages of LISP project lifecycle and the risks that may appear at each stage. The author has proposed some
risk mitigation measures for LISP projects. The given measures can be employed by various stakeholders.
Keywords: project risks, project management, local initiatives support program, control

1. INTRODUCTION

Risk management is one of the key research areas of project
management However, there are differences between
various project management areas in terms of studying. For
example, risk management for public—private partnership
projects is thoroughly studied by experts, while intersectoral
interaction projects risk management remains almost intact.
Participatory budgeting is a process of development and
approval, and/or distribution of the municipal budget as part
of the project implementation approach assisted by the
commission, which consists of the local authorities’
representatives and the public. [1].

In a scanty number of scientific works, related to the
participatory budgeting projects risk management the most
prominent are those of M.V. Kurakolov, M.A. Schevelev
[2], in which the authors analyze the risks of projects, which
are implemented in urban districts from the point of view of
people, who inhabit them.

The aim of the paper is to identify participatory budgeting
projects risks, as exemplified by the most common pattern
— Local initiatives support program (hereinafter — LISP)
and to develop risk control and mitigation measures, which
can be further implemented by various stakeholders.

2.STUDY METHODOLOGY

The research is based on the following theories: theory of
management, which takes into account the principles that
are suitable for public management procedures, performed
by regional and municipal authorities; unbalanced growth
theory, which is addressed in terms of intraregional
development; feedback theory in management.

The primary research method is the structural levels
strategy, proposed by the Doctor of Science in Economics,

professor L.A. Karaseva [3]. This strategy allows
considering LISP project risks as economic system
elements and indicators of public management economic
level in regions of the Russian Federation.

3. RESULTS AND DISCUSSION

3.1 The concept of “project risk
management”

The elements of the term “project risks management” have
different meanings in Russian and foreign scientific works,
however there is a common approach to interrelated notions
that constitute this economic category.

Most etymologic approaches to the definition of the term
“risk” are limited to its English variant, as well as to French
and Italian roots. In particular, in Italian “rischio” is the
synonym to “danger” and “threat”.

I.T. Balabanov [4] and D.M. Mashkov [5] argue that the
terms risk” and “threat” are identical.

In Greek terms, a language unit “ridsikon” corresponds to
the definition of “cliff", from "ridsa", "cliff" [6].

While analyzing the term risk”, V.S. Nikolaenko [6] points
out that D.I. Filimonov [7], V.N. Burkov and D.A. Novikov
[8], I.I. Mazur and V.D. Shapiro [9] believe that the term
“risk” is identical to “uncertainty*.

Moreover, D.I. Filimonov gives negative connotations to
the term “risk”, as the uncertainty appears due to the
absence or lack of information [7].

At the same time V.S. Nikolaenko points out that
“uncertainty” and “risk” are two absolutely different
notions, giving the following reasons:

“The uncertainty takes place, when there is a lack of data or
information. The risk is based on the previous periods data,
depends on the experience of the employees, etc.
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The uncertainty is linked to the probability of stochastic
events occurrence. Any risk is caused by risk-contributing
factors, which can be identified.

The uncertainty emerges, when the events forecasts are
subjective and are made relying on intuition only. The risk
forecasts are mainly based on objective factors” [6].

M.V. Romanova argues that “uncertainty is the incomplete
or inaccurate data on the project implementation conditions,
including results and expenses incurred” [10].

The author believes that the uncertainty factors are terms and
conditions that have been neglected at the project planning
stage: the more uncertainties there are at the project planning
stage, the more risks can appear at the project
implementation stage.

A.T. Zub argues that in terms of project management the
notion “risk” means “ the probability of unfavorable event
occurrence along with all possible consequences” [11].

P. Sanghera’s point of view is absolutely different. This
author argues that any risk is of a dual nature, therefore, a
risk event should be treated not only as a threat, but also as
a positive opportunity [12].

In this approach “project management system is a set of
managerial, procedural, informational tools, aimed at
maximizing positive and mitigation of negative
consequences, resulting from risk events in order to achieve
strategic project goals” [13].

