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Distinctive features of corporate development
projects management compared to commercial
development projects

Based on the main essence of development project management, i.e. managing efficiency of such projects,
the authors have analyzed the existing approaches to defining the concept of efficiency. As a result of the analy-
sis it was concluded that the existing approaches to the definition of the concept of efficiency are not fully appli-
cable in the context of corporate development project management. Therefore, based on the existing approach-
es and taking into account the specifics of activities, the concept of efficiency was formed in relation to corporate
development projects. In addition, taking into account peculiarities of business processes of corporations and
development activities within them, the organizational structure of interaction between participants of corporate
development projects was clarified. Taking into consideration connection of corporate development projects with
corporate strategy, managerial decision-making algorithm was developed in the process of controlling activities.
Given the focus of corporate development projects exclusively on corporate strategy objectives, it was found that
the standard indicators used in commercial development projects are not fully applicable to corporate develop-
ment project performance evaluation. This fact creates a need to develop new methods to assess the effective-
ness of such projects. One of the parameters which can be used to quantify the economic efficiency of corpo-
rate development projects is the total cost of ownership of real estate. This study outlines the general principles
for determining this parameter for corporate development projects. Given the complex function of real estate ob-
jects in a corporation's portfolio, a social return on investment parameter is proposed to assess the positive ef-
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he classic project management methodology,
Tas set out in the project management stand-

ards, is based on the triple bottom line theory
formed by Martin Barnes back in 1969 [1]: the quali-
ty of a product depends on three project indica-
tors — cost, time spent and labour intensity. When
managing corporate development projects as
a whole, the same indicators should be used, but
they will take a special form.

Earlier in the study [2], the author outlined
the main differences between corporate develop-
ment and commercial development projects:

* the aim of project implementation depends on
the objectives shaped by the corporate strat-
egy;

» strictly defined functionality and the end user
of the property, which is one of the business
units of corporations;

« financing of the project, in most cases, will
come from the corporation's own resources.

These characteristics create the need to de-
velop new and optimize existing management
methods for corporate development projects, which
is what this paper does.

Obviously, in any development project, a cer-
tain quality parameter of the completed project has
to be met. In corporate development projects, this
parameter can often be quantified. Thus, when im-
plementing a development project, the corporation
has a certain goal — it is necessary to obtain
a well-defined amount of resources to solve
the business task at hand. It is worth noting that
due to the difference in the goals of commercial and
corporate development projects, the conditions of

goal achievement are also different, i.e. the result of
the corporate development project is achieved by
combining the intellectual and human resources of
the corporation and the real estate object through
high-quality project management. Therefore, this
process ensures a new quality of real estate that
meets the original requirements and covers certain
needs of the corporation.

A key aspect of the project management pro-
cess is to maximize the level of efficiency. Depend-
ing on the definition of efficiency, the way in which it
is defined will vary accordingly. The concept of ef-
ficiency can be interpreted in several ways:

1. Efficiency is the ability to achieve objec-
tives [3]. In this approach, effectiveness is defined
solely in terms of the result of the activity, i.e.
the extent to which the final goal is achieved.
The difficulty in applying this approach is that
the objectives are often formulated rather implicitly.
It is also worth noting that not all formulated objec-
tives can be evaluated, and with a large number of
objectives it is difficult to accumulate evaluation.

2. Efficiency is the ratio of the useful output to
the resources spent to achieve it. More generally, it
is the ratio of what was input to what was output,
which allows us to avoid being linked to the con-
cepts of “resources” and “outputs” [4]. Using this
approach, it is only possible to quantify the results.

3. According to the concept of system resourc-
es, efficiency refers to the ability of an organization
to provide the necessary amount of resources to
carry out its activities without interruption [5].
The advantage of this approach is the ability to for-
malize the need for resources and to calculate re-
source availability.
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4. The approach that defines effectiveness as the degree of
satisfaction with the effects of a project or activity is called the mul-
ti-stakeholder concept [6, 7]. The essence of this approach is that
the interests of all project stakeholders and the degree of their sat-
isfaction should be taken into account when assessing the effec-
tiveness of a project, as they often do not coincide. Conflicting in-
dicators are subject to mandatory balancing in order to achieve
optimal results and maximum effect for all participants in the pro-
cess. This approach is the basis of the international standard
ISO 26000 and its domestic analogue IC CSR08260008000, in
which the effectiveness of socially responsible organizations is as-
sessed as the sum of different types of efficiency: business, envi-
ronmental and social [8].

5. In the benchmarking approach, performance is defined as
achieving compliance with various corporate, industry or global
standards of practice in a given area. This approach is most useful
if the performance is clearly regulated by global, industry or or-
ganizational standards, or if there are examples with performance
benchmarks.

