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Benefits management

- How to realize the benefits of IS/IT investments
PETER SAKAR and CLAES WIDESTADH
Department of Informatics

IT University of Goteborg

Goteborg University and Chalmers University of Technology

ABSTRACT

This master thesis has evolved from the produgtipdaradox and the “silver bullet
thinking”. The meaning of the productivity paradgxthat the investments in IT are
growing extensively, but there is doubt that thedsigs of IS/IT investments might
not be as high as expected. Silver bullet thinkimgans that when it comes to IT we
still act if, once determined, the benefits asdedawith an investment will
automatically happen. Therefore, this thesis ainbok at the differences between
the literature and practice and to create a framewbhow the benefits of an IS/IT
investment can be realized. We have done a literattudy as well as an empirical
study including 16 interviews at Volvo IT. Accordinto the purpose this thesis
focuses on the benefits management process, witagessthe benefits management
process should include and issues to considerrddwdt illuminates important aspects
of evaluation of benefits of IS/IT investments aadframework for benefits
management process is presented.

Keywords: business value, benefits management, benefits realization, evaluation,
IS/IT investment.
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Benefits management
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PETER SAKAR and CLAES WIDESTADH
Department of Informatics
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Goteborg University and Chalmers University of Technology

ABSTRAKT

Den har magisteruppsatsen har sitt ursprung i patodietsparadoxen och “silver
bullet thinking”. Med produktivitetsparadoxen merats investeringar i IT vaxer i
omfattning, men det finns en ovisshet om nyttanSNT investeringar ar lika hog
som forvantat. Med "silver bullet thinking” menats mar det kommer till IT sa beter
vi oss fortfarande som om nyttan associerad meidwastering automatiskt kommer
att infinna sig. Darfér &mnar den har uppsatsenbattandla skillnaderna mellan
litteraturen och praktiken och skapa ett ramverkhumnyttan av en IS/IT investering
kan realiseras. Vi har gjort en litteratur genonggéch dessutom en empirisk studie
omfattande 16 intervjuer pa Volvo IT. | enlighet dneyftet fokuserar den har
uppsatsen pa benefits management processen, tatkaem borde inga och fragor att
beakta. Resultatet belyser viktiga aspekter av uevelg av nyttan av IS/IT
investeringar och ett ramverk for en benefits managnt process presenteras.

Rapporten ar skriven pa engelska.

Nyckelord: business value, benefits management, benefits realization, evaluation,
IS/IT investment.
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1 Introduction

This chapter gives an introduction to this mastegsis. It intends to give necessary
background information and defines our purpose fw@l question. Further we give
a description of the disposition of the thesis.

1.1 Historical Background

Computers were initially perceived to deliver atiglely circumscribed set of benefits
or meet limited business objectives. During theQ93960s and into the 1970s these
benefits could be summarized as the ability to kafatts and figures more speedily,
more accurately and with lower cost (Remenyi & Slwad-Smith, 1999). This
correspondence to Pearlson (2001) that IS strategy from 1960s to 1990s, been
driven by internal organizational needs; from lowerexisting transaction costs to
redesign business processes. Wahlstrom (2003) sathae now, in the Zicentury,
everything is about the value of the investmenignghing shall pay off and
everything shall be able to be measured. The Fattthe investments in information
systems (IS) and information technology (IT) shob& measurable leads us to our
problem area.

1.2 Problem area

There are three facts that lead us to the quettiarthis thesis revolves around. First
the two problems; the “productivity paradox” andilVer bullet thinking”, that
showed that there are challenges within the aremedsuring the value of IS/IT
investments.

Second, Truax (1997), see Lin and Pervan (200b)yslthat the reason of this might
be that there has been a paradigm shift, somethaighas created a need for a more
proactive management of benefits.

Third, the literature shows that very few compartiese a process for proactively
manage their benefits. (Ashurst & Doherty 2003)

1.2.1 The productivity paradox and Silver bulletth  inking

Despite the massive investments in IT, the IT impac productivity and business
performance continues to be questionedsiBess managers worry about the fact that
the benefits of IS/IT investments might not be Ehlas expected. This phenomenon is
often called theproductivity paradox or the IT Black Hole(van Grembergen, 2001;
Brynjolfsson & Renkema, 1998Many organizations find themselves in a catch-22
situation. For competitive reasons they cannotrdffoot to invest in IS/IT, but
economically they cannot find sufficient justificat. The evaluation practice today
cannot provide enough underpinning, for makingitivestment Villcocks & Lester,
1997). Willcocks and Lester (199&eviewed the IT productivity paradox debate and
found that an important part, but by no meansoélthe uncertainty about the IT pay-
off relates to weaknesses in measurement and éialymactice.



Definition of the productivity paradox (Hochstrasse993, sekin & Pervan, 200}
“The productivity is static while the IS/IT expéndes are rising.”

Thorp (2001) says that we still exhibg&ilver bullet thinking" when it comes to IT.
We act as if, once determined, the benefits aswutiavith an investment will
automatically happen. However, simply identifyingdaestimating benefits will not
necessarily make them happen. Thorp (2001) corgjnpaying attention tdnow
benefits happen is as important, if not more imgrart than focusing owhat the
expected benefits are. Too often, thmw is taken for granted. According to Thorp
(2001) should not only the implementation process rbanaged, the benefits
management process should also be proactively rednag

Those two problems show a need for a better manawgeat the benefits that IS/IT
investments are to generate.

1.2.2 A change in the view of benefits

According to Truax (1997), see Lin and Pervan (30@iere has been a paradigm
shift in the view of benefits and that it therefseneeded to change the management
from passively manage the benefits to a proactimeagement of benefits, see Table
1.

Paradigm Shift for Benefits Realization (Truax, 799
Traditional Benefits RealizatiorNew Benefits Realization Principles
Principles
Benefits are stable over time. The potential benefits from
investment change over time.

The investment determines the na/The organization and its bogss
and scope of the benefits. context determine the benefits.

Financial returns represent the nAll the outcomes of an investme
valid justification for an investment. [represent potential sources of valu
It is sufficient to manage tlThe organization must be proactive
investment oealizing benefits.

generate the benefits.

