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Benefits — the rationale for investment

Benefits are not just one me.d
i dimension of portfolio, gEI‘\I\EIFZIIT\%ON
I programme and project MANAGEMENT

management; rather, they are the Fadi
rationale for the investment of
taxpayers’ and shareholders’
funds in change initiatives.

Benefit - The measurable improvement from change, which is perceived as positive by

Stakeholders, and which contributes towards to organizational including strategic objectives.




Problem: the track record (globally) isn’t good

“Most large capital investments come in late and over budget,

“ 2

never living up to expectations. More than 70% of new project success

manufacturing plants in North America, for example, appears to equate

close within their first decade of operation. Approximately three- ..

quarters of mergers and acquisitions never pay-off...And efforts to to achievin gan

enter new markets fare no better” Lovallo & Kahneman acceptable level of
failure or

“it is found with overwhelming statistical significance that the cost minimi sing lost

estimates...are highly and systematically misleading” and demand o D

forecasts are, “significantly misleading (inflated). The result is ben Ef Its.

large benefit shortfalls”. Bent Flyvbjerg KPMG

“Up to 70% of change initiatives fail to deliver on the benefits that they set out to

achieve.” John Kotter




Causes 1: The forecasts in business cases are (very) often
(very) unreliable

Optimism Bias “We overemphasise projects’ P
potential benefits and underestimate likely costs, TR
Spinning success scenarios while ignoring the
possibility of mistakes.” Daniel Kahneman

Strategic Misrepresentation — “the planned, o _
systematic, deliberate misstatement of costs and e — of
benefits to get projects approved.” In short, “that
is lying”. Flyvbjerg et al

“The best project selection system in the world is worthless unless the data

is sound.” Cooper & Edgett




Causes 2: Benefits Management has not always been
applied effectively

“A good deal of corporate
@& Activity rather than benefits-led change  planning ... is like a ritual rain
dance. It has no effect on the
@ The ‘build it and they will come’ fallacy weather that. fqllows, ,bUt those
who engage in it think it does.
... Moreover, much of the
advice related to corporate
planning is directed at

® ‘Boxticking’ — when all is said and done  improving the dancing, not
more is said than done” John Thorp the weather.” Brian Quinn

Benefits Management - “Interest is high but few are doing it well” PMI & BCG

&® The ‘Knowing-Doing gap’



Solutions...

Benefits Management - 5 Practices
Identify & Quantify
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Develop a value culture
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The Beralite Measarcment Sondel

APMG Internafional™
‘ Managing Benefits

The Benefits Management Model

Source: Managing Benefits™

Based on Realism in planning & Enthusiasm in delivery




Solutions — Treating Projects & Programs as Investments

OPTIMIZING THE RETURN FROM INVESTMENTS

a APMG-International

Managing Benefits

Increased Revenue

MANAGING BENEFITS
BY STEVE JENNER

Strategic Contribution

& tailor the investment criteria




Solutions 1. Align Benefits with Strategy

Investment Portfolio — Benefits Map [DRAFT]
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Investment Objectives

)
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(and greater user
expectations)

Analysis and Dissemination

1.Produce trusted and timely
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2.Improve accessibility
and presentation of cur
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Data Collection & Production

3. improvements in
technology and
techniques

4.UK and EU Regulations
and
Government Policy

S5.Risks todata security;
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“Project benefits can be considered synonymous with positive strategic impacts” PMI




Solutions 2. Start with the End in Mind

Southbank Arts Precinct Redevelopment (Fictional)
Department of Premier and Cabinet
Investment Logic Map

™ orver U omeorve - ] [ o o —— | T Eraving ‘I
I

I DRIVER E>I OBJECTIVE |<:j CHANGES I<:j (Sretetiing
Assets

G te isi f
Use of arts precinct SOLUTION

over 20 years

I
I
| ¥
I
I

Improve the |
connection of the arts
precinct with

Arts precinct is Melbourne and its

I

PROBLEM I |  BENEFITS
I
I

dislocated and is no local community Strengthen the
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longer aligned with (20%) Victorian !
the way the city is community arr;'daﬁ:::i::"nct
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(40%)

