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Abstrakt

Tato diplomova prace je zaméfena na riznych metodik projektového Fizeni a jejich praktické
vyuziti pfi zalozeni podniku v Dubaji, ve Spojenych arabskych emiratech. Vzhledem k
riznym pravnim normam na zahrani¢nim trhu, jsou vysvétleny bariéry vstupu na trh.
Navrh obsahuje definovany seznam ¢innosti, analyzu ¢asu, analyzu a hodnoceni rizik a

rozpocet projektu.

Abstract

This master’s thesis focuses on different project management methods and their practical
use in foundation of a company in Dubai, United Arab Emirates. Due to the different
legal standards in a foreign market, barriers to market entry are explained. The proposal
contains a defined list of activities, time analysis, risk analysis and assessment and the

project budget.
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Chapter 1

Introduction

The importance of project management is increasing due to dynamic changes in the business
environment. It is difficult to keep track of all changes and events that are happening in the
company and its surroundings. The ability to adapt to these events has become a factor
that ensures success, prosperity and competitiveness. Project management allows to choose
the right strategy and reasonably calculate financial, material and human resources.

The purpose of this thesis is to establish a company in Dubai, UAE by using project
management methods. Project management is used in order to have a full overview of the
process, to keep up to the schedule and to effectively utilize the allocated resources.

Dubai is a city full of possibilities. In recent years, it has grown into a metropolis,
which is very attractive for foreign investors and entrepreneurs. Tax exemption and other
advantageous policies by the government makes Dubai an attractive target. As the United
Arab Emirates market is different from a legal perspective, barriers to market entry are
explained. Chapter 3 deals with the theoretical basis, which is very important for the
correct implementation of the project. It introduces the reader to basic building blocks
of project management, methods and processes. Chapter 4 describes the analysis of the
competition in the industry and the evaluation of strengths, weaknesses, opportunities
and threats. It contains the analysis of the United Arab Emirates market, its advantages
and disadvantages. Chapter 5 contains the actual preparation of the project and specific
implementation steps by using project management methods such as the logical framework,
WBS, critical path method for time analysis, RIPRAN method for risk analysis, etc. The
last section is devoted to the evaluation of project benefits. Finally, chapter 6 summarizes

the project and describes the obtained results.
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Chapter 2

Objectives of the thesis

The aim of this thesis is to use the theoretical knowledge in the field of project management
for elaboration of a complete project - establishment of a company in Dubai, United Arab
Emirates, which will offer interior design services. The main objective of the work can be

divided into three individual subgoals, namely:

e Theoretical background for the thesis
e Analysis of the current situation on the UAE market

e Proposal of possible solutions

To successfully fulfill the primary objective and to achieve individual subgoals, it is necessary
to use different type of methods. In order to ensure a good quality, project management
methods recommended by the International Association of IPMA (International Project
Management Association) are applied. These particular chosen methods are acquainted in
detail in the theoretical part (see chapter 3).

In the analysis, information is processed by using the SLEPT analysis, which examines
the company surroundings and its external environment. Moreover, Porter’s five forces
model is used, which analyzes the level of competition within an industry. Finally, individual
outcomes are used as an input for the SWOT analysis.

The project’s time schedule and the Gantt chart is created in a project manager software,
specifically Microsoft Project 2013. The calculation of the critical path is done by CPM
(Critical Path Method). For definition of responsibilities and competences of individual
workers, a RACI matrix is used. Finally, the risk identification and assessment is processed

by the RIPRAN method.
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Chapter 3

Theoretical Foundations

This part of the thesis deals with theoretical knowledge from the field of project management
and processes associated with it.

Firstly, the term of project management, project and triple constraint are specified.
Furthermore, the life cycle of the project is described and the differences between projects
and programmes are explained. Another section describes the role of a project manager

and stakeholders. Finally, process groups and processes are explained.

3.1 Project management

Project management is used for planning and implementation of complex, usually one-time
events that need to be carried out in desired time according to the planned costs in order
to achieve the stated objectives. The goal of project management is a successful project. A
project manager needs to apply his knowledge, skills and techniques of project management
in order to meet stakeholders’ needs and expectations from a project. In other words, the
manager needs to do whatever is desired to make the project happen [1]. A key objective
of project managers is to achieve success and avoid failure. They want to be sure that they
are familiar with the considered criteria determining success or failure. Therefore, from the
beginning, it is substantial to precisely and clearly define these criteria [3].

However, project management does not represent only the techniques and methods. It
is a certain way of thinking and a style of work, which is based on a systematic point of
view combined with an effort to divide the problem into smaller parts, so it can be easily

and effectively solved.
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3.2 Project

A project is unique time, cost and resource-limited process realized in order to produce
defined outputs (fulfillment of project objectives) in the required quality and in accordance
with applicable standards and approved requirements. Successful project management can
then be defined as having achieved the following project objectives [14]:

e Within time

e Within cost

e At the desired performance/technology level

e While utilizing the assigned resources effectively and efficiently

e Accepted by customer

A project is performed through certain changes, which is well illustrated on figure 3.1, which

shows the project as a process of change from initial state to the target state.

A
Qualitative Target state

Level

Changes

Initial state

AN
>

Beginning of the project End of the project

Figure 3.1: Schematic representation of a project (source : own)

The content of a project is not a small or irrelevant change, but quite the opposite. In
projects there are fundamental changes, therefore such changes can not be implemented by
small and gradual steps, but by a ,giant leap“. This is reflected by comparing the initial
state at the start of the project with the target at the end of the project. Target state is
then commonly called the goal of the project [13]. There are certain scenarios where the

project management is not a sufficient option. For instance, in case of periodically repetitive
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activities, such as operational production planning, periodic inspection of the machines or
other daily inspection activities, it is unnecessary to apply project management. Project
management is also not suitable for cases that need only routine or just common sense.
Moreover, it should not be used in emergency situations (technical catastrophes, natural
disasters, corporate crisis, etc.). In these cases there are other specialized procedures such

as crisis management.

3.2.1 Aim of the project

A properly defined goal is one of the main characteristics which influences the future success
of the project. In practice, vaguely defined objectives are one of the most common causes
of poor planning, which then usually lead to project failure. Therefore, when specifying the
objective, the organization s strategy defined through its mission, vision and programs as
well as the needs and interests of stakeholders should be taken into an account. According

to Harold Kerzner project objectives must be [14]:

e Specific, not general

e Not overly complex

Measurable, tangible and verifiable
e Appropriate level, challenging

Realistic and attainable

Established within resource bounds

Consistent with organizational plans, policies, and procedures

Some practitioners use the more simplistic approach of defining an objective by saying that

the project’s objective must follow the SMART rule, whereby:

e S = Specific

Is it clear what the project wants to achieve?

¢ M = Measurable
Which indicators show that the project achieved the desired output?

e A = Attainable

Is the target acceptable to all stakeholders?
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¢ R = Realistic or Relevant
Can project objectives be achieved under current conditions with available resources

and people?

e T = Time Bound

Is it clear when the objective needs to be achieved?

Stated objective expresses only what needs to be done. However, it is necessary to define
when and for how much it has to be done. The defined objective in project management is
called triple constraint. Triple constraint describes the relationship between the planned
objective, scheduled time and planned costs. Therefore, it is actually the goal of the project
expressed in the dimensions of time, cost and scope. Usually, it is shown in the form of a

triangle where each vertex represents one dimension (see figure 3.2).

Scope

Quality

Cost Time

Figure 3.2: Triple constraint (source : own)

Well-established dimensions set minimum requirements for the project. It determines what
is necessary to handle. There is a correlation between dimensions. Therfore, moving one
dimension’s objectives also influence other dimensions. Also, it is important for each project
to determine the priority of individual peaks of the triple constraint. It is necessary to decide

at the beginning whether the most important factor is quality, deadlines or finance.

3.2.2 Context of the project

None of the projects is implemented in isolation from its surroundings. It is true that the

environment influences the project and the project influences the environment. Both the
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surroundings and project are changing over time. Therefore, it is necessary to monitor both
of them.

Besides the context of the project, another important concept is the the context of the
organization. The project cannot be implemented without links to the outside environment.
Moreover, the relation to the organization environment, within which the project occurs is
also needed.

From the perspective of the company that ensures the project, it is very important that
the project is linked to its strategic plan and also with other projects and activities. For
efficient use of project management methods, the length of projects should not exceed 2
years. However, in practice it is often necessary to make more extensive strategic change,
which execution requires a longer time period. In this case, using a programme is the right
choice.

Programme represents a long-term strategic plan in order to solve a particular problem
area in the company, region, state, etc. It is usually developed for several years at a strategic
management level of the organization (e.g.: structural EU programs). The projects are

designed and implemented as a specific instrument to ensure the program’s objectives [3].

3.3 Project life cycle

Time is one of the key parameters of the success of a project. A project can be seen as a
group of consecutive phases expressing the course of project development. Phase is a group
of logically related activities. Individual project phases then form together the life cycle of
a project. Project life cycle can vary from project to project. In different sectors specific
models of cycles can be found. However, it is possible to determine the basic stages which

each project goes through. There are three phases of the life cycle [13]:

e Pre-project phase
In the first phase it is considered, whether the idea for the project is viable and whether
there is a demand for it on the market. The result of this phase is a recommendation

whether implement the project or not.

e Project Phase
The second phase includes the realization of the project, which consists of the initiation,

detailed planning and the implementation itself. Ideally, at the end of this phase the
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project is completed, the customer got everything promised to him and the goals of

the project are fulfilled.

e Post-project phase
The final phase occurs after all output have been transferred and the project was
completed. It also contains an analysis and evaluation of the project, whether it
was successful or not. Moreover, it also involves suggestions how to improve future

projects and what to do differently.

3.3.1 Pre-project phase

Pre-project phase is carried out by a preparatory team with the authority of superiors. The
aim of this phase is to provide reliable recommendations, whether to implement the project
(move it to the next stage) or not to implement the project (terminate it).

In the real world there are many ideas. With regard to the limited financial, personnel
and time options it is not possible to carry out all. The idea for the project can not begin
with the implementation immediately. First, it must be analyzed, then the team convince
by its meaningfulness and feasibility. Pre-project studies and analyses cannot be completed
in minutes. To make it clear that the leadership of organizations granted permission to deal
with the realization of a particular project, preliminary project charter is developed.
This document determines who is authorized by the proposal, which resources are available
to him, and how much time and money he has for it. In the pre-project phase a project
team is not appointed yet. It may happen that each study or analysis will be processed by
different group of workers. Often it is enough to develop pre-project considerations within

which answers to fundamental questions are sought namely [13]:

What the intended project wants to achieve?
e What are the expected results?

How will the results be achieved?

e What are the alternative solutions?

How much will it cost?

Who will pay for it?

18



e Who will be influenced by the project?

e What or who will influence the project?

Objectives must be selected according to the established criteria and conditions. These
goals can not be assessed without taking into account the organization s initial situation.
To evaluate the current state of the organization and its environment and to predict possible
future developments, opportunity study is used. It also contains the first discussion on
the formulation of the objective. Moreover, part of this study is the SWOT and SLEPT
analysis. The form and the structure of the opportunity study is not firmly given. Its result
should be a text not longer, than a few pages (two to three pages for common projects).
The main ideas should be clearly captured on one page, other important facts should be

processed as attachments to the initial sheet.

3.3.1.1 SLEPT analysis

SLEPT anaylis is used to analyze the changes in the general environment of the organization.
It examines and evaluates the external factors, which might influence the project from five

perspectives:

1. Social
Example factors can be age structure, geographic and ethnic distribution, population

size, unemployment rate, etc.

2. Legal

From the legal perspective factors can be business and labor law or law enforcment.

3. Economic

Factors in the economic area can be inflation, GDP or monetary stability.

4. Political
Example factors can be form and stability of the government, political parties and

membership in international organizations.

5. Technological
Finally, example factors in the technology field are level of support and funding,

efficiency and implementation of new technologies.
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Analysis does not map only the current state, but it is also dealing with future situations.
Therefore, how the general environment will develop in the future and what changes can
be expected in the area.

In the analysis, the first step is the mapping of factors to individual areas. Secondly,
evaluation of the impact of various factors on the project is needed. The last step is the
selection of a factor, which should be taken under consideration according to the project.
The result of the analysis is a summary of the relevant environmental factors, which may

affect the project including a description of their impact on the project [3].

3.3.1.2 SWOT analysis

SWOT analysis is one of the basic tools of strategic management, which examines the key
issues of the organization based on a detailed analysis of its strengths and weaknesses. The
basic principle of the method consists of the determination of the important external and
internal factors of the environment and their interaction, thus how the relevant strengths
and weaknesses can affect opportunities and threats. The analysis allows to evaluate the
functioning of the organization as well as to identify significant challenges and opportunities

for development. If SWOT analysis is applied to a project, it allows to [3]:

e discover opportunities for the project

predict its fundamental risks

use the strengths of the organization for the project

eliminate the weaknesses threatening the project in time

In the first place it is necessary to clearly define the object of the analysis, its purpose
and the time frame, within which opportunities and threats will be considered. SWOT
analysis is always done in a team or group. Joint discussion allows to objectively assess
various aspects of external and internal environment and avoid subjective evaluation based
on personal impressions and feelings. In practice, SWOT analysis is usually presented as a
table with four fields, in which individual strengths, weaknesses, opportunities and threats
are listed (see figure 3.3).

SWOT analysis is not only used in the pre-project phase. It can be processed or

reprocessed at any stage of the project life cycle as needed. It should be performed
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periodically, therefore, analyze how the influence of internal and external factors has changed

in relation to the planned projects of the organization.

