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Examining the Process of Project Preparation

Attila LEGOZA MBA:

PhD Student

University of Miskolc, Faculty of Economist, Hantos Elemér Doctoral School of Business, Man-
agement end Regional Sciences - Hungary

Abstract

My research focuses on medium-sized enterprises in Hungarian private hands, examines their
operation during the implementation of projects, highlighting the reasons for the unsuccessful
project implementation. | investigate deadlines and budget overruns. Investments and develop-
ments are implemented in the form of projects. One of the most important stages of project
implementation is project preparation. Proper preparation affects all subsequent stages of pro-
ject implementation. The preparation process starts already in the application stage and contin-
ues throughout all the subsequent stages of the project. During my empirical research, | examine
the process of project preparation, as appropriate preparation has an impact on the successful
implementation of the project. The present study presents the results obtained from the analysis
of the responses to the questionnaires and the responses to the in-depth interviews.

Keywords: project, project preparation, project implementation, schedule, project failure
JEL Codes: 015, D2

1. Introduction

The successful implementation of projects is in the interest of both investors and contractors.
The investor wants to achieve his goal, and the contractor wants to fulfill his obligations under
the contract. However, in order for the project to be successful, all influencing factors must be
taken into account. The phases and stages of the project have been defined in the literature, but
it must be taken into account that every project is different. The difference can be caused, for
example, by the technical content of the project, the schedule of the project, the value of the
investment. Since the projects are different, the success factors are also different. It is important
that the success factors are defined, we can only measure success after they are available. Ac-
cording to statistics, the majority of investment projects are implemented unsuccessfully. One
of the reasons for failure is inadequate project preparation. The study also deals with the exami-
nation of the preparation process and discusses the possible steps of the process.

2. Literature review
2.1. Project, project management

According to Gorog (2003, p. 26.): "A project is any activity that is a one-time and complex
task for an organization, the duration of its completion (start and end) and the costs of its comp-
letion (resources) are determined, and (similar to strategic objectives) is aimed at achieving a
defined goal (result)."”

According to Lockyer and Gordon (2020): "A unique process system that is a set of coor-
dinated and controlled activities undertaken to achieve an objective that meets specific require-
ments, including time, cost, and resource constraints, with start and finish dates."”

! legoza.attila@gmail.com
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In his analysis of literature, Packendorff (1994, p. 22.) mentions the criterion of unique-
ness with special emphasis with the phrase "occurring once in a lifetime". As he writes, “in
most of the project management literature, a project is usually defined as:

- a unique, once-in-a-lifetime task,

- with a predetermined closing date,

- determination with one or more activity goals (resource use and quality),
- many complex and interrelated activities".

The indicators "unique" and "once in a lifetime" are intended to exclude continuous ope-
ration and routine application from the defined field of phenomena. According to this, a project
is a problem solution that requires creativity, as a result of which novelties can be repeated
continuously, routinely and "reliably™ (Jensen et al., 2016), but those repetitions can no longer
be considered a project.

Papp (2002, p. 20.) completes the definition with a preliminary demonstration and analy-
sis of the risks. In his opinion, the project:

- "for specific goals and results,

- within given time, cost and resource constraints,

- with specified quality and performance requirements,

- preferably using minimal »assets« (or resources),

- at an acceptable level of risk,

- activity aimed at creating some clearly defined »product« (facility, service) (or interrelated
series of activities)".

Considering the risk level indicates that the project manager knows about these risks and
is prepared to deal with them. This is a relatively new expectation for the project, which shows
that the project is usually prepared for some external "customer™ where the preliminary plans
are available.

Projects play a key role in the development of the economy, as illustrated by a World
Bank survey which estimates that the amount spent on projects is about 22% of GDP generated
in the world economy, meaning every fifth dollar generated from project-like activities in the
world. In developing countries e.g. 43% in China and 39% in India (Word Bank, 2008).