Thus, a project risk is a possible, measurable in numbers
opportunity of unfavorable events emergence and
consequences, associated with them, which can cause
unexpected project results, regarding quantitative,
qualitative and time values.

At the same time, risks are inherent part of project expenses.
In each project there are special funds that are meant to
cover possible risks, they can’t be used for any other
purposes, until the risk event possibility has been excluded
[14].

R.S Gubanov emphasizes that P.G. Grabovaya and S.N.
Petrova support this idea. They believe that risks is the
probability of getting less benefits, compared to the
expected results and (or) the probability of losses [15].
According to the textbook, edited by M.L. Razu, the risk
probability is the probability of losses, resulted from the risk
event occurrence, i.e. the probability of unfavorable
outcomes. In this case the probability means the possibility
of obtaining a certain result [16].

Speaking about the concept of “risk", V.S. Nikolaenko
states that notions “risk™, “risk source” and “risk factor” are
interrelated [6].

Under a risk source the author means the objects and (or)
conditions, which can potentially trigger the events that may
influence the goals and activities of the enterprises.

A risk factor is a set of circumstances that exerts a certain
impact on a risk source, increasing or decreasing the
probability of risk occurrence [6].

It is worth mentioning that we should distinguish between
risk and uncertainty factors, as “the uncertainty implies that
there are some factors that make the activity results random.
It is impossible to predict to what extent these factors may
influence the results.

The uncertainty factors are:
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Incomplete knowledge — incomplete or inaccurate data on
project parameters and circumstances, as well as on
situations that require proper decision-making. The
impossibility of proper consideration of all the data, even if
the data is available. The possibility to predict project
environment behavior.
Random factors are the factors that are impossible to
predict, even if we use probability estimates.
Subjective counterwork factors are the factors that emerge,
when we speak about the cooperation of partners, whose
interest don’t coincide or contradict each other” [10].
A: |. Balashov, E.M. Rogova, M.V. Tikhonova, E.A.
Tkachenko specify factors that stipulate the inevitability of
risk emergence [17].
The authors distinguish 2 main factors: environment
uncertainty and tight project resource.
The environment uncertainty can be expressed by the
following:

- incomplete and unreliable information;

— a limited ability of managers to perceive and
process information;

— accidental emergence of unfavorable events as a
result of managerial activity;

—  counterwork of competitors and contactors.
Tight project resources: physical; financial; labor and time
ones [18].
Thus, project risks management is a system, which helps us
to identify the risks at various project stages, to assess the
severity of these risks (as well as the possibility of their
emergence), to develop risk mitigation measures. To enable
proper system functioning we should take into account risk-
contributing factors and their sources along with uncertainty
factors.
Let’s dwell on public management risks, which are
generally common for intersectoral interaction projects and
participatory projects in particular.
Yu.A. Tikhomirova defines the public management risks as
“a probable improper deviation from legal patterns and
laws” [19].
According to the point of view of M. A. Lapina, mentioned
by A.V. Tschegolev in his thesis [20], the public
management risks are divided into two main groups: public
legal risks and civil legal risks. The public legal risks are
related to the wrong adoption and interpretation of laws and
regulations. This group also includes executive legal risks,
associated with errors during law enforcement and wrong
interpretation of the current legislation. The civil legal risks
depend on the society attitude towards current legal
framework and its application [21].
The presented approach describes only general features,
when we speak about the projects, implemented by public
management structures, we should also consider specific
project risks. They will be analyzed in terms of project
budgeting below.
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3.2. The LISP projects: risks, associated with
project stages implementation

The LISP projects risks can be identified during different
project lifecycle phases, and each phase can be subdivided
into stages.

