Strategies for Strengthening
Resilience in a VUCA World

By Michael A. Davis, RPLU

The business environment can change overnight, presenting
daunting, unanticipated challenges as well as genuine
opportunities for those who have prepared for the unexpected.

Most of us have heard the term “the new
normal” so many times that it has taken on
the texture of a cliché, except that it’s not.
For each of us as individuals and for the
businesses that drive the global economy,
this is no longer the same world we were
living in a year ago. That includes construc-
tion, where the changes wrought by the
coronavirus pandemic will be transformative
and long-lasting. However, those changes
need not be obstacles and may well present
opportunities to businesses with strategies
robust and flexible enough to manage the
challenges ahead.

Indeed, the COVID-19 pandemic has driv-
en changes that many of us have yet to fully
understand and appreciate. It's one of the
greatest challenges most businesses and
individuals will ever face, demanding some-
times painful adjustments. As history has

shown time and again, global events like
pandemics, global financial crises, interna-
tional trade disruptions and widespread civil
disorder can arise at the most inauspicious
times, impacting business operations and
throwing societies into disarray virtually
overnight.

Some of you may have heard or read the acronym
VUCA. It stands for volatility, uncertainty, com-
plexity and ambiguity—a perfect description of
the world we live in today. The term VUCA was
coined in the 1990s by the U.S. Army War College
to describe the dramatic changes and strategic
challenges of the post-Cold War period.! Since
then, the term has been widely adopted by busi-
ness leaders and strategists in many sectors to

help emphasize the need for effective strategic
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planning. Understanding the forces described in
the VUCA model can help organizations effec-
tively execute the dual disciplines of crisis man-

agement and disaster recovery planning.

A 2018 article in Forbes® categorized the key
characteristics of the VUCA world as:

Volatility — The accelerating pace of change in
an industry, market or the world in general. The
faster the changes, the more unpredictable the

world becomes.

Uncertainty — The extent to which we can con-
fidently predict the future. The more uncertain
the world is, the harder it is to predict with any
degree of reliability.

Complexity — The more factors and the greater
their variety, the greater the complexity that
companies will experience in the business envi-

ronment.

Ambiguity — A lack of clarity about how to
interpret a situation, as when information is

incomplete, contradictory or inaccurate.

Responding to the Unexpected

Many would argue that we've always operated
in a VUCA world; it is simply the challenge of
doing business in a perpetually changing envi-
ronment. True enough. At almost any time, an
organization can be affected by events with wide-
spread, even global, consequences. Some, like
natural disasters, can be insured against, while
others cannot. But the timing and impacts of
major events, a perfect example being the coro-

navirus pandemic, are difficult to predict.

The immediate effects of the pandemic on the
design, engineering and construction industries

were the temporary shutdowns of many projects

2 Kraaijenbrink, Jeroen. “What Does VUCA Really
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in hard-hit regions of the U.S., a difficult propo-
sition in a cash flow-intensive business such as
construction. However, as the daily peaks of
confirmed coronavirus cases subsided in some
heavily impacted regions, we have seen the rapid
resumption of many projects. Additionally, a
number of those considered “essential” never did

completely shut down.

Looking ahead, the industry will likely experi-
ence significant growth in public spending as
both sides of the political aisle find common
ground on the need to rebuild critical U.S. infra-
structure. Additionally, many companies will be
called upon to perform work required by corpo-
rations as they reconfigure their facilities to
contend with a future in which the coronavirus
may always be a part of the environment.
However, the construction industry, like all other
business and industry segments, will need to
adjust operations to align with the new normal

imposed by the outbreak.

Construction professionals are accustomed to
the need for robust site safety practices, includ-
ing a wide variety of personal protective equip-
ment (PPE) and tools. Face masks and shields
are common on most job sites for everything
from welding, protection against harmful dust
associated with various abrasives, to the poten-
tial inhalation of dangerous vapors released by
volatile chemicals. That being the case, it is not
a stretch to extend the usage of PPEs to help
protect against infection by the coronavirus. In
addition, new wearables and apps to help com-
bat the transmission of COVID-19 will be com-
ing online to gather data about markers such as
employee temperatures and to assist in main-

taining appropriate physical distancing.
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Strategies for Resilience in an
Uncertain World

The Harvard Business Review” has addressed
the strategic challenges of driving sustainability
in a VUCA world, offering the following rec-

ommendations:

B Manage volatility. Build in slack and
devote resources to preparedness.
Examples would be to stockpile
inventory or overbuy talent. These steps
can be expensive, so the investment

should align with the perceived risk.

B Navigate uncertainty. Invest in
information,; collect, interpret and share
it. This works best in conjunction with
structural changes, such as adding
information analysis networks to help

reduce uncertainty.

B Reduce complexity. Restructure where
required, bring on or develop specialists,
and build up resources adequate to
address the degree of complexity within

your organization.

B Clarify ambiguity. Experiment;
understand that cause and effect require
generating hypotheses and testing them.
Design your experiments so that lessons

learned can be applied broadly.

3 Bennett, Nathan; lemoine, G. James. “What VUCA
Really Means to You.” Harvard Business Review. Janu-
ary-February 2014.

Insights for Navigating a VUCA

Environment
Over the years, FMI has spoken with a wide

range of individuals—from executive coaches
to senior consultants and numerous executives
from design and construction companies—to
gain valuable insights into how to successfully
manage and respond to the challenges of this
VUCA environment. The discussions revealed
five areas that strategic thinkers in the design
and construction environment share in their

approach to an increasingly uncertain world.

