Focus on pursuing the benefits
Benefits management during transformations
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Measuring whether strategic objectives and desired benefits from transformation programs are
being realized is important for organizations. By actively directing their efforts toward realizing
benefits, organizations can maintain focus, thus enabling them to be more successful in realizing
their strategy. In addition, an active focus on benefits ensures more and better integrated man-
agement of such transformations, which presents the opportunity for better decision-making.
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Introduction

When organizations undergo transformations, the aim

is to better realize the organization’s strategic plan. Such
transformations involve, for example, changes that equip
the organization for shifts in the market, changes that
reduce costs, and changes that introduce new (informa-
tion) technology. Almost seventy percent of all transfor-
mations are regarded as somewhat or largely successful,
while less than ten percent are seen as wholly successful
([McKio6]). These may be catchy statistics, but imagine
what it might mean to your organization if a transforma-
tion is better than “somewhat” successful, and is largely or
even wholly successful. What would be the impact of this
on your colleagues, clients and shareholders?

It would undoubtedly have a major impact. The question
is, then, how can we realize improved benefits, and con-
solidate them for the long term? Several success factors
play arole in this process. This article deals with one of the
success factors, namely, developing a focus on realizing
benefits from transformations.
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Benefits are the financial and non-financial advantages
that an organization wishes to achieve —such as more
turnover or customer satisfaction, for instance. Research
has shown that the degree to which benefits are realized
in change projects can be improved by structuring the
project to focus on benefits ((Wardo6]). On the one hand,
this can be done by bringing the ultimate goal into focus
and effectively communicating about the necessary
change. On the other hand, it can be done by measuring
the interim progress made during the transformation,
where adjustments can be made and expectations can be
managed. This ensures that everyone is clear about their
role, and what is expected in achieving the stated goal.

This article deals, first of all, with the issue of why, during
transformations, organizations should pay attention to
benefits. At such a time there are a thousand other things
to be done, which may seem much more important or
urgent. The article goes on to cover how benefits manage-
ment should be designed, and identifies some discrete
steps. Pursuing benefits ensures that all eyes are focused
on the real goal.

Why apply benefits management during
transformations?

The large scale of transformations often demands a lot of
an organization. Accordingly, as research has shown, it

is not surprising that there are many ways of improving
the success of transformations. There may be room for
improvement in translating the strategy, measuring the
impact, and identifying accountability ((HBR10]). Ben-
efits management can make a significant contribution to
reinforcing these areas of possible improvement by mak-
ing the benefits measurable. That means identifying how
the implemented changes contribute to the realization of
strategic aims. This subsequently provides a good basis for
identifying the role of success factors such as communica-
tion, the definition of clear milestones, KPIs and struc-
tures ([McKizo]).

Focus on pursuing the benefits

The most important contributions to benefits manage-
ment are:

® it connects strategy and execution
¢ itmakes change measurable and manageable
¢ itleads to better decision-making.

In conjunction with costs, progress and risks, which are
often already measured, measuring benefits offers a good
basis for improving the chances that the transformation
will be successful.

Benefits management connects strategy and
execution

The first important contribution of benefits management
is that it connects the strategy and execution. It does this
by setting out the way the strategy is to be achieved. Sub-
sequently, during the transformation, it provides interim
evaluation. This feedback on the progress of the project
allows adjustments to be made where necessary. Feedback
and adjustments apply to both the project activities and
the line activities. In this way, any changes in the line
(such as behavior or working method) that are necessary
to achieve the intended goals are made transparent. Hav-
ing a new customer relationship management system, for
example, provides no added value in itself. It is only when
the organization adapts its behavior to this new relation-
ship and actually uses the system to realize extra sales

(by means of cross-selling, for example), that the benefits
begin to accumulate. Often, the project activities are clear,
but there is less insight into the change activities that

are needed in the line organization in order to realize the
benefits.

During large-scale transformations insight into the asso-
ciated change activities is particularly important, due to
their strategic significance. In this context, it must be clear
what all programs, projects and business units ought to
contribute to ensure that the transformation is a success.
This clarity subsequently provides the basis for the neces-
sary dialog on the aim, approach and pace
of the transformation. Clarity and transpar-
ency helps give direction to the transforma-
tion and breach the status quo ([Mile1o]).
After all, transformations often lead to major
alterations in structure, behavior and rela-
tionships. Acting on the basis of emotions or
allowing political preferences to prevail can
derail a transformation at an early stage.



