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Impact of Corporate Real Estate Strategy on Corporate Sustainability: A
Case Study of the Papua New Guinea University of Technology
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It is widely believed that corporate real estate correlates directly with business objectives.
Therefore, real estate owned or leased by companies or corporations, including universities, has
direct impact on company success and long-term sustainability (www.ceres.org, accessed
08.06.2005), and consequently, its involvement in the overall strategy process is of prime
importance. According to KPG (2014), a systematic planning of all real estate-related business
activities and a regular adjustment with the corporate strategy ensure a maximum utilisation of

1. Introduction
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potentials within the operational real estate portfolio. However, an overarching challenge to be
met is making cost-effective management decisions that are capable of linking mostly long-term
real estate decisions with a corporate strategy that has to flexibly adapt to a rapidly changing
academic-research business environment.

In an urban context, universities as large landowners have been described as “magnets” and
“enclaves” (Martlns and Neto, 2007) F1rst a unlver51ty is a “magnet” representing a concept or
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Enclave projects are 1 0 ient e-Seetor i j
d_prodtu arketmg systems into the local

import technologically soph1st1c ed
economy, operate with a high degree of autonomy and export the goods produced (Inter-
American Development Bank, 2004). According to this development bank, a defining feature of
enclave projects is that the direct benefits flow outside the community where they operate, while
they can become problematic when they result in present or future losses to the community,
some of which may be difficult to fully assess and compensate, and/or unrealised community
expectations of increases in wellbeing. However, previous investigations have revealed that
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enclave projects are not necessarily negative in and of themselves (US State Department, 2000;
United Kingdom Parliament, 1998; Stern, 2001; African Development Bank, 2000; UNDP,
2002; World Bank, 2004; Youker, 2004; IMF, 2003).

It is argued that positive social programs, such as higher education, are investments in the human
and social capital of individuals and communities (Inter-American Development Bank, 2004).
Hence, there are good reasons to include posmve social programs in enclave projects. First, there
is ample evidence in the develo mer f iterafiire negative social and envrronmental

compensation and mu 00).. Second, community
complaints in the @4 .‘ :
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The university has gxgv ' 67yto ﬁ

tens of thousands of Umderg @‘ rU egrees -8
students mainly from Papua N ine the ne1ghb ing Pa
a significant proportion of the ormally trained working populatlon The
University employs approximately 700 members of academic, technical and administrative staff.
It has three affiliated colleges for the training of nurses, teachers and forestry personnel. Its main
campus (Figure 1) comprises teaching, research and residential facilities and has an eye-catching
landscape built on an approximately 202-hectare (500-acre) site at Taraka, a north-north-eastern
suburb of the City of Lae in Morobe Province (Royal Australian Survey Corps/NMB, 1982).
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2. Nature'qfithe Pgéblem tributions to Knowledge
TSITIES

Currently, all'the ubl@nv Papua New Guinea-aré f cialCrisis stemming
from a recent de

on of th ove 0 their n get by about 40 percent
in the face of dwind] 011 % esptr eﬁ
downturn (http: //011pr1 om/Energy/ G 1-Price=¢

afrent global economic

mp -Far-From-Over.html,

2/11/2015). Consequently, tthmhnology has been exploring
strategies by which it could cope with the shortfall in its annual revenue while still
facing the challenge of meeting its commitment to providing adequate support services for its
traditional teaching, research and community responsibilities. One solution that the authors
contend might offer a way of escape from possible worsening financial crisis in the near future is
for the University to start investing in viable and sustainable real estate projects inside and
outside of its expansive 202-hectare (500-acre) site at the Taraka campus in Lae. To kick-start

this complex journey to financial freedom, “Unitech” can start off by considering the planned
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implementation of a proposed permanent graduation hall. Since its inception in 1965, the
University has conducted its annual graduation ceremonies in a makeshift graduation hall
(Figures 3a and 3b). It is contended that this practice is not only too expensive and unhealthy, but
also unsustainable for the institution. Concerns regarding the lack of proper graduation facilities
and services for both graduates and parents are raised every year by the participants. With the
increasing number of graduates, the makeshift hall does not cater for most parents and friends,

who, on most occasions, have had to travelin-frem-all over Papua New Guinea to witness their
loved ones graduate, only to fuad0utthat theregwas not ene ce to cater for every one of
them. Consequently, they1€s an thedawn ounding the makeshift hall while
< 4.
L.
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building facilitie nee status-of the —tectin i al&versit @ South Pacific.
h

Third, it can be (Pnc me for the UniyersityithrQug > grdant of short leases
and/or licenses of space ableNs S ecgljve S,such rences and approved
b -1

responsibility status. At present, the University is unable to harness these benefits, which must
have hampered its corporate profile over the years, although further research is required to
document the extent of damage.