Projects have some basic features, namely that they are limited in time, cost and resources
(human and technical). The project must therefore be completed within a given timeframe and
within a given budget. In fact, this is the essence of project management. Project management
is the management, control, organization of the project process itself, which focuses on the
resources on the one hand and the methodological and technical tools on the other hand to
achieve the goal (Gorog, 2001).

It can also be defined that the implementation of project management at the appropriate
level means that we set goals for ourselves and achieve them. However, for this we have to take
the necessary steps, plan, ensure the implementation and manage the team, we have to work
together. It is necessary to constantly check the project processes, the completed tasks, whether
everything is progressing according to our schedule and schedule, and if not, it is necessary to
decide what changes and modifications are necessary in order to return to the original schedule.
In the meantime, we must constantly use project management tools, such as daily schedule
tracking, monthly controlling, resource tracking, etc. "We achieve goals with the project, sub-
ject to time, financial, personal and other restrictions" (Voros, 2004).

According to the Project Management Institute (PMI): A project is a series of reasonably
chosen activities involving the use of resources (time, money, people, materials, energy and
space) to achieve predefined goals (PMI website: www.pmi.hu).

Project management is a specialized field dealing with the organization and management
of resources, the goal of which is to ensure that the project's goals are met within a given time

475


http://www.pmi.hu/

and budget, in accordance with quality parameters, as a result of the work performed by the
resources (Gorog, 2003).

Project management is a process of conscious efforts — carried out by one or more people
— which consists of the planning, management and control of resources (knowledge, skills,
tools, techniques, money) in order to ensure that the project meets the partner's requirements,
the set goals, and time and cost constraints (Henczi & Murvai, 2012).

One of the most important and oldest issues in the science of project management has
been project success itself. Despite being a very important factor, defining it has proven to be
a very difficult task to date. Many researchers have already examined the correlation between
project managers professional competencies and project performance and organizational per-
formance (Kendra & Talpin, 2004; Koong & Liu, 2006).

2.2. Project lifecycle

The project life cycle is the series of phases that the project goes through from its initiation to
its closure. Phases are usually sequential and their name and number are determined by the
management and control needs of the organization or organizations involved in the project, the
nature of the project and its scope.

Application: Stages can be broken down by functional or partial goals, intermediate
results or deliverables, specific milestones within the overall scope of work, or financial avai-
lability. Phases are usually limited in time, with a start and end or checkpoint. The life cycle
can be documented within a methodology. The project life cycle can be defined or shaped by
the unique aspects of the organization, the industry or the technology used. While every project
has a defined beginning and a defined end, the specific deliverables and activities in between
can vary widely from project to project.

Characteristics of project life cycles: Projects vary in size and complexity. All projects
can be assigned to the following general life cycle structure (see Figure 1):

- starting the project,

- organization and preparation,

- carrying out the project work, and
- closing the project.

This general life cycle structure model is often referred to by those responsible for the
project when communicating with senior management or other organizations less familiar with
the details of the project. Not to be confused with project management process groups, as pro-
cess group processes consist of activities that can be performed and repeated at individual stages
of the project and throughout the project as a whole. The life cycle of the project is independent
of the life cycle of the product produced or modified by the project. However, the project must
take into account the current life cycle stage of the product (PMI, 2013).
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Figure 1: Typical cost and resource level in the life cycle structure
of the general project
Source: PMI (2013, p. 38.)

A typical project lifecycle structure typically has the following characteristics:
- Cost and staffing levels are low at project initiation, rise slowly, peak when project work is
completed, and decline rapidly when project is completed. Figure 1 illustrates this typical pat-
tern.
- The typical cost and staffing curve above is not typical for all projects. A project can require
significant costs, even in the early stages of its life cycle, if, for example, the full number of
employees must be secured at the start of the project.
- Risk and uncertainty (shown in Figure 2) are greatest at the beginning of the project. These
risk factors are reduced during the life of the project when the project participants make the
right decisions and accept the deliverables.
- Figure 2 illustrates the idea that the costs of making changes and correcting errors tend to
increase significantly as the project nears completion.