Benefits management makes changes
measurable and manageable

The second contribution of benefits manage-

ment is that it makes change measurable.

And, in the spirit of management guru Peter

Drucker, what you measure is what you get.

Making change measurable in terms of spe-

cific KPIs conveys a clear message about the desired behav-
ior. The KPIs against which leaders are held to account are
aligned with the intended aims of the transformation, and
conflicting KPIs are analyzed. Consolidating this desired
behavior with performance measurement (the Balanced
Scorecard, for example) helpsin achieving enduring
results.

In addition, making change measurable ensures that
adjustments can be executed in good time. After all,
activities or projects do not automatically lead to results
([Skino4]). A good example of this is that the purchase of
arowing machine (action) does not automatically lead to
loss of weight (desired result). To gain the desired result, an
active policy must be followed with regard to performance
(such as frequency, distance covered and speed) and health
(heart rate and calorie consumption) (after [Huntog] and
[Kellx1]).

Benefits management leads to better decision-
making

The third and final reason for applying benefits manage-
ment in transformations is that it leads to better decision-
making. This improvement is made possible by increased
clarity and measurability, and by establishing responsibil-
ity for realizing certain changes and the corresponding
benefits. Research has shown that exactly these aspects
—information and clarity about who decides what — are
major factors in turning strategy into success ([Neilo8]).

Good decision-making is also important in view of the fact
that, during these transformations, organizations often
have to cope with changing circumstances and developing
insight. What if one of the competitors suddenly taps into
anew market, earlier than expected? Is it still realistic to
attempt to capture the previously estimated market share?
Those prior estimates may figure into the current strategy,
and may need to be revised. Of course, such issues concern-
ing the changing environment play a role in all changes
and projects. However, in the case of transformations, this
effectis magnified by factors such as duration, strategic
character and size, which often extends over several busi-
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ness functions and several countries. Making informa-
tion measurable and clarifying who decides what leads to
qualitatively better decision-making, and also ensures that
the decisions made are in line with an explicit strategic
direction. Monitoring the benefits also enables the organi-
zation to make decisions earlier: it becomes immediately
clear if, for example, results in subprojects are falling
short, or deviate from the intended strategic direction.

In this way, focusing on benefits management during
transformations provides a basis by which other success
factors can be more easily measured. This reinforces their
positive effect on the success of transformations.

In summary, this section makes it obvious why benefits
management is extra important in the case of transforma-
tions. A transformation is a very dynamic process. Asa
consequence, there must be continual reflection on the
developing situation and on changing expectations for
the future. Applying benefits management helps organi-
zations keep the overarching goal of the transformation
relevant and realistic.

The following section deals with the approach to benefits
management in transformations.

Approach

Now that the possibilities of benefits management have
been made clear, the question is how to implement it.

Just like every evaluation process, benefits management
consists of two main parts: foresight and hindsight. At the
start of the transformation, an organization determines
the intended benefits. Organizations should then look
back periodically to evaluate the extent to which those
benefits have been realized. They should also look to the
future to estimate whether the anticipated benefits are
still realistic, or whether expectations must be adjusted.
New benefits may even appear to be possible. Within these
cycles of evaluation, there is a continual focus on pursuing
appropriate goals, while readjusting as necessary. Benefits
management is certainly no one-off exercise.
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The following subsections describe the nature of the
approach. First of all, we deal with identifying the benefits
and then developing these benefits into concrete plans.
Then we examine the approach to realizing benefits and
the management of this approach. The activities of look-
ing forward and looking backward are covered. This
approach is schematically represented in Figure 1. In our
experience, it is particularly important to pay additional
attention to the intermediate steps in this model (detailed
analysis, design and implementation). Attention to the
benefits and the approach to realizing them tends to wane
in these intermediate stages.

Identification: from strategic aims to activities

It is necessary to identify the relevant benefits and to
create a coherent picture of how they will be realized. In
short, identifying the benefits involves only two ques-
tions: “What does this give us?” and “Why do we want it?”
Repeatedly applying these criteria ensures that the actual
benefits are identified, rather than merely the behavioral
activities. As aresult, a sharp image is created of what
concrete advantages the change will bring. In this context,
recall the previously mentioned example of a CRM system
in which people had to adapt their behavior or working
style to achieve the benefit of generating extra sales, using
methods such as cross-selling, for example.