Ginton, N., Holis, S. S. and Babarinde, J. A. | MJIGPS | Volume 1, 2015



Melanesian Journal of Geomatics and Property Studies e E NG [
Department of Surveying and Land Studies, ISSN: 2414-2557 Measion e ofGomats nd PrpertySuds

ernal and (Right) Internal architectural i 1mpress10ns ofa permt ar

hal — , G
ource 4,,,..,/4‘ \\’\:ﬁ fectuke uildin
S

he central t of
s/ the capdcity to Poost ang

J?iﬁ?? ‘"NW!\‘W
s\

tcan incréase-proje igfu/p/ /p/ /0{ /ot/ /a/ /eu/tlon Thefe

y that seeks tobhc consultatfg otegrried out now,

S tak olders may continu ‘-m ' y\-\ N i’-, }4)5 feprs=encountered yearly ’

- “gi@ raduatlon ceremonies 11 a-h w/ uatlon hall, partlcularl
enses curred in the process and the budgetary cuts that are 1ncrea

he university. This study is important as currently the

amabl
e strategy, which is capable of adversely affecting 1ts
will also remind all stakeholders concerned that gr ad at
gl

sustam b l T

are one Qf th&nost : c1al moments in the lives of students that e’ vit alsg’because
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that the Papu ew ‘@uined U, 1ver of —Fechmofo has propé hall to enable
graduation ceremorsgs fre as1o ally”witnessed in some
countries. For example, agrepo ed 1 n e spa er - M erCounty Messenger: The
Catoosa County News, USAT-e ay, — an over capacity crowd caused problems at a
graduation ceremony held in homnour—o -i'T- dgefand High School Class of 2014
(http://www.northwestgeorgianews.com/catwalkchatt/news/education/over-capacity-crowd-
causes-problems-for-ridgeland-high-school-class/article_0e314708-e290-11e3-93f4-
0017a43b2370.html, 20 August, 2014).The paper attempts to answer three research questions as
a means of contributing to knowledge, as follows:
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1) Is the current practice of using a makeshift hallfor graduation ceremonies at the Papua
New Guinea University of Technology sustainable?

i1) What are some sustainable/viable strategies and financial implications of a proposal to
have the University develop a permanent graduation hall?

ii1)) What are the likely impacts of a well-planned real estate strategy on both the University
community and its corporate profile for speedy attainment of corporate sustainability?

The conceptual frame i sporate Real Estate
Strategy” (Fig , S [6-t0 RTUMIT (20 ate\(CRE) strategy
apagce

of m11110ns

g{/ﬁﬂ
(

pission, and\ alues of a univer
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m (2001)\further observes that corporate real estate is the real property (£¢

rty on behalf-o

te marke & OWner, oc per pective, both leased
or the buy-side, pri dem p thr farfto ﬁ) asing or procurement.
As such, they seek tost b §

described by most as “weak ~Altheu ‘

management, CRE as a concept is usually broader-ir corporate functlonal scope but narrower
within the real estate sector. For example, CRE professionals (or departments) typically dedicate
greater emphasis and time on multi-site long-range planning (often called “portfolio planning” or
“strategic planning”. However, CRE is almost exclusively focused on commercial properties