~

High

Risk and uncertainty

Degree —p

Cost of changes

Project Time ————p

Figure 2: The impact of costs and risks during the life cycles of the project
Source: PMI (2013, p. 39.)

In the context of the overall life cycle structure, the project manager can determine whet-
her more effective control is needed during the execution of certain activities, or whether certain
subtasks must be completed before they affect meeting the project's deadline. Large and comp-
lex projects in particular may require this additional level of control. In such cases, it may be
beneficial to divide the project into phases in order to achieve the project goal (PMl, 2013).

2.3. Project phases
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Projects can be divided into any number of stages. A project stage is a collection of logically
related project activities. Project stages are defined when the nature of the work to be performed
is characteristic of a part of the project and is usually related to the achievement of a specific
objective. Project phases are usually completed sequentially, but some projects overlap. Diffe-
rent stages usually have different durations or resource requirements.

The staged structure enables the project to be divided into logical subgroups, thereby fa-
cilitating project planning, management, and control. The number of stages, the need for stages,
and the level of control applied will depend on the size, complexity, and potential impact of the
project. There is no single ideal structure that applies to all projects. Although industry practice
often leads to the use of a preferred structure, projects within the same industry — or even within
the same organization — can vary widely. Some will have only one section, as shown in Figure
3. Other projects may have two or more phases (PMI, 2013).

Monitoring and Controlling Processes

Initiating Processes Planning Processes Executing Processes Closing Processes

3. Figure: Example of the One-Stage project
Source: PMI (2013, p. 41.)

3. Materials and methods
3.1, Basic assumptions

The preparation process is based on the documents prepared during the bidding period, as well
as the delivery limits and conditions of the concluded contract. Among the documents of the
offer period, the following are required to start work:

- contract,

- technical description (equipment parameters, delivery limits, special technical conditions),

- preliminary calculation,

- preliminary construction schedule,

- preliminary project organization,

- design documentation (design documentation received as data provision for starting work).

3.2. Basic documents for project preparation

Based on the documents of the bidding period, the Project Manager prepares the following basic
documents, which, with the approval of the manager responsible for the project, the project
members of the project organization must be introduced to:

- Project summary: to be prepared by the project manager, it contains a brief description of the
project task, a description of the data provision, the guaranteed parameters agreed in the cont-
ract, the main milestones, and possible main suppliers.

- Project organization: prepared by the project manager, approved by the manager responsible
for the project.

- Responsibilities: based on the documentation compiled by the project manager, which is de-
fined in the organizational chart and the "Purchasing plan”, in the case of larger projects in the
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responsibility matrix, for the project manager, system manager and procurement package ma-
nager includes relevant tasks and responsibilities.

- Project schedule: based on the preliminary construction schedule, the project manager pre-
pares and maintains it. It includes the main processes of preparation and procurement, as well
as the implementation activities broken down by specialty and area, together with the definition
of the critical path. This forms the basis of the later, fully detailed schedule before the start of
construction.

- Procurement plan: prepared by the project manager based on the construction schedule. It
includes the preparation and procurement packages broken down by specialty, along with the
names of those responsible and the procurement deadlines.

- List of possible suppliers and subcontractors: includes the list of possible subcontractors and
suppliers considered during the bidding period and intended to compete during the preparation,
together with their contact information, which the project manager supplements with additional
potential contractors.

Creation of a project-specific model contract (designer, supplier, enterprise contract
draft): a model contract that can be used during the procurement process and contains the con-
ditions accepted for the project, drawn up by the project manager.

The basic documents must be uploaded to the company's central server in the folder con-
taining the name of the project.