SWOT analysis
Helpful for achieving the objective Harmul for achieving the objective

g

(&)

2 Strengths Weaknesses
8

8

o Opportunities Threats

Q)

g

L

Figure 3.3: SWOT table (source : own)

3.3.1.3 Feasibility study

Feasibility study is the continuation

of the opportunity study. Its main purpose is to

evaluate the possible variants for the implementation and to assess the feasibility and

viability of the selected solutions. Feasability study characterizes the way of realizing the

objectives and specifies the details of

e Specification of goals

the project, mainly:

e Required expenses and the most important resources

e The basic time schedule using at least the major milestones

e Expected benefits

e Other significant risks relating to the implementation of the project

Each feasibility study should begin with the identification of possible variants for the project

and the choice of the optimal variant. Part of the feasability study is the analysis of

stakeholders and also the critical success factor analysis.

21



3.3.1.4 Logical framework method

Logical framework method (or logframe) is an important tool for project management,
which links the relevant facts and describes the project and its strategy. It contains the
characteristics of the project itself, its key external assumptions and significant metrics.
During the creation of a project strategy it describes how the project should look like and
how it will be implemented. This will ensure that the team has the same view of the project
and there won “t be unnecessary misunderstandings in the future. It is a matrix of 4x4. Its

template can be seen on figure 3.4.

Logical framework
Project description Indicators Means of verification Assumptions
[0]
(%2}
[e]
ol
g
>
a
©
o
O]
k2]
=}
£
>
O
7]
Q
=
©
<

Figure 3.4: Example template of the logical framework (source : own)

Filling of the logical framework starts from the first column, therefore, from the project
description. Firstly, the purpose of the project should be filled in, then the project outputs
and activities. Finally, the main goal row can be completed [7]. The purpose answers the
question WHY the project is carried out. It defines its benefits, which will only appear
after the project has ended. At this level, the long-term objectives and strategies of the
organization are reflected. The main goal is influenced by external conditions, so the project

manager and his team are not fully responsible for it.
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The main goal answers to the question WHAT. This section describes specifically what
the project intends to change. It is a specific and clear definition of the target state which
the project wants to achieve. Exactly for these the objectives are project manager and his
team fully responsible.

Project outputs answer the question HOW. It is a description of the results that occur
within the project. The team is responsible for its delivery.

Project activities are the key activities to be implemented in order to create the above
mentioned project outputs. In the logical framework it is enough to name only the main
groups of activities, without which it would not have been possible to achieve the target
outputs. A detailed breakdown of tasks, including timing, cost determining and the
appointment of responsible people are involved in the next phase of the project life cycle.

Column objectively verifiable indicators state indicators, which demonstrate that project

goals, purposes and outputs were achieved. For each goal, purpose and output there must
be at least one indicator given. At the level of activities, objectively verifiable indicators
are not filled, because their successful implementation is confirmed by the realized outputs.
Therefore, the field describes inputs or resources, which are necessary to ensure project
activities(e.g.: financial resources, materials, number of people, machines, etc.)
The third column means of verification indicates how the indicators defined in the second
column are verified. At the level of activities, the means of verification should not be filled
again. However, in this field a timeframe is defined. At this stage of planning it is more
appropriate to describe the chronology of the project in the form of milestones.

The final column assumptions describe facts which can influence the success of a project.
These fields then represent the greatest threats, which is necessary to have in mind during
the planning and implementation of the project. In case of the main goals the field remains
blank. In some forms of logframes a fifth row is added, which states preliminary conditions

of the project [13].

3.3.1.5 Stakeholders

Stakeholders are among the most important factors which affect the project. Stakeholder
can be a person, a function or a group of people who are somehow involved in the project.
These subjects have an interest in the success or failure of the project or are affected or

restricted by the project.
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For instance, group of stakeholders can consist of the target group of the project,
investor of the project, project manager and his team members, employees, organizations,
contractors, competitors, government, sponsors, partners, media, groups with common

interests, etc. Based on importance, stakeholders can be divided into:

e Primary parties
From the project’s perspective, they are the main and major stakeholders. They
usually include target groups, organization management and employees, investors or

SpPONSOrs.

e Secondary parties
They represent subjects whose direct link to the project is not so strong. However,
they need to be taken into account. For instance, they can be competitors, media or

government authorities.

Stakeholder’s analysis is a method that allows to define various stakeholders together
with its relation to the objectives of the project. The first version of the analysis is usually
processed within the feasibility study. In the project phase it serves as an important
document for the development of a communication plan and for the stakeholders relationship
management.

In the first place it is necessary to identify various stakeholders. Who will participate in
the project? Who is interested in it? Who is affected by the project positively or negatively?
Who supports the project and who is against it? Answers to these questions will help with
the identification of various stakeholders.

The next step is to evaluate the interests of stakeholders in relation to the project. What
are the needs of the different parties? What do they expect from the project and how can
these expectations affect it? Besides the interests it is also necessary to evaluate the extent
of their influence. Based on the analysis it is possible to define the priority of stakeholders
and determine the basic strategy of communication with each subject. Obtained data are
usually recorded in a matrix, which can be used to summarize the influence of different
stakeholders. Involvement of stakeholders in various phases of the project development is

one of the key factors of success [13].
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3.3.2 Project phase

Project phase can be divided into initialization, detailed planning, implementation and
completion of the project. Initialization is the first phase of the project itself. If the project
was in the pre-project phase recommended for implementation, it is now necessary to bring
it to life. Therefore, the aim of this phase is to declare the project at the appropriate
management level by defining its basic attributes.

In some cases, the initialization phase begins immediately after the completion of the
pre-project phase. However, sometimes between these stages there can be a relatively
long pause. If the intermission is long, it is necessary to revise the information from the
pre-project phase, as they can be significantly obsolete.

One of the most important documents prepared in the initialization phase is the project
charter. It formally declares the existence of the project and authorizes the project
manager to use resources of the organization in project activities. It usually contains the

following information:

e project name, project ID

e specification of objectives and benefits of the project

e the content and scope of the project

e dates for initiation and completion, project milestones

e planned project costs

e project participants (manager, project team members, management committee)
e basic conditions and requirements

e date, place and signature expressing the approval of the document

3.3.2.1 Project team

In the initialization phase is the creation of the project team. The project team is actually
one of the fundamental attributes of the project. Problems and challenges will not be
resolved by themselves, but they are solved by people. That is why people are among the
critical success factors in projects [3].

The project team is associated with a specific project and it is temporary, because it

begins and ends with the project. It has its own project manager, who is responsible for
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the proper functioning of the team’s activities. Composition of the project team is decided
by the management of the organization. However, it is appropriate if at least some of the
people who worked in the pre-project stage are part of it. According to the definition, a
team must consist of at least 3 people. The ideal size of a team has proven to be 7 + 2
members [13]. In huge projects, the project team can have even more members. However,
the manager should be aware that in a group bigger than 10 people, the dynamics of
communication changes significantly, so the manager should adapt to it.

Teams have their own life cycle. Each phase has different characteristics, so it requires
a different style of management. According to Bruce Tuckman, there are four main phases

of team development [3]:

e Forming
People need to become familiar with each other and with the task itself. The phase
is characterized by high uncertainty and frustration. Members of the team are not
sure about their individual roles and responsibilities. Therefore, it is important for

the manager to help members and navigate them through this phase.

e Storming
If a team wants to succeed, they must overcome this period and they need to define
the roles of individuals. The manager should focus on what brings the team together,
instead of what divides it. Conflicts are normal, but it is possible to mitigate their

intensity with good and frequent communication by the project manager.

e Norming
This phase is therefore characterized by establishing standards and norms. The
situation within the team is calming. Members begin to work together. Motivation

increases, because now people know with whom, where and when to work.

e Performing
At this phase, team members are able to work as a highly effective and powerful unit
even without their manager. Members become dependent on each other and achieve

outstanding results.

However, team work is temporary. After some period of time, the team is dissolved or the

members can get a new objective. As it was mentioned before, the project manager is the
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core of the team work. He has many activities to perform, challenges to overcome, and
responsibilities to uphold over the life of a project. He needs to motivate his team and keep
the members together as a unit. According to Gregory M. Horine the key skills of project

managers are the following [10]:

Project management fundamentals
e Business management skills
e Technical knowledge

e Communication skills

Leadership skills

3.3.2.2 Work Breakdown Structure

Once the project charter is signed, thus the project proposal is accepted, it is necessary
to prepare a detailed project plan. The first activity is the creation of a work breakdown
structure (WBS). It is a hierarchical ,breakdown of the project objectives to individual
supplied products (results) and subproducts down to the level of work packages, which
must be created during the project. It defines the substantive scope of the project [4].
The WBS method is most often displayed as a tree sctructure (see figure 3.5), which
has one root on top which is the project goal. The following level is the level of products
(outputs), followed by the optional level of subproducts. The last and the mandatory level
is the level of work packages. For WBS, the numbering of the elements is defined, which
includes information about the level at which it is located. This numbering is also its
unique identifier and applicable for further reference within project documentation. The

numbering begins from the level of products and each next level is separated by a dot.

3.3.2.3 Milestone

A milestone is a significant point or event in the project. It is an event or condition when
a whole group of related tasks or project phase is completed. Milestones help you organize
tasks into logical groups or sequences. They can also be used to monitor the progress of
the project. When a group of related tasks is finished, the project has reached a milestone.

Once all the milestones have been achieved, the project is finished [20].
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Figure 3.5: Sample work breakdown structure [20]

3.3.2.4 Critical path method

Management is continually seeking new and better control techniques to cope with the
complexities and tight deadlines. Scheduling techniques help to achieve these goals. The

most common techniques are [14]:

Gantt or bar charts

Milestone charts

Networks

Program Evaluation and Review Technique (PERT)

Critical Path Method (CPM)

Precedence Diagram Method (PDM)

Graphical Evaluation and Review Technique (GERT)
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The major disadvantage with Gantt, milestone, or bubble charts is the inability to show
the interdependencies between events and activities.

Critical path method is a basic deterministic technique for the project s time analysis.
The main aim of this technique is to determine a critical path. Critical path is is the longest
path through the network and determines the duration of the project. It is also the shortest
amount of time necessary to accomplish the project. By postponing any of the activities
on the critical path causes delay of the entire project. Activities which do not lie on the
critical path, usually have a slack time, which means that postponing an activity does not
necessarily mean the delay of the project.

CPM models the activities and events of a project as a network. Activities are depicted
as nodes on the network and events that signify the beginning or ending of the activities
are depicted as arcs or lines between the nodes. The following figure 3.6 shows one possible

way of describing a node in the network:

ES TS EF
Duration Description
LS FS LF

Figure 3.6: Description of a node in CPM (source : own)

Used abbreviations mean the following:

e ES = Early Start
Is the earliest time that an activity can start. An activity near the end of the path

will only start early if all of the previous activities in the path also started early.

e LS = Late Start
Is the latest time that an activity can start. If an activity is on a path that is much

shorter than the critical path, then it can start very late without delaying the project.

¢ EF = Early Finish

Is the earliest time that an activity can finish. It’s the date that an activity will finish
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if all of the previous activities started early and none of them slipped.

e LF = Late Finish
Is the latest time that an activity can finish. If an activity is on a short path and all
of the other activities on that path start and finish early, then it can finish very late

without causing the project to be late.

e TS = Total Slack
The amount of time an activity can be delayed without delaying the early start date

of its successor(s).

e F'S = Free Slack
The amount of time an activity can be delayed without delaying the project end date

or an intermediary milestone.

When calculating the critical path method, first it is necessary to prepare a list of all project
activities and determine their duration. It is also necessary to establish logical links between
these activities. This can be done directly within a software or by determining successors
and predecessors in a table.

The next step is the manual calculation. Firstly, it is necessary to set the value of ES
(early start) of the initial node to 0. The calculation is carried out in two passes and then
the slack times are calculated. The first pass (from left to right) goes from the initial node
to the final node and ES (early start) and EF (early finish) values are calculated. After
the first passage the first key information is obtained - the duration of the project. The
next step is the calculation of LS (late start) and LF (late finish). Finally, the free and
total slack times are calculated. To calculate each value in a node the following formulas

are used:

EF = FS + Duration (3.1)
LS = LF — Duration (3.2)
TS =LF — EF (3.3)

After completion of calculations the following checks are performed:
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e Network cannot contain negative values.
e For TS and FS apply, that TS > FS
e Values of ES and LS of the initial node must be equal.
At the end, it is necessary to identify and mark the critical path of the project (see figure

3.7). This is done by finding all of the nodes with zero slack time and then mark their

mutual relations.
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Figure 3.7: Critical Path Method [¢]

3.3.2.5 Resource analysis

After creating the first version of the time schedule, it is the good time to devote to the
resources, which are needed to implement the project. A resource may be defined as the
machine or person who will perform the scope of work. Resource planning is therefore
forecasting the resources required to perform the scope of work within the time plan [4].
Resource analysis allows to monitor the usage of project resources. All activities must be
progressively evaluated based on how many different resources they consume. Resources
can be defined in a table, which contains basic information about each resource, such as
its name, type, cost and units. As the time schedule is already known, it is possible to
determine the cumulative need for particular types of resources over a defined period (day,

week, month, etc.). Basic types of resources are:

e Labor resources

Especially people
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e Material resources

Necessary material, equipment and infrastructure

Money does not belong to resources. During the execution of the project, material resources
are gradually consumed. For material resources, it is not possible to define the availability
or a working schedule (this can be done only with labor resources). Their costs are given as
a defined unit (pieces, km, m?, etc.). Examples of these resources can be bricks, software,
services, etc.