The second step is to establish the relationship between
the activities and the goal of the transformation. In

Phase Benefits Level of detail

other words, how can we reach our goals? Ultimately, all
activities must support the transformation in one way

or another. To determine whether or not this is truly the
case, a coherent image can be developed in a dependency
diagram ([Wardo6]). This diagram brings clarity to the
relationship between change and strategy, so that strategy
and execution are linked together.

A completed diagram is shown in Figure 2. It is completed
from left to right. This example shows how each of the
modules to be implemented contributes to attaining the
goal. The transformation, as well as the strategy behind its
execution, is the point of departure. At the end of the day,
all efforts are geared to enabling the transformation to suc-
ceed. The ultimate goal depends upon realizing benefits
throughout the organization. To realize these benefits,
certain changes have to take place in the organization. In
turn, these changes depend upon certain preconditions.

Take, for example, a production company that plans to
implement a strategy aimed at achieving cost leadership.
For this strategy to succeed, transportation costs must be
reduced, which would generate a benefit to the organiza-
tion. However, this reduction will not happen of its own
accord; the business must integrate the logistical flows
between factories. Changes in plans and itineraries are
inevitable. Adjustments to the planning information sys-
tem appear to be necessary, so this is an essential precondi-
tion.

Result Benefits tracking steps

\dentificati Identified Estimate List of all Benefit opportunities identified with ) Tracking
entitication Benefit estimates of potential Benefits requirements
-
Detailed Defined Analysis Business Case per Benefit opportunity and an ) Make uniform
analysis Benefit overall Business Case and challenge
-
. Secured Plan Project initiation documents ) Verify Benefits
DS Benefit
~
. Realized Budget Budgets have been amended ) Track realization
Implementation Baiaii
E—
. Delivered P&L A retrospective report of actual spend vs. ) Embed in
MoBItolng Benefit forecast and budget to confirm organization

Figure 1. Approach to the layout of benefits management.
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What is the business impact? | What needs to transform? hat process | What business changes? Underlying
anges? technology

Expected Benefits (€ 1om)

Reduce time to close year-end/
half year-end

Reduce Finance
Function «—

-«—]
Costs - KPls
1.Time to perform year-end calculations

2.Time to reconcile general ledger
Reduce

Costs
Reduce time to
close month-end

KPIs
Reduce COGS

Increase
Shareholder

Reduce invoice mismatches

value

KPIs
1. Ratio of credit notes to invoices

Reduce
Working
Capital Increase Finance
personnel efficiency
KPIs
1. Number of invoices processed per head in
Reduce Accounts Payable
Inventory

2. % of payments made through the shared
services

1.Time to reconcile intercompany transactions
2. % automation in intercompany transactions
3. % of real estate billing operations carried out in SAP

2.Time to complete the annual planning process

Year End/

Half Year End

MonthEnd g

Invoicing

Payments

-—

<— o Improved Consolidation tools

Reengineer closing process
responsibilities & KPls

e Improved IC processing
e New Operational Chart of Accounts

Up skill employees for faster and

more reliable execution

e Use of Trading Partner

e Automation of Intercompany
transactions

e Use of SAP Real Estate module

-

Optimize invoicing process

¢ Increased automation to provide
more accurate billing processes

e Increased flexibility in planning

Optimize Finance Function to

focus on value add tasks

e Improved automation to reduce
invoice posting time

e Use of BACS as preferred payment
method to streamline SSC processing

<

Figure 2. The benefits realization diagram displays the relationship between activities and strategy.

When the diagram has been formulated, it can also be read
from left to right. In that case, the diagram communicates
the story of which activities lead to which benefits. Ask
yourself if the way in which each activity contributes to
the goalis perfectly clear. Are all the steps necessary? Is it
perhaps possible to gain extra advantages from activities
that are going to be undertaken anyway? And does the dia-
gram show all the activities that are essential for realizing
the aims of the transformation?

This benefits realization diagram is a powerful instru-
ment because it shows the activities, intermediate advan-
tages and the strategic aims of a transformation, allin a
single image. The diagram can subsequently be used in
internal communications by the organization, and clearly
shows how the activities of individuals contribute to the
higher goal.