During the phase “Project planning and launching”, at the
stage Preliminary survey / discussion (identifying the issues
of top-priority, possible contribution of the municipal unit
population to the project that is to be implemented within
the area, which these people inhabit) can emerge the
following common risks:

— preliminary survey or discussion haven’t been
conducted:;

— The representative share of the municipal unit
population hasn’t participated in the process, so the
participants have failed to identify the issue of the top
priority;

— . The representative share of the municipal unit
population hasn’t participated in the process. As a result, the
agreed amount of funds that has to be contributed to the
project is unacceptable for most residents of the municipal
unit;

At the stage “The meeting of the residents of municipal unit,
where the project is to be implemented”, the following risks
can occur:

— The residents’ meeting hasn’t taken place ;

— The residents are not eager to participate in the LISP.
The representative share of the municipal unit population
hasn’t participated in the meeting, so the participants have
failed to identify the issue of the top priority;

— The representative share of the municipal unit
population hasn’t participated in the meeting. As a result,
the agreed amount of funds that has to be contributed to the
project is unacceptable for most residents of the municipal
unit;

— The object, chosen by municipal unit population can’t
participate in the LISP: it is not a public property, is not
within the FL Ne 131, is beyond the regional LISP;

— There were no shooting and video recording of the
meeting;

— There are errors in tender application documents or
these documents haven’t been compiled;

— The project initiative group hasn’t been appointed; there
are no volunteers;

— The project initiative group hasn’t been appointed; there
are too many volunteers;

— The meeting results haven’t been published in the mass
media.

According to the authors’ point of view, the stage
“Applying for the project to be included into the LISP by
tender” implies the following risks:
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— The submitted documents have been compiled
improperly. They don’t meet the requirements of the
approved application or protocol forms;

— The project names in the submitted documents don’t
coincide (i.e. in cost estimates, application, protocol);

— The submission deadline has been missed.

At the stage” Tender for the projects to be included in the
LISP” there is a risk that the project will fail the tender.
For instance, in Tver region the LISP winning projects are
selected in two stages: primary and supplementary selection
procedures (distribution of regional budget funds, saved by
the tender).

The stage «Execution of the agreement between the
executive body that is responsible for regional projects
implementation and the municipal unit that has won the
tender” bears a risk that this agreement won’t be signed, and
a LISP project won’t be implemented. The given possibility
is the example of a project risk.

The project implementation phase begins with the stage
“The announcement of municipal contract tender and
signing this contract with the winner”,

The three main risks of this stage are:

— There are errors in tender application;

— The deadlines for tender application submission haven’t
been met;

— The tender hasn’t taken place due to the absence of
tender participants.

At the stage “Submission of data on project implementation
progress to the regional administrator within the time limits,
established by a particular region of the Russian Federation”
there is a risk that the data on project implementation
progress and municipal contracts execution won’t be
provided to the regional Ministry of Finance in time.

The project co-financing on the part of the population of
municipal unit, in which the project is to be implemented,
may imply the following risks:

— The population doesn’t want to provide financial
support for the project;

— The co-financing on the part of the population is not
sufficient;

— The funds have been collected, but haven’t been
transferred to the account of the municipal unit.

Risks of the phase “Project works performance”:

— The deadlines have been failed;

— the municipal unit population is dissatisfied with the
quality of the works performed;

— unfavorable weather conditions or other objective
causes make it impossible to meet the deadlines;

— the works haven’t been performed on schedule for
unknown reasons.

Project completion phase can be divided into 4 stages
Project opening ceremony implies four risks:

— The population representatives haven’t attended the
event;
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— The event hasn’t taken place due to unfavorable weather
conditions or other objective causes;

— No photos have been taken at the event;

— The attendees have expressed their negative opinions on
the project.

The approval of the project implantation works may imply
the following risks:

— The contractors have failed to meet the deadlines;

— The quality of the performed works is lower than it have
been expected,;

The population representative (from initiative group)
refuses to sign acceptance act of the performed works.

At the stage “Submission of data on project completion to
the regional administrator within the time limits, established
by a particular region of the Russian Federation” there is a
risk that the data on project implementation progress, such
as project completion report (including all attachments) and
report on LISP implementation grant use won’t be provided
to the regional Ministry of Finance in time.

The stage “Payment for works performed by a contractor
within the framework of the LISP project” is the final one.
At this stage it is possible that the works won’t be paid
within specified time limits.

3.3 LISP projects control and mitigation
measures

Some risks can be mitigated by means of control measures,
which are implemented by various stakeholders during the
whole project lifecycle.