Labor resources during the execution of the project are performing tasks. Each resource
has its own calendar with the definition of the working time. A labor resource can be defined
by its availability and by the amount of work it can do in a required time. Resource
capacity is the amount of work which a resource can deliver per unit time. It is usually
given as a percentage. If the value is set to 100% , it means that 100% of the time the
resource is available to work on the project. The default is 8 hours per day. However, it is
adjusted according to the real situation of the project. As the real work resource capacity
varies over time (vacation, illness, etc.), a resource calendar is available, which shows the
capacity of the resources at a given time - the resource availability

Once resources have been assigned to all activities, it is necessary to check if the set
limits of the resources are not exceeded. A resource histogram can be used for this, which
is a popular planning tool. It gives a good visual presentation, which is easy to assimilate
and understand. The resource histogram enables to compare the resource forecast with
the resources available (see figure 3.8). The ideal situation is achieved when the resource
requirement equals the resources available. However, in some cases a resource overload can
happen, when the resource forecast exceeds the available resources. A resource overload
will lead to some activities being delayed which could delay the completion of the project
4.

The final project plan cannot contain overload resources. Therefore, it is necessary to
make interventions in the project in order to eliminate the overload of individual resources.

There are basically two approaches to solve an overload situation:

1. Change the start time of a task
Move non-critical activities within their slack time or divide the task into multiple

parts.
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2. Focus on assigned resources

Replace an assigned resource with another one or assign a new resource.

Solution of overload resources is not a trivial matter, because usually every change of a task

causes changes in several other tasks.
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Figure 3.8: Resource analysis [8]

3.3.2.6 Determining the budget

Cost management estimates the cost of individual work packages, subsystems and of the
entire project and creates a project budget. Budget is a crucial part of the project plan, as all
stakeholders are interested in it. For instance, the owner of the project or the coordinators
of teams, who want to know the finances for their activities. Moreover, individual employees
for whom the budget is important because of their salary.

In the pre-project phase costs estimates are calculated. When processing costs estimates,

historical information of the organization can be used. For instance, final budgets of
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previous projects that have implemented similar type of costs. This method of estimating
is called analogous estimating.

It is usual to determine a budget for the project by using parameters. Parametric
estimating uses a relationship between historical data and other variables (e.g., square
footage in construction) to calculate an estimate for activity parameters, such as cost,
budget and duration. Cost estimation is not time consuming and does not require detailed
planning of the project. However, it is necessary to realize that the actual cost of the project
can vary from the initial estimates [20].

Determining a detailed budget is build on previous steps of the planning phase - creating

a WBS, time schedule and resource planning. A detailed budget is created by:

e evaluation of work packages
e evaluation of the work (activities)

e inserting provisions for identified and unidentified risks

When determining a detailed budget, firstly, it is suggested to establish direct costs, which
are closely associated with the implementation of specific project activities (e.g., cost of
materials or purchase of services). Indirect costs are those which can not be clearly assigned
to a specific project (operation of buildings, taxes and fees). They are common costs of the
entire organization.

The budget should also reflect the project risks, so it should include a provision for
identifiable and unidentifiable risks. Typical examples of provisions for identified risks may

be provisions for [3]:

e Exchange losses
For projects which use a purchase or sale of a foreign currency, it is necessary to count

with a reserve that covers the changes of currencies.

e Additional costs
For example, during the renovation of older houses it is possible to detect problems
only in the implementation phase, which require additional personnel, equipment, and

SO O1.
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3.3.2.7 Risk analysis

Negative effects of different random and adverse influences can affect the course of the
project and may lead to its unsuccessful end. Therefore, a project manager should be
concerned about what may threaten the project and how he can improve the certainty of
successful completion of the project. Risks are part of every project. It is necessary to
work with them in all of the project s phases. It is very important to realize what kind of
assets in the project should be protected. It is always necessary to protect the project goal
and the triple constraint of the project. Moreover, important assets, which are related to
the project (key supplies, resources, security, procedures, etc.). In project management it
is recommended to perform a quantified risk analysis. It provides a good basis to handle
situations, which represent potential dangers for the project. By implementing the proposed
measures, value of risk in the project can be reduced to an acceptable level [13].

Risk is a measure of the probability and consequence of not achieving a defined project
goal. It involves the notion of uncertainty. Risk is not always easy to evaluate since
the probability of occurrence and the consequence of occurrence are usually not directly
measurable parameters and must be estimated by judgment, statistical, or other procedures.

Risk has two primary components for a given event [14]:

e A probability of occurrence of that event

e Impact (or consequence) of the event occurring (amount at stake)

Figure 3.9 shows the components of risk. Risk for each event can be defined as a function

of probability and consequence (impact):

Risk = f(probability, consequence) (3.4)

In general, as either the probability or the consequence increases, so does the risk. Both
the probability and consequence must be considered in risk management.

While doing risk analysis, it is necessary to recognize the dangers which threaten the project.
There are many kinds of dangers that can be a source of danger to the project objectives,
such as bad weather, social unrest, competitive pressures, etc. For a successful risk analysis,

it is necessary to characterize any real danger as accurately as possible, which is formulated
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Figure 3.9: Risk components [14]

as a particular threat. It is possible to express the probability and the impact of these
adverse events.

Acceptable risk represents a value of risk that can be accepted without having to ensure
any special measures. Determining the value of an acceptable risk for a particular project
is a matter of strategic decisions. Often it is referred to as a risk appetite. Other risk
values are unacceptable for the project. Risk assessment can be done in numerical terms
- quantitative evaluation, or in verbal values - qualitative evaluation (e.g. RIPRAN
method). Recently, fuzzy sets can be used for qualitative risk assessment. Quantitative
risk assessment is always more accurate, but it is also more challenging. Qualitative risk
assessment is carried out when there is not enough data for accurate numerical representation

of risks. Risk analysis includes:

e Risk identification
e Risk assessment

e Risk response to eliminate or at least to mitigate risk

After risk analysis, risk monitoring should not be forgotten where prepared measures are

implemented to reduce the risk and newly occurring hazards are analyzed.
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RIPRAN method

RIPRAN method (RIsk PRoject ANalysis) is a simple method for project risk analysis. Risk
analysis consists of the same three processes as it was mentioned before (risk identification,
risk assessment and risk response).

The aim of risk identification is to identify threats and scenarios. First, it is necessary
to check whether all the required documents are available, which describe the project plan.
Risk identification should be done by workers who have necessary knowledge in the area
of risk engineering. Afterwards, the team can begin by compiling the output list, which is
usually presented as a table. The outcome of risk identification is a list of threat-scenario
pairs. It is important to check whether to a particular threat all major scenarios are
assigned. Similarly, it is necessary to verify whether specific scenarios are assigned to all
possible threats. It is very important to determine the threat-scenario pair, as they enable
high quality quantification of risks. Moreover, it is easier to find more effective measures
for reducing the risks.

The aim of risk assessment is to evaluate the probability of threats and scenarios, the size
of potential damage and to assess the degree of risk. As input, the list of threat-scenarios
pairs are used. Furthermore, it is necessary to provide statistical data from past projects.
The team should agree whether exact values or grading scales (e.g., very low - low - medium -
high - very high) will be used for the evaluation. Afterwards, probability value and impact
(financial representation of potential losses) are added for each pair. The probability is
calculated by multiplying the probability, threats and scenarios. Cases with high probability
and significant loss are selected.

The aim of risk response is to either prepare measures, which reduce or completely
eliminate the impact of risk, or accept the risk. The level of risk, which is acceptable for
our project should also be provided in time. Output is a list of suggestions how to reduce
the risks and a plan how to ensure these suggestions.

In cases where it is not possible to apply a quantitative method of risk assessment, a
qualitative method can be used. Table 3.1 shows a way how to evaluate a value of a risk

verbally.
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Large impact Medium impact Small impact

High HVR HVR MVR
probability

Medium HVR MVR LVR
probability

Low MVR LVR LVR
probability

Table 3.1: Sample table for qualitative risk assessment [13]

Used abbreviations mean the following:

e HVR = High Value Risk
e MVR = Medium Value Risk

e LVR = Low Value Risk

A high probability is over 66%, medium probability is between 33% and 66% and low
probability is below 33%. Large impact is when the project objectives or end date of the
project are threatened. When the damage is greater than 20% of the value of the project.
In case of medium impact the damage is between 0.51% and 19.5%. Finally, in case of small

impact the damage is below 0.5%.

3.3.3 Post-project phase

The main purpose of the post-project phase is to contribute to improving the quality of
projects. This ensures that the same mistakes will not be repeated in the projects and
positive experiences will be evaluated. The fact that completed projects are analyzed and
acquired experiences are recorded in files, allows the institution to constantly improve the
quality of their projects. For employees post-project phase represents benefits in a way that
they can avoid the mistakes of their predecessors and can gain experience from projects,
in which they have not even participated. Commonly, post-project phase consists of the

following stages:

e Analysis of the completed project
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e Preparation of proposals for improving future projects

e Maintenance phase of the project results

After the completion of the project it is appropriate to proceed with an overall evaluation
of the project. The goal is to find out important facts about its course. These can be
used to evaluate the effectiveness and provide advices for future projects to avoid repeating
mistakes. Equally important is to remember positive approaches and experiences from
other projects. Continuous quality improvement of project management should be the goal

of every institution [13].
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Chapter 4

Current Situation Analysis

In this chapter analysis of the current market situation is described with strategy tools such
as SLEPT analysis, which examines the company surroundings and its external environment.
Moreover, Porter’s five forces model will be used, which analyzes the level of competition
within an industry. Finally, the acquired information will be used to process the SWOT
analysis, which describes strengths, weaknesses, opportunities and threats. Figure 4.1

illustrates the relationships between these tools.

SLEPT analysis

Y

SWOT analysis < Internal factors

Porter’s five forces

Company strategy

Figure 4.1: Company analysis (source : own)

In the United Arab Emirates there is a large number of companies, which offer interior
decoration services. To maintain their competitiveness in the market and keep customers’

satisfaction and loyalty, it is required to constantly offer something new, follow trends and
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new technologies in the field. It is important to adapt these innovations to the customers’
desire. These properties are prerequisites for a successful company. If the company can meet
customers’ expectations, that means it has the most important pillar to run a successful
business.

Nowadays, Dubai is one of the supreme destinations for business people and investors in
the Middle East. In the last years the city went trough an enormous development process.
In the 20th century, Dubai was just a small harbor. When they discovered oil in 1966,
oil revenues were devoted to the development of the infrastructure. Schools, hospitals,
roads and modern telecommunication networks were built. It was a frenetic development.
Dubai’s strong development was natural for everyone - visionary leadership, high-quality
infrastructure, foreign-friendly environment, zero tax on personal and corporate income
and low import duties. Due to flexible policies introduced by the government, Dubai has
attracted world attention through its many innovative projects. The result in the end was
that Dubai quickly became the region’s top business and tourism center. The foregoing
facts indicate, that there is a big potential for founding a company in Dubai. The major

advantages are the following [1]:

e The state and the government support the growth of small businesses, as well as large
corporations. Business opportunities in Dubai are not just for the citizens of United

Arab Emirates, but it is open to foreign investors as well.

e Setting up a business in Dubai is very easy and straightforward. Policies by the

government are progressive and encourage foreign investors to invest in the country.

e Taxation is minimal and mostly non-existent. Only three sectors are significantly

affected in taxation - oil, banking, and tobacco processing.

e Dubai has a long-term plan that focuses heavily on growing new businesses. Their
economy will be supported for years. Moreover, they have business laws that are

really favorable.

e Due to the high growth there are massive construction projects in the city. Therefore,

there won “t be a problem with the demand for our products and services.
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4.1 SLEPT analysis

SLEPT analysis was described in section 3.3.1. It includes several factors that affect the
evaluation of the market situation in social, legislative, economic, political and technological

areas.

4.1.1 Social factors

The age structure of the United Arab Emirates doesn’t have a typical trend. In other
countries, population consists mainly of older people. However, in UAE the majority of
citizens are in the age group from 25 to 45. Moreover, the sex ratio also shows an unusual

trend (see table 4.1).

Male United Arab Emirates - 2014 Female

645 516 387 258 129 0 0 129 258 387 516 645

Population (in thousands) Age Group Population (in thousands)

Figure 4.2: Age pyramid of the United Arab Emirates [(]

Age Percentage Male Female
0-14 20.85% 616 669 588 546
15-24 13.57% 466 663 317 735
25-54 61.38% 2 704 889 842 852
95-64 3.18% 137 753 46 214
65 years and over 1.01% 36 725 21 714

Table 4.1: Age structure of the population [(]
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Population growth in the United Arab Emirates is among the highest in world. From 1950
when the population was around 70 000 it has grown dramatically to 5 800 000 (see table
4.2). The population of 7.5 million is just an estimation as due to the war crisis in the

Middle East lots of refugees came to the country [6].

Year Population Change
1950 70 000 -

1960 90 000 +28.6%
1970 232 000 +157.8%
1980 1 016 000 +337.9%
1990 1 809 000 +78.1%
2000 3 033 000 +67.7%
2010 7 512 000 +147.7%

Table 4.2: Population growth [0]

Target group of the company is between 18-60 years. Interior design and furniture need
both older people and young families building up new houses, but mostly entrepreneurs for
their new company. It is clear that in case of age structure, potential customers can be the
vast majority of the population.

Unemployment rate can be considered stable in United Arab Emirates. In 2009 it has
slightly increased from 3.7% to 4.2%, however, in the last ten years it was always around
3-4% [24].