Detailed analysis: elaboration of the benefits plans

After obtaining a complete picture of the expected ben-
efits, the next step is to work out the benefits plan with
regard to each benefit. The aim of this benefits plan is to
acquire detailed insight into the activities required to real-
ize the benefits and to make the change measurable, which
makes managing the project easier. These plans include
anumber of aspects that are important for achieving the
benefits. These aspects are discussed in this subsection.
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< ECCFI/SAP BPC

ECCFI/RE

< ECCFI/SAP BPC

ECCFI

First, give a concrete description of the benefit. It may be
set out in one or two words in the diagram, but then needs
to be defined more closely. For example, improvement of
“customer satisfaction” might be directed toward only a
few customer segments and in particular their purchasing
departments, but applies to all regions.

Next, determine how to measure the benefit. There are
various sorts of benefits that are measurable to a greater or
lesser extent (see Figure 3). Customer satisfaction might
be harder to measure than a decrease in salary costs, for
example. Therefore it is important to choose the proper
indicators to make the benefit measurable. These may

Non-financial benefits

Financial benefits

Indirect
For example:

« Betterimage
« People satisfaction
« Customer satisfaction

Direct (non-financial)
For example:

» Greater accuracy

* Less staff turnover

* Shorter response times

Direct (financial)
For example:
* Reduction in salary costs

« Reduction in accommodation costs

* Larger turnover
* Higher yield

Figure 3. The measurability of benefits ([0GCo3]).
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Measurable benefits
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include customer-satisfaction surveys,
waiting times at service counters, or
even the consumer response in tweets
with regard to the organization and its
products.

Then consider how the benefit is intended to develop:
what is its present value, its potential value, and how can
you reach that potential? Formulating benefits in relative
terms anticipates changing circumstances. For instance,
identify the goal of reducing the cost price by ten per-
cent, which, with current volumes and cost-price levels,
would result in realizing a benefit of X euros. Formulat-
ing the goal as a percentage can be better measured and
subsequently more effectively adjusted than a fixed goal,
particularly in cases of large volume or raw-material price
developments. You should also determine the period in
which the benefit is to be realized and whether or not this
development will be linear or will gradually evolve.

In addition, the benefits plan should state who exactly is
responsible for realizing the benefit. In general, this will
be a manager who can implement the behavioral, work-
force-related changes in the department where the benefits
are expected. Accordingly, it is often advisable to involve
this person in formulating the benefits plan right from the
outset. This contributes to better decision-making. If no
one accepts ownership of a benefit, this will significantly
reduce the chances of realizing it. Therefore, the benefit
should be scrapped completely from the list.

After the benefits plans have been formulated and dis-
cussed with the relevant managers, it is advisable to jointly
run through the entire benefits realization diagram once
again. This time be especially critical. Perhaps the elabora-
tion of the benefits plan will have led to new insights. It
may also be good to examine a number of scenarios. Subse-
quently, the plans should function in harmony in moving
toward realizing benefits. This is further covered in the
section on “Implementation and monitoring.”

Design: configuring the approach

In addition to determining the substance of the antici-
pated benefits, organizations must also consider their
approach to these benefits. This approach is often set out
at the planning stage while the nature of the benefits is
being shaped, because this approach requires a determina-
tion of who is going to work out the benefits plan and how.
After all, the nature of the transformation may vary. One
can choose a top-down approach that offers clarity (in a

Focus on pursuing the benefits

transformation involving cost savings, for example). Alter-
natively, a bottom-up approach that ensures more collabo-
ration and support for the change at this early stage could
be better in a transformation toward a more innovative or
customer-oriented organization, for example.

Determining the approach to benefits realization affects
the structure that is needed to realize the benefits. This
depends on numerous factors. Cost saving or a merger, for
example, requires a different emphasis within the process.
And whereas one organization may profit from a strict,
formal process, the other one may wish to avoid this at all
cost. Besides differences based on the nature of the orga-
nization and the transformation, there can also be differ-
ences between departments (such as sales and finance) or
regions. These might all lead to different approaches in
realizing benefits.

The way in which responsibility for realizing the benefits
is embedded in the organization must also be established.
For instance, during organizational change, it is a matter
of debate whether the responsibility for benefits realiza-
tion should be immediately allocated to the future process
manager, right at the outset. An alternative would be
allocating it first to the functional managers who are still
responsible for subprocesses. Establishing responsibility
ensures that it is clear who has the mandate to take which
decisions, so that decisions do not remain “in limbo”
between the old and the new world.