117

—

Table 1Paradigm shift for benefits realization, Truax (1997 && and Pervan (2001)

1.2.3 Little work done in today’s companies

= Ashurst and Doherty (2003) found in their study ttlihe majority of
organizations and projects adopted the traditiomedsures of project success,
namely delivery on time and on budget, and thers kite evidence of any
explicit focus on benefits delivery.

= According to Ward, Taylor and Bond (1995), see Begton and Baccarini
(2004), IT is not delivering business benefits lseaonly 10% of the
organizations have a process for managing the bewéiT projects.



= Kumar (1990) shows that only 30 % of the organoredi realize post
evaluation on a majority (75 % or more) of theifommation systems. He
means that a post evaluation is only carried thinauga fraction of developed
systems.

= According to Bennington and Baccarini (2004) 76%ogjanizations believe
that there is significant scope for improvementtiie management of IT
project benefits.

There are some challenges in the benefits managememand this together with the
paradigm shift show that there is a need for furtherk in this area. As Ashurst and
Doherty (2003) say there is a little focus on b#sefelivery and very few companies
have a process to realize those benefits (Wardpif &Bond, 1995, see Bennington
& Baccarini, 2004) but a majority of the companieslieves that there can be
improvement in this area (Bennington & Baccarifi02). This is something that lead
us to our purpose and our main question.

1.3 Purpose and main question

A great deal of writers have discusselat needs to be done to realize the value of
IS/IT investments, but it is very few that focus lwow this should be done. It is our
intention to give a proposition diow the benefits can be managed through the
different stages in the benefits management process

Frisk and Plantén (2004) have in their paper “Eatihg IT-investments: Learning
from the Past” made a review of 44 papers and fahad only an fourth of those
focused on the whole process which they expressmarkable since evaluation of IT
after all is a procedural activity.

The purpose of this thesis is to investigate how therature handles IS/IT
investments from a benefits management point ov\aed to make a comparison
between the literature and how the benefits frofiTI$vestments are handled at
Volvo IT.

The main question of this thesis work is as follows

“How should the benefits management process beiglesd to realize the
benefits of IS/IT investments?”

To be able to answer the research question aniutoinate our focus within the
research question, five sub questions were idedtifi

= What is business benefit?

= Which stages should a benefits management prooessi?
= What should be considered in the evaluation of fisfe

= When should the evaluation be performed?

= Who should have the responsibility for realizing tienefits?



1.4 Delimitation

First our main scoop was to find models to evalumaefits but we narrowed the
scoop to only look at the process of how to evalumnefits. This thesis focuses on
the literature presented in our theoretical framdwevhich is delimitation in itself as
there are a larger number of theories and appresamhgenefits management.

Our procedural approach to IS/IT investment evanahave made it impossible to
take a deep look into every little aspect but taabke to realize the benefits of IS/IT
investments we can not omit any part of the evalogirocess.

1.5 Central definitions

There are a number of recurrent definitions in thissis which can be seen to be
central for the comprehensive understanding of dbmetent. In the literature and
within different types of businesses these defingi can have different meanings.
This is why we will give our description and viewtbese central definitions:

Benefits management
In order to achieve and maximize the expected ltsndfom IS/IT
investments, some researchers have come up witls whyvaluating and
realizing the IS/IT benefits, Lin and Pervan (200dall this benefits
management.

Benefits management is often defined “d process of organizing and
managing such that potential benefits arising frohe use of IS/IT are
actually realized.”(Ward & Griffiths, 1996)

This process contains identification of potentia@néfits, their planning,
modeling and tracking, the assignment of respolitséisi and authorities and
their actual realization (OGC, Office of Governm@ummerce, 2004).

In this thesis, on the basis of what Lin and Perf2001), Ward and Griffiths
(1996) and OGC (2004) say, we have defined benefitsagement as:

“Benefits management is the approach of how to latile benefits
evaluation to realize the benefits of IS/IT invesita.”

Benefits management process
This is the process that evolves from benefits mament. Many writers use
the expressions “Benefits management process” @whéfits realization
process” for the same “process” and meaning. We lténosen to call it the
“Benefits management process”, and this is theesgion we are using in this
thesis.



Benefits realization
Similar to benefits management but with the foctigealizing instead of
managing. The essence of benefits realizatiomas to make good forecasts
but to make them come true ... and IS/IT on its dwas not deliver benefits.”
(Ward et al., 1996, pp. 215, see Lin & Pervan, 200116)

Business benefits
Financial and non-financial impacts together deteenthe businesysvalueof
an information systemBenefitsrefer to all positive impacts of an IS/IT
investment andacrificesto all negative impact¢Berghout & Renkema, 2001)

A benefit “is an outcome whose nature and value are consilere
advantageous by an organization.”
(Thorp, 1998, see Bennington & Baccarini, 2004)

Business value
IS business value ithe sustainable value added to the business byitBer
collectively or by individual systems, considerednf an organizational
perspective, relative to the resource expenditecpired.”
(Cronk & Fitzgerald, 1999)

IS/IT investment evaluation
“Taking a management perspective, evaluation is udbestablishing by
guantitative and/or qualitative means the worthiT to the organizatiof
(Willcocks & Lester, 1996)

“...the weighing up process to rationally assessvhkie of any acquisition
of software or hardware which is expected to imprthe business value of an
organization’s information systems.”

(Lin & Pervan, 2001)



1.6 Disposition

Our thesis consists of the following chapters thated in Figure 1. The lines indicate
the direction in which the information goes. Thentnered circles are the chapters in
this thesis. The sequence of the chapters is theschelow:

@ Introduction

v
@ M ethodology

« Scientific theory
e Course of actio

v
@ Theory

IS/IT investments life-
cycle — @ Discussion and
+ IS/IT investment Analysis
__evaluation | « Introduction
* Benefits management « Theoretical discussion
« Benefits management « Sub questions 6
poesss ] k. | * Main question Q Conclusions
e Theoretical summe - Discussion summery
@ v » Continuous research
Empirical study
« Structure and goals of
Volvo IT
* Models and Methods |
at Volvo IT We begin this thesis by introducing the problemaare

* Perceptions of how which this thesis has evolved fromhapter 1 The
t’/efl‘ef'tIST are handled at methodology(chapter 2) presents the background to our
oo scientific choices of method and our course ofoacti

Figure 1 Disposition of the thesis

The theoretica(chapter 3) is divided into three blocks first IS/IT investmgrwith
IS/IT investment evaluation and IS/IT investmefe-itycle. After this follows a block
with benefits management, that introduces the stubgad continues with describing
the benefits management process. The benefits reareag process is divided into
five stages, those five stages are followed througlhis chapter. The third block
summarizes the models that have been used in tteditsemanagement process.