¥
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governance and
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Create a precinct
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Improve Victoria’s
industry
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entre

existing facilities so
they can meet
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needs Enhance Victoria’s
(40%) arts profile and
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reputation ¢
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Source: Victorian Government Investment Management Standard

“Most corporate change programs mistake means for ends, process for outcome. The solution: focus on

results, not activities.” Schaffer & Thomson




With more reliable forecasting...

European Planning Studies Vol. 16, No. I, January 2008 R s k.dge‘

Curbing Optimism Bias and Strategic ‘} vl

Misrepresentation in Planning: Bl‘gj

Reference Class Forecasting in Practice

BENT FLYVBIERG

Aslborg Universty, Denmark and Delft Usiversity of Technology, The Neherlsnds

Pessimistc

ABSTRACT The American Planning Aswclation recently endorsed a new forecasting method
called reference class forecasting, which is based on theories of planning and decision-making
that won the 2002 Nobel prize in economics. This paper details the method and describes the first a ~ »
instance of reference dlass forecasting in planning practice. First, the paper documents that Arth[e MCKmsey Ouadeﬂy
inaccurate projections of costs, demand, and other impacts of plans are a major problem in . - ‘ -
lanning. Second, the v explaing inaccuracy in terms of optimism bias and srategic .
L’mprﬁxwmnm m'dp‘:f:’: lhmfmml basis is pfexenk'd for n;ﬂ::u‘e dlass forecasting, u‘hﬁ‘h Bl as bu sters . Ta kl n g t h e outsl d e
achieves accuracy in projections by basing them on actual performance in a reference class of
comparable actions and thereby bypassing both optimism bias and strategic misrepresentation. H )
Fourth, the paper presents the first case of practical reference dlass forecasting, which concerns vlew
g projections for planning of large transportation infrastructure investments in the UK,
including the Edinburgh Tram and London's £15 billion Crossrail project. Finally, potentals for
and barriers to reference class forecasting are assessed.

With the Sponsor’s & Business Case writer’s names on Page 1 and Track Record

on Page 2




And be clear about the benefits you are buying...

Financial: Cashable benefits Financial: Non-Cashable benefits?

Dominos Vouchers

Must Order Online
Cannot be used with Meal Deals or Offers
Only Valid at Selected Stores

€10 off Dominos promo
code

Click buy button. Get €10 off when you spend €35 or more. Only valid at
selected stores stores only. Cannot be used with deals. Voucher code
has limited number of redemptions and is subject to closure without
notice.

Terms & Conditions Apply
Voucher Code: Reveal Discount Code
Valid: 08/02/2018 to 23/02/2018

“We were survivors, dwellers forever in the cracks of the vast
organisational chart. Disperse us, downsize us, squash us, transfer us, and

we will reassemble someday, somewhere, to once again build new layers
of redundancy, waste, and glaring irrelevance.” Jimmy Lerner




Solutions 3. Utilize Successful Delivery Methods
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Caveat - With benefits embedded in the project or program...



Because it’s not the answer to poorly conceived and
implemented initiatives

HOLDING
THEM

ACCOUNTALE




Solutions 4. Integrate benefits with the performance
management regime

- Project Live Service
Benefits Business Case 1-Page /
- y

(onbratsmof

Contributor .
Development If funding approve Benefits Report
! ,
Benefits Eligibility Benefits Evidence &
CJIT VMO Measuring & Tracking: Eramewer Revised Forecast
Initial Baselining
Check alignment with BEF e.g. double Project Benefits Lead and Benefits Realisation Lead i
counting, cost avoidance agree Efficiency & Effectiveness benefits

Benefit Realisation Plan:
Courts

Benefit Realisation Plan:
Corrections

Benefit Realisation Leads
CPS Efficiency Plan and Efficiency Planners
agree Efficiency Benefits
S DCA Efficiency Plan that contribute to
Departmental Efficiency
HO Efficiency Plan Prans

Planners

Con!