3.3. Project meetings and communication during preparation

The following meetings must be held during the preparation and full implementation of the
project in order to prepare and control information flow and processes:

- Steering Committee: called by the manager responsible for the project within 8 days after
signing the contract together, from the beginning of the project to the end of the project, on a
weekly basis. The manager responsible for the project, the controlling manager and the project
manager take part in the meeting. Its purpose is to control the execution of project processes, to
monitor deadlines and project management processes, as well as to determine necessary meas-
ures and to make decisions in accordance with the company's rules of procedure. Agreements
must be recorded in minutes and monitored.

- Project Coordination Kick-off Meeting: the project manager convenes the first Steering Com-
mittee within 8 days. Members of the approved project organization will participate in the mee-
ting. Its purpose is to familiarize the project participants with the project task and requirement
system, as well as the organization, responsibilities and schedule. At this meeting, the project
manager announces the date of the regular weekly project coordination meeting.

- Regular weekly Project Coordination Meeting: a weekly meeting convened by the project
manager at the time announced at the Project launch meeting. Members of the project organi-
zation take part in the meeting. Its purpose is to monitor the execution of tasks and determine
the necessary measures in order to comply with the project schedule. Agreements must be re-
corded in a task list and monitored.

3.4. Project preparation activities

The preparation process must be carried out according to the schedule according to the company
system. It covers the following activities:

- Processing of incoming plans: according to the division defined in the responsibility matrix,
it is carried out by the system managers together with their project engineers and installation
managers.

- Compilation of a procurement material list based on plan collection: compilation is the res-
ponsibility of the system manager, a list of coded material types and quantities collected during
the processing of the plan, which further provides information on the required quantities to the
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procurement package managers and to the installation managers on the required work quanti-
ties. Uploading the material list is the task of the project engineer appointed by the system
manager.

- Compilation of the procurement package and requests for proposals: based on the list of
materials, technical specifications and commercial conditions, the project engineer responsible
for the package uses the contract sample for the project.

- Competition: competition for procurement packages among potential suppliers and subcont-
ractors. The competition is the responsibility of the project engineer responsible for the procu-
rement package, the sent offers must be registered in a separate file. Before the closing, a neg-
otiation must be held with the selected competitors, and the agreements must be recorded in the
negotiation minutes. The generated documents must be stored and maintained in an orderly
manner on the server.

Making a procurement proposal: at the end of the bidding process, the person in charge
of the package must make a proposal on the procurement sheet, indicating the possible supplier
or subcontractor. During the competition, the offers must be brought to the same level both
from a technical and commercial point of view. There can be no open contractual issues.

Approval of the procurement proposal: the project manager submits it to the manager
responsible for the project for approval. The procurement proposal must be approved according
to the valid signature procedures.

Contract conclusion based on the approval of the purchase sheet. The order and contract
signed by both parties must be stored in scanned form together with their attachments in the
libraries of the subfolder of the project library on the server.

After the conclusion of the contract, one original copy of the contract to the controller,
one copy
the project manager must hand over a copy to the procurement package manager. At the project
manager contracts, orders and their amendments must also be stored in an orderly manner in
accordance with quality assurance regulations.

3.5. Track changes

The basic documents of the preparation process must be continuously maintained during the
project, after evaluating the effects of the Customer's or designer's changes, the changes must
be passed through the system.

Processing of modified plans:

- after receiving the modified plan, the project manager is responsible for processing the change,
- for the parts of the amended plan affected by the plan amendment, the additional requirements
or surpluses must be determined,

Examination of the effects of the amendment:

- What does the amendment affect?

- Does it have an effect on the schedule, procurement, budget?

- Is it necessary to initiate a contract amendment with the customer?