The empirical study(chapter 4) begins with an introduction of Volvo IT and
continues with the models and methods used at Vdiv@ hereafter we present the
perception from the 16 interviews that were conedett Volvo IT.

In chapter 5 discussion and analysis, we compare the theotly @ir empirical
findings from Volvo IT. We start with mapping therefits management process to
the IS/IT investment life-cycle. Thereafter we diss the sub questions and this leads
us to our main question that is discussed on tlsés ki the stages in the benefits
management process. ¢thapter 6, conclusions, we present the answer to our main
guestion and the findings from this thesis are qrtd.



2 Methodology

In this chapter we give a short description of stifec methods and approaches. We
will give cause for which method and approach weehehosen. Further we describe
the course of action and realization of the study.

2.1 Scientific theory

When to choose a scientific research approach BateDavidson (1994) state that it
is very important to present which methods thatehagen used and which point of
view the writers have used as their standpoints Thiimportant so that the reader
knows what to expect from the different interpretas, validity and generalizations
that the writers have done and this is the purpbseis chapter.

Within the scientific theory there are two diffetemethodological approaches
positivism and phenomenologyThe positivistic view has according to Patel and
Davidson (1994) two main sources for knowledge, ttiirgs that we can observe
with our senses and what we can reason with ouc.ldgis important to make a
difference between belief and knowledge, and onhawd conclusions from

information that is secure, exact and clear. Thensist should according to the
positivistic approach focus on facts and searcltdmisal connections and basic laws.

The aim ofphenomenologyis, according to Esterby-Smith et al. (1991), todg
human phenomena without considering questions eir tbauses, their objective
reality, or even their appearances. This meangttigahot possible to separate the one
who observe from the observation and that the studhether we like it or not, is
going to be flourished by our expectations and ipres experiences. (Esterby-Smith
et al., 1991)

2.1.1 Quantitative and qualitative method

A distinction is often made between two differerdgthodical courses of action. These
two methodical procedures are called quantitative gualitative methodQualitative
research is distinguished froquantitativeresearch in that quantitative research is
concerned with frequency while qualitative researshconcerned with abstract
characteristics of events. (Backman, 1998)

Quantitative methods are, in contrast to qualitative methodstenformalized and
structured. Examples of quantitative methods arepeements, tests and
guestionnaires, and they often result in numericutations (Backman, 1998).The
advantage is according to Easterby-Smith et aBY}1L¢hat they are economic and not
so time consuming. The disadvantage is that theyrdlexible and do not contribute
to a processes or significations that people pwations.

Qualitative researchers maintain that many natural propecaesiot be expressed in
guantitative terms; they will lose their realityeikpressed simply in quantitative terms



of frequency. The advantage of a qualitative metiscaccording to Backman (1998)
that it results in a deep understanding of theailta and contributes to develop new
theories. The disadvantage is that it is time comsg and it can be difficult to
analyze and understand the data that has beenctedll¢Easterby-Smith et al., 1991)

2.1.2 Inductive and deductive approach

Researchers often use the word research approaahitvtomes to tacking a problem
area. Based on this fact it is possible to distisigwhich type of research that is
ought to be done. Backman (1998) means that herfield of science is mainly used
two different strategies to reach a conclusioductiveanddeductive The inductive
way of gathering information starts with gatheritite empirical data to base the
conclusions on. The deductive approach takes astamt in general principles in the
theory to make more specific conclusions of sirelents in the empiric. (Backman,
1998; Wiederheim-Paul & Eriksson, 1999)

2.1.3 Our approach to the scientific theory

The phenomenological approach has been followetthi;mthesis since the purpose
has been to create understanding throughout irtitpyn of the theory and the fact
that it is impossible to separate the observer ftoenobservation. We have gathered
knowledge from persons with great experience within problem domain. We are

aware of that the gathered knowledge is flourishgdour own interpretations and

experiences but we have tried to stay as objeesveossible.

Our main domain is benefits management which israptex area that is dependent
of its context. Since the purpose of the qualimtmethod is to seek a deep
knowledge, where the understanding of the totaditin the centre, we felt that this
was an approach that suited us very well.

This thesis has used a deductive approach wherehave made an empirical
expedition with the theory as our base. In the yamislthe empirical reality is tested
against the “facts” that are stated in the thearg aur thoughts and findings are
iluminated.

2.2 Course of action

[ Discussion ] —
Problem area

Literature- Main question
Direction ‘ study Delimitation

Interview templat

AFIPUT

xAnalvsis , ‘

UOTSSNISI(]
SUOTSN[OUO))

Figure 2 Course of action

After the direction of the work was establisheditardture study was initiated to
obtain a comprehensive picture of the subject. Ha literature study and the



continuous discussion the structure and propouiaie thesis developed, see Figure
2. Along with the understanding of the purpose fté thesis the literature study
reduced and together with the discussion it reduitea problem area, main question,
sub questions, delimitation and interview templatee analysis was an iterative
process where the two information elements of thesis, the theoretical element
(literature) and empirical element (interviews) erérought together and compared.

The purpose with this course of action is to figdgt a theoretical view and

understanding of the problem area, and then lodkeateality and compare this with

the theory. In the comparison we expected to find bf arguments and answers to
the man question of the thesis.

2.2.1 Literature study

The empirical work was preceded of a literaturedgtto get a general view of the
subject and an insight of earlier researches withiea problem area. Since our
problem domain revolves around a subject that iteua constant evolution we aimed
to find articles from the scientific frontline. Tdugh scientific literature, articles and
dissertations have researches within the subjeen Ipenetrated. The articles were
obtained from the article database of the Econdmitaary of Gothenburg
University. The databases that we mainly used Wesxlemic Search Elite, Emerald
Library, Science Direct and Wiley InterScience. iélgs were also obtained from
different scientific journals as the Electronic dwl of Information Systems
Evaluation, European Management Journal, InternmatiQJournal of Information
Management, International Journal of Project Manzgyd, Journal of Information
Technology and Project Management Journal.