Household expenses show a variable trend. Consumers expenditures in the 2000s were
more than 26 000 USD. However, after the financial crisis in 2008, it has dramatically
decreased to a near 10 000 USD. During the last few years, consumers expenditures started
to grow. Nowadays, a typical UAE resident spends approximately 20 000 USD for a
household. Figure 4.3 shows the structure of household expenditures in 2010. Nearly
42% of the whole expenditures goes for household goods and services and another 4% for

housing, which is very positive regarding our business.
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B Food and Non-Alcoholic Beverages
0 Alcohalic Beverages and Tobacco
O Clothing and Footwear

B Housing

B Household Goods and Services

O Health Goods and Medical Services
[ Transport

O Communications

O Leisure and Recreation

O Education

[ Hotels and Catering

@ Miscellaneous Goods and Services

Figure 4.3: Consumer expenditures in 2010 [9]

4.1.2 Legislative factors

Every entrepreneur should have an overview of the legislation. Different laws apply to
companies, which businesses must adhere in order to legally operate the company. In
Dubai, the law requires that you have a local partner who holds the majority interest
and can therefore control the business. The partner will own 51% of the company. The
local partner (can be a company or individual) doesn’t need to contribute to the start-up
investment or participate financially at all. When the business is registered, the owner
must show to the ministry that he has substantial money to invest. The required amount is
usually between $10,000 and $50,000. If the owner wants to own 100% of the company and
do not want to have a local partner, the only possibility is to start a business in the Free
Zone. However, there are some disadvantages. Free Zone is far away from the city center,
so it can go bankrupt if the business requires to be near the city. Rental costs in the Free
Zone are higher, than regular rental prices within the city. Moreover, company within the
Free Zone is not allowed to trade directly with the United Arab Emirates market. As our
company’s target is the UAE market, setting up a company within the Free Zone is not an

appropriate solution [5].
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4.1.3 Economical factors

Inflation is an increase in the price level of goods and services over a period of time or
also decline in the purchasing value of money. The inflation rate in the recent years has
a downward trend (see figure 4.4). Theoretically, people can buy for their pension smaller
quantity of goods and services, which could slightly affect demand for our products and
services. Fortunately, a substantial increase in the price level is not likely in the near future.
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Figure 4.4: United Arab Emirates inflation rate [23]

United Arab Emirates is one of the most developed countries in Middle East and has high
value of GDP per capita. Naturally, the oil industry creates the major part of the GDP
(38%). In 2009, there was a big drop and afterwards a subsequent growth in 2010 (see
figure 4.5). Prognosis of GDP shows a modest GDP growth. If GDP grows, we can expect
increasing demand for services.

Another important indicator is the exchange rate, which affects the development of the
business. If there was a significant currency depreciation, it will probably have a negative
impact mainly on the overall profitability. The United Arab Emirates dirham is a very
stable currency. The exchange rate is around 3.67AED/USD and it barely changed during
the past ten years.

The most important advantage of starting a business in Dubai is the tax exemption,
since in the UAE only banks and oil companies have to pay taxes. Another important
advantage is the low share capital, which can be only $275 (100AED). Another important

fact is that there are no accounting obligations or annual reports to the authorities.
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Figure 4.5: United Arab Emirates GDP growth rate [22]

4.1.4 Political factors

It is important to pay attention to the political situation in the country as the government
influences the business environment in a large extent. Frequent changes in the government
certainly do not contribute to the stability and certainty of the companies. With each new
government new people come who have new ideas and visions about how to manage the
country. They present new methods and regulations through which they want to achieve
their goals. However, for companies this usually means extra costs. Fortunately, United
Arab Emirates is a stable country from a political point of view. UAE is a federation of
hereditary absolute monarchies. The federation consists of seven emirs. Each of the seven
emirates has its own local government.

In recent years, all we can hear from the media is the refugee crisis. Millions of people
were obliged to leave their homes because of the war in Syria and in other regions of the
Middle East. Most of the refugees headed to Europe, but some of them moved to the south
to search for a livable countryside. As a result of this crisis, increased number of immigrants
settled in UAE, which may change the political situation in Dubai as well. This can cause
an outflow of entrepreneurs abroad.

The United Arab Emirates is politically a stable country, whose primary interest is to
preserve its good position. The crime rate in the country is almost equal to zero. The most
serious security issue is the created tension around the Iran nuclear program. A possible

military action against Iran can lead to unpredictable consequences in the region.
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4.1.5 Technnological factors

In order to remain competitive in the market, a company must follow the development of
new technologies and keep up with them. A major part of the UAE population consists of
young IT professionals, who are extremely knowledgeable in the IT field. The IT industry
relates to the tourism, hotel, computer and IT service sectors. Significant technology factor
for this project is the Internet. Internet environment is constantly evolving. It is the
primary tool by which people search for information, perceive advertising or find reviews
and experiences about a concrete product. The Internet provides a lot of opportunities to
promote your business: advertising on different sites and forums, creating groups on social
networks, collaboration with well-known bloggers, etc.

Good news are that Dubai has invested a lot in the communication infrastructure. The
number of internet users, personal computer sales and I'T software solutions are all showing
a growing trend. The United Arab Emirates has the most satellite, Internet and mobile
phone users in the Middle East. Dubai has created its first metro network in 2009 and
created the first urban metro network in this region. More and more low cost airlines
are flying to Dubai from Europe for an affordable price. This option represents a huge
opportunity for European investors and entrepreneurs. In the recent years, technological
progress in Dubai has achieved unbelievable results. If a company wants to maintain its

competitiveness, it should not ignore this fact.

4.2 Porter’s five forces analysis

Profitability in a particular sector depends on five dynamic factors that have an impact
on prices, costs and desirable investments. Therefore, the enterprise should analyze the
industry’s five forces the before entering the market to test its attractiveness. Among the

above mentioned five factors belong (see figure 4.6):

e Rivalry among existing firms

Threat of new entrants

e Bargaining power of buyers
e Bargaining power of suppliers

Threat of substitutes
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Bargaining power of suppliers

Threat of Rivalry among Threat of
new entrants existing firms substitutes

Bargaining power of buyers

Figure 4.6: Graphical representation of Porter’s five forces (source : own)

4.2.1 Rivalry among existing firms

In the field of interior design and furnishing, there is a large number of companies in
the market. As everywhere, even here applies, the better wins. The company has an
advantage that it has more than 10 years experience in this field as the owner had a similar
business in Slovak Republic. Naturally, the Middle East market is completely different. It
will take a lot of power and time until the brand-new company can see itself among the
greatest. Competitors, who will directly affect our business, must be followed. The city
has ten well-known companies in this field. Each company offers different types of services
and somehow wants to differentiate from the others. The five main competitors are the

following[15]:

e Algedra Interior Design Consultancy - Algedra offers luxury residential and
commercial interior design services. The company is known for combining European
architectural art with Eastern and Western cultures. The company is well-known
among the residents in Dubai and has well-established connections and relations in

this field. Therefore, we consider them as the largest competitor on the market.

e Casa Prestige Design - Casa Prestige Design provides luxury design solutions in

every branch. Whether it is a villa, an apartment, a restaurant or a huge hotel, this
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company offers services to fulfill customers’ needs.

e Blanco Interior Design - This interior design company based in Dubai focuses on
creative and innovative solutions while putting emphasis on the customers’ desire as

well.

e IONS Interior Architecture Dubai - IONS will be our second largest competitor.
It is an award winning company, so their name has a good reputation. Moreover,

they had big projects with international clients even in other continents.

e Fourlfive - Known for their modern design ideas, Fourlfive is a company which

provide a wide variety of interior designs whether residential or commercial.

4.2.2 Threat of new entrants

Due to economic and technological developments in Dubai, the market is very promising
and tempting. Therefore, lots of European investors and businessmen will come to the city.
They will build huge factories, hotels and real estates, which represents a great opportunity
in the field of interior design. An important step is to win the majority of these projects.
Therefore, new competitors will enter the market, because they see huge potential in the
number of orders and projects. New competitors will have to offer superior products and

services to reach the level of other competitors.

4.2.3 Bargaining power of buyers

Usually, buyers are various companies building up new hotels, restaurants or company
headquarters. However, potential buyers can also be end customers, who have just bought
a real estate. At the beginning of the opening, when the company enters the market, buyers
have a relatively large bargaining power as the company needs to fight for every customer.
High competition in the industry gives the customer an option of choice. The company
will need to satisfy all customer requirements with reasonable prices and discounts, new

attractive services, fast delivery and fast and high quality services.

4.2.4 Bargaining power of suppliers

As our company does not want to produce its own furniture and accessories, there is a

need for suppliers. Suppliers should be selected very carefully. The main prerequisite is a
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high emphasis on quality and the prestige of products. It is also advantageous to distribute
supplies across more suppliers to ensure the company against a possible bankruptcy. In our
case, all supplies will provide trading partners from all over the world. As I stated earlier,
the owner had a business in Europe in the same field. He can use his existing significant
contacts and work together with the same reliable suppliers from his previous business.
According to the plan, suppliers will be both from the European and American market.
Therefore, the bargaining power of suppliers will be relatively low. If some of the suppliers
will offer cooperation under unfavorable conditions, the company can easily resign and find

a better one.

4.2.5 Threat of substitutes

Substitutes mean similar products or services, which can replace the products we offer.
These substitution products are based on other technologies or on the usage of similar or
completely different materials. The mere existence of these products are a threat to the
company. However, the quality of products and the pricing adequacy play a significant role
in the decision. By fulfilling these assumptions, the company has a strong chance of success
and can resist the pressures from substitute products.

Nowadays, the market offers a wide variety of interior design services. Companies offer
similar products and also try to somehow differentiate themselves as they want to cover the
largest possible market and gain the most customers in a single area. It is not enough to
represent only a certain kind of style as customers need to find creativity in each project.
Due to the widespread use of Internet, people can find their dream home and order furniture
through various websites. They can furnish their own house by themselves. Another
alternative is to order cheap furniture from the Swedish manufacturer. Surprisingly, United
Arab Emirates also have IKEA stores. According to these factors, the threat of substitutes
is high.

4.3 SWOT analysis

4.3.1 Strengths

e Owner’s long experience in the same field

e Business-friendly policies by the government
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High quality services and products

e Tax exemption

Widely built business contacts

Young and ambitious team

4.3.2 Weaknesses

e High rent prices in Dubai
e Need a local partner, who will gain 51% of the company

e High delivery costs from the suppliers

Difficulties in legislative acts in a foreign country

e Unclear organizational structure

4.3.3 Opportunities

o Huge projects

Recruitment of qualified specialists

Consulting service

e Huge capital inflows

Changes in design trends

4.3.4 Threats

e New entrant on the market

Migration crisis

Substitution products and services

Sharp rise in the exchange rate (USD or EUR)

Iran nuclear program
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Strengths

Weaknesses

e Owner’s long experience in the e High rent prices in Dubai
same field e Need a local partner, who will
e Business-friendly policies by the gain 51% of the company
government e High delivery costs from the
e High quality services and suppliers
products e Difficulties in legislative acts in a
e Tax exemption foreign country
e Widely built business contacts e Unclear organizational structure

e Young and ambitious team

Opportunities Threats

New entrant on the market

e Huge projects

e Recruitment of qualified e Migration crisis

specialists e Substitution products and
e Consulting service services
e Huge capital inflows e Sharp rise in the exchange rate

(USD or EUR)

Iran nuclear program

Changes in design trends

Table 4.3: SWOT analysis summary (source : own)

4.4 Summary of analysis

The analytical part of this thesis dealt with the current situation of the market. Analysis
indicates that foundation of a new company in Dubai has lots of opportunities. Dubai is a
fast-growing city full of possibilities. It is anticipated that there won’t be a problem with
the demand for our products and services. Huge investments in infrastructure projects
and unstoppable development of the city make Dubai a great place for start-up companies.
However, there are potential threats connected with the new company. Project requirements
will be part of the next chapter. The analytical part and its results are key elements of the

thesis, because analysis forms the basis for proposals and for suggested solutions.
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Chapter 5

Proposals and Contribution

This chapter describes the actual preparation of the project and the steps of implementation
by using project management tools such as project charter, logical framework method and
time analysis with a detailed list of activities. An important part is the identification of
potentials risks and their assessment followed by the draft of measures in order to reduce
the value of the identified threats. Finally, an essential part of this chapter is the evaluation
of the overall benefits that are associated with the project.

The main objective of the proposal part of the thesis is to suggest and describe all
implementation steps and activities, which will contribute to a successful realization of
the project. As it was mentioned in the introduction, the use of project management
methods has been chosen mainly because of the certainty of achieving the defined SMART
objectives. It is also possible to control and monitor various project activities during the
implementation process.

In this chapter project management tools and techniques from the theoretical part of
the thesis were used. Their application on the project with the combination of the facts

arising from the analytical part will lead to an effective achievement of the set objectives.

5.1 Characteristics and basic requirements of the project

The executive director of the company, who is also the contracting authority of the project,
decided to establish a new company in Dubai, UAE. The aim is to create a new start-up
business, which will provide interior design products and services. Firstly, the company

needs to be founded from legal perspective. Afterwards, the corporation needs a building
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or rented premises, where the company can start its operation. This all needs to be done
by April, 2017, as Dubai “s well-known interior design exhibition Index will be held in May,
2017 [12]. The company’s participation is a must in order to gain visibility on the market.
The company will present its brand-new portfolio and visitors will gain insight into services
offered by the company. Even though this project brings many advantages and possibilities
to the manager, a significant drawback is the relatively high pressure on the factor of time
and the significant amount of investments from a financial perspective.

The key part of the pre-project phase is to collect all relevant information, requirements,
conditions, limitations and assumptions. All these requirements need to specified and
elaborated in detail. Another important step is the identification of all possible stakeholders
and interest groups. To collect this information, sufficient number of interviews, meetings
and workshops with all the stakeholders need to be made. Meetings will be held regularly
(primarily with the contracting authority of the project) in order to further refine the project
requirements and objectives. Basic requirements for the project given by the contracting

authority are the following:

e Maximum fulfillment of SMART objectives

(See project charter and logical framework method)

Successful completion of the project by the end of April 2017

Do not exceed the maximum anticipated project budget - 75 000 EUR

Guarantee the defined properties associated with the new company

Acquisition of trusted suppliers

Acquisition of ambitious employees and their subsequent training

Marketing campaign in order to improve the visibility of the brand-new company

5.2 Stakeholders

Stakeholder’s analysis is created at the beginning of the project and it is continually
complemented as some influential groups can appear later in the project. In this analysis
stakeholders are divided into primary and secondary groups. The aim is to analyze and

gather all relevant information about stakeholders and examine their impact on the project.
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The following table 5.1 shows the list of primary and secondary stakeholders and their

expectations and impact on the project.

