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Abstract 

The recent business reality is marked by changes which have primarily been caused by the accelerated scientific 
and technological development, which has made the changes in all segments of the company’s environment 
more dynamic. Continuous innovation and development are becoming the prerequisites of a company’s 
sustainable operation. This implicitly includes the change in the paradigm of business performance and 
management of a modern company. Instead of determinism, probability and risk have become the context in 
which the company functions; instead of stability chaos, the area of success; and instead of objectives, 
profitability and growth the prerequisites of survival and development, the fundamental goals of a modern 
company. The focus of contemporary entrepreneurial management should be diverted from the continuous 
repetitive processes towards those based on innovative projects. Project management, as a managerial 
technology of a systematic management of rounded processes of a project-based approach to development 
strategy, project realization of development programs and project exploitation of unique and time-limited project 
products, represents the model of managing the company’s flexibility and adaptability to the changes in the 
environment i.e. the dynamic optimization of business performance and the development of a company’s 
competitiveness.  

Keywords: project, project-based operations, project management, cost-benefit analysis, dynamic optimization 
of the company 

1. Introduction 

The dynamics of the changes in all segments of the contemporary company’s ever more heterogeneous 
environment, as prerequisites of survival and development of competitiveness, impose the need for continuous 
innovation in all processes creating company’s added value among which, the most important being, innovation 
in managerial processes. The traditional management, based on subsequent responses to changes and demands 
coming from the environment, has become a limiting factor in the sustainability of the company on today’s 
market. Anticipatory management of development changes based on expected changes in the environment has 
become the conditio sine qua non in developing the company’s competitiveness. Project management of strategic 
business development, as a dynamic system of project-based approach to strategic development, project 
realization of development programs and project exploitation of project products, imposes itself as an inevitable 
model of managing the dynamic optimization of a company’s business performance and development. Such an 
approach requires increased organizational flexibility, development of a participative management system, 
development of an entrepreneurial organizational culture and information support systems that are directed 
towards potential success and not just the traditional measurement of results of past events. Modern business 
conditions, mainly determined by the rapid development of information technology which has made the changes 
in all segments of the company’s environment more dynamic, require a complete change in management 
paradigms. Anticipatory project-based, participative management, focused on implementing intellectual capital 
within the company’s project processes of realizing the balanced system of stakeholders goals, in which the 
company is seen as a social and economic system within the environmental supra-system, should be the 
foundation for a new paradigm ensuring sustainability i.e. dynamic optimization of the development of business 
performance in today’s turbulent environment. 
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3.3 Project Exploitation of Project Products 

The ever more dynamic technological development and the increasingly intensive changes in preferences of the 
ever more demanding consumers necessitate the development and project exploitation of project products. The 
products’ life cycles and technologies used in their production are becoming shorter, and thus the continuous 
processes of exploitation, i.e. commercialization of project developed products, more often tend to be substituted 
by the exploitation processes of project products. 

Innovation and temporal determination of target project-based processes are becoming the fundamental source of 
the contemporary company’s competitive development. Project organized logistics, production, marketing and 
finance, that are systematically integrated and guided towards effective realization of a balanced system of 
stakeholders’ goals, enable the flexibility and adjustment of the company’s operations to the changes in the 
environment and in doing so, dynamically optimize the company’s business results. Project management of 
development changes in operations at the project product exploitation phase completes the system of project 
management of strategic business development. 

“The continuum of change” as an expression of the tendency to achieve desired results by implementing changes 
at all levels, directs project management towards the project exploitation of project products with the ultimate 
goal of proving customers with quality products in desired quantities, at the right time, place and price. Project 
management ensures that the given input produces more output i.e. that the target output is produced at lower 
input costs. Project management of project-based operations develops the company’s strategic competitive 
advantage by creating added value not merely by a more efficient and effective production of output, but, above 
all, by developing organizational skills and creativity of employees i.e. by developing the company’s 
entrepreneurial organizational culture which motivates continuous and innovative creation of new added value.  

Project exploitation of project products understands a developed project management methodology i.e. a 
project-based execution of the integrated functions of planning, organization, human resources management and 
control over project realization. Project management of innovative business development understands an 
organizationally and professionally developed project management system in the areas of logistics, production, 
marketing, finance and other business functions within the company. By establishing project chains of logically 
interconnected activities needed for meeting the objectives of the project realization of project products, are 
coordinated by project managers, the members of the multi-project management team, that are directed by the 
project portfolio management, i.e. the company’s strategic project management. 