In the literature study the initial search was widet gradually it narrowed and was
limited to specific literature within the problemiea. We narrowed the search to
specific words; those words were benefits managgniemefits realization, I1S/IT
investment and benefits evaluation. We also sedrérefrequently referred articles
found in the reference list in our already posseéigerature.



2.2.2 Empirical study

The work at Volvo IT started with a comprehensiverview of processes and work
flow. We had a continuous dialog with our superkidogrid Rodesjo, to get a view
of Volvo IT. We also used Violin, the intranet abNo IT, to further understand and
penetrated how they worked and to get a deeperrstagieling of different work
processes.

1) Instructor

2) Initial set | 1) A continuous dialog with Ingrid Rodesjé to get awiof
of interview. Volvo IT and to get help to contact people to iniew
2) Initial set of interviews were made to get a pictafehe

— : problem area and to choose which roles to interviewhe
[ 3) Main |nterV|ews] main interviews

3) The maininterviews which were part of our empirical
2.2.2.1Interviews study

We held a continuous dialog with our supervisoMatvo IT, Ingrid Rodesjo, since
she had a very god comprehensive picture of Volvehe helped us to get an insight
of how things worked and which roles and persoas Was suitable to select for our
interviews.

Initial set of interviews

To get an understanding of the models that are usedolvo IT we started to
interview two respondents who had a broad knowledgrit the different models that
affected Volvo IT's IS/IT investments. We also caoted an interview with a
consulting firm, Acandofrontec. This was to get iaw of how those matters are
handled in other companies and to get a view obtst way of managing benefits of
IS/IT investments.

How to select people to interview

We selected people to interview out from the rdhest the literature states that are
participating in the benefits management processgdt a comprehensive view of
how the benefits were handled within Volvo IT amldbe able to answer our main
guestion in the best way we decided to categoheeréspondents that were chosen
for our main interviews into three categories. Whicategories to choose were
outlined from discussions with our supervisor tbgetwith the findings in the initial
set of interviews. Since our result tended to beéhm management area, managers
became an obvious role to interview. People in agament positions are also in
contact with a large amount of projects and knowv llee benefits are presented in
the projects, managers became the first categdng. Jecond category that was
chosen for interviews was people within the busirntescapture their opinions of the
problem area. People within projects became thedategory. This category was
chosen to get a more practical view of how the benare handled in the projects and
project managers were an important role in thiegaty.

Main interviews

We created our interview questionnaire, see Apperati the basis of our theoretic
framework and according to some instructions fromalk (1996) that writes about
the thematic view, a view that suites well when iherview is attended to circle
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around a subject. Kvale (1996) writes that therinésv gets structured but that the
respondent despite this gets the opportunity tavanspontaneously. This view suited
us well because we did not wanted specific ansawemvery question. This made it a
little bit harder to conduct the interviews. Theegtions were altered many times
before the interviews started. In this process wd & continuous dialog with our
academic supervisor Elisabeth Frisk to meet thélero&c standards and to align the
guestionnaire with the main question, the sub dquestnd the theory. Our supervisor
on Volvo IT, Ingrid Rodesjd, was also highly img@ted in this process. She helped
us with presenting possible answers to our questma aligning our definitions with
the linguistic level on Volvo among other things.

The interview contained a descriptive view, witk fhurpose of catching the opinions,
attitudes and experiences that the respondentegsess within the problem area, and
normative part with the purpose of getting the oesjents picture of how the benefit
handling could be improved. Since we were lookiogthe opinions and attitudes of
the problem area the qualitative way of performimtgrview was the natural choice.

In our main set of interviews we performed intemsewith 16 persons chosen
according to the premises described above. Theviates varied from 45 minutes to
1,5 hours. We chose to record the interviews whin knowledge that this might
inhibit the respondents. But this made it possibfeus to focus on the interviewing
instead of getting the answers on paper. To gainardhe fact that they might be
inhibited by the recording we informed the respamnséhat nothing that they said
would be presented with names and we sent a sunwherijat was said so they were
able to confirm our interpretations of their anssvérhose confirmations are the only
material from the interviews that is used in tihiedis.

2.2.3 Challenges to our methodology

Due to the approach that we have chosen in ouradetbgy it is not appropriate to
discuss validity and reliability. We will insteadsduss different challenges that we
had to overcome along the way of our journey betwt® ‘real world’ and the
‘theoretical world’. According to Seale (1999%uality is an important fact in
qualitative research, but Seale (1999) means thatis not something that can be
encapsulated by the terms ‘validity’ and ‘relialyili We have tried to maintain
quality by providing trustworthiness throughout auork with this thesis; however
this has not always been an easy task. Thereforngrege=nt some challenges that we
had to overcome:

= Creating the literature framework
It has been a challenge for us to clarify all teeris that are used when it
comes to handling the benefits of IS/IT investmeifise problem was that
there is not an established definition of the temsch means that they are
used with different meaning by different authors.

As we have written in our theoretical frameworkréhis a plethora of benefits
management approaches. A problem that we have hadmich methods to
chose. But since Bennington and Baccarini (2004)tri@r Group (2002) and
OGC (2004) use almost the same comprehensive stageisought that this
was a good base to start with.

11



Gathering interview data

It took quite a lot of time before we got a pictwkwhich roles that were

suiting to interview at Volvo IT. But with help fre Ingrid Rodesjo and our

initial interviews we think that we managed to seliiree relevant groups to
interview. By interviewing different roles from thiaree categories we got a
good view of how the benefits are handled withilwdd T and ideas of how

this process could be improved.

Balance between academic and empirical demands

A challenge that we felt was to contribute bothte theoretical framework
that lies within our problem area and to contribtiwe how the benefits
management process could be improved at Volvo Utklly our supervisor at
Volvo IT were very understanding of the demands tere set up from the
academia, even since the demands were quite diffeve still felt that we
managed to strike this balance quite well.

