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Changes in Engineering and Construction Management are needed.

Abstract:

Nowadays with globalization and competitiveness, proactive managers are needed. Proactive managers take advantage of the uncertainties and flexibility to capture value for their projects, they change events rather than react to them, and they make things happen. This paper will show some examples why changes in management have to be done.

For many years, managers and owners of projects protected themselves from uncertainties in a reactive way, applying big discounts rates when calculating Net Present Value (NPV) to make decisions about the future of their projects, killing the projects even before they were born.

With a new tool, the Real Options Approach (ROA), and looking at competitiveness, the approximation when valuing projects has to be done in an opposed manner. The problem is that engineers and managers do not use ROA because this approach remains largely unknown, or because they find difficulty in identifying options, or because they do not believe that a theory from the stock market can be applied for decision making.

Options can be found during the planning and design phase and can be taken into account when assessing the different alternatives. Other options can be found during the development of the project like flexibility to upgrade the project, to accelerate it or slow it down, to scale it up or down. All these options can add value to projects.

Some builders like to have passive managers who tend to accept situations without attempting to change or fight. These passive managers have only one objective in mind, build the project according with the provided schedule and budget.  They are considered good managers when they finish the projects on time and within a budget. This approximation is no longer true, because an ingredient is missing, added value.
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