Project adjustment of products and services to customers’ needs and the targeted flexibility of transformation 
processes, from the input environment, over the company to the output environment in the project founded and 
determined scope, timing, quality and cost, dynamically optimize a balanced realization of the objectives of the 
key interest groups. Achieving dynamic harmony between the company’s operations and the changing needs and 
expectations of its stakeholders in the field of economics, ethics and ecology is a fundamental prerequisite for a 
successful functioning of a contemporary company, which is most fully realized through project management of 
business operations and development. 

Project management of exploiting project developed products and services, is an anticipatory management based 
on early information. Project management and execution are, in terms of goals, integrated, innovative and 
time-limited, and have a developed and opened feedback which includes the effects and activities within the 
environment i.e. stakeholders’ activities in project realization. Early information on the cause of the changes 
allows the company’s timely adjustment and change management towards achieving the fundamental objectives 
of project realization. Closed feedback, which provides project management with the information about the 
results of its operations, is the baseline of project management control i.e. directed project exploitation of project 
products of the company.  

Development of project management of exploiting project-based developed products and services is an 
extremely complex process which presupposes the development of a flexible production technology, 
project-oriented organization of the company, a developed system of logistics management, from operative to 
strategic level, and, above all, an organizational culture that motivates organizational learning and innovation, 
and project-based problem solving. The project management of integrating material, financial, information and 
transformation flows into a target system of creating added value for all stakeholders, represents the initial 
premise of designing an organization of project management that manages the development of a modern 
company business performance. Organizational elimination of all unproductive organizational processes and 
resources is a fundamental strategic determinant in developing the project management strategy of business 
performance. 
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purpose-based goals of a project oriented development of the company’s successful project-based operations.  

In matrix organizational structure, the resources are controlled by the functional organizational units, which in 
essence are the logistics of project realization. Projects, in accordance with the project budget and project 
realization technology, have at their disposal the necessary material and human resources of the functional 
organizational units at the right time. Matrix organizational structure, by means of effective coordination of 
functional and project units, increases the efficiency of combining limited resources as well as the effectiveness 
of achieving the company’s development goals i.e. it dynamically optimizes the company’s business operations. 

In today’s conditions of an unstable environment and an accelerated scientific and technological development in 
which creative knowledge and innovation represent the fundamental factor of the company’s competitiveness, 
the matrix organizational structure, due to its adaptability to the changing environment and the flexibility in 
using the broad spectrum of specialist knowledge of human resources, encourages the development of 
communication networks and participative management of the company’s project oriented process development. 
The multidisciplinary cooperation of professionals and decentralized decision-making develop teamwork and 
organizational knowledge simultaneously lending itself for innovative creation of new products and technical 
specialization.  

The fundamental problem of managing project processes within the matrix organizational structure is the 
crossing on the project and functional managements’ chain of command. Dual responsibilities of project team 
members - horizontal, technologically to project managers, and vertical, disciplinary to function managers of 
organizational units in which they work on the realization of the functional activities cause conflicts between 
functional and project managers and thus conflicts of loyalty among project teams members (Zekić, 2007). 

The project management needs to manage conflicts in a way that it directs them towards creative or innovative 
project problem solving. Managing conflict situations stimulates upgrading of knowledge, skills and impacts in 
innovation and thus conflict need not be seen as a negative side effect of matrix organizational structure, but, 
indeed, an advantage in the contemporary turbulent business conditions. The main role of management is 
creating a positive organizational climate i.e. the development of an entrepreneurial organizational culture that 
incorporates individual and group goals in order to achieve a company’s project and business goals. 

Regardless the features of complexity and conflict of the matrix organizational structure which requires a 
developed system of general and project management, its implementation has become inevitable in managing 
project processes of the strategic development of company’s operations in today’s dynamic environment. 
Successful implementation of the matrix organizational structure understands a dynamic matrix whose 
infrastructure is composed of information flows, as pre and post logistics material flows, driven by an 
entrepreneurial organizational culture as a catalyst for management and execution process of project realization. 

4.2 Network Organizational Structure and Project Management of a Company’s Operations and Development 

Project management of a company’s operations and development is characterized by innovation of management 
and execution of processes founded on continuous project-related organizational identification and problem 
solving related to the dynamic optimization of the company’s business operations in today’s conditions of 
constant changes within the ever more heterogeneous environment. The development of complex and flexible 
matrices as networks having no pronounced hierarchical structure of the management system and in which 
power i.e. knowledge is found at the organizational boundaries, becomes a precondition for the company’s 
sustainability in the contemporary market (Hamel, 2009). The modern company, which operates primarily on the 
underlying process-based organized knowledge in project creation of added value for customers, at the right 
time, at the right place and at an acceptable price, requires the interconnectedness of all its segments in a single 
self-organizing, networked whole. 