Stakeholder Expectations Impact Priority

(+/-) (1-5)

Primary stakeholders

Owner e Gain visibility on the + 5
market

e Increase  competitiveness
and sales

Project team e Possibility of  personal + 4
development

e Responsibility for project
success

Local partner e Should have similar +/- 5
interests as the owner

e Possible conflicts with the
owner

Suppliers e Visibility and presentation + 4
of their products

e Strengthen their
competitive position

Employees e Positions on the labor + 3
market

e Participation in the growth
of the company

Customers e Wider range of services on + 3
the market

e Lower prices, discounts

Business partners o Getting more into + 2
customer’s subconscious

e Strengthen their market
position
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Stakeholder

Expectations

Impact

(+/-)

Priority
(1-5)

Secondary stakeholders

Competitors

Government
authorities

Interest in the failure of the
project

Prevent company’s
successful expansion

Promote development of
the city

Can create unfavorable

conditions for the company

Table 5.1: Overview of stakeholders participated in the project (source : own)

5.3 Project charter

The result of the initial phase is a detailed document called a project charter. It summarizes

all the current information about the project such as the main goal of the project, its main

outputs, allocated budget, project milestones and participants in the project.

Project charter

Name of project: Company foundation in Dubai.

Project goal: Foundation of a company in Dubai, United Arab Emirates, which will

provide interior design services.

Project purpose: Gain visibility on the market, acquisition of customers, make profit.

Date of commencement: 5th September, 2016.

Date of completion: 14th December, 2016.
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Planned costs: 75 000 EUR

Project team:

Managing director

Project manager

Local partner

Marketing and SEO specialist
IT technician

Financial coordinator

Project milestones:

Project initiation: 5th September, 2016.

Memorandum signed by a lawyer: 23rd September, 2016.

Acquisition of trusted suppliers: 21st October, 2016.

Confirmation from the commercial register: 28th October, 2016.

Bank account created: 2nd November, 2016.

Acquisition of employees and their subsequent training: 7th November, 2016.
Rent of a suitable building: 8th November, 2016.

Implementation of a website: 18th November, 2016.

Acquisition of suitable IT equipment (PCs, software, etc.) and their subsequent

installation : 29th November, 2016.
Trade license acquired: 7th December, 2016.

Project closure: 14th December, 2016.

The impetus for the realization of the project was approved by the owner of the company

in March, 2016.

2nd May, 2016, Dubai.

Signature
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5.4 Logical framework

Description Indicators Means of verification Assumptions
Purpose 1. Gain visibility on the 1. Be among the top 20 1. Region statistics
market ?nterior design cprﬁparli}tlas 2. 10 concluded contracts
s it I two years within e
2. Acquisition of customers UAE market 3. Income statement, cash
3. Profit ) ) flow
. Realize at least 10 projects
in the first year
. Get into black within two
years
Goal 1. Foundation of a company 1. Successful establishment of 1. Entry in the Commercial Purchasing power of
in Dubai (UAE), which the company by May, 2017 Register potential customers
will provide interior design will not decrease
services Sufficient interest in
the company
Properly assembled
project team
Outputs 1. Company establishment . Successful establishment of 1. Entry in the Commercial Obtaining all
9. Preparation of working the company by May, 2017 Register necessary documents
areas . 4 fully furnished offices 2. Commercial lease for tbe company
with appropriate IT agreement foundation

equipment
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Description

Indicators

Means of verification

Assumptions

Outputs

3. Acquisition of suppliers
4. Acquisition of employees

5. Marketing campaign

3. 5 suppliers of furniture and 3.

decorative items

4. 3 employees

5. A website and a Facebook 5.
site + 3 billboards in the

city

Contract with the suppliers

. Contract with the

employees

Delivery note, invoice

e Approval of requests

by authorities

Activities 1.1

1.2

24

name

lawyer

1.3 Confirmation from the

commercial register

1.4 Bank account creation
1.5 Trade license acquired
2.1

company headquarters

2.2 Rent of a suitable building
2.3

design elements

and appropriate software

Legal form and company

Memorandum signed by a

Choosing the location of the

Acquisition of furniture and

Acquisition of computers

1.1
1.2
1.3
1.4
1.5
2.1
2.2
2.3
24

5 MDs !, 0 EUR

10 MDs, 800 EUR
25 MDs, 600 EUR

3 MDs, 10 EUR/m.
25 MDs, 3600 EUR
10 MDs, 0 EUR

5 MDs, 365 EUR/m.
20 MDs, 2270 EUR
15 MDs, 11 050 EUR

!Mandays - Unit of measurement equal to the work one person can produce in a day.

1.1 5 days
1.2 10 days
1.3 25 days
1.4 3 days
1.5 25 days
2.1 10 days
2.2 5 days
2.3 20 days
2.4 15 days

Good experiences of
the owner in company
foundation

Conclusion of the
contract with the
landlord in time
Suppliers’ willingness
to cooperate with the
company

Sufficient interest in
open positions
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Description Indicators Means of verification Assumptions
Activities 3.1 Contacting suppliers 3.1 10 MDs, 0 EUR 3.1 10 days e Reliable  marketing
3.2 Selection of suppliers 3.2 15 MDs, 144 EUR 3.2 15 days department
3.3 Contract signing 3.3 10 MDs, 400 EUR 3.3 10 days e Sufficient amount of
) financial and human
4.1 Interview of employees 4.1 5 MDs, 0 EUR 4.1 5 days LESOULCEs
4.2 Selection of employees 4.2 3 MDs, 288 EUR 4.2 3 days e Suppliers shall
4.3 Training of employees 4.3 10 MDs, 150 EUR 4.3 10 days comply with  the
5.1 Implementation  of a 5.1 20 MDs, 490 EUR 5.1 20 days terms and conditions
website 5.2 10 MDs, 349 EUR 5.2 10 days
5.2 SEO Optimization Of the 53 3 MDS, 0 EUR, 53 3 days
website
5.4 5 MDs, 0 EUR 5.4 5 days
5.3 Creating groups on social
networks 5.5 10 MDs, 650 EUR, 5.5 10 days
5.4 Draft design of billboards 5.6 2 MDs, 6000 EUR/m. 5.6 2 days
5.5 Creation of billboards
5.6 Placement of billboards

Preliminary conditions: Approval of the project by the owner

Table 5.2: Logical framework (source : own)



5.5 Work Breakdown Structure

For a clearer definition of various activities and objectives, the project was decomposed
with the WBS (Work Breakdown Structure) tool. It also helps to specify the overall scope
of the project. The structure of the project can be divided into five main stages. These
stages are further broken down into more detailed subactivities. These activities should be

unequivocal and logically connected to each other. The mentioned stages are the following:

e Company foundation

Preparation of working areas

Acquisition of suppliers

Acquisition of employees

Marketing campaign

Figure 5.1 illustrates the Work Breakdown Structure of the project. The figure shows the

five main stages of the project and their corresponding subactivities.

5.5.1 Description of activities

The following section describes individual activities from the Work Breakdown Structure.
Duration of activities associated with suppliers are estimated 2. Their clarification comes

after the conclusion of the contract with the supplier.

1.1 Legal form and company name

The first important decision when setting up a company is to decide its legal form. In

United Arab Emirates it is possible to choose from [17]:

e Incorporating a local entity
e Registering a branch/representative office of a foreign company
e Establishing a free zone entity;

e Entering into a commercial agency relationship

2Duration of activities are expressed in days
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Company foundation in Dubai
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In our case, it is clear that the correct choice is the incorporation of a local entity. As
I stated earlier, a Free Zone company is not allowed to trade directly with the United

Arab Emirates market.

Company Preparation of Acquisition of Acquisition of Marketing
foundation working areas suppliers employees campaign
Legal form and N Loc;e;t;gg;}fythe Contacting Interview of Implementation
company hame headquarters suppliers employees of a website

Memorandum Rent of a . . SEO
. . Selection of Selection of L
signed by > suitable suppliers emplovees P> optimization
a lawyer building PP ploy of the website
Confirmation from Acquisition of - Creating groups
the commercial > furniture and (;ci)nr:ir:ct Z':Ir:;ngezi > on social
register design elements gning ploy networks
Acquisition of .
Bank ac_count N PCs and N Draf_t design
creation . of billboards
appropriate SW
Trade licence Creation of
acquired billboards

Figure 5.1: Work Breakdown Structure (source : own)

Therefore, it is not an appropriate choice in our case. Within

Placement of
billboards

incorporation of a local entity a founder can choose from the following forms:

Table 5.3 shows major characteristics and key differences between these four business

Limited liability company

Private shareholding company

Public shareholding company

Joint venture company

entities.
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Limited Private Public Joint

liability shareholding shareholding  venture

company company company company
Minimum 51% 51% 51% of shares 51% of capital
ownership must be
for UAE contributed
nationals by the local

partner

Minimum No requirement AED 2 000 000 AED 10 000 000 No
capital requirement
requirement

Table 5.3: Comparison of business entities [17]

As the main goal is to build up a company with a good image, private shareholding company
would be the best choice. However, due to the high amount of capital requirements and
to our limited capital this option is not feasible. Limited liability company also requires a
local partner, who will get the majority of a company. However, the contract can contain

the following provisions in order to protect the interests of a foreign minority shareholder

[17]:

Foreign shareholder may appoint all of the directors/general manager

Foreign shareholder may veto major decisions of the company

Foreign shareholder may be entitled to all of the assets of the company

Foreign shareholder may be entitled to more than 49 percent of the company’s profits

When thinking about a name for a new business it is recommended to keep in mind the

following factors:
e Company name must be available. It can be checked in the Commercial Register of
the United Arab Emirates.
e It is appropriate if the .ae domain name for the company is free.

e Keep in mind that company name will be often said over a phone. Therefore, the

chosen name should be easy to pronounce and easy to remember.
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e Company name should not be similar to an existing one. It can lead to a litigation
between the parties involved. Moreover, a potential customer can accidentally get to

a competitor’s website while searching for yours.

From all these arguments it is obvious that a limited liability company is the most rational
choice. Owner of the company accepted the proposals and he chose RD Interiors, Ltd. as

the name of the company.

1.2 Memorandum of Association signed by a lawyer

Memorandum of Association must contain the following requisites:

e Name and address of the company

e Determination of shareholders

e Type of business

e Amount of shared capital and contribution of each member

e Appointment of an administrator for deposits

e Advantages granted to persons participating in the establishment of the company

e Expected costs related to company establishment and incorporation of the company

In our case, the company is established with a local partner, who will gain 51% of the

company.

1.3 Confirmation from the commercial register

After notarization, the foundational documents are sent to the commercial register in order
to create a entry for a newly founded company. It is essential that the submitted documents
are free of errors and that they meet the requirements of the commercial register. Faulty
documents are sent back for correction, which will lead to additional costs and to a longer

waiting time [21].
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1.4 Bank account creation

Opening a back account is an essential part of a company foundation. The owner needs
to examine what kind services various banks offer. Also, their prices and interest rates
should be also taken into consideration. The manager needs to decide which bank is best
for the company. The capital is tied up in this account until the company is written into
the Commercial Registry. Once the Commercial Register entry is complete, the deposited

share capital is at the disposal of the company founders.

1.5 Trade license acquired

The trade license certificate authorizes the entrepreneur to do business. Therefore, the
managing director founding the company requests the issuance of a trade license for each
activity of the company with limited liability. Approval by Dubai Economic Department
(DED) is needed. After this step the company is finally established from a legal perspective.

However, there is still a need for suppliers, employees and suitable equipment for the offices.

2.1 Location of the company headquarters

When choosing the location of the company it is important to examine the current market
conditions. Rental prices can vary from district to district. However, placing a company
far away from the city centre without a proper connection from the town is unacceptable.
Ideal is when location is easy to find and it is close to the highway or to other transport

hubs.

2.2 Rent of a suitable building

After selecting the building, negotiation with the landlord can begin. Permission should
be obtained regarding any modification activities in the offices. The future tenant needs to
verify if the network infrastructure meets the expectations. It needs to be checked whether
the offices received the correct amount of cables and connectors in order to equip the offices
with sufficient amount of computers and other electronic devices. After the contract has

been signed, the office is ready for use.
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2.3 Acquisition of furniture and design elements

The next step is to furnish the offices with tables, chairs and decorative items. A meeting
room must be prepared, where presentations will be held and a showroom, where potential

customers can enjoy the company’s designs and collections.

2.4 Acquisition of computers and appropriate software

It is very likely that the acquisition of I'T equipment will represent the first major investment
for the company. All employees need to be equipped with PCs and appropriate software.
The designers will need MacBooks and a 3D modeling software. Their prices can easily
reach thousands of EUR. The company will also need a server, Network Attached Storage

(NAS) for data archiving, a printer, projectors, telephones, etc.

3.1 Contacting suppliers

After the office areas have been prepared it is time to acquire the suppliers. As I stated
earlier, the owner has reliable suppliers from his previous business. Firstly, his existing
significant suppliers will be contacted. However, it would be also beneficial to search for

suppliers in domestic market as the shipping will be a lot cheaper.

3.2 Selection of suppliers

Suppliers must be chosen carefully, because they will have a large impact on the future
success of the organization. When choosing from suppliers, the owner should take into
consideration what kind of furniture each of them offer. Having different suppliers with
different styles of equipment (modern, luxurious, etc.) is better for the company as it is

able to cover and satisfy more customer segments.

3.3 Contract signing

Before signing a contract it is necessary to discuss the contract terms with suppliers in

detail. After the contract have been signed, the company has no right to complain about
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something, which was not clearly defined in the contract.

4.1 Interview of employees

At the beginning, company will hire 3 employees. The owner will be responsible for
marketing and sales. One employee will take care of the logistics, one will be responsible
for the finance and the third one will be the designer. Due to the limited capital, in the
first six months installers for end customers will be outsourced and the company will hire

an external bookkeeper.