In addition, determining the approach involves deciding
how the benefits will be monitored, as well as how they
will be pursued. In this context, the key issue is how closely
do you wish to oversee the process. Do you wish to moni-
tor all the benefits in detail, or will you choose several
indicators that give a good picture of the degree to which
the benefits are realized? This process is related to current
performance measurement: the extent to which something
like the Balanced Score Card can be applied in such a frame-
work. If possible, it is often advisable to align reporting
frequency with performance measurement. In turn, this
influences the specification of who is engaged in monitor-
ing and how and when reports are presented. At the same
time, this alignment determines the feedback moments
and when adjustments, if necessary, must take place.



These activities always cost time and effort. At the same
time, transforming an organization creates demands on
available resources from all sectors. To promote the success
of benefits management, efforts must be consolidated in
the planning schedules, in the estimates of the transfor-
mation costs, and in line management.

Benefits management is ultimately about realizing

the aims of the transformation. In that sense, benefits
management more or less involves creating a mindset
oriented toward realizing value for the business. In many
organizations, project managers will already be engaged
in ensuring that all activities contribute to the success-
ful conclusion of a project. By placing emphasis on the
benefits, an organization ensures that the stakeholders
jointly investigate ways to gain benefits from the project.
Therefore, it is important to make sure that this mind-
set becomes rooted in the organization. People must be
informed of what is expected of them and how they can
meet these expectations. Keep in mind that benefits
management is a means rather than an end, and that the
approach must harmonize with (and not obscure) the
real goal. An interesting example of this was the World
Football Championship in which (at least from a European
point of view) it was hardly possible to enjoy a game on
American television because extensive statistics were
shown on screen with great frequency.

Implementation and monitoring: management
geared to the realization of benefits

Transformations are exceptionally dynamic processes.
That being the case, it is naive to expect that all benefits
can be realized precisely according to the initial plans.
That’s why organizations need to determine how they will
approach managing the pursuit of benefits, as discussed in
the previous step. During the transformation, this man-
agement can be divided into two components: monitoring
the realization of benefits, and periodically adjusting the
benefits plans.

In the monitoring, the benefits realized are compared to
the expectations in the benefits plans. The person respon-
sible for realizing the benefit (the designated benefit
owner) is asked to give an explanation of any differences. If
the current realization is lagging behind the expectations,
itisimportant to investigate why. Not complying with an
indicator may not seem like a big deal, but the underlying
cause may have significant consequences for the transfor-
mation. One should also consider whether the plans for
the future are truly realistic, or is adjustment necessary?
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Year1 Year 2 Year 3 Year 4

Time

In

B Expenses
Il Low-risk income (e.g. from efficiency benefits)
Middle-risk income

High-risk income (e.g. from turnover or margins-related benefits)

Figure 4. Example of the cashflow of a project, with costs and
income from the benefits.

And what should be adjusted, the activities or the indica-
tor?

This scrutiny not only applies to failures to meet targets.
The benefits that do meet targets must also be reconsid-
ered. A small alteration in the surroundings, for example,
may have a major effect on whether or not there is a real
benefit achieved. One should investigate whether the ben-
efits are appropriate in view of the aim of the transforma-
tion, because new insights may arise here, too. Moreover,
real-life practice may show that the aims can be adjusted
upward or that new and greater benefits can be achieved. It
would be a lost opportunity if this option were not taken.

Monitoring requires openness and the sharing of informa-
tion and insight. Especially when failures to meet targets
have been identified, there is a real risk that this monitor-
ing may be confused with singling out staff members

for performance issues. When this occurs, the quality of
monitoring declines because staff members may attempt
to conceal future problems. Therefore one should be care-
ful to ensure that the focus remains on the transformation
and on a successful conclusion.

Figure 4 shows how to monitor the cashflow of a project: it
shows income from financial benefits in relation to expen-
diture. Here, the costs of the transformation are set against
the expected income from (financial) benefits. The income
hasbeen subdivided according to the risk that the benefits
will not be achieved. Benefits that are difficult to realize
and/or are uncertain (such as increase in turnover) can be
classified as “high risk.” An example of a low-risk benefit
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would be efficiency improvement in a production depart-
ment that already has a good track record in that field.
The figure provides good insight into the way in which
the general feasibility of financial benefits changes over
the course of time. Such change may be a consequence

of delayed activities or a shifting market situation, for
example. It also shows the effect of this upon the cashflow
for the transformation.