Strategic Planners agree
Strategic Efficiency & Effectiveness
9 ~Offences Brought To Benefits that contribute to
Planners Justice (OBTJ) Strategic Targets & priorities
Enforcement

Source: CJS IT

Source: Bristol City Council

Agreeing benefits with Benefit Owners & ‘Booking’ them in KPIs & Budget baselines




Solutions 5. Manage benefits from a Portfolio perspective

Project Name: Advanced Container Scanning

Project Overview: Efficient and trouble free scanning operation of the imported and exported containers

Back to Alignment Dashboard

BUSINESS OBJECTIVES
OUTCOME ENABLERS

DC OBJECTIVES - V
To h;"e a“bleﬁ;c'ent BUSINESS BENEFITS ~ PROJECT molementati Advanced
and trouble free mplementation lvance
. i i f X-Ray Container
Improvin scanning operation or7 '
pan;” - of the imported and Advanced machines that Scanning

faclitating exported Operational Container has advanced E machines (better
services containers that Cost Savings Scanning scanning penetration, clear
pass through the ¥- capabilities and images and

Ray machines & the integrated capability to
Radio Active solution to check deduct
Material Detection the declaration radioactive

5 . details. materials.
Scanners in Jabel Ali
Port

Revenue Generation Cost Savings

Revenue Protection  Customer Satisfaction

DC Objective Business Objective Business Benefit Project Outcome Enablers

the desired end state DC | the desired end state a

sets out to achieve for | business unit sets out to
Dubai Govt. achieve

the benefit to the
organisation of the end-state

need to be undertaken
to produce outcomes

used to facilitate
projects and programs

specific aspects
of the end state

Source: Dubai Customs

Maturity Assessment Strategic

Alignment Recipient

/ Benefits

|8 |22 2 e

Project
Benefits

Cost/Benefit Analysis
Risk Assessment

An organizationally-specific benefits framework & asking: Is that the best we can

do from our accumulated investment in change?



Solutions 6. Apply Effective Governance

10 p
ogress Group Portfolio Benefits =
Manager
Howtoexcel asa
- Benefits Owner
Programme Manager Manager Benefits role /
Benefits Man

1 tlmlm

New Zealand Government

Benefits role /
Project environment Benefits Manager

Source: Managing Benefits™




With regular review of throughout the project (with
formal recommitment to the benefits)

With Staged Release of Funding & no ‘orphan’ benefits



Solutions 7. Develop a Value Culture - expecting & planning
for improvement...

Portfolio Analysis Summary

“By applying rigorous Benefits
Management, expected benefits can
increase from 70% to 85%, with an
additional project or programme
overhead that should not exceed 5%.”
Michael Payne

Achigvability

San Retna - “demonstrates how his
company applied advanced portfolio
management techniques to realize in
excess of 80% of expected business
benefits from its corporate i
investments” o i

Based on Realism in planning & Enthusiasm in delivery



Solutions 7. Develop a Value Culture — and...

@ APMG International

Successful Delivery of Change
How Managing Benefits™ is helping Dubai
Customs optimize its return on investment

By Stephen Jenner, Author & Chief Examiner of Managing Benefits™ with
Mohammad Rashed Bin Hashim & Ajith Nair (Dubai Customs)

W77

Evidence/Recognition Events Stories & Case studies




Thank you / Mange tak
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MANAGING BENEFITS

BY STEVE JENNER

Questions?

= .-ﬂ Email me at stephen.jenner5@btinternet.com

" Free materials at www.stephenjenner.com

http://www.linkedin.com/groups/Managing-Benefits-4493501