Tasks:

- project manager's decision on the necessary measures,

- transferring changes to the material list,

- assignment of tasks, recording of tasks,

- modification of the project schedule (if necessary), recording of the schedule on the central
server after approval of the modified schedule by the project manager, presentation of the new
schedule to the project members

- procurement to cover additional requirements, contractual monitoring of changes

- approval of contracts and contract amendments with the project manager

- contract, order or contract amendment
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4. Results

The topic of my research is basically focused on the failure of projects, and examines their
causes during investment projects. Accordingly, I conducted in-depth interviews with professi-
onals who have implemented multi-billion forint investments. With technical director, in-
vestment director, project director and investment director. During the interview, we discussed
the questions formulated in the questionnaire and went through the factors causing the failure
of the projects in detail, point by point.

| sent the questionnaire to hundreds of professionals involved in project implementation,
project directors, project managers, project engineers, construction managers, project purcha-
sers, and project preparers. The conclusions drawn from the given answers are included in this
study, touching on two issues.

| formulated 18 questions in the questionnaire. The following two questions deal with the
importance of the project preparation process. The first question may seem too simple, since it
is clear that the project is affected by the project preparation, but the question concerns the
successful implementation of the project, and | wanted to know from the answers to what extent
the respondents think that the project preparation is important. 100% of respondents believed
that project preparation has an impact on the successful implementation of the project. | also
received this answer during the interviews, so | can say that project preparation is one of the
most important processes in the life of the project. The failure of the project can be caused by
inadequate preparation, and during my research it has been proven that it is the cause in many
cases. All respondents consider proper project preparation important, yet one of the main rea-
sons for unsuccessful project implementation is inadequate project preparation. The answers to
the second question also confirm this statement.

The three main factors of the project are the deadline, the cost and the quality of the
content. If any of the three factors cannot be met, the project can be considered unsuccessful.
Project preparation affects all three factors! Part of the preparation is the preparation of the
project schedule. A detailed schedule is drawn up for the implementation tasks, and resources
are assigned to comply with it. Inadequate project preparation can cause deadlines to slip and
cause costs to rise. Deadline slippage can be reduced by involving more resources, but this
involves exceeding the budget.

In the course of my research, | asked the following questions in my questionnaire and during
the interviews conducted:

First question: ,,One of the most important phases of project implementation is project
preparation. To what extent do you think the proper preparation influences the successful imp-
lementation of the project?”

Questionnaire response evaluation: | got the following result. According to 100% of the
respondents, the preparation of the project has a full impact on the successful implementation
of the project (Figure 4).
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. Does not affect
. It has little affect

It is completely affected

Figure 4: Questionnaire statement (first question)
Source: edited by myself

Second question: “Statistics show that more than 30% of investment projects are delayed,
not in line with the original technical content and not within the planned cost. What do you
think is the reason for this? Please choose from the following, you can choose more.”

Questionnaire response evaluation: Respondents had more choices and could identify
more as a cause, inadequate project preparation was selected in 88.2%, which shows that in-
adequate preparation is the number one cause of unsuccessful project implementation (Figure
5).

Fault\f design 14 (82,4%)
Inadequate project preparation
Procurement gaps

Implementation

15 (88,2%)

5 (29,4%)

5(29.4%)

Project Manager : 7 (41,2%)
Project organization 8 (47,1%)
Other 2 (11,8%)

Figure 5: Questionnaire statement (second question)
Source: edited by myself

4. Recommendations and Discussion

The proper design of the project preparation process and its integration into the company's ope-
rational process can facilitate the successful implementation of projects. The preparation pro-
cess described in the study is an example, but companies dealing with project implementation
must develop the appropriate process description for their own profile. Adequate preparation of
the project facilitates the successful implementation of the project, but inadequate preparation
can lead to the unsuccessful implementation of the project. The projects have different technical
content and different investment values, so the project managers had to face different challen-
ges. A separate organization must be created for the preparation of the projects, thus promoting
the proper preparation of the projects. The purpose of the study was to demonstrate the im-
portance of project preparation, which was confirmed by the obtained results. Based on the
results of my research, it has been proven that there is a significant effect between inadequate
preparation and a failed project. Appropriate preparation must be applied to the project to be
implemented, either with the help of an existing organization or a separate organization.
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