What but not how

A challenge was that many authors had consideedubkstion of what should
be done when it comes to realizing the benefitksSA investment. However
we found very few authors that handled the questiohow this should be
done. Our ambition has been to describe how itlshoe done, but since it is
very few authors that write about how, it is maiolyr empirical study that
together with our own thoughts that can be usecdh dsase for drawing
conclusions.
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3 Theory

Since this thesis aims to answer the question; ltownealize the benefits of IS/IT
investments through a benefits management prosesbave chosen to first describe
the IS/IT investment life-cycle. (The IS/IT investmlife-cycle is later on, in our
discussion, going to be mapped against the benefismagement process.) A
categorization of IS/IT investments is made bectusdenefits management process
is a tool to realize the effectiveness benefits ardy efficiency benefits of IS/IT
investments. Further the benefits management psoisepositioned as a formative
evaluation approach.

In the chapter benefits management a short intrtdaods given to the subject. The
main chapter, benefits management process, desci@b&omprehensive benefits
management process based on different benefits geament approaches found in the
literature.

3.1 IS/IT investments

3.1.1 IS/IT investment life-cycle

According to Willcocks and Lester (1997) there drnee phases of the IS/IT
investment life-cycle:

= Feasibility/Proposal
= Development

*= Implementation

= Post-implementation
= Routine operations

3.1.2 Evaluation of IS/IT investments
According to Farbey et al. (1992) evaluation caneséour different objectives:

1. Evaluation may be used as a part of the procegsiification of a system

2. Evaluation enables an organization to make commasidetween different
projects competing for resources

3. Evaluation provides a set of measures, which en#ide organization to
exercise control over the project

4. Evaluation and the subsequent measurement and dsopawith actual
achievements provide the learning experience whghecessary if the
organization is to improve its system evaluatiod davelopment capability

Because of the growing concern about the effecéiggnof information systems
expenditure there is an increasing need to re-thpproaches to the evaluation of
information systems in order to demonstrate busibesefits from these investments
(Remenyi & Sherwood-Smith, 1999).
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Evaluation of efficiency and effectiveness projects

According to Lin and Pervan (2001) it is importantdistinguish between the different
types of IS/IT investments if appropriate evaluaticriteria are to be applied when
justifying projects. The way that Fitzgerald (1998) suggests when e to
categorizing IS/IT projects is to divide them imtificiencyandeffectivenesprojects.

Efficiency projects are defined as one that seeks to reduce the tp&rimrming a
particular process or task by utilizing informatitechnology. It does not seek to
radically change the nature of the objectives thase tasks and processes were
devised to fulfill, it simply seeks to achieve tbeme objectives at lower cost, i.e. to
perform existing tasks more efficiently. (Fitzgetal998)

The basic objectives ddffectiveness projectsare not simply to reduce the costs of
performing existing tasks but to identify ways afiyy different things which better
achieve the required results. Effectiveness prejece not addressing efficiency
criteria but seek to improve organizational effestiess. The justification for
effectiveness projects must be based upon effewtsse criteria, for example,
increased functionality, better products and sesjicmproved presentation or image,
enhanced competitive positioning, etc. Making seffactiveness justifications is not
impossible but it is a much more difficult procéisan making a financial case on the
basis of efficiency improvements. (Fitzgerald, 1998

The main reason for this increased difficulty isdngse there is an extra stage of proof
to be gone through, see Figure 3. In efficiencyguts the benefit is reduced cost and
this is relatively easily identified and quantifielor effectiveness projects it is not

just necessary to identify the benefits, for exasipétter service, but also that the
recipient of those benefits will recognize and eallne improvement and change their
behavior in some positive way as a result. (Fitzlger1998)

| INTEANAL L~y
Effectiveness Projects : |

Concept

Efficiency Projects

T | | | Implementation | . stage 1

| Concept | | ‘
[ A4 ! |

' Implementation

EXTERNAL | o
‘ Effect on

T Beneft | _Environment ||
| |{Reduced Casts)| | , L

L_Change | {
N !

Benefit 2 \

Figure 3 Evaluation of efficiency and effectiveness projedtggErald (1998)
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Summative and formative evaluation

Summative evaluation which frequently is only performed once, is noeliw
designed for the purposes of improving the managémé an IS/IT investment
(Love, 1991, see Remenyi & Sherwood, 1999). Thisasonly because summative
evaluation is normally not reiterative, but alsocdnese it will usually focus on
financial or other operating statistics. In orderimprove the management of an
investment a different evaluation approach is negli This approach is sometimes
referred to aformative evaluatioror learning evaluation. (Remenyi & Sherwood,
1999)

Kumar (1990) describdsrmative evaluation as a continuous evaluation process that
feeds back information during systems developmenhelp improve the product
under development. For the most useful resultsnéiramous evaluation process needs
to begin during the systems development and coatimiil the information system is
eventually commissioned. In the formative evaluatigser staff and operational
management are now included in the evaluation eetls a commitment to evaluate
how well the technology supports the day-to-dayraj@en and whether the proposed
information systems are effective in business testmgperational level. (Remenyi &
Sherwood-Smith, 1999)

The focus of this thesis is the benefits managerapptoach, a formative evaluation

approach, for evaluation of IS/IT investments vatfocus on realizing the benefits. In

the next chapters benefits management is introdudeid approach has been a base
of our theoretical and empirical study and the psscis explained closer in chapter
3.3.

3.2 Benefits management

Benefits management is, as mentioned in Lin and/&e 2001), the procedural
approach of how to manage the benefits evaluatiorealize the benefits of IS/IT
investments. Benefits management complements aedapg investment appraisal in
the business case. While investment appraisal gesvithe justification for the
investment, benefits management allows organizatioplan for and achieve the
benefits. Costs and benefits cannot be viewed olatisn and the benefits
management process and the overall investmentiappshould be planed together.
The ongoing costs and risks will usually be momithrbut the anticipated benefits are
not so easy to define and quantify. Benefits mameme ensures that business change
achieves the expected results by translating bssirabjectives into identifiable
measurable benefits that can be systematicallkechd OGC, Office of Government
Commerce, 2004)

The benefits of IS/IT investments are supposedetoetatebusiness valudor the
business. It is not obvious what business valuegni how it is created in an IS/IT
context. Cronk and Fitzgerald (1999) propose thigeensions of business value:

1. System dependent dimensiowalue added to the organization as a result of
the system characteristics, such as downtime, nsgpiime or accuracy.