4.2 Selection of employees

A selection procedure can be organized in two rounds. In the first round all the candidates

have an interview. In the second round only the most qualified candidates can participate.

4.3 Training of employees

Each new employee will receive training according to his position. Designer needs to get
familiar with the 3D modeling software, the financial coordinator will learn the usage of
the accounting software and the logistics manager will gain knowledge in his field (how to

optimize stocks and how to manage deliveries at the lowest possible price).

5.1 Implementation of a website

Nowadays, a website is a basic requirement for every company. Potential customers can find
information about services offered by the company. A website should draw attention not
only by its content, but the design of the webpage is also an important factor. Therefore,
a well-designed site is able to attract more customers and can give a significant boost for

the new company.
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5.2 SEO optimization of the website

The website itself does not have a great significance if different search engines do not
display the website among the top 6 results. Statistics have shown that 92% of clients only
go through the first page. In addition, more than 50% are only looking at the top 3 results
[18]. This could be improved by purchasing appropriate packages as paid ads are listed
on the top. Another possibility is the usage of search engine optimization (SEO), which is

based on the improvement of the website’s HIML code, metadata, content, etc.

5.3 Creating groups on social networks

In the recent years, social networks are getting more and more popular. Social sites, such
as Facebook, Twitter or LinkedIn have millions of subscribers. Therefore, it creates a huge

opportunity for company advertisement.

5.4 Draft design of billboard

Billboard is a powerful tool for company advertisement. A billboard usually contains simple
slogans along with distinctive elements. The design of the billboard will be done by our

designer.

5.5 Creation of billboards

A corresponding company will be in charge of printing.

5.6 Placement of billboards

Billboards are usually located along busy roads and highways, railway stations, as well
as near major shopping centers in order to attract the attention of the largest possible
number of people. In our case three billboards will advertise the company at one of Dubai s
underground station. Naturally, the amount of billboards will increase in the future and

new billboards will be placed near the highway.
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5.6 RACI matrix

For the smooth running of the project it is necessary to clearly define the responsibilities
and competences of individual workers. RACI matrix serves this purpose. One of the
fundamental aspects of a successful project is the teamwork. In the project many people
are involved, therefore, it can happen easily that a particular task is done by someone
else. The project manager should always divide these matters between the corresponding

subjects. RACI matrix contains the following:

e Who will work on each activity
e What will be their responsibilities

e With whom each of them will cooperate
R, A, C, I letters can be assigned to individual subjects, which have the following meaning;:

e Responsible - who performs the task.

e Accountable - who is responsible for the outcome, often signs and approves relevant

facts related to the task.
e Consulted - who can provide advices and consultation to the task.

e Informed - who should be informed about the progress of a task.
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1.1 Legal form and company name R A C 1
1.2 Memorandum signed by a lawyer A R C I
13 Conﬁrma.tion ‘ from the A R C 1
commercial register
1.4 Bank account creation A R C C
1.5 Trade license acquired A R C 1
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91 Choosing the location of the A R C C C C
company headquarters
2.2  Rent of a suitable building A R C C C
2.3 Acquisition of furniture C A 1 C R
2.4 Acquisition of PCs and SW C A I R C
3.1 Contacting suppliers R A C
3.2 Selection of suppliers R A C C
3.3 Contract signing® R A C
4.1 Interview of employees R A I
4.2 Selection of employees R A 1 C
4.3 Training of employees R A I
5.1 Implementation of a website C A I R C I C
5.2 SEO optimization C A I R C
53 Creating groups on social C A 1 R C
networks
5.4 Draft design of billboards C A I R C
5.5 Creation of billboards C A I I R
5.6 Placement of billboards C A I R

Table 5.4: RACI matrix (source : own)

5.7 Time analysis

This section is based on the processed WBS and on activities, which will be implemented
within the project. First, an estimated duration is assigned to each activity. Furthermore,

a time schedule is created, which contains the calculated initiation and completition dates

3 An external legal adviser will be involved as a consultant
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together with important milestones. Moreover, it is necessary to calculate the critical path

of the project, so there won’t be any complications and the project will be completed within

the specified deadlines. Any delay in activities, which are on the critical path, will lead to

the delay of the entire project. Therefore, it is good to plan which activities are running in

parallel and which of them contain free slack time.

Estimated
Activity duration Predecessor
(days)

1.1 Legal form and company name 5 -
1.2 Memorandum signed by a lawyer 10 1.1
1.3 Confirmation from the commercial register 25 1.2
14 Bank account creation 3 1.3
1.5 Trade license acquired 25 14
2.1 Choosing the location of the company headquarters 10 -
2.2 Rent of a suitable building 5 2.1
2.3 Acquisition of furniture and design elements 20 2.2, 4.3
2.4 Acquisition of PCs and appropriate SW 15 2.2
3.1 Contacting suppliers 10 -
3.2 Selection of suppliers 15 3.1
3.3 Contract signing 10 3.2
4.1 Interview of employees 5 -
4.2 Selection of employees 3 4.1
4.3 Training of employees 10 4.2
5.1 Implementation of a website 20 -
5.2 SEO optimization of the website 10 5.1
5.3 Creating groups on social networks 3 5.2
5.4 Draft design of billboards 5 4.3
5.5 Creation of billboards 10 5.4
5.6 Placement of billboards 2 5.5

Table 5.5: Activities and their estimated duration (source : own)

The time schedule was planned and constructed in Microsoft Project 2013. Figure 5.2

shows each activity and its precisely defined dates when it will be executed. The software is
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planning the execution time of each activity automatically by skipping the weekends when

workers are at home. Thus, more accurate results are obtained. Numbering of individual

activites corresponds to the hierarchy of the project. Each subtask is part of a main task

(numbers 1-5), which is marked in bold. Finally, the five main tasks make the overall

project objective: foundation of a company in Dubai. According to the time schedule the

whole company foundation will last for 68 working days. The project will start on 5th

September, 2016 and it will be completed on 7th December, 2016.

Task Mame

4 Company foundation in Dubai

4 1.

42,

43,

4,

Company foundation

1.1 Legal form and company name

1.2 Memorandum signed by a lawyer

1.3 Confirmation from the commercial register

1.4 Bank account creation

1.5 Trade license acquired

Preparation of working areas

2.1 Choosing the location of the company headquarters
2.2 Rent of a suitable building

2.3 Acquisition of furnitures and design elements

2.4 Acquisition of computers and appropriate softwares
Acquisition of suppliers

3.1 Contacting suppliers

3.2 Selection of suppliers

3.3 Contract signing

Acquisition of employees

4.1 Interview of employees

4,2 Selection of employees

4.3 Training of employees

. Marketing campaign

5.1 Implementation of a website

5.2 SEO optimalization of the website
5.3 Creating groups on social networks
5.4 Draft design of billboards

5.5 Creation of billboards

5.6 Placement of billboards

Figure 5.2: Time schedule of the project (source : own)
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5.7.1 Critical path method

After the project schedule has been created, the next step is to determine the critical path
of the project by using the (CPM) method described in section 3.3.2.4. Each activity’s
total slack time lying on the critical path is equal to zero. Therefore, even a small delay
means the extension of the entire project. Critical path represents the longest path in the
graph.

Figure 5.3 illustrates the network diagram of activities. Description of a node is the same
as it was described in figure 3.6. The critical path passes through nodes 1.1-1.2-1.3-1.4-1.5
and is marked with a red line. Total number of activities is 21, while 5 of them are on the
critical path. The estimated duration of the project is equal to the duration of the critical

path, which is 68 days.
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5.8 Risk analysis

This section is devoted to risk analysis and assessment that may adversely affect the
implementation and success of the project. Risk analysis is processed by RIPRAN method,
which was described in section 3.3.2.7. The entire project team is involved in this process.
The first step of the analysis is to identify potential risks and threats. Risk identification
is followed by risk assessment where with the help of probability and impact, an overall
significance of a risk is determined. Moreover, measures are proposed that should suppress

the negative impact of threats.

5.8.1 Risk identification

During project implementation it is very important to analyze and evaluate all of the
possible threats, which can influence the continuity of the project. It is almost impossible
to make a list of all possible risks. However, to focus on the main risks of the project and to
propose control measures for these risks to reduce their impact is crucial for every project.
Thanks to these measures the project team know how to react in an emergency.

In the following table there is a description of threats that can happen throughout the
company establishment project. A scenario is written for each risk, which is a description

of what can happen if a risk occurs.

Risk

Scenario

Inadequate experience of the project
manager

Rejection of the company establishment
request

Lack of financial resources

Failure to follow the time schedule

with

Delays in communication

authorities
Conflicts between project team members

Incorrectly set responsibilities

Unreliability of a supplier

Lack of interest in open positions
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Postponement of the project

Postponement, additional costs, project
termination

Project termination
Extended duration of the project

Problematic schedule adherence

Misunderstandings,
quality of the project

endangering the

Conflicts, inaccurate work, delays in
project

Low quality products

Problematic acquisition of employees



Risk Scenario

10. Inability to find a local partner Project termination
11. Insufficient training of employees Inaccurate, slop-work

12. Poor network infrastructure of the rented Problematic installation of IT
building equipment, additional costs

13. Ineffective marketing campaign Invisibility on the market

Table 5.6: Identified threats (source : own)

5.8.2 Risk assessment

The aim of risk assessment is to evaluate the probability of threats and scenarios, the size
of potential damage and to assess the degree of a risk. As input, a list of threat-scenarios

pairs are used. To evaluate the overall significance of a risk the following table was used:

Large impact Medium impact Small impact
High probability HVR HVR MVR
Medium probability HVR MVR LVR
Low probability MVR LVR LVR

Table 5.7: Sample table for qualitative risk assessment [13]

Used abbreviations mean the following:

e HVR = High Value Risk
e MVR = Medium Value Risk

e LVR = Low Value Risk

A high probability is over 66%, medium probability is between 33% and 66% and low
probability is below 33%. Large impact is when the project objectives or end date of the
project are threatened. Moreover, when the damage is greater than 20% of the value of
the project. In case of medium impact the damage is between 0.51% and 19.5%. Finally,
in case of small impact the damage is below 0.5%. Table 5.8 assesses each risk by defining
its probability and impact. The last three columns of table represent the probability of

occurrence, the size of an impact and the overall significance of risk.
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Risk Probability Impact Significance
1. Inadequate experience of the project Low Large MVR
manager
2. Rejection of the company establishment Low Large MVR
request
3. Lack of financial resources Medium Large HVR
4. Failure to follow the time schedule Medium Medium MVR
5. Delays in communication with authorities Medium Large HVR
6. Conflicts between project team members Medium Medium MVR
7. Incorrectly set responsibilities Low Small LVR
8. Unreliability of a supplier Medium Large HVR
9. Lack of interest in open positions Medium Medium MVR
10. Inability to find a local partner Low Large MVR
11. Insufficient training of employees Low Medium LVR
12. Poor network infrastructure of the rented Medium Medium MVR
building
13. Ineffective marketing campaign Low Large MVR

Table 5.8: Risk assesssment (source : own)

5.8.3 Risk reduction

The aim of risk reduction is to propose control measures, which reduce the impact of a

threat to an acceptable level. If a threat has a low level it is possible to accept it. Output

of this section is a list of proposals for risk reduction along with a plan to provide suggestions

(see table 5.9). The last column defines the financial matters for each control measure. The

project manager should count with it in the project budget.

Risk Control measures

Costs 4

Inadequate experience of the Consultation
project manager colleagues

with

experienced -

Rejection  of the company Careful inspection of all necessary 800

establishment request documents,
repeated application

4Prices are quoted in EUR
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Risk Control measures Costs
3. Lack of financial resources Establishment of financial reserves 8212
(13% of the budget)
4. Failure to follow the time schedule Constantly monitor project -
milestones
5. Delays in communication with Regular  reminders to  the -
authorities competent authorities, require
deadline from officials
6. Conflicts between project team Regular and frequent meetings, -
members regular reporting about the work
progress
7. Incorrectly set responsibilities Careful control by the project -
manager
8. Unreliability of a supplier Careful selection of suppliers, read -
of the contract in detail, references
9. Lack of interest in open positions More advertising, offer more 900
benefits
10. Inability to find a local partner Contact partners as soon as -
possible, start negotiations in time
11. Insufficient training of employees = Multiphase training 300
12. Poor network infrastructure of the Need to check the building by a -
rented building qualified personnel before contract
signing
13. Ineffective marketing campaign High quality processing of 3 000
documents for campaign, increase
the amount of advertisments
Table 5.9: Proposed control measures (source : own)
Control measures New New New
probability impact significance
lati ith .
1 Consultation  wit experienced Low Large MVR
colleagues
Careful inspection of all necessary
2. documents, reserve amount for Low Large MVR
repeated application
3 Establishment of financial reserves Low Large MVR

(20% of the budget)
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Control measures New New New
probability impact significance

n C(?nstantly monitor project Low Medium IVR
milestones
Regular reminders to the competent

5. authorities, require deadline from Low Large MVR
officials
Regular and frequent meetings,

6. regular reporting about the work Low Medium LVR
progress

7 Careful control by the project Low Low IVR
manager
Careful selection of suppliers, read

. ’ L L M

8 of the contract in detail, references oW arge VR

9. More advertising, offer more Low Medium IVR
benefits

10. Cont‘act partners ‘a.s S(')OIl' as Low Large MVR
possible, start negotiations in time

11. Multiphase training Low Medium LVR
Need to check the building by a

12. qualified personnel before contract Low Medium LVR
signing
High  quality = processing  of

13. documents for campaign, increase Low Large MVR

the amount of advertisments

High value of risk has three identified risks.
remaining two have a low value. Thanks to my proposed measures the significance of risks
has been reduced. High value risks have been reduced to a medium level. After control
measures the result is the following: zero high value risk, seven medium value risks and
six low value risks. The most dangerous threats are considered to be the unreliability of

a supplier, the inability to find a local partner and the lack of financial resources. These

Table 5.10: Risk assessment after control measures (source : own)

threats should be carefully monitored by the project manager.
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In the analysis thirteen important risks were identified. For every threat, control measures
were proposed in order to reduce the probability of their occurrence and prevent their
adverse consequences. Naturally, during the implementation of the project, completely
unexpected situations can occur that will be resolved operatively on project team meetings.
If necessary, an external consultant can be invited, who will teach how to react in these
unanticipated situations. If the proposed control measures will be complied and possible
new threats will be monitored throughout the project, potential risks should remain under

control.

