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THE DEVELOPER – A KEY PARTICIPANT IN THE INVESTMENT-CONSTRUCTION 
PROJECTS 

Dragomir Stefanov 

Abstract: The term “developer” in the investment-construction project is relatively new and insufficiently studied in 
the Bulgarian economic literature. In the current article an attempt is made to outline its scope and clarify its 
connection with two other terms – investor and assignor. The role and the main activities that the developer performs 
within the investment-construction project are described. All other participants who support the implementation of such 
projects are also listed. In addition, the stages through, which investment projects in the field of construction pass, are 
systematized. 
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Introduction 
Object of study in the current article is the 

investment-construction project (ICP) considered in 
a broad aspect as a project for construction, 
realignment, reconstruction or overhaul of a 
building, parts of it or a group of buildings, and not 
in the narrow sense defined in the Planning and 
Development Act (PDA) as a set of technical 
documentation including drawings, plans, sketches, 
explanatory notes to them, accounting 
documentation, etc. According to the understanding 
of the author, the scope of the ICP also includes the 
subsequent realization or exploitation of 
construction sites carried out in order to increase 
the welfare of the developer. 

Many groups of participants are involved in this 
type of projects, each with different responsibilities 
and assignments. The purpose of the current article is 
to clarify the role of each of them, as well as its 
interaction with the other participants in the process. 
In this regard, among the research assignments are to 
clarify the term “investment-construction project”, the 
stages it goes through, as well as the place of each of 
the participants in the project. 

Investment-construction project 
Most authors (Windapo, 2013, pp. 124-125) define 

construction projects as a process with a beginning 
and an end, which through the implementation of a 
wide range of assignments and efficient use of 
resources (people, land, capital, machines and 
equipment, construction materials, management 
experience) aims to build a specific building with 
specific characteristics and functionality. Projects 
most often include 4 phases – conceptual (research 
and planning), pre-construction (design), construction 
and post-construction. (Lock, 2004, p. 4) 

In general, the construction industry is based on 

realization of projects. (Fellows, 2002, p. 3) Each 
ICP has pre-established restrictive conditions on the 
part of the developer who initiates it, as well as 
normatively determined according to current 
legislation. The only significant differences in 
perceptions of developer projects are related to their 
scope. According to one group of opinions 
(Stoyanov, 2012, pp. 133-144), the ICP completes 
with putting into operation the building. Other 
authors include the stage of actual functioning of 
the building (Windapo, 2013, p. 128). In view of 
the possibility of analysis and evaluation of the 
economic efficiency of the projects, it is necessary 
to take into account the incomes from the sale of 
the finished real estate items, which usually occur 
during the phase of normal operation of the 
building after putting it into operation. (Radev, 
2021, p. 490) For this reason, we will stick to this 
view in this article. 

The term “investment-construction project” 
(ICP) is rarely found in the literature. In some cases 
(mostly with English translation) it can be found as 
a “construction-investment project”. At the same 
time, in practice construction contractors, 
developers and other participants in construction 
use it relatively often. This requires clarification of 
its scope, the stages it goes through and the 
different groups of participants. 

According to the author of the current article, most 
complete and accurate the term investment-
construction project includes the set of actions 
related to the acquisition, construction, 
reconstruction, realignment, overhaul or change of 
the purpose of a building, parts of it or a group of 
buildings and their subsequent implementation or 
exploitation, carried out in order to increase the 
welfare of the subject undertaking these actions, 
which we call a developer. As a synonym of 
investment-construction project can be used the term 
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“development project”, which shows the leading role 
of the developer in the process. 

This type of project usually starts with: 
 selection of a building plot; 
 selection of an existing building (or part of it) 

to be renovated. 
The second hypothesis is known in practice as a 

phase of the life cycle of real estate re-development 
(Yovkova, Y. et. Al., 2017, p. 37). This is followed 
by a pre-investment study of the real estate 

property, market analysis and decision-making to 
implement or reject the project. When it is positive, 
the developer takes action to acquire the real estate 
property or establish a building right in his name. 
Only then begins the process of investment design, 
execution of the construction and installation work 
(CIW) and acceptance of the finished building. The 
last phase of the ICP is related to the sale of 
individual real estate properties or property 
management. (Fig. 1) 