Based on the above mentioned approaches and taking into ac-
count the specifics of corporate development processes and out-
comes, the author has formed the following definition of efficiency
in the context of corporate development project management.

The efficiency of a corporate real estate development project is
the ability to achieve the objectives set out in the corporate strategy
through project implementation, thereby providing the corporation
with the maximum amount of necessary final resources while using
the minimum amount of resources and simultaneously meeting all
corporate standards and consumer requirements for product qual-
ity. Thus, the task of managing a corporate development project
comes down to managing the effectiveness of the implementation
of a particular project.

Development project performance management is a set of
management processes — planning, organization of execution,
control and analysis — that allows the developer, in this case
the corporation, to strategically define the mission, to promptly as-
sess and manage project activities to achieve the goals set while
making the best use of available resources.

Since the effectiveness of the project will depend on the effec-
tiveness of each individual participant of this project, it is necessary
to define the composition of the participants of the corporate devel-
opment project, as well as the order of their interaction. Methodo-
logically, the process of interaction between the participants of
the corporate development project and their functional responsi-
bilities can be reflected by means of a flow chart (Fig. 1).

Development project management is about managing the per-
formance of this project, which, as noted earlier, includes the fol-
lowing processes: planning of activities, organization of production
processes, project implementation control and analysis of the cur-
rent state. Due to the fact that corporate development projects have
a peculiarity in the form of focus on solving a business problem
conditioned by the corporation's strategy, the management pro-
cesses outlined above have their own peculiarities.

More often than not, activity planning consists of sequencing
the business processes of a project in such a way that it is possible
to realize the project within a predetermined corporate strategy
timeframe. This complicates the planning process itself, knowingly
putting the developer within certain limits. It is also worth noting

that large corporations either have a large share of public capital,
or may be fully owned by the state, which in turn requires all pro-
curement procedures in accordance with applicable law' 2. These
aspects need to be taken into account in scheduling and network
planning and reflected in Level 3 and Level 4 schedules. In addition
to the specifics of the facility itself, the planning process must also
take into account the peculiarities of internal business processes.

A number of features can be distinguished in the scheme of inter-
action between the participants in a corporate development project in
relation to a similar scheme in commercial development projects.

First of all, it should be noted that the project is fully financed by
a corporation, whereas commercial development projects often in-
volve third-party investment in the form of loaned cash or investment
capital. The involvement of external funds is also possible in the case
of particularly large projects where several corporations will be ben-
eficiaries at the same time, including international projects.

Secondly, an important aspect to be considered in the imple-
mentation of a project is the existence of clearly defined consumer
requirements for the end result. This fact, on the one hand, simplifies
the implementation of the project and relieves the developer of
the need to conduct market research in order to formulate the prod-
uct concept. On the other hand, the existence of such strict require-
ments for the finished property deprives the developer of a certain
flexibility in decision-making during the project implementation pro-
cess.

Of course, monitoring and controlling the progress of any de-
velopment project, including corporate projects, is an integral part
of project management. In its essence, it is the controlling function
that aims to ensure the necessary efficiency of the project. Being
the basis of system management, the function of so-called situa-
tional controlling ensures effective management of real estate de-
velopment through the implementation of management measures
by adjusting the predetermined relationship between resources
and objectives [9].

A special feature of corporate development projects is the high-
er and clearer quality requirements for the property, which in some
cases creates the need for the developer to be involved in manage-
ment decisions not only at the level of interaction with the technical
customer, but also at lower management levels.

The management decision-making process itself is carried out
by analyzing current conditions, comparing actual parameters with
planned ones and then influencing the system of resources in-
volved in project implementation. This process is implemented
through forward and backward communication between the sys-
tem elements of the project itself [10].

There are several types of controlling in common practice,
the first of which is embedded control. Embedded control is a set of
procedures that result in fixed points or milestones in a project, with-
out which further implementation is simply not possible. In practice,
these activities are implemented through the development of strate-
gic project roadmaps that reflect key project milestones. Namely, site
selection, concept readiness, project documentation readiness, ob-
taining initial permitting documentation, achieving full construction
readiness of the facility, obtaining commissioning permit, etc.

For operational management of the project, ongoing monitoring of
project implementation is carried out. This type of control aims at de-
tecting current deviations in the cost and time parameters of all pro-
cesses carried out during the design and construction of the project. It

1 On Procurement of Goods, Works and Services by Certain Types of Legal Entities : Federal Law of July 18, 2011 No. 223-FZ.