(mostly office, with industrial and retail depending on the company); residential properties are
rare in a corporate portfolio.
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perceptions of 150r dents N 2 cted fi questionnaire survey
between September 201 uly Estr ed sampli chnique and indicating a
response rate of 70 percent. 1 i rvey was intentionally fixed to

coincide with three key Unitech events. The events were (i) preparations in 2014 by final year
students to sit for their final degree examinations in October before saying goodbye to the
University (ii) preparations for enrolment of new undergraduate students in January/February,
2015, and (ii1) the actual graduation ceremonies held in April 2015 for the 2014 graduating
students followed soon afterwards by the University’s 2014 Open Day activities which enabled
lots of visitors including prospective new students to visit the University to make enquiries
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regarding course offerings in the coming academic year. The sample, made up of 80 males and
70 females, was considered representative of the entire University community and stakeholders
as respondents came from all the thirteen academic departments of the University, parents and
government officials. The sample also included academic and non-academic staff, existing final
year students of the University, parents, friends and graduates who were given a questionnaire
each for completion in order to elicit relevant and useful data from them concerning their
perceptions about the impacts of both _a_pesmanent-graduation hall and a makeshift graduation
ac. The respondentswere of various adult age-groups
-
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ent p ce of using a makeshift hall for gra
inea-Bniversity of Technology sustairab e,’?S

the 1dea of the Uniye ity\ostl gradliation ceremonies
N)en 1 diﬂ t‘lﬁaving gradtiation ceremony in a
makeshift hall was not a geqd-policy; 20% es ents indieated that it was good and 3%
indicated that it was very good (Tablert):—When asked-wihet they had experienced any space
problems (e.g. for vehicular parking and/or sitting during past graduation ceremonies), the
respondents overwhelmingly indicated “Yes” (96.67%) on the questionnaire, while only 3.33%
indicated “No”. This further confirms the unpopularity of makeshift graduation halls at the Papua
New Guinea University of Technology.
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Table 1.“How did you see the graduation ceremony in the makeshift hall?”

Perception No of Respondents PC of Total
Very good 5 3.33
Good 40 27.00
Not good 105 70.00
Total 150 100.00

Source: Authors, 2015
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Meanwhile, when further asked to assess-the-eweraH—quality of organisation of the graduation
ceremonies, 36.67% of the respondents indicated that most parents and guardians could not make
it into the makeshift hall. This is particularly worrisome as parents and guardians should
normally be given priority amongst invitees to witness the graduation ceremony of their sons and
daughters. About thirty-three percent (33.33%) of the respondents indicated that the graduation

ceremonies were usually well organised inside but not outside, while 26.67% indicated that the
ceremonies were not well organised. The remaining 3.33% of the respondents, however,
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indicated that the graduation ceremonies were reasonable and acceptable. One respondent
curiously suggested: “If the makeshift hall is still going to be used, the University should provide
telecasts to Duncanson Hall (Figure 7) and Rose Kekedo Lecture Theatre to address sitting
audiences of our parents, guests, and friends.”

e

1 arak
uding

Five (5) Yearly Periods

1980 - 1984

( 1985 — 1989
1990’s 1990 — 1994 V?s, 1
\ 2 s ' \E ™ 19901999 //o‘ 47/&

— \ 217
00520 59, 130
20 01 65, 700

Total(Past 33 Years) w-...___ ,@4{756

Current 73, 000
Projected Cost for the next 10 2015 -2019 80, 300
years 2020 — 2024 88, 330
Total (Projected) 168, 630*
Grand Total (1980 -2024) K589,386

*Expenses are assumed to increase by 10% every 5 years.
Source: Ginton, N. (2014)
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Between 1980 and 2014, empirical evidence suggests that Year 2014 witnessed the most
expensive makeshift graduation hall (K73, 000) in the history of the University (Table 3). This
accounts for about 21% of the entire K347, 000 spent by the University in that period to
assemble and dismantle makeshift halls annually. Details of the expenses incurred in 2014 are
indicated in Table 4.

Table 4. Shows the ﬁnanc1al eshift graduation hall in 2014
Materials Perg)d Ws Used
Ropes N
Stage Materials/~ N
Electrical C Fyg s \
(lights, fa etc% Used every year
Frame/l’?l |c &@ 000 Since Makeshift Grﬁ&r?ca‘i\nto

ol place

Can;/;?s v / K20, 000 Changed every 5 years
Sopn¢ tem // Not charged \ o \
Labour / K30, 000 ~Every year \

/ K73 i 3
O w] TS \g
ARARRANN |

r the projec osts
contended tha that the U t contlnue to/ in
ture on Makeshlft

(i) Wha stainable strategies and financial implications of a{
, erynanent graduation hall? /