 
Fig. 1. Stages of the Investment-construction project 

Participants in ICP 
The participants in the ICP are many in number, 

with different roles and responsibilities. To some of 
them there are legally regulated requirements (a 
certain way for registration, to be entered in certain 
registers or to have the appropriate qualification), 
while for others there are no minimum requirements 
provided by the regulations. The functions of some of 
the participants are legally defined (especially in 

construction), others participate in the process on the 
basis of contractual relations. Some of the participants 
are individuals and have personal responsibility, while 
others are institutionally involved. Some of them 
protect the public interest in the investment-
construction process, others their personal or of the 
company they represent. All this creates a complex 
network of relationships, at the center of which is the 
figure of the developer. (Fig. 2) 
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Fig. 2. Participants in Investment-construction project 

Developer 
Developer is a relatively new term for the 

Bulgarian economic literature, entering mainly 
through the business practice in the sector of 
construction and management of ICP 1. The term 
comes from English and is associated with the 
development of projects for the construction and 
management of real estate properties. Development 
is defined as a business process including two 
different groups of activities: 

 renovation (reconstruction, change of 
functionality) and renting of existing buildings; 

 purchase of plots for construction and sale of 
finished real estate properties. 

The developer is most often a legal entity that 
coordinates all these activities, turning the raw idea 
into real estate property. Property development and 

redevelopment is a much more comprehensive 
process than building construction itself, although 
many developers prefer to manage the construction 
process as well. (Hristozov, 2020, p. 103) 

Developers buy plots of land, finance real estate 
deals, carry out or outsource to Construction 
Company the building of sites. They initiate, 
present, organize and control ICP from the 
beginning to end. The developer usually takes the 
greatest risk in the construction or reconstruction of 
real estate and, accordingly, receives the largest 
share of the added value. He determines the 
marketing of the real estate property, develops the 
construction program and the design of the project, 
provides the necessary institutional and public 
approval and financing, builds the necessary 
structure for realization (sale) or management 
(renting) of the real estate property. 
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The term developer is well known and used in 
Western European and American (Miles, 2007) 
literature, and more recently in Russian also 
(Solunskiy, 2010; Fedotova, 2010). In Bulgaria two 
terms are mainly used with similar meaning – 
investor and assignor. In the following lines we will 
make a brief comparison between them. 

Investor is associated mainly as a depositor of 
capital. A person who invests funds for the acquisition 
of assets (tangible, intangible, financial) in order to 
obtain current income, resale profits or other positive 
effects for a long period of time, who is expecting 
with a high degree of probability that this investment 
will increase his welfare. The groups of investors can 
include households, enterprises, state and municipal 
institutions, including and non-governmental 
institutions and organizations (NGOs, foundations, 
parties, the church, etc.). From this point of view, we 
can deduce at least the following three differences in 
the scope of the terms developer and investor: 

• the investor invests in various asset groups, 
while the developer is only interested in real estate 
property; 

• the investor focuses on investing capital, 
while the developer participates in all functions of 
managing the real estate property; 

• Although it is not imperative or legally 
regulated, it is most often assumed that the 
developer is a registered legal entity. It would be 
irrational for an individual or a household to initiate 
an ICP given the unlimited responsibility and high 
investment costs, as well as the complexity of the 
development process itself. Although they are the 
largest owners and investors in real estate 
properties, the state and the municipalities should 
also not be considered as developers as long as they 
do not pursue economic profit as a main goal and 
rather exceptionally they construct buildings 
intended for rent or sale of real estate. 

From the above we can conclude that every 
developer is essentially an investor but not vice 
versa, i.e. the term investor is much more general 
and covers more groups of people. 

 
Fig. 3. Connection between the terms investor, assignor and developer 



НЕДВИЖИМИ ИМОТИ & БИЗНЕС • REAL ESTATE PROPERTY & BUSINESS • Том V (4) 2021 • Volume V (4) 2021 

 216

According to article 161, paragraph 1 of the 
Planning and Development Act (PDA) assignor is 
“the owner of the real estate property, the person to 
whom the right to build in another's real estate 
property has been established, and the person who 
has the right to build in another's real estate 
property by virtue of law.” The term is associated 
with the verb “assign” and comes to show that the 
legislator has appointed the function to assign 
various activities to other participants in the 
construction under contract with them – to design 
the future building, to perform CIW, to control 
implementation, etc. As it is found only in the 
regulations concerning construction, the figure of 
the assignor has a certain role only in some of the 
stages of the ICP related to the construction 
activity. From this point of view, he performs only 
part of the functions of the developer and can be 
considered as a more narrowly defined term. In 
practice, any developer who envisages new 
construction in his project, reconstruction, 
realignment, overhaul or change of purpose of an 
existing building or part of it (PDA, article 137) can 
be called an assignor. The opposite cannot be said. 
According to PDA, an individual who will build a 
house or a villa for his family is an assignor but 
should not be considered a developer. By the same 
logic, a state or municipal institution can be an 
assignor in the construction of a building or 
infrastructure site without identifying with the term 
developer. (Fig. 3) 