1. Anticipate and prepare for the
unexpected. Good business intelligence
promotes faster, more effective deci-
sion-making and can make the difference
between seizing an opportunity or being
left behind. Company leaders must
develop a deep understanding of the
strategic “ecosystems” within their
organizations and how they relate to the
wider industry. They must also stay on top
of competition; owner behavior; political,
economic and regulatory drivers; and
other forces interacting with each other.
Executive mandates should center on
developing “eyes and ears” that span
geographies, industries and businesses,
with a specific focus on understanding

customer and competitor behavior.

2. Collaborate and test new ideas.
Company leaders consume a vast amount
of data and information, which can leave
them feeling overwhelmed and paralyzed
in decision-making. This makes it particu-
larly important for leaders to engage in

collaborative dialogue with peers to test



and confirm ideas and check assumptions

about evolving risks and their potential
impacts. Going it alone in decision-making
in this increasingly volatile world may be a
recipe for disaster. Building consensus
across a leadership team will help ensure
broader buy-in and support for important
strategic decisions and more “skin in the
game” in sharing outcomes and the need

for course changes.

Adopt and strengthen critical-thinking
practices. Leaders who qualify as critical
thinkers question their beliefs and
assumptions, and continuously ask
themselves what might be done differently
to respond to a volatile and unpredictable
business environment. This mindset
should not devolve into “paralysis by
analysis,” but rather provide leaders with
opportunities to self-correct and monitor
their lines of thinking in an environment
of changing information and conditions.
Critical thinkers are open to new ideas
and are willing to challenge their beliefs

and investigate contrasting opinions.

Commit to continuous learning. A
passion for lifelong learning is an essential
characteristic for any successful business
leader. Truly strategic thinkers actively seek
new perspectives about organizational
problems and potential solutions. And
leaders attuned to the realities of a VUCA
environment recognize that continuous
learning will be critical to long-term
organizational agility, creativity and
resilience. A combination of training,
mentoring and executive coaching can help

such leaders stay on lifelong learning

tracks. Some have even recommended that
leaders form “personal boards of directors”
comprised of peers, external experts,
company employees and even friends and
family members with whom a strategic
decision-maker might consult and share
ideas before arriving at a course of action

for a particular issue or problem.

5. Become an agile thinker, while
remaining focused on the horizon.
Agile thinkers will necessarily maintain a
high degree of vigilance toward changing
events in the world around them, while at
the same time maintaining a clear focus on
internal goals. This dual perspective can
help organizations achieve key perfor-
mance markers with greater consistency
over time, while enabling leaders to more
effectively anticipate externalities that
might impact the attainment of those

markers now or in the future.

Control What You Can Control

While all of us hope that the pandemic will be
short-lived, we can be sure that this will not be
the last major event likely to disrupt global soci-
ety and commerce. To say that there is nothing
we can do about these events is fundamentally
wrong. While we cannot predict, we can prepare
for what may be ahead with a focus on con-
trolling what we can control. That is the respon-
sibility, and opportunity, of prudent and farsight-
ed managers in construction and all other
business disciplines. And it is the essential truth

of living and working in a VUCA world.
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Exclusively Focused on the Built Environment

Who We Are

FMI is a leading consulting and investment banking firm dedicated
exclusively to the Built Environment.

We serve the industry as a trusted advisor. More than six decades of context,
connections and insights lead to transformational outcomes for our clients and the industry.

FMI CONSULTING

FMI Consulting has a deeper understanding
of the built environment and the leading firms
across its value chain than any other consult-
ing firm. We know what drives value. We
leverage decades of industry-focused expertise
to advise on strategy, leadership & organiza-
tional development, operational performance
and technology & innovation.

PRACTICE AREAS

Strategy

B Market Research
Market Strategy
Business Development
Strategic Planning

Leadership & Organizational
Development

Leadership & Talent Development
Succession Management
High-performing Teams
Corporate Governance

Executive Coaching

Performance

Operational Excellence
Risk Management
Compensation

Peer Groups

Technology & Innovation

Market Accelerator

Partner Program

Tech Readiness Assessment
Sourcing & Adoption

FMI CAPITAL ADVISORS

FMI Capital Advisors, a subsidiary of FMI
Corporation, is a leading investment banking
firm exclusively serving the Built Environ-
ment. With more than 750 completed M&A
transactions, our industry focus enables us to
maximize value for our clients through our
deep market knowledge, strong technical ex-
pertise and unparalleled network of industry
relationships.

SECTOR EXPERTISE

Architecture, Engineering & Environ-
mental

Building Products

Chemicals

Construction Materials

Contractors

Energy Service & Equipment

Energy Solutions & Cleantech

Utility Transmission & Distribution

SERVICES

M&A Advisory
ESOP Advisory
Valuations
Ownership Transfer

EXECUTIVE EDUCATION

B Acquisitions in the Construction
Industry

B Ownership Transfer & Management
Succession



FMI

for the Built Environment

TRAINING PROGRAMS

Over 10,000 industry leaders have completed

FMI training programs, which span the entire

management spectrum, from new managers to

senior executives.

/3%

Emerging Managers Institute
Field Leader Institute

Project Manager Academy
Construction Executive Program
Leadership Institute

Leading Operational Excellence
Construction Selling Skills
Market & Selling Strategies
Ownership Transfer & Management
Succession

Acquisitions in the Construction
Industry

FMI PEER GROUPS

FMI manages nearly 50 individual peer groups

across the industry. Connecting businesses

through networking, expanding visions and
providing feedback.

Organizational Structure
and Development
Human Resources
Business Development
Information Technology
Operations Management
Financial Management

FMI CLIENT HIGHLIGHTS

65%

57%

ENR Top 400  ENRTop 200 ENR Top 100
LARGEST SPECIALTY DESIGN
CONTRACTORS ~ CONTRACTORS FIRMS

56% | 58%

ENR Top 200 ENR Top 100
ENVIRONMENTAL CM FOR
FIRMS FEE FIRMS
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