2. User dependent dimensiowvalue added to the organization as a result af use
characteristics, such as improved skills and alsuthat may result in more
effective usage.
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3. Business dependent dimensionalue added to the organization as a result of
business factors, such as alignment between systdrbusiness goals.

Gartner Group (2003) describes five essential getsges that have to be considered
when trying to reach business value of IS/IT, sabld 2.

Five Pillars of Dynamic
Benefits Realization

Strategic Weight the importance of midterm/long-term alignmngn
Alignment of this initiative to organizational goals.

Business Weight the organization's requirement to have |the
Process capacity to rapidly and radically change business
Impact processes in line with changing business conditions

Architecture Weight the importance placed on adherence to| the
organization's overall IT architecture as a criterior
the achievement of IT value.

Direct Weight how important it is to get direct paybacknr
Payback IS/IT investments to the organization.
Risk Weight the organization's tolerance for risk tdfdilure.

Assessment If any level of IT disruption would cause serioosid-
term ramifications, this would be rated highly.

Table 2Five Pillars of Dynamic Benefits Realization, Gart@moup (2003)

3.3 Benefits management process

There is a plethora of models, methods and appesatttat are aimed to assist in the
benefits management process. We have reviewed sintbe most established
benefits management approaches. Bennington andaBiaic€2004) have in their
research of the process of benefits managemenn thke benefits management
approaches and distillated four stages. Those $tages, plus the additional stage
“Potential for further benefits”, are also found tine Process Model of Benefits
ManagemenfWard et al., 1996, see Lin & Pervan, 2001). Thakes the stages in
the benefits management process as follows:

= Benefits identification

= Benefits realization planning
= Benefits monitoring

= Benefits realization

= Potential for further benefits

Since our focus ikow the benefits management activity is to be donehawee taken
another look at some of the approaches reviewdsieoyington and Baccarini (2004)
and complemented those with two additional mode¢sFigure 4. Under each stage it
is presented which activities the different writetggest.

3.3.1 Benefits identification

In this first stage of Bennington and Baccarinid0@4) benefits management
approach the benefits of the IS/IT investment that be most relevant and
convincing to decision makers are identified andwheented.
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The identification procedure

The methods, suggested by Bennington and Bacc&®4), when it comes to

identification of benefits are interviews and wdréps with key stakeholders. OGC
(2004) as well as Bennington and Baccarini (200#tes that the benefits

identification should be a joint effort between theject manger and the project
stakeholders. According to Remenyi and Sherwoodt5(B98) a key aspect of this
process is that the stakeholders learn to understatter what is required and what is
possible.

Ashurst and Doherty (2003) agree with Benningtoth Baccarini (2004) that the first
thing to do in the benefits management procesddastifying and enumerating the
planned outcomes of an IS development and dec&lentans by which they will be
achieved. OGC (2004) says in their approach thatvery important to optimize the
mix of benefits. This is done by choosing the sswr system option that delivers
the best value to the organization for the giveh &febusiness objectives and
circumstances. Their proposition to do this is bytfplio management.

Ashurst and Doherty (2003) mean that benefits ifleation should be conducted, in
more detail, for every individual project. In theiesearch of a couple of IS
development projects they found that virtuallytak projects that participated in the
study focused on technology delivery rather thagapizational change and benefits
realization; in no case were specific measurebdénefits defined.

According to Ward et al. (1996), see Lin and Perfz001), the potential dis-benefits
of the system should also be considered, i.e. wtiatrse impacts on the business or
organization it could have. The benefits shouldnth®e structured in order to
understand the linkages between technology efféxtsiness changes and overall
business effects.

The contribution to business strategy

OGC (2004) suggests development of an investmeategly to identify which
strategic outcomes that the IS/IT investment gdasraseen from a business
perspective. Remenyi and Sherwood-Smith (1998)tisaly planed outcomes should
then be aligned with the IS/IT strategy and so dalirectly contribute to corporate
objectives. In the Active Benefit Realization apgeb by Remenyi and Sherwood-
Smith (1998) they underline the importance of ahgnthe business opportunity to
the strategy of the organization, as expressetshyritical success factors.

Fitzgerald (1998) emphasize this when he says ahaimportant thing to do is to
identify to what extent the project contributesthie overall business strategy of the
organization and chooses the project with the laglentribution. This is a key
element in the justification of effectiveness potge which all should make a
contribution to business strategy and needs toskebkshed if the project is to be
approved. This task also needs to be performedffimiency projects, not to establish
any contribution to business strategy, becausenbt necessary that they make any,
but it is essential to establish that there is egative contribution, or unhelpful
impact, on the strategy. (Fitzgerald, 1998)

Second order effects
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Identification and analysis of what is termed ‘setrder’ effects (Hochstrasser,
1990, see Fitzgerald, 1998); these often appeasuagrises when they occur

(Willcocks, 1994, see Fitzgerald, 1998). Whilst atitsuch effects can be predicted
many can, and it is worth attempting to do sosli@icase of trying to assess the
potential impact of the system, particularly innter of the social, political and

organizational context. Any project that impactesorelationships, sources of power
or organizational structures is likely to have setorder effects. To involve people
most directly affected by the system in the tagk provide them with the opportunity

to influence events is one way to predict and assesond order effects. Another
approach is to conduct a pilot study of the systeith the express objective of

exploring second order effects. (Fitzgerald, 1998)

Implementability

Fitzgerald (1998) also means that it is importantriake an assessment of how
practical or implementable the project is. Manyjgcts are only evaluated on the
potential cost and benefits that they provide, aaotequally important factor is
whether those benefits will actually ever occur.stevaluations ignore the fact that
some projects are considerably more difficult toplement than others. The
potentially most beneficial effectiveness projeats likely to be the most difficult to
implement because of the degree of change thatrétgyre, not just technically but
also organizationally and politically. (Fitzgerali§98)

3.3.2 Benefits realization planning

Thorp (2001) says that investing in IT is no longemarily investing in a piece of
hardware or software; it is investing in t@cess of change itself
The reality of this more complex world is that:

= Benefits do not just happerwhen a new technology is delivered

= Benefits rarely happenaccording to plan

= Benefits realization is a proces¢hat can and must be managed, just like any
other business process

OGC (2004) underlines the importance of doing a agament plan that describes
how the organization wishes to manage and achiewmeflts from any investment in

business change. Ward et al. (1996), see BennirggtdrBaccarini (2004), means that
without a plan it is difficult to predict how anganization might effectively realize

business benefits. Therefore the planning of beneiust occur prior to the project
being approved for implementation. According to Biegton and Baccarini (2004)

this plan should outline:

Where in the business the benefits should occur

Who in the organization will receive the benefits

Who in the organization should be responsibletieirtdelivery
How the benefits are linked to the project output

Action required by stakeholders to ensure deliarhe benefits
When the benefits will be realized

According to Ward et al. (1996), see Lin and Perf2d01), specific responsibility for
realizing the benefits is allocated within the Ingsis for each benefit, the list of
benefits required must be agreed by the managevsendictivities are affected by the
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investment. The task is to consider the stakehsld&ecting delivery of each benefit,
and the changes and tasks needed to ensure delivegrder to make a fully
informed decision as to the viability of the propdsproject, the required business
changes are planned for and assessed, and a beeafization plan is produced at
this stage.

Measurement of benefits
Glideman (2000) states that the fact that businelse of IS/IT investments can not
be measured is just an illusion caused by threie basasurement misunderstandings:

= The object of measurement is not understood
= The concept or meaning of measurement is not utobers
= The methods of measurement generally are not wekrstood

He means that once these misunderstandings aredlep, measurement is possible.
Glideman (2000) describes a clarifying exercisdive stages of how to do when
measurement looks impossible:

If something is better, then it is different in spralevant way

If something is different in some relevant way rtlieis observable

If it is observable, then it isountable

If it is countable, then it imeasurable

If it is measurable, you caralue each unit and, therefore, value the benefits

ar®ONE

"If you can't measure it, you can't manage Thorp (2001) says. He means that
measurement is the key. According to Thorp’s BeésdRealization Approach it is
important with relevant, accurate and consisterdsuees of the performance of each
program, and of the projects within them. It mustdetermined what to measure and
when to measure it. The criteria for designing affe measurement systems are
according to Thorp (2001):

Make sure measures exist

Measure the right things

Measure things the right way, and

Make sure measurement systems guide decisionscéind a

According to Thorp (2001) the fundamental concepitdoenefits realization help
organizations deal effectively with the issue ofaswwing value in four important
ways:

= |dentify theoutcomesto measure, and how to measure them

= Show the reasoning about thiekages relating programs and projects to
outcomes, making it easier to understand whattsggomn

= Make measurementcome alive by clearly tying accountability to mesesl
results, and

= Take action based upon measurements through full cycle gomema

Key Performance Indicators (KPI)

Key Performance Indicators are quantifiable measargs, agreed to beforehand,
that reflect the benefits of an IS/IT investmenhey will differ depending on the
IS/IT investment. KPIs help to define and measumggess toward a goal. Once an
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IS/IT investment has been analyzed, all its stakisne identified, and the benefits
defined, a way to measure progress toward thosefibers needed. Key Performance
Indicators are those measurements. (About, 2004)

Bennington and Baccarini (2004) and Ward et al96)9see Lin and Pervan (2001),
suggest that Key Performance Indicators (KPI) aeed allocated to IT project
benefits. Bennington and Baccarini (2004) contirtaesay that project benefits
without KPIs are of little value and there shoutdro valid reason why measurement
of benefits should be a problem. The advantagedeweloping KPIs for project
benefits include:

= Enables stakeholders to assess whether the plareregfits of IT projects
have delivered

= |dentifies the project benefits to measure, andnatbaneasure them

= Facilitate action based upon KPI measurements

= Clearly links accountability to measured benefits

= Assists the project in being funded

According to Bennington and Baccarini (2004) mdrent half of the project managers
do not assign KPIs to project benefits. They teamdotus on managing deliverables
rather than the benefits that should result froitization of the deliverables. This is
something that Bennington and Baccarini (2004) fiedy surprisingly because they
mean that every benefit should be expressed irstédrat can be measured.

Facilitation group

In his approach, Fitzgerald (1998), it is advideak there be a small group within the
organization whose role is to facilitate any evabraprocess. They shoulibt be
responsible but they should ensure that the evatutgam is set up in the first place,
ensure the on-going process, and guide the tedheiapproach. They should also be
repository of evaluation experience and organipafiolearning. According to
Fitzgerald (1998) the idea is to link closely thasks and responsibilities of
evaluation, development, and implementation togetioeensure success and it is the
evaluation team that is empowered to commit togdregect and is responsible for
ensuring its success in the terms that have bderede

Evaluation team

Kumar (1990) means that in order to ensure thepedéence of evaluation and a
more global set of criteria than those conceivedheydevelopers, evaluation should
be managed and performed by people other than #mabers of the development
team. The mechanism for performing post-implemamagvaluation may either be
an independent quality assurance group or a nmtakiekolder evaluation team led by
the users.

Remenyi and Sherwood-Smith (1999) also suggestatlgaoup of individuals should
be established who will be responsible for conagcthe work to ensure the success
of a formative evaluation. This work is best cortddc by a team comprising
representatives of the ultimate users, the manageare the information systems
developers. It is usually very much better if thieup is chaired by a user who will
accept responsibility for the development. It igpartant to focus on the fact that the
evaluators are primarily communications agentslifattng a constructive dialogue
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between the various stakeholders and thereforademable care needs to be given to
ensuring that everyone understands each othernidasis that issues need to be fully
aired and that firm positions should not be takanl @ll aspects of the information
systems have been debated in full.

3.3.3 Benefits monitoring

Benefits monitoring compares project results wite benefits realization plan during
the project and assesses if any internal or extetmanges have occurred that will
affect the delivery of planned benefits. It is resagy to monitor the benefits of IT
projects because issues arise that may preverdelheery of the benefits. It is also
possible that, at this stage, further benefitadentified. (Ward & Griffiths, 1996)
According to Lake (2001), see Bennington and BawocgR004), reasons why
organizations do not monitor the benefits are:

= Lack of experience and/or business awareness

= Focus on managing the deliverables rather thabehefits

= Insulation from the benefits that come from whersibess management is
responsible for users

= Lack of focus on the people who will enjoy the bigee

= Emotional commitment to the continuity of the prij@and so not open to
changes to benefits that threaten project viability

= Lack of tools to help ensure that benefits willdedivered

According to Ward and Griffiths (1996) to be albdenonitor benefits organizations
have to actively overcome and handle the challenggsbenefits monitoring.