In the classic case, the developer combines the 
following more important functions of ICP 
management: 

• initiates the project – he seeks and chooses a 
economically effective project by analyzing the 
possibilities for its implementation; 

• invests – invests own and seeks attracted 
resources necessary for the implementation of the 
project being responsible for the overall financing; 

• plans – he is responsible for the pre-
investment studies, analysis and final evaluation of 
the project as well as the subsequent planning of the 
time for its implementation; 

• organizes – recruits and selects the other 
participants in the ICP by concluding contracts with 
them for the implementation of specific activities; 
carries out effective organization between them; he 
is responsible for the coordination of the project 
and the acceptance of the finished construction site 
by the respective municipal and state authorities, 
receiving special permits and certificates; 

• Controls – monitors during the entire 
investment-construction (development) project by 
comparing the planned with the actual activities, 
compares the set in the project with the actual 
incoming and outgoing cash flows, and if necessary 
takes corrective action. During the construction it 
carries out (most often through qualified 
specialists) investor control over the activity of the 
constructor; 

• distributes the risk – as a rule, he distributes 
the risk among all investors, and when all financing 
is its own it bears the entire risk of the project 
implementation; 

• Developer is responsible for all cash flows 
related to the ICP – makes the due payments to the 
project executors before, during and after the end of 
the CIW. Collects and accounts for all incomes 
from the sale or rental of real estate properties 
during the functioning of the construction site. 

In addition to the above, a number of other 
functions of the developer can be added, and its 
social role as owner and producer of one of the 
most important public assets, namely –real estate, 
should not be underestimated. 

To implement all of the above, the developer 
creates and manages the respective organizational 
structure with different departments – administrative, 
legal, finance and accounting, technical, marketing, 
sales, IT, etc. Some of the activities can be 
outsourced to external executors and the rest can be 
performed by own personnel. In any case, it is 
advisable to appoint a project manager that the 
developer trusts and has appropriate qualifications 
and experience. He is responsible for the 
implementation of the specific ICP; he is acquainted 
in detail with the work on it from the beginning at 
least until the stage of putting the building into 
operation. Most often this is an individual of an 
employment contract in the structure of the 
developer. 

Participants in the construction 
The next participants in the ICP (Fig. 2) are 

legally regulated in article 160, paragraph 1 of PDA 
as participants in the construction process, namely 
“… the assignor, the constructor, the designer, the 
consultant, the individual exercising technical 
control for “Constructive” part, the technical 
manager and the supplier of machines, equipment 
and technological equipment.” 

Enough has already been said about the figure of 
the assignor (usually the developer or a person 
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authorized by him). The constructor (executor) is a 
key participant in the process, and most often it is a 
construction company who has the task to perform 
the CIW in the project. The implementation of the 
entire project largely depends on the effectiveness 
of the accuracy, quality and timeliness, which 
requires the exercise of strict control. The 
requirements to the constructors, their obligations 
and responsibilities in the construction process are 
described in detail in the Law on the, which 
specifies the conditions to be met by persons 
managing construction activities, regulates the 
procedure for their registration, structure and 
operation of the Bulgarian Construction Chamber. 

The constructor is obliged to appoint a technical 
manager under an employment contract, who will 
perform technical management of the construction 
and manage the construction works with 
appropriate qualification – civil engineer, architect 
or construction technician (PDA, article 163a). 
When the construction is performed by the 
developer, he is obliged to provide a technical 
manager of the site. 

Another participant in the ICP is the designer. 
Most often, this is a design team of persons with the 
necessary design qualifications who has a contract 
with the developer for research and design, and 
subsequently for author's supervision during 
construction for which he receives certain 
remuneration. Since in most cases the designer is a 
legal entity with many employees responsible for 
the various parts of the projects (architectural, 
structural, electrical, plumbing, etc.), the question 
arises as to who will lead the team and coordinate 
their actions. After 2015, the legislator in our 
country decided to be the so-called “lead designer”, 
author of the leading design part of the project, 
determined by the assignor. (PDA, article 162, 
paragraph 7) Sometimes it is permissible for the 
same organization to perform investor supervision 
during the construction of the site as it knows in 
detail the regulatory and technical requirements for 
the implementation of the respective project. 
(Kovachev, 2016, p. 40) 