The responde d1cate their support or othefv 1s or
i0 [ urﬂ'c 1ty hose

idea as a means of\§o Vmg the f accommo t1 e accogmted for 70%, while
others indicated that a“~pgrmancht ha s re space”(26.67%) and to serve
only the purpose of grad .3 refore becorries clear that the majority of
those people interviewed for th1s udy_were in st the construction of a permanent

graduation hall in order to resolve the dilemma of rowdy graduation ceremonies. When asked to
suggest strategies that the University could adopt in providing a permanent graduation hall,
majority of the respondents (66.67%) indicated that such a hall should target provision of more
parking facilities, while 13.33% indicated that if a makeshift hall would continue to be used, it
should be relocated from the present car parking space to a more spacious location. Moving
forward, and in line with the most popular opinion among the respondents, it is contended that
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the most sustainable strategy that the University could adopt is developing a permanent
graduation hall on a suitable site within Taraka campus that would afford all visitors the
opportunity topark their vehicles safely and enjoy ample open space where they can comfortably
relax and celebrate the occasion with their loved ones.What, then, are the financial implications
of this proposal? To answer this question, we performed a development appraisal (residual
valuation) toascertain the viability or otherwise of the proposed project as well as arrive at the
likely budget for a permanent graduatio

idual tion’ ofa

Gross Developmw{l Ma

Net Annual In)x{/m/ chs etc.) 0,0(y \
Year’s Purghfase in Perp. @ 8% NS 500,000
i 7 AN

(i) 1,092m> @%%%12 2,630,000\?‘ \

(ii) PfofdssiBnal fed/w 10% of (i) 263,000 \)
s//@9%0f () + (i) = X - \

7/=K3,437,173—y,&9f§ﬁ§ AR \ 544,173 \\
bfeies @ % GGG o b | (I U

0
Developet’s Profit H-a5 agost) /| \\ .
PR et T T ISy 11
Tot q NANAMWWY RNy 4,359,032
- UU

[/ 140,96
lies sitipn Cost @ 5% W / 1/157‘
[RYZA\N /2 1235220/
x RV K1[ir2 yedys @ 9% ) X0l /]
Res@al Land \@ge 47 K2,512,4§Z

' @wor 2015

than enough to pay for the acqui 0 ite if the Umver51ty were to buy the
land, but such an expenditure is cons1dered unnecessary because the University already
owns a large tract of land at Taraka campus (202 ha).In that case, the sum of K2,
512,461could also be treated as a spendable income or set aside for investment purposes.

Having regard to the above, it is our considered opinion that the proposed permanent graduation
hall will be a profitable investment for the University, a proposal that should be proactively
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pursued to a logical conclusion. Comparing the total cost of K589,386for erecting and
dismantling a makeshift hall over the period 1980 — 2014 (Table 3) with no opportunity for
generating any cash in-flows once the temporary hall is dismantled every year on the one hand,
and the excess profit of K3,262,461 (K750,000 + K2,512,461) that is accruable to the University
from the proceeds of a reasonably commercialised permanent graduation hall on the other hand,
it is contended that the development of a permanent graduation hall is a relatively sustainable
Sensitivity Analysis

option.
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(11) Inye
@ ing cost, assuming that costs will increase at a rate of 10% p ;
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Table erév' nalysis of Viability of the Propose 36n Hall
Sensitivity Variables pr imistic |m| ic ﬂorst scenario

ri ce ari /

(i) Net annual income o © K606,000 " |_K560,000 K400,000
(ii) Investment yield - 9% 10%
(iii) Building costs 2,893,000 3,037,650 3,182,300
(iv) Finance charges p.a. 9% 9.50% 10%
(v) Development period 2 years 3 years 4 years
Residual Land Value K2,512,461 | K291,243 -K1,271,907

Source: Authors, 2015
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The sensitivity analysis was performed by repeating the residual valuation in Table 5 two more
times, while introducing new variables as shown in Table 6, and keeping other variables
constant. It is obvious from Table 6 that the hypothetical worst scenario would be unsustainable
for the university because it produces a negative residual land value (-K1,271,907), a very low
annual rental income (K400,000), a very high cost of development (K3,182,300), a very high
cost of borrowing (10% p.a.) and an unreahstlcally long development period of 4 years. The
pessimistic scenario is not much better _githe arelatively low residual land value (K291,