In addition to monitoring, it is also advisable to recalibrate
the benefits plans periodically. This could be done annu-
ally, for instance, preferably in combination with the
recalibration of the project plans for the transformation.
This is important because, after about a year, complacency
often arises, as things are running smoothly, almost
automatically ([Milezo]). This recalibration provides the
chance to capitalize on benefits achieved and the progress
that has been observed during monitoring, as well as to
recalibrate the plan to accommodate factors such as the
progress of the transformation and market developments,
for instance. In terms of broad-based support, it is advis-
able to involve benefit owners and to investigate, jointly
with them, if more benefits may be achievable and if the
transformation could be accelerated. In this process, it

is important not only to focus on the planned (positive)
benefits but also to identify unplanned benefits, and to
include these in the plansin order to manage them better
(see also Figure 5).

Asthis article has clearly shown, benefits management
is not a separate discipline but rather a perspective that

A

Financial

contribution
Positive Opportunity Investment
bonus Jjustification
Negative Nasty Price worth

surprises paying

Unplanned Planned

Predictability

Figure 5. Benefits management matrix ([Wardo6]).
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ought to be utilized in the planning and management of a
transformation. In our view, this perspective contributes
to a more complete picture in the management of trans-
formations, so that they can be realized more successfully.
The case presented below demonstrates how the approach
outlined can lead to success in real-life practice.

Conclusion

In this article we have examined the way in which ben-
efits management can contribute to transformations. The
most important contribution is that it creates clarity about
what and who is involved in the transformation, and how
itis to be implemented. This is accomplished by working
out which activities contribute to achieving the strategic
aims, how benefits are realized, and who is responsible for
realizing the benefits. With this, benefits management
strengthens the foundation for successful transforma-
tions. It ensures that success factors are in place, such as
ensuring clear goals, delivering a concrete strategic plan,
and outlining clear roles and responsibilities. This leads
to deeper insight into the transformation on the part of
stakeholders, so that if adjustments have to be made as a
result of changing circumstances, a better result is guar-
anteed.

A good plan is half the work. That is why this article pays
so much attention to the elaboration of the benefits realiza-
tion diagram and the approach to benefits management. In
formulating the plan, it is essential to have a clear idea of
the way in which benefits must be realized and how they
contribute to achieving strategic objectives. It is at least

as important to attune the approach to the organization
and the nature of the transformation that is to be imple-
mented. With a transformation that is directed toward
cost-saving, you will have to measure and achieve results
differently than if the goal were a change toward a more
customer-oriented and innovative organization.

After the planning phase, the next major challenge during
the entire transformation is to keep the focus on manag-
ing the benefits achieved, including those realized by the
line organization. This is a process of change in itself. And
by managing the process in a structured way, as the leader
of the transformation, you introduce a mindset geared to
realizing benefits. You keep all eyes focused on the ben-
efits, so that people are more oriented to achieving the
business benefits offered by change.



PostNL as an example of benefits management

With its postal activities, PostNL has positioned itself
in the Dutch market as a postal service company with
the best “value for money,” comparable to Albert Heijn,
KPN and KLM in other markets. Due to the complete
liberalization of the postal market, and viable alterna-
tives as the result of digitization, the price point has
become enormously important. This is especially so for
postal services with less competitive service margins.
In combination with a declining postal market, this has
led to pressure on profit margins.

To preserve profitability, the organization was com-
pelled to reduce and adapt the costs of its infrastruc-
ture. PostNL introduced a new business model dividing
the distribution week in peak and off-peak days. Cus-
tomers are offered a specified-day product on peak days,
at areduced rate. The corresponding centralization of
the core activities of collecting, sorting, preparing and
delivering ensures that PostNL is currently realizing
one of the largest transformations ever seen in the Neth-
erlands ([Postz1], [Hestog]).

This new business model with its peak and off-peak
days means increasing labor flexibility (fewer full-
time staff), and increasing task specialization (fewer
highly skilled personnel). This means that PostNL has
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