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RISK AND PROFIT SHARING IN OVERSEA CONSTRUCTION WORKS
By Toshimori OTAZAWA, Kar Keong CHIN and Kiyoshi KOBAYASHI

In this paper, a methodology to investigate the risk and profit sharing schemes of
oversea construction works is presented. In oversea projects, many stakeholders who
may have different contract practices or sense of values are involved, thus making
it a challenging task to arrange an efficient risk and profit sharing structure among
stakeholders. Cash flows in oversea projects are generally characterized by various
risks. The contract schemes for loan and liabilities regulate risk sharing among the
projects’ stakeholders. In order to investigate the profitability structure, the project
values and profit accruable to project companies must be evaluated against market
evaluation of project risks. In this paper, a unified framework that applies financial
engineering methods is presented to compare the risk and profit sharing structure
among different project schemes. The methodology presented is then applied to a

project implemented in A-country.
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