2 On the Contract System in the Sphere of Procurement of Goods, Works and Services for State and Municipal Needs : Federal Law of April 5, 2013 No. 44-FZ.
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Fig. 1. Organizational scheme of interaction between the participants of a corporate development project. Source: compiled by the author
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is carried out by means of multi-level scheduling as well as by control-
ling the current cost of design, construction and other works.

Post-inspection methods are used to ensure the required qual-
ity and compliance with the parameters of the constructed object.
In the course of this type of control, the construction work actually
carried out is checked, as well as the execution documentation.

An important aspect in the process of controlling the imple-
mentation of development projects is the identification of risks that
have a direct impact on corporate strategy. Based on this criterion,
two types of risks arising in the corporate development process
can be distinguished. Risks that have a direct impact on
the achievement of corporate goals and risks that do not have an
impact on the achievement of strategic goals, but affect project
performance.

Introducing these types of controls into the corporate develop-
ment project management system allows us to propose an algo-
rithm for making and adjusting management decisions (Fig. 2).

'—b

Identification of deviations from

Integration of these types of controls ensures the necessary
efficiency in corporate development projects at all stages of imple-
mentation.

Continuous work on the analysis of the results of controlling
measures, combined with the algorithm of making and adjusting
decisions, allows the controlling system not only to improve itself in
the process of work, but also to identify systemic problems in
the implementation of development projects. Based on the analysis
of the identified systemic problems, adjustments are developed
both in the strategic planning system and in the controlling system.
In particular, the planning system is filled with new parameters,
the absence of which directly affected the detailing and quality of
the controlling system. The management system is adjusted to take
into account the identified critical points that reduce the speed and
quality of management decisions.

In commercial development projects, efficiency is known to be
assessed most often by using the following parameters [11]:

* net discounted cash flow (NPV);

« profitability index (PI);
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e internal rate of return (IRR);

* payback period (PP).

For corporate development projects, it is often not possible to
define the above parameters because the project does not always
have a direct economic impact. Therefore, from an economic
point of view, in order to be most efficient, the least costly project
should be sought. To estimate this characteristic. It is necessary
to determine the total cost of ownership of the property (TCO —
total cost of ownership), which in general terms defined by the for-
mula (1):

2, CAPEX; + OPEX; + TAX

TCO = -
; (1+r)

; ()

where CAPEX; — the capital cost of the i-th period to maintain
the facility in the corporation's property portfolio;

OPEX; — the i-th period operating cost of maintaining the fa-
cility in the corporation's property portfolio;

TAX; — tax payments due during the i-th period;

r — the discount rate.

Given the complex function of real estate properties in a cor-
poration's portfolio, when assessing the effectiveness of develop-
ment projects, not only the economic component must be taken
into account. An important aspect in such projects is the social
and image component of the project itself. In order to evaluate
these components of the project, a social return on investment
indicator (SROI — Social Return on Investment) must be deter-
mined. The main task of SROI is to compare the positive social
effects (in monetary terms) received from the implementation of
the project with the corresponding costs of all stakeholders [12].
Thus, in general terms, SROI is defined by formula (2):

SROI =STR, 2)

where SR — is the amount of monetized social return resulting
from the project;

| — is the amount of investment.

In practice, when calculating the value of social return,
the value of social effects obtained from the implementation of
the project is determined by comparing the state of the system
before the project and after the project [13]. Such effects may in-
clude quite different results, for example: impact on the corporate
brand, creation of a more comfortable environment for employ-
ees, reduction of harmful emissions, etc. The results themselves
depend on the type of project, the participants and the business
task being solved, and are therefore determined individually for
each project.

CONCLUSIONS

1. The development division, as part of a vertically integrated
corporation, has to operate under all-round constraints, which re-
quires a special approach to the organization of management
processes. When planning a project, it is most important to se-
guence business processes in such a way that the set goal is
achieved within a strictly defined corporate strategy deadline. For
the very fact that the goal is achieved, it is crucial to build a sys-
tem of monitoring and controlling production processes that takes
into account the distinctive features of corporate development.

2. The composition of participants in corporate and commer-
cial development projects has some differences, which affects
the way they interact and their functional responsibilities. For this
reason, the author has developed an organizational structure

describing the order of interaction between the participants and
the boundaries of their functional responsibilities.

3. The analysis of existing approaches to defining the concept
of project efficiency has shown that the existing ideas about this
concept cannot fully reflect its essence in the process of corpo-
rate development project management. Thus, the author pro-
posed a definition of the concept of efficiency that takes into ac-
count all factors and features of corporate development. To
quantify the efficiency of projects, the author proposes to use in-
dicators of the total cost of ownership of the property, as well as
the social return on investment.