5.9 Project budget

The following section of the thesis deals with investment and maintenance costs. It is a
key information for the executive director of the company in order to know how much
money will be spent on the entire project. It is necessary to quantify all costs related to
the establishment of the company. To allow the realization of the project, the proposed
budget must be approved by the company’s management. It must be clear what exactly
will be paid, so it is necessary to do the calculations for each project activity. According to

the defined project activities, projects costs can be divided into four categories:

Costs related to the company establishment

Preparation of the headquarters (IT equipment, furniture, design elements)

Marketing costs

Labor costs (Labor costs include remuneration payments to the members of the

project team.)

To find out the real prices of furniture and design elements, as well as of IT equipment,
a pricelist on a webpage was used for inspiration [11][2]. Costs related to the company
foundation in Dubai are results of a conversation with an expert from the UAE market, who
has already established two companies in Dubai. Estimation of other costs were obtained
by using analogous and parametric estimating.

It is difficult to define the boundary between the costs which belong to the company
foundation and which represent the operating costs of the company. Products and services

which have a monthly fee will be calculated as annual costs (12 months). Due to high
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prices, billboards will be paid when the company gets familiar with the market (estimated
time: 3 months).

If the project is successfully completed and it is carried out without any significant
problems, the project manager will receive a bonus to his usual salary. The project manager
will be responsible for the entire project. His wage costs are estimated at 15 EUR /hour. If
the project will be completed according to the planned schedule, the project manager will

be awarded with a bonus in the amount of 500 EUR.

5.9.1 Company establishment costs

Description Price (EUR)
Memorandum of Association signed by a lawyer 800

Request for an entry in the commercial register 600

Bank account creation 120*°

Request for a trade license 3600

Total 5120

Table 5.11: Company establishment costs (source : own)

5.9.2 Preparation of the company headquarters

Furniture Quantity (pcs) Price (EUR)
Work desk 4 280

Office chair 4 140

Work lamp 4 40

Drawer unit 4 280
Conference table 1 400

Chair for the conference room 8 240
Whiteboard 1 150

File cabinet 2 140

Shelf unit 4 600

IT equipment Quantity (pcs) Price (EUR)
Monitor - Samsung S24E500C 3 510

5 Annual prices
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IT equipment Quantity (pcs) Price (EUR)

Keyboard+mouse - Logitech Combo MK270 3 84
iMac 21.5" 1 1199
PC - ASUS Vivo PC M52AD-CZ003T 3 2199
Server - Fujitsu PRIMERGY RX1330 M1 1 1137
WiFi router - ASUS RT-AC1200G+ 2 164
Patch panel - Datacom 1U 1 40
Switch - TP-LINK TL-SG1016DE 1 104
Rack cabinet 12U 1 120
Network printer - Epson WF-5620DWF 1 222
IP phone - CISCO SPA512G 4 472
NAS - Synology DiskStation DS216play 1 271
HDD for NAS - WD Red 2000GB 2 192
Monitor - Panasonic TX-55CS520E 1 609
Adobe Creative Suite 6 Master Collection 1 999
AutoCAD modeling software 1 1680*
Protection of data - AVG AntiVirus Business 1 28*
Design Manager|[16] - accounting software 1 480*
Office 365 Business 4 390*
Other costs © - 650
Total 13 820

Table 5.12: Company headquarters preparation costs (source : own)

5.9.3 Marketing costs

Description Quantity (pcs) Price (EUR)
Website implementation - 490

SEOQO optimization - 349

Billboard printing 3 650

Placement of billboards 3 18000/3 month
Total 19 489

Table 5.13: Marketings costs (source : own)

50ther costs include cables, office accessories, etc.
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5.9.4 Labor costs

As I mentioned earlier, the company’s designer will be in charge of the billboards. Therefore,
his costs will be calculated as his 1 month salary (2000 EUR). After the project has been

completed, employees’ salary will be part of the company’s operating costs.

Subject Hourly wage (EUR) Hours worked  Price (EUR)
Project manager 15 744 11160
Marketing specialist 12 132 1584

IT technician 10 274 2740
Financial coordinator 11 186 2046

Legal adviser 100 4 400

Designer 12.50 160 2000

Total 19 930

Table 5.14: Labor costs (source : own)

5.9.5 Total costs

The total budget is calculated as the sum of the costs in the four categories mentioned above:
costs related to the company establishment, preparation of the company headquarters,
marketing costs and labor costs.

It is necessary to rent an office for the acquisition of suppliers and employees. A meeting
room in the Sada Business Center in Dubai will be rented for three days (3 x 4 hours) [19].
Its location is convenient due to the proximity to the airport. The meeting room is at the
Dubai International Finance Centre, which can be easily reach by any kind of vehicle. It
costs 36 EUR/hour, which makes 432 EUR for twelve hours. Moreover, total costs include
annual costs for the company headquarters (365 EUR/month).

It is also necessary to establish a reserve in order to cover risks and unforeseen situations.
Bonus payments and control measure costs will be also part of the reserve. The reserve will
represent 13% of the estimated project costs. According to the plan, project costs will be

71 382 EUR, which is covered by the approved budget of 75 000 EUR.
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Description Price (EUR)

Company establishment costs 5120
Preparation of the company headquarters 13 820
Marketing costs 19 489
Labor costs 19 930
Rent of a conference room for the selection procedures 432
Annual rent of the headquarters 4379
Reserve (13% of the budget) 8212
Total 71 382

Table 5.15: Total costs (source : own)

Finance must be obtained in the most prudent and least costly way. The project will be
funded mostly through internal funds. However, partially it will be funded by a bank loan.
Estimated ratio will be 80-20. An operating lease will be used to cover the car rental. Banks
usually do not provide large amount of bank loans for a brand-new company, because there
is no insurance for them. The owner of the company with the help of the local partner
will deposit share capital in the amount of 100 000 EUR. 30% will be provided by the local
partner (30 000 EUR). The share capital is not calculated as part of the budget, because
once the Commercial Register entry has been completed, the capital can be used to cover
marketing expenditures, labor costs, etc.

The project manager should be aware of how much financial resources are required
for each time interval of the project. Therefore, during the project, planned costs are
continuously compared with the reality and estimated costs are updated continuously.
Monitoring and managing cash flow is an important part of the strategic and financial

planning in order to ensure the liquidity of the project.

5.10 Project benefits

In this section it is necessary to evaluate the benefits of the project. It is difficult to calculate
the company’s future profits, because for a brand-new business it is not clear how many

customers it can get in the first few months on a new market. However, it is advantageous
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to think about the benefits that can not be expressed quantitatively. Major benefit for
the new company is the potential on the UAE market. Dubai offers many advantages for
foreign investors and limits in the company’s growth and expansion are almost non-existent.
It is expected that the marketing campaign and the offer of promising deals will attract
new customers from the competitors. The company is planning to be in the black after
two years of operation. It is important to count with the company’s constant expenditures,
such as the rent of the building, employees’ salary, stock holdings, etc. If the owner will
have financial difficulties in the beginning, the local partner will provide the appropriate
amount of financial resources.

The elaborated practical solution uses the theoretical knowledge of project management
and applies this knowledge to solve practical problems during all phases of the project life
cycle. The result of the proposed solution is not only a demonstration of the ability to
apply theory to practice, but created materials can be also used for future projects. The
solution includes documents, which can be used as a template in other projects in various
areas. Some areas of project management were not developed in a great detail. However,
this allows to use the proposed solutions in variety of sectors and level of detail does not
limit their use in other areas of project management.

Part of the solution is an application created in Microsoft Excel 2013, which can help
during the project implementation in organization matters. The first part serves as a tool
for the time schedule creation. It interactively draws the Gantt chart according to the set
arguments. An Excel macro was written in order to adjust the scale of the chart. Thanks
to the offset function, it is not necessary to update the graph after each row, but it is done
automatically. The other part of the application is for budget calculation. It was done by
similar functions as the Gantt chart. These applications are part of the CD attached to the
thesis (see appendix A).

The evaluation of actual benefits obtained after completion of the project would facilitate
the identification of key assets, but also the identification of bad decisions, which can

degrade the quality of the project.
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Chapter 6

Conclusion

The main aim of my thesis was to propose a project for company foundation on a foreign
market with the usage of project management tools and methods.

The aim of chapter 3 was to define and clarify the basic building blocks of project
management, basic concepts, methods and processes. The first sections contain clear
definitions and explanations of basic terms. Furthermore, the reader learnt about basic
processes of project management with a detailed description of the steps, which are essential
for individual processes.

Chapter 4 dealt with the analysis of the current situation specific for the UAE market.
For company analysis SLEPT, Porter and SWOT methods were chosen. These methods
helped to identify the strengths, weaknesses, opportunities and threats. They revealed the
relationships and the context of the planned changes and provided essential information
related to the environment of the company. Results obtained using these methods were
used as a basis for the practical part of the thesis.

The main goal of this thesis was to apply the gained theoretical knowledge and to
demonstrate its usage for a particular project - establishment of a new company in the
United Arab Emirates, Dubai. This was done in chapter 5. The duration of the project
was determined. The total time needed for the implementation is 68 working days. A
Gantt chart was made to graphically illustrate the distribution of activities. Finally, the
project costs were calculated. According to the plan, the approved budget of 75 000 EUR
will cover all expenses. Objectives and the expected goals were successfully achieved, so I
consider this thesis as a success. The project is feasible and it can serve as a basis for the

actual establishment of the company.
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Appendix A

Content of the CD

The attached CD contains the following directories and files:

e Directory app - This directory contains an application, which was created in Microsoft

Excel 2007.

e Directory memorandum - Contains an example of an official memorandum from

Dubai.

e Directory documentation - This directory contains source files for the technical

report, which was written in the IXTgXenvironment.

e File masters_thesis.pdf - Technical report in format PDF.
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Appendix B

Example of a memorandum

Example of an official Memorandum of Association, which is used during a company

establishment in Dubai.

94



MEMORANDUM OF ASSOCIATION sl ABc

..............................L-L-C e e 3 w:' -lllllllllllllllllllllllllll
This Memorandum of Association is
entered into on theof /5/2016 between
the parties as follows:-

390 salla sl 138 8 Siad) 138
AUl Cal e e Lady Y /e o/

N Y/ | U.AE P T N | I B D [l (1
National, holding Passport No: « (2548234 ¢ ) & i Sl ey
................. Residing in Emirate of A padl eV ¢ 5 el 8 aiall

Dubai , U.A.E (hereinafter called the
First Party)

NN \Y/ | G e National,
holding Passport No:, Residing in Emirate
of Dubai, Dubai, U.A.E(hereinafter called
the Second Party)

K |V | ,National,
holding Passport No: .................. ,
Residing in Emirate of Dubai, Dubai,
U.A.E(hereinafter called the Third
Party)

The parties hereto, having full legal
capacity to contract, have agreed to form
a Limited Liability Company between
themselves in the Emirate of Dubai in
accordance with the provisions of the
Commercial Companies Law on the
following terms and conditions:-

Article (1): Definitions:

1In the Memorandum of Association, the
following words shall have the following
meanings:-

1.1" The Company ** shall mean the company
formed pursuant to this Memorandum.

1.2" The Commercial Register ** shall mean
the Commercial Register at the
Department of Economic Development.

1.3 " The Commercial Companies Law "
shall mean Federal Law No. 8 of 1984
concerning Commercial Companies and
its amendments.

1.4 " Director (s) " mean the Director or the
Directors of the Company appointed
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pursuant to this Memorandum of
Association.

1.5 ™ The Department of Economic
Development ** shall mean the
Department of Economic Development of
the Emirate of Dubai.

1.6""The Ministry " shall mean the Ministry of
Economy and Commerce in the Emirate
of Dubai.

1.7 "The Partner (s) " shall mean the parties
to this Memorandum and any person or
legal entity which becomes the holder of
a share in the capital of the company in
accordance with the terms of this
Memorandum of Association.

Avrticle (2): Name of the Company:
2The name of the Company is:

(Limited Liability Company)
Article (3): Objects of the Co.:

3.1 The objective of the Company are:

COMPANY ACCTIVITIES TO BE
MANTIONED

which shall include the carrying on of all
activities as are related or ancillary thereto.

3.2 The Company may not carry on the business
of Insurance, banking or investment of funds
for the account of third parties.

3.3 The Company may acquire or invest in other
establishments or companies having similar
objects and do all such things as may be
conducive to the business of the company or
arise out of the powers of the company
provided the same be lawful. The company
may change or amend its objects and carry
any lawful activity as may be approved by
resolution of the General Assembly and the
Department of Economic Development.
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Article (4): Head Office of the Co:

4

The Head Office of the Company shall be in
the Emirate of Dubai. It shall be permissible
for the company to establish branches,
offices and/or Agencies in the United Arab
Emirates and abroad.

Article (5): Duration of the Co.:

5

The duration of the company shall be Thirty
Gregorian years commencing on the date of
registration on the Company in the
Commercial Register. Such period will be
renewable automatically for similar period
or shortened by a resolution of partners at
General Assembly, except if one party
informed either party in writing of his wish
to terminate this contract at least three
months before the expiry date.