243) that is insufficient to by er low annual rental income
(K500,000) and a fairl t doubt, the optimistic
scenario appears to b€ hieyable in view of the

engifiers to reg
) tlse th
it 1s

the likely |mpacts ,ﬁ”’"f’l m\
its corporate pr y serve as U_‘
Jearch que A{MI& r ) fz‘\- o 1 \;\akﬁ\&}e}t\and analy S qf mark
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the project will s . x&;\& ancial and othé e project, as

\\\\\1’//////

n&_n of its services.

e Safety and conveni
We envisage that green CNsta aple &g&;n .
i i &~design-and construction o anent graduation hall and its
supporting facilities and services order—to—TMake them comply with the principles
of social, economic, and environmental sustalnablhty To address and comply with the
“green design” or “‘sustainable philosophies”, the buildings and associated facilities should
be designed intentionally to eliminate negative environmental impacts, taking into account
a2-year project development period, energy efficiency, good inside-outside feeling, sky
lighting-natural lighting to minimise heat on the roof, cost-effective use of building
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materials that are maintenance free, sound structural analysis to withstand earthquakes and
tremors, and spatial functionality (Rubenstein, 1996; Page, et al 1992)

e Cleaner environment
Health and safety issues, including natural ventilation should be guaranteed. Sincethe
facility will serve huge crowds that may well include sweating sportsmen and women, it
should be des1gned to be “naturally venti ’ in orientation to the north-east and south-
v 0 @hion to be_addressedBe ides, fuel consuming mechanical

i fer t@ an gvera gnSteategy that is cost-effective
and capable of eSS ile 3ls0 keepin apants comfortable as

el‘u\"(: ‘Sr\ gh'\ad a'[LOJ
BNSNANN

C ]
% nisations; :

V1ab111ty of a permanent graduation hall at the Papua New
Ta aka campus as a springboard for synerglzlng the estate
Ctis submltted that if a study of thlS natur ow, the
university an ' ¢ C ted with

problems

Jews - e process of

erecting and diSwmjant Hha get ts niversity might
continue to face in reseealﬁ m is ca ¢ continued lack of a
permanent graduation P @u&g‘%ﬂ Vers1t ofTechnology can mean a
continuation of the status quothaticeuld prevent the univers om enjoying a high corporate
profile, an improved revenue generatiof, a-compe academic rating, and high staff-student

morale necessary to “Make Unitech Fly”. Here 11es the relevance of the “sustainable corporate
real estate strategy” that has been advanced as the conceptual framework for this paper.

An attempt has been made to answer three research questions as a means of contributing to the
literature, based on relevant data analysis of the past performance and characteristics of
makeshift graduation halls that have been used by the university to host graduation ceremonies,
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at least in the last three decades. The first research question examined whether the current
practice of using a makeshift hall for graduation ceremonies at the Papua New Guinea University
of Technology is sustainable. When asked for their perceptions about the idea of the university
hosting graduation ceremonies in a makeshift hall, 70% of the respondents indicated that hosting
graduation ceremonies in a makeshift hall was not good; 20% of respondents indicated that it
was good and 3% indicated that it was very good Only 3.33% of the respondents indicated that
hosting graduation ceremonies in a makesh 3 easonable and acceptable. When asked
whether they had experlence past graduation ceremonies, the

space ms during
respondents overwhelming l’ldlC ed “YN 67%) o punaire, while only 3.33%
indicated “No”. Fugt ’ when e 1¢spo ent. werg :
perceptions moge t alf o pondents (66 >
S the mak ift hallz7about 27% 1nd c
0y de ested

d Velopmnt appraisah (re 51ual

ld\lindeed b \a\Be\\te{ aﬂq usta V

6fo erecting and a\makeshi

el

ikel s
Esson

methodology and analysis of current e in PNG and the South Pacific Region.
Findings revealed that the proposed permanent graduation hall is capable of enhancing the socio-
economic, cultural, educational, research, environmental and corporate profile of the university,
directly or indirectly. More specifically, the proposed project if pursued to a logical conclusion
has the capacity to yield substantial rental incomes to the university and guarantee a better
environmental quality and improved health and safety through the adoption of a
greenorsustainable design. Furthermore, the project will promote a cleaner environment,
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avoidance of unnecessary hassles inherent in the annual installation and dismantling of a
makeshift hall, and a higher corporate profile, all of which are essential ingredients for the
actualisation of the “Making Unitech Fly” vision of the Papua New Guinea University of
Technology.
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