The network organizational structure develops a holistic approach to project-based management of a company’s 
operations and development on the principles of participative project management. The network does not have a 
company structure (Omazić & Baljkas, 2005); it represents an organic communication process in which all 
participants are equal, and in which the responsibility and power are distributed horizontally and procedurally. 
As a result of the exchange of information within the network, organizational knowledge and new structures – 
teams are established. 

An interconnection of networks is a prerequisite of formal organization. Information-based networking of 
process executors allows them to always know what is happening at the various steps within the process. Each 
team member, depending on his/her specialty, coordinates the problem solving in a particular problem area with 
the aim of continuing the effective functioning of the project realization process, thereby eliminating the need for 
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Table 1. Project/project-based operations financial flow  

Structure 
Period 

1 2 3 4 5 

I. INCOME 100 70 170 190 230 

1. Project revenues - 20 168 190 190 

2. Sources of financing 100 50 - - - 

2.1. Own sources 50 30 - - - 

2.2. Loans 50 20 - - - 

3. Residual value of the project - - 2 - 40 

II. EXPENDITURES 100 68,5 130 140 170 

4. Investments 100 50 - - 10 

5. Project expenditures - 16 90 95 95 

6. Income tax - 0,5 15 18 18 

7. Dividends and annuities - 2 25 27 47 

III. NET INCOME 0 1,5 40 50 60 

IV. CUMULATIVE 0 1,5 41,5 91,5 151,5 

 
Expenditures in the financial flow of an individual project or project-based operations are business events that 
reduce the financial potential of the company, regardless their form and ownership. Investments and material 
expenditures simultaneously act upon the reduction of the economic potential of the company. Other 
expenditures are the result of the use of financial resources that have not been gained through project 
exploitation and actually represent the return of previously obtained financial means (annuities, dividends), and 
therefore, reduce only the financial and not the economic potential of the company. 

The source of information for a dynamic assessment the profitability of a project and project-based operations is 
the economic flow of the project / project-based operations (Table 2) – the statement showing business events 
that affect the movement in the economic potential of a project and project-based operations. The economic 
flow, as opposed to financial, does not include funding sources in income, and neither does it include the loan 
repayment and dividend payment in expenditures. Moreover, the expenditures do not include depreciation, as it 
not considered a cost. Within the economic flow, net income is negative and represents the investment value in 
the period of project realization, while in the exploitation phase it shows dynamics of the return on investment. 

Positive net income in a certain year of the project exploitation life-cycle is an indicator of indicator of increased 
economic potential of project operations in that year, whereas a negative one, the reduction of the economic 
potential. In order to assess the profitability of individual projects i.e. project-based operations, it is essential to 
consider whether the cumulative of net income is positive or negative i.e. whether the company’s overall 
economic potential is increased or reduced, regardless the movements during individual years of the realization 
of the strategic business development program. 
 
Table 2. Project/project-based operations economic  

Structure 
Period 

1 2 3 4 5 

I. INCOME - 20 170 190 230 

1. Project revenues - 20 168 190 190 

3. Residual value of the project - - 20 - 40 

II. EXPENDITURES 100 66,5 105 113 123 

4. Investments 100 50 - - 10 

5. Project expenditures - 16 90 95 95 

6. Income tax - 0,5 15 18 18 

III. NET INCOME -100 -46,5 65 77 107 

IV. CUMULATIVE -100 -146,5 -81,5 -4,5 +102,5 

 
The incomes in economic flow are those business events that increase, while expenditures, those that reduce the 
company’s economic potential i.e. assets. As a result, there are no sources or liabilities towards the financing 
sources since their effect on the economic potential i.e. assets is neutral. Invested funds are returned to they are 
only of concern to the financial potential of a particular project i.e. company. Net income in within the economic 
flow indicates an increase or decrease in the economic potential of a particular project i.e. company. 
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The anticipatory management of the dynamic optimization of project-based operations is possible if there is an 
adjusted combination of methods developed for managing the realization of individual projects. The first method 
shows the possibility of gaining real net cash income by project realization and exploitation, and enables a 
dynamic management of the liquidity of project-based operations i.e. a continuous approximation of cash flows, 
whereas the other, enables the management of the profitability of business operations i.e. shows the rate of return 
on invested capital in individual projects i.e. the company’s project-based operations. 