Article (6): Capital of the Co.:

6.1

Capital of the Company is Dhs.300,000/-
(Dhs. Three Hundred thousand only) divided
into 300 (Three Hundred) shares with value
of each share being Dhs.1000/- (Dhs. One
thousand only).

6.2 Capital of the Company is divided among the

partners in the following manner:-
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Partners | No Value | Percentage
Of Of Of Share
Share | Share

First 153 153,000 | 51%

Party

Second

Party

Third

Party

Total 300 300,000 | 100%
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6.3 The partners declare that the value for the

cash shares has been paid in full and has
been deposited in the company's bank
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account, as evidenced by a bank certificate
submitted with this Memorandum.

Article (7): Transfer of the Shares:

13 el die w438 54l
sgaaal) oo JoMEl 1(7) Bl
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7.1 Any partner may transfer his shares in the

company to one or more partners or to a
third party by a way of an instrument
notarized by the component official
authority.

7.2 If one of the partners intends to transfer his

share(s) in the company with or without
consideration to a person who is not a
partner, he must notify the other partners
through the Director(s) with the terms of
transfer and the Director(s) must notify the
other partners on receipt of such notice.
Any partner may apply to acquire the
share(s) at the agreed price and in the event
of a disagreement on the price, Article 231
of the Commercial Companies Law shall

apply.

7.3 If within thirty days of the date of the notice,

7.4

7.5

7.6

none of the partners exercise their rights to
acquire the shares, the partner shall be free
to dispose of his share(s).

If more than one partner exercise the right to
acquire the shares, the shares to be
transferred shall be divided between them
in proportion to the share which each of
them holds in the capital subject to the
provisions of article 227 of the Commercial
Law.

No transfer shall be valid as against the
Company or third parties until it is recorded
in the register of partners and the
Commercial Register. The Company may
not refuse to record the transfer in the
register of the partners unless it contravenes
the provisions of this Memorandum.

In any event, the transfer must not result in
the reduction of the shares of the national
partner in the capital of the company to less
than 51% of the total shares not increase the
number of the partners to more than fifty
nor decrease it to less than two.
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Article (8): Register of Partners:

8.1

8.2

A special register of the partners shall be
prepared by the Company and be kept at its
main office which should include the
followings:-

a) Full name of each Partner;

b) Nationality;

c) Profession;

d) Domicile;

e) Address;

f) Number and value of the shares owned by

each of them and

g) Details of all dealing carried out with

regard to the shares, together with dates

thereof.

The Director(s) shall be jointly liable for
maintaining the register and for the
accuracy of its contents, the partners and
any interested party shall have the right to
review such register.

8.3 The Company shall provide both the Ministry

and the Department of Economic
Development in January of each year with
particulars and the amendments thereto.

Article (9): Management of the Co.:

9.1

9.2

The Partners have agreed that
1 , National, shall be
the Managing Director of the Company
with full executive powers of the company
in all respects, including all managerial, and
commercial matters.

Managing Director shall sign on behalf of
the company on all documents related to it
in the frame work of the companies
objective and at all levels including Federal
and Local Government Departments,
Police, Courts, Airports,  Seaports,
Municipalities, Economic Department and
Chamber of Commerce and Trakhees and
Police and Etsalat and du and Labour and
Immigration Departments and other offices
of the nongovernmental organizations.

The Managing Director shall be appointed
without any time limit, which shall be
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renewable permission of both party ,
commencing from the date of registration
of the company in Commercial Register.

9.3 To appoint and remove advocates , lawyeres

to fike or defend any suits before all courts
at all levels with all the matters mentioned
in the Article(58) If Civil Proceedings Law.

9.4 The Managing Director shall have all of the

powers necessary for the management of
the company and signing on its behalf and
carrying out all acts required by its objects.
The powers of Managing Director include
the following:-

To represent Dbefore all the local
Authorities,Government Departments,
Ministries, all the companies,
establishments or other businesses and sign
all documents, papers and contracts with or
before them.

To open and close bank account or accounts
in the name of the company with any bank
and to operate such bank accounts by
drawing and depositing and sign on
cheques and acquire any bank facilities
which he deems appropriate for the interest
of the company.

To sign the drawing instruments pertaining
to requests and applications for bank loans
and to provide securities required by the
bank thereto, to sign cheques and bills and
to give release and fix terms for repayment.

To purchase any business, assets or goods
on credit.

To appoint and remove employees and
consultants and fix their duties and
remuneration.

To represent before all the Ministries
and local authorities for establishing
this company and do any other work in
connection therewith.

To sign all tenders, contracts,
documents or receipts of financial or
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commercial nature on behalf of the
company.

To authorize and sanction all the vouchers
for books of account and payment of all
expenses.

To sub-delegate all or any of these
powers to any other person.

Article (10): Financial Management:

10.1 The Company's Director shall prepare the
company's balance sheet and profit and loss
account. He shall also prepare an annual
report of the company's activities, its
financial position and proposal for the
distribution of profits.

All the above should be completed within
three months from the end of the company's
financial year.

10.2 The Balance sheet and the profit and loss
account shall be submitted to the annual
General Assembly for the approval.

10.3 The Directors shall within ten days of receipt
of the partners approval of the balance sheet
and the profit and loss account, provide the
Ministry and the Department of Economic
Development with copies of the aforesaid
documents.

Article (11): The General Assembly:

111 The Company shall have a General
Assembly composed of all the Partners. The
General Assembly shall be convened at the
invitation of the Director at least once a
year on the date and place to be determined
by the Director during the four months
following the end of the financial year.

Invitations to attend the General Assembly
shall be given by the Director and the
Director must call a General Assembly if
any or by a number of the partners holding
not less than one quarter of the capital.
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11.2

11.3

Invitation to attend the General Assembly
shall be sent by registered letter with
acknowledgment of receipt address to each
partner at least twenty one days before the
meeting. The invitation must include the
particulars of the agenda and the place, date
and time of the meeting.

Every partner shall have the right to attend a
General Assembly irrespective of the
number of shares he owns. A Partner may,
by proxy, delegate another partner or party
other than a manager to represent his at the
General Assembly. Each Partner shall have
number of votes equals to the number of
shares he owns or represents.

11.4 The agenda for the annual General Assembly

a)

b)

c)

d)

e)

115

must include the following:

Review of the report of the Director(s) on
the company's activities and financial
positions during the year, the report of the
Board of supervision, if any, and the
auditors' report;

Discussion and adoption of the balance
sheet and profit and loss account;

Determination of the shares in the profits to
be distributed among the Partners;

Appoint of the Director(s) or the members of
the Board of Supervision, if any and
determination of their remuneration;

Any other matter within its competence in
accordance with the provisions of the
Commercial Companies Law or this
Memorandum.

The General Assembly may not deliberate
matters not included in the agenda unless
serious issues are disclosed at the meeting
which require discussion. Should any one of
the partners request the inclusion of a
specific matter on the agenda, the
Director(s) must do so, but if he or they fail
to do so the partner shall have the right to
appeal to General Assembly.

11.6 Every Partner shall have the right to discuss

matters included in the agenda. The
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Director(s) are obliged to reply to any
partner's question provided it is not
detrimental to the company's interest. Should
one of the Partners consider the reply of the
Director(s) to be insufficient, he may appeal
to the General Assembly, whose resolutions
shall be binding.

11.7Resolution of the General Assembly shall not

be valid unless adopted by a number of
Partners  representing at least three
fourth(3/4) of the Capital of the Company.

If such majority is not achieved during the
first meeting, a second meeting shall be
convened within the twenty one days
following the first meeting. Resolution at
this meeting shall be adopted by three fourth
(3/4) of the votes represented thereat.

11.8The Director(s) may not participate in voting

11.9

on resolutions relating to the discharge of his
or their responsibility for the management.

Minutes adequately summarizing the
discussion of the General Assembly should
be recorded in a special register kept at the
Company's head office. Any of the partners
may review the register personally or
through an attorney. They may also review
the Company's balance sheet, profit and loss
account and annual report.

11.10Without prejudice to the rights of third parties

acting in good faith, a resolution adopted at a
General Assembly in violation of the provision
of the Commercial companies Law or
memorandum, benefiting certain partners or
causing damage to other partners without due
consideration to the interest of the Company
shall be void. In this event, only the partners
who had objected to the adoption of the said
resolution or those who were unable to object
thereto for acceptable reasons, may request
the nullification of the resolution. A nullified
resolution shall be considered as void abinitio
for all partners.

Article 12: Guarantees:

If any partner or Director provides any
personal guarantees to bank, creditors or
financial institutions in connection with the
business/credit facilities required by the
company, such partner or Manager shall be
entitled to such guarantee commission as
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may be approved by the resolution of the
General Assembly.

Article 13: The Financial Year:

The financial year of the company shall
commence on 1% January and shall end on
31" December each year, with the exception
of the first financial year, which shall
commence on the date of the registration of
the company in the Commercial Register
and end on 31 December of the same year.

Article No 14: Profits & Losses:

14.1The company shall allocate 10% of its net
profit each year to create a statutory reserve.
The Partners may resolve that the allocation
of net profits to the statutory reserve be
discontinued when the reserve reaches half

of the capital.

14.2The profit or loss shall be distributed
between the Partners on the following
ratios:-
The First Party
The Second Party
The Third Party : 40%

: 20%
1 40%

14.3 Each of the Partners shall only be liable to
the extent of his share(s) in the capital

Article 15: The Auditor:

The company shall have one or more
auditors registered in Dubai to be selected by
the Partners at the General Assembly. The
auditor(s) shall be subject to the same
provisions concerning auditors of joint stock
company.

Article  16:

memorandum
It shall not be permissible to amend this
Memorandum not to increase or reduce the
capital in the Company unless it is approved
by a number of partners holding three fourth
(3/4) of capital of the company, nor shall it
be permissible to increase the obligations of
the Partners save by their unanimous

Variation of this
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consent. A resolution to reduce the capital
of the Company shall not be valid unless it is
approved by the Economic Department. The
Managing Director of the Company must
serve and deposit the legal documents
relating to the above and any amendments
thereto the Commercial Registry

Article (17): Dissolution of the Co.

o T

The Company shall be dissolved for any of
the following reasons:-

The expiry of the period specified in this
Memorandum.

The fulfillment of the objects for which the
Company was established;

Amalgamation of the Company with another
company;

The partners holding three fourth (3/4) of the
capital of the Company decided to terminate
the duration of Company.

The depletion of all or most of the assets of
the Company making beneficial investment
of the remainder of the assets, if any
impracticable.

If the partners reduced to less than two.

Upon the rendering of decision from the
Court to dissolve the Company.

Article(18): Liguidation of the Co.

One or more liquidators shall be appointed
by the Partners at a General Assembly and
in accordance with the provisions of the
Commercial Companies Law, unless the
partners agree otherwise upon the
dissolution of the company. If the
liquidation is by decision of the Court, the
court shall determine the manner of the
liquidation and shall appoint a liquidator and
the powers of the Director shall cease when
the liquidator is appointed.

Article (19): Notices:

This Memorandum of the Association has
been made and signed by the parties, one
copy given to each of the parties and the
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other copies for registration as required
under the Commercial Companies Law.

Article (20): Miscellaneous:

20.1The Company shall not have a corporate
personality and shall not be allowed to
perform its business until it is registered in
the Commercial Register. Individuals shall
be jointly liable for all acts or transactions
performed on behalf of the Company by
them prior to its registration.

20.2Matters not provided for in this Memorandum
shall be subjected to the provisions of the
Commercial Companies Law and its
amendments and the Ministerial decisions
made in implementation thereof.

20.3This Memorandum and any amendments
thereto shall be written in Arabic Language
and notarized by the competent authority,
otherwise this Memorandum or amendments
shall be wvoid. Should there be any
amendments made to this documents, such
amendments must be annexed hereto.

20.4Memorandum Binding On Partners:
The ownership of a share shall automatically
lead to acceptance of this memorandum of
association and resolutions passed by the
partners at general meetings.

20.5Commercial License Renewal:

In case of non-local partner(s) leave out of
U.A.E. for more than six continues months
or non renewal of the said company trade
license for more than two months, they
authorize the U.A.E national partner to
access his shares including his share selling
to himself or others or to make any changes
in license including company name and
activity change, adding and withrawal of
partners, or to dissolve and to cancel the
license and to refund bank guarantees of
partners of the company and emplyees from
department of immigration, Ministry of
Labor , Tourism Department, Water and
electricity authority of Dubai , Customs and
all ports of UAAE and to refund other
guarantees from banks or any other party.
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Article (21): Disputes:

In the event of any dispute between the
partners with respect to liquidation of the
company or on any of the provisions of the
Memorandum of Association, it shall be
settled amicably. If the dispute cannot be
settled amicably, the matter shall be referred
to be finally settled by a single arbitrator to
be agreed upon by the partners. If the
partners are unable to agree to the
appointment of a single arbitrator within 15
(fifteen) days of either partner giving notice
of reference to arbitration, each partner to
the dispute shall appoint an arbitrator. The
arbitrator shall appoint an umpire, if
necessary. The venue of the arbitration shall
be in Dubai. The award of the arbitrator or
the arbitrators or umpire shall be final and
binding on partners.

Article (22): Bankruptcy or Death of a

Party (Partner)

23.1In case of death of a shareholder, title to his

shares shall be transferred to his heirs or
legatees according to his personal law. The
heirs or legatees shall be representative in all
dealings with the company.

23.2In the event of the bankruptcy or death of any

The

party his representative and creditors shall
not be entitled in any event to apply for
selling or dividing the property of the
company nor shall they interfere in its
management.

company shall continue between the
remaining parties and the representatives of
the bankrupt or deceased party until the end
of duration of the company and the rights of
such representations shall be limited to the
profits accruing to the deceased / bankrupt

party.

IN WITNESS WHEREOF the parties hereto
have executed this Memorandum and Avrticle
of the Association on the date and year first
above written.
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