For instance, the municipal authorities of the town or rural
settlement in Tver region ought to perform the following
control functions:

— To organize meetings, to choose meeting date and
venue, make announcements about LISP and meetings in
the mass media;

— To supervise shooting and video recording of the
meetings (to make a group photo of all the participants, so
that the regional Ministry of Finance will be able to check
the number of participants);

— To make announcements about meeting results in the
mass media and supervise the process of their publication;

— Toensure that the project expenses are included into the
municipal unit budget;

— To track the amendments made to the municipal unit
budget (all the sources, excluding local budget, project
implementation expenses);

— To supervise the process of the agreement execution
with the regional Ministry of Finance;

— To control the compilation and distribution of tender
applications (works terms, absence of advancing, support);
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— To supervise the process of the agreement execution
with the tender winners (to check, if all the attachments are
available);

— To check the reports on execution of municipal
contracts, which are to be submitted to the Ministry of
Finance in Tver region;

— To ensure that both population and legal entities have
participated in the process of funds raising, to set co-
financing;

— To control work performance at sites (to involve
construction experts from public bodies, so that they can
check the quality of works performed);

— To check the documents that confirm payments, to
ensure that all the necessary payments have been made;

— To check the reports on projects completion, which are
to be submitted to the Ministry of Finance in Tver region;
— To check, if the photos of the finished object are present
(the angles should be the same as in photos before project
implementation started, there also should be photos of
purchased equipment and special vehicles);

— To set the opening ceremony date for the LISP project
object;

— To ensure that photos from the opening ceremony are
present;

— To ensure that the photos of the finished object have
been submitted to the Ministry of Finance in Tver region;
— To check the reports on grants use.

Some municipal control functions are also carried out by the
regional Ministry of Finance, in particular:

— To check, if fault reports and all other documents
necessary for proper cost estimates have been properly
compiled by the units, (excluding equipment and special
vehicles purchasing), (to involve construction experts from
public bodies, so that they can eliminate technical and
construction errors);

— To ensure that all the documents necessary for proper
cost estimates compilation have been submitted and to
check them in pricing regional center (excluding equipment
and special vehicles purchasing);

— To track the amendments made to the municipal unit
budget (all the sources, excluding local budget, project
implementation expenses);

— To ensure that representatives of all local government
bodies, interested in LISP implementation, are present at a
LISP training;

— to inform the population, if the tender is lost;

— tosupervise the process of the agreement execution with
the regional Ministry of Finance;

— To control the compilation and distribution of tender
applications (works terms, absence of advancing, support);
— to check the contracts that have been celebrated with the
tender winners, (if all the attachments are present);

— to check the documents that confirm payments, to
ensure that all the necessary payments have been made;
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However, some LISP project risks result from control
measures, taken by regional authorities. For instance, the
Ministry that is responsible for performing control functions
in Tver region, checks the quality and the scope of works,
performed in terms of LISP objects. If any defects or
violations are found, the unit loses the right to a LISP grant.
The initiative group controls the project throughout all the
stages: from application submission to completion.

Participatory budgeting experts also identify specific risks,
associated with project implementation in urban districts.
The author believes that these risks emerge because the
population of the mentioned municipal units is not eager to
form local communities. The existence of other forms of
participating projects that can provide a comfort urban
environment is also a crucial factor for these risks.

4. CONCLUSION

The conducted research has driven us to the following
conclusions:

— project risks management is a system, which helps us to
identify the risks at various project stages, to assess the
severity of these risks (as well as the possibility of their
emergence), to develop risk mitigation measures. To enable
proper system functioning we should take into account risk-
contributing factors and their sources along with uncertainty
factors;

— the uncertainty factors are terms and conditions that have
been neglected at the project planning stage: the more
uncertainties there are at the project planning stage, the more
risks can appear at the project implementation stage;

— the LISP projects risks can be identified during different
project lifecycle phases, and each phase can be subdivided
into stages;

— Some risks can be mitigated by means of control
measures, which are implemented by various stakeholders
during the whole project lifecycle.

For further development of this topic we should assess the
severity of the emerging risks, to develop risk mitigation
measures.

The results of the present study can be employed by public
authorities at the state and municipal levels. They are
practically relevant for experts in economics and
management.
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