Throughout the construction period, the 
executor’s activity is subject to systematic control 
not only by the designer and the developer but also 
by a determined for the purpose consultant. This 
figure has been present in the field of design and 
construction since 1998. The consultant is a person 
registered under the Commercial Law, holding a 
license for supervision issued by the Ministry of 

Regional Development and Public Works and 
entered in a public register at the National 
Construction Control Department (NCCD) (PDA, 
article 166-168). Usually this is the same person 
who performed the assessment of compliance of the 
project with the construction norms and exercised 
technical control under the “Constructive” part of 
the investment project. He exercises construction 
supervision on the basis of a contract with the 
assignor and is responsible for the implementation 
of CIW in accordance with the approved working 
design, as well as for compliance with all 
requirements for healthy and safe working 
conditions in construction. After the completion of 
the CIW, he compiles a final report on the readiness 
of the construction for commissioning, participates 
in the State Acceptance Commission (SAC), as 
well as compiles the Technical Passport of the 
building. Upon finding violations, the consultant 
issues prescriptions or orders to the constructor, 
which are mandatory and non-compliance may lead 
to suspension of work. 

When the ICP envisages the supply and use of 
various machines, installations and equipment, the 
developer usually concludes a manufacturing 
contract with a supplier who is also involved in the 
process. 

External participants in the investment-
construction process 
The construction activity has not only private 

law but also public law character. The permitting, 
control and acceptance of a construction site fall 
within the scope of activities of many state and 
municipal structures including the MRDPW, 
NCCD, the city`s chief architect, the National 
Service “Fire and emergency safety” (NSFES), the 
Regional Inspectorate of Environment and Water 
(RIEW), etc. These institutions take care of the 
protection of the public interest and the observance 
of the legal requirements and prescriptions in the 
implementation of the ICP, and are essentially also 
participants in the process, although not by contract 
with the developer but according to the law. 
(Stoyanov, 2012, pp. 130-131) 

Another group of institutions that are indirectly 
involved in the implementation of the ICP are the 
operating companies (OC), which manage 
underground and aboveground technical and 
infrastructure facilities – electricity distribution, 
district heating, water supply and sewerage, 
gasification and telecommunication companies, 
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municipal services “Collectors”, “Street Lighting”, 
“Green Systems”, “Traffic Safety”, Traffic Police, etc. 
Some of them supply utility services to the 
construction sites (they have a contractual relationship 
with the developer), others are responsible for security 
during CIW, and others for environmental protection. 
The developer's commitment is to coordinate 
documents and enter into contracts with OC, which 
have facilities in or near the building plot. The main 
problems in this area are related to the cases when 
there are no external networks near the site to supply 
the future building with electricity, water supply, 
sewerage, etc. In such cases, the developer usually 
undertakes to build at his own expense the missing 
part of the relevant infrastructure under the control of 
the OC in return for a future discount on the value of 
the provided utility service. 

Financing organizations have an important role 
in the process of implementing the ICP as most 
often the developer does not have all the necessary 
capital to implement his project intentions. In a 
broader sense, credit institutions such as banks and 
investment funds as well as other creditors or co-
investors not only support the process by providing 
the necessary financing, but also play the role of 
independent control of taking high-risk projects. 
The investment specialists in these organizations 
have the task to analyze and impartially assess the 
reliability of each idea for the implementation of 
the ICP, thus limiting inefficient or uncompetitive 
ventures to some extent. 

Last but not least, attention should be paid to the 
future users (consumer) of the construction site who 
will rent or buy the final product of the ICP – the 
ready real estate. In recent years, practice has 
shown that the rational developer tries to take into 
account users’ opinion for the design and especially 
in the finishing CIW, taking into account their 
specific requirements regarding the internal layout 
of the premises, the type of window frames, inner 
installations, functionality of common areas of the 
building, etc. This undoubtedly leads to increased 
customer satisfaction. The high percentage of 
uncertainty of future users in most construction 
projects is a problem in this area. 

Conclusion 
In conclusion, we can summarize that the main 

role is assigned to the developer despite the 
presence of different groups of participants in the 
ICP. He develops the idea and the strategy for its 
implementation, finances the investment costs with 

his own or credit funds, organizes, coordinates and 
controls the whole process, while bearing the risk 
of negative development of each phase of the 
project. The other participants have contracts for 
execution, construction or trust management and 
practically take the risk only if the developer fells 
into insolvency. 

Notes 
1 It should be distinguished from the term 

developer in the field of information technology 
where it is associated with the development of 
software, video games and Internet applications. 
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