5.1 Net Present Value Method – Absolute Accumulation of Project Realization 

This method of evaluating the financial viability of the company’s project-based operations is considered the 
basic method of project oriented decision making. The net present value of the project i.e. the company’s 
strategic development program is defined as the sum of annual net revenues within the economic flow reduced to 
its value in the first year of the project related operations (Orsag, 2002). Calculated free cash flow for each year 
is discounted to the present value with a default rate of return and this sum is then compared to the planned 
amount of investment which is considered as the initial cash flow.  

                                 (1) 

NPV = net present value 

NR = net revenues in economic flow 

p = discount rate 

n = year within the realization of the strategic development program project, n=1 ...t. 

The project or the system of synergically related projects within the company’s project-based operations 
development program is acceptable according to the net present value method if its net present value is positive, 
and unacceptable, if it is negative. The resultant of all selected projects of the company’s development program 
is an indicator of the final absolute accumulation of planned project realization of the strategy for company’s 
business development i.e. an indicator of the company’s value. 

5.2 Internal Profitability Rate Method – Relative Accumulation of Project Realization 

This method uses the internal profitability rate to establish the viability of investment made into a project’s 
realization i.e. strategic program of company’s project-based operations. The internal profitability rate is defined 
as the discount rate which equalizes the present value of income and expenditures or in other words, that which 
reduces to zero the net present value of a project i.e. strategic development program. It is calculated based on the 
following model: 

                               (2) 

NI = net income in economic flow 

p = internal profitability rate 

n = year within the realization of the strategic development program project, n=1 ...t. 

The basic criterion for assessing the eligibility of a project’s and a strategic development program realization, 
based on the internal profitability rate method is that the internal profitability rate is higher than the default rate.  

The internal profitability rate shows the average annual rate of return on invested capital and is the base for 
negotiating and contracting a maximally acceptable interest rate on loans for financing projects’ realizations. It 
provides information on the average annual rate of project accumulation i.e. the project realization of the 
company, but not on the absolute amount of this accumulation. The information on the absolute amount of 
accumulation and income is provided by the net present value method, and therefore, it is necessary to combine 
these two methods in order to create a fuller picture of the absolute and relative success of project realization i.e. 
the success of the company’s project-based operations. 

By combining these basic methods of evaluating the viability of alternative projects realizations, which can, 
depending on the specific features of project realization and exploitation, be complemented by other methods, 
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strategic project management can, in stable conditions, successfully select projects and define a strategic 
development program of project-based operations through deterministic decision-making at low risk. However, 
as the realization and exploitation of projects as unique target ventures takes place over a longer period of time, 
the actual values of certain variables are likely to move within a certain interval around their expected values in 
the future. 

The future is stochastic, so it is necessary to have at one’s disposal information on the sensitivity of projects and 
strategic development of project-based operations to the changes in the value of input variables. Sensitivity 
analysis provides information on how positively or negatively will the potential changes in some input variable 
impact the final results of project evaluation. The range of expected values of critical parameters and the 
probability of the occurrence of a certain value is determined by the possibility analysis. 

The evaluation of the economic feasibility, i.e. viability of projects and project-based operations, is a 
fundamental, but not the sole, criterion for the selection of projects and the activation of the strategic program of 
project-based operations. The strategic project management decides on activating the realization of projects 
based on their overall contribution to the increase the dynamic success of a company’s business performance. 
The real option method or the optional (opportunity) approach to project evaluation takes into account the 
qualitative factors of project realization and exploitation as well as the managerial flexibility in adapting 
project-based operations to changing business objectives, resources and technology during the realization of the 
company’s strategic development program. This significantly reduces risk and increases the effectiveness of 
project management of a company’s business operations and development. 

6. Conclusion 

Anticipatory project management of the dynamic harmony of the business operations of a company, as a 
socioeconomic system, and the changes in the influential environment, by means of continuous project 
realization of a balanced system of the company’s stakeholders’ goals, is a precondition of sustainability and the 
development of the company’s competitiveness in today’s turbulent environment. The dynamics of changes in 
all segments of the environment makes it almost impossible to successfully manage a company as an isolated 
economic system, through the traditional reactive approach. Proactive project management of changes, 
congruent to anticipative demands of key stakeholders, by means of a systematically organized managerial 
process of a project- based approach to development strategy, project realization of development programs and 
project exploitation of project products at a predefined dynamics and viability, is the managerial model of 
developing the company’s competitiveness in the recent conditions of constant discontinuous changes in the 
environment. Managing a company as a project is the future that has already started, and which requires a 
complete change in the management paradigm and, accordingly, the change in the approach and the organization 
of the companies’ management, which must be based on the principles of an innovative, participatory - project 
management with a pronounced social function and social responsibility. 
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