
Concept Symposium 2016
Governing the Front‐End of Major Projects 

Flexible project management 
strategies with real options thinking 
and Scenario Planning

Maartje van Reedt Dortland
Advisor
Cadastre Land Registry and Mapping Agency 
The Netherlands

Most large construction projects are characterized by complexity, uncertainty, and a long timespan from planning to execution and finalizing
the project. And not to forget the maintenance phase, where new developments might create other demands towards the construction. We
developed a decision support tool with real options thinking and scenarioplanning to develop flexible real estate strategies. The tool is
developed for real estate projects within healthcare, but is applicable to various types of construction projects. In this presentation I will
describe how the tool was developed and how it influenced the participants’ sensemaking on future uncertainties. I will conclude with
applications of the real options thinking method on large engineering projects in watermanagement.

In the Netherlands in 2008, the healthcare regime changed dramatically which forced healthcare organisations to think and act more strategic
to prevent bankruptcy. Among others, they needed to manage their real estate more efficiently. We developed a decision support tool based
on the real options theory and scenario planning. A real option is the right and not the obligation to exercise an option. It creates flexibility
and therefore adds value to a project. Derived from financial options, a real option applies to real investments, i.e. tangible assets. Both real
options ‘in’ and ‘on’ the project exist; on the physical construction and in the construction process. An example ‘in’ the project is the option to
grow, which creates flexibility to expand the construction. The option to stage is a process option, created by go/no‐go moments within the
process. We identified various real options in two in depth case studies of two construction projects in healthcare.

The decisions support tool was tested whether it increased sensemaking on flexible real estate strategies, by means of three workshops in
different healthcare organisations. In combination with scenarioplanning the real options approach was recognized as a useful tool to prepare
to future uncertainties. We used the backcasting method, in which one reasons back from a desired image of a future situation to identify
those changes that are required to create this image. Considering multiple scenarios, flexible strategies with real options can be formulated.
The tool proved to offer a useful means to make sense of abstract uncertainties that influence an organization, aspects which are normally
outside the scope of real estate managers. The real options approach, as a way of thinking, offered a more structured way of balancing the
costs and benefits of strategies to deal with future uncertainties.

Recently, the real options way of thinking has been recognized as a useful tool to support decisionmaking on large water related infrastructure
projects in the Netherlands. Considering the many uncertainties around these projects, calculating the value of real options is not realistic,
and calculations become too complex. However, the process of thinking about options is sufficient to guide decision makers.

http://www.ntnu.no/concept/
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