4. Given a large number of constraints for the developer in
the process of project implementation, the management decision-
making process is of particular importance. To optimize this pro-
cess, the author has proposed an algorithm for making and ad-
justing management decisions that takes into account
the specifics of corporate development, as well as the possible
risks that arise during project implementation.
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OTnnyunTenbHble 0CO6EeHHOCTU ynpaBieHUus
KoprnopaTuBHbIMU AieBeNionepcKuMm
NpoeKTaMu B CpaBHEHUU C NPOEKTaMu
KOMMep4YecKoro feBesionmMmeHTa

Vcxoas 13 rmaBHOM CyTW ynpaBneHns AeBenonepcknMmn npoekTa-
MW — ynpasneHns 3pdeKTUBHOCTBIO TaKMX MPOEKTOB, aBTOpamm
6bINV NPOaHaNM3NPOoBaHbI CYLLIECTBYIOLLME MOAX0Ab! K onpeaene-
HUIO NOHATUA 3dpdeKTMBHOCTU. B pesynsrate aHanusa 6bi1o cae-
NaHo 3aKMYeHre, YTO CyLLECTBYIOLLME NOAXOAb! K ONpeaeneHuio
NOHATMSA 3PPEKTUBHOCTN B MOMHON Mepe He NMPUMEHNMbI B KOH-
TEKCTe YMnpaBneHusi KOpnopaTVBHLIMW [EBENONepCKUMM NPOeK-
Tamn. B cBA3N C 3TMM Ha OCHOBAHWM CYLLECTBYIOLLIMX MOAXOO0B
N C y4eTOM cneumukn gedtensHoCTM 6bino chopMMpOBaHo Mo-
HATNE 3DDEKTUBHOCTN MPUMEHUTENBHO K NPOEKTaM KopropaTuBs-
HOro AesenonMeHTa. Takxe, y4nTbiBas 0CO6eHHOCTM GU3HeC-Npo-
LieCCOB KOpropaLui 1 [eBenionepcKon AeATeNbHOCTU BHYTPU HUX,
6blna yTOYHEHa OpraHM3auMoHHas CTPYKTypa B3avMOQENCTBUA
Y4aCTHVKOB KOPMOPaTUBHbIX AEBENONEPCKUX MPOEKTOB. YunTbiBas
CBA3b KOprnopaTuMBHbIX AEBESIONEepPCKNX MNPOEKTOB C KopropaTtus-
HOW cTpaternen, 6bin paspaboTaH anropuTM NPUHATUSA ynpaBieH-
YeCcKunx peLueHvuZ B npouecce OCyLUeCTBJIEHUA KOHTPOJIIMHIOBbIX
MeponpuATUA. YuuTbiBas HamnpaBneHHOCTb KOPMOPAaTWBHbLIX [Ae-
BEJIONEPCKMX NMPOEKTOB Ha PELLEHUE UCKITIHUTENIbHO 3aJay Kop-
nopaTuBHOM cTpaTerMu, ObiNo YCTAHOBMEHO, YTO CTaHAapTHble
rnokasarenu, MCronb3yeMble B KOMMEPHECKUX [eBEenornepckunx
NPOEKTax, He BrOSHE MPUMEHUMbI ONsi OLEHKM 3(EKTUBHOCTH
NPOEKTOB KOPMopaTMBHOro AesenonmeHTa. [aHHbI hakT co3pa-
€T NOTPEBHOCTL B pa3paboTke HOBbIX METOAOB OLEHKM 3hheKTUB-
HOCTM Takmx npoekToB. OOHMM M3 NapamMeTpoB, KOTOPbIA MOXET
6bITb MPUMEHSATLCA ANS KONIMHYECTBEHHOW OLIEHKN 3KOHOMUYECKOWN
3WPEKTUBHOCTN MPOEKTOB KOPMOPATMBHOIO AEBENONMEeHTa, fiB-
NfeTca COBOKYNHaaA CTOMMOCTb BnageHusa 06bEKTOM HeaBMXXNMO-
ctn. B paHHOM nccneposaHum 0603Ha4eHbl 06LLME NPUHLMMBI ANS
onpegeneHns JaHHOro napamerpa Asis NPOeKTOB KOPNOPaTUBHOIO
[eBesionMeHTa. YunTbiBas CoXHY0 yHKLMIO OOBbEKTOB HeaBW-
XWUMOCTM B MopTdene Kopnopauum, Ans OLEHKW NONOXUTENBEHOrO
adhheKTa OT peanusaumny NPOEKTOB NPeasioKEH NapameTp couu-
asibHOro BO3Bpara Ha MHBECTULN.

Knro4eBbie cnoBa: yripaBrieHne rnpoexKTamu, [eBEsIONMEHT KOp-
ropaTvBHOV HEABWXUMOCTH, 3(DPEKTUBHOCTL [EBETIONMEHTA
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