Ashurst and Doherty (2003) call the benefits mamp stage for benefits delivery
and define it asthe execution of the set of actions necessaryetlize all of the
benefits specified in the benefit plarConsequently the process of benefits delivery
typically runs from project initiation, after apmal of the business case or benefits
realization plan, through to completion of the prdj Benefits delivery focuses upon
the organizational change necessary to facilitateefits realization, rather than the
delivery of the technical solution.

Proactively managing change

Thorp (2001) states that organizations will onlglize benefits through change, and
equally, change will only be sustained if benedits realized, and seen to be realized.
The Benefits Realization Approach by Thorp (2008quires people to change how
they think, manage and act. This will be difficatid often painful changes and they
will not happen by themselves. After you got theaeemess of the need of change you
must understand the full extent of the planned ghaithorp (2001) means that only
by understanding of and commitment to the planrethge you got the capability to
take the right actions.

When we have the understanding necessary to boiitdretment, to fully understand
the scope of what we are committing to, then, anlg then, can we act with any
reasonable chance of success. Many organizatien®eaking for simple models for
change, but there are no simple solutions and whik silver bullet thinking
organizations will continue to fail. (Thorp, 2001)
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Continuous evaluation

The Active Benefit Realization (ABR), developed Rgmenyi and Sherwood-Smith

(1998), is a process for managing information swystedevelopment through a

continuous evaluation approach. This process regudctive participation during

project development from the primary stakeholdectuiding line managers and users,
financial staff and information systems developers.

The ABR-process requires a direct and continuousugdoon business benefits
realization and is based on a contingency philogoptich means that the actual
information system outcomes as well as the devedspnactivities, tasks and
participating roles of the stakeholders are dynathroughout the duration of the
project. It is fundamental that the principle stadelers of the information system are
identified at the onset and that they accept andeatheir continuous involvement.
(Remenyi & Sherwood-Smith, 1998)

3.3.4 Benefits realization

The benefits realization should according to Farbegl. (1992) be performed in the
beginning of utilization of the IT product and ontéas been in operation for some
time. They mean that it is first then the beneditshe I1S/IT investment are actually
shown. Benefits realization involves a comparisetween planed benefits and the
benefits that are actually delivered. This revielofvs the implementation of the IT
project and analysis what was, and was not, actlieMany organizations fail to
review whether the planned benefits of IT projd@se been achieved. According to
Bennington and Baccarini (2004) possible reasonmstHis might be that it is too
difficult, that the benefits realized are tangladgeneral business areas and therefore
not easily identifiable. Another reason might battthe organization does not have
the resources to do the benefit review becaudeegbitessure to deliver other projects.
(Bennington & Baccarini, 2004)

Ward et al. (1996), see Lin and Pervan (2001), méhat the previously developed
business measures are used to evaluate the effettie project. Review of 'before
and after' measures provides an explicit deviceef@luating whether the proposed
business benefits have actually been realized. @atuation, which should involve
all key stakeholders, has several purposes:

a) To maximize the benefits of the particular project

b) To provide experience for other future projects

c) To identify what was achieved, what has not beéeaed, and why; and
d) To identify any unexpected benefits that have digtb&en achieved.

Benefits review

Ashurst and Doherty (2003) use the term “beneftgew” in their best practice
framework. They define the term benefits reviewtlas “process by which: the
success of the project in terms of benefit delivergssessed; opportunities for the
realization of further benefits are identified; afessons learned and opportunities
for improvement in future projects are identified.”

According to Ashurst and Doherty (2003) the laclspécific focus on benefits earlier

in the life-cycle makes the lack of benefits in tlager stages quite obvious. The
projects that they analyzed were all successfuieesnology projects but they mean
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that there is insufficient evidence to assess theacess in benefits terms. It is also
interesting to note that as the project teams wygieally disbanded as soon as the
solution had been implemented, there was no onggpmovision for evaluation or
benefits review.

The empirical results of Ashurst and Doherty (206t8)dy have shown that there is a
significant gap between the best practice framevwrdsented in the theory and the
practice of benefits realization management. Thgorita of organizations and
projects studied adopted the traditional measurgsaject success, namely delivery
on time and on budget, and there was little evidesfcany explicit focus on benefits
delivery of business change.

3.3.5 Potential for further benefits

It may become apparent that, after the benefitézegen, further benefits are now
achievable, which were not expected in the begmnihhis stage provides the
opportunity to plan for and realize these furthendfits as well as to learn from the
overall process. (Ward et al., 1996, see Lin & Ben2001)

When the formative evaluation cycle is completad important to update the picture
that was established at the beginning of the pso¢Bemenyi & Sherwood-Smith,
1998). Another key aspect of this process is thatstakeholders learn to understand
better what is required and what is possible.

The benefits review may identify opportunities fealization of benefits which were
not identified at the start of the process. Suchoojunities may arise at any time
during or after the process, and mechanisms shbeldn place to capture these
opportunities and exploit them, by bringing these benefits within the scope of the
IS/IT investment. (OGC, 2004)

Organizational learning

There is a growing acceptance that organizatiosaining should be an important
element of IS/IT management (Ward & Peppard, 2868,Ashurst & Doherty, 2003).
It is likely that the ability of organizations tedrn will greatly contribute to their
success in realizing benefits from IS/IT investrsent

The benefits review presents the opportunity foe #wvaluation team and the
organization to learn from the results. This leagniespecially after a number of
projects have been evaluated, may lead to significaprovements in subsequent
evaluation projects. Whatever the outcomes thisilshibe absorbed in the evaluation
culture and so engender confidence in future evalm Too many post-
implementation reviews, if they are performed &t ale treated as witch hunts to
identify guilty parties where things have gone wgomather than as a valuable
learning opportunity. For this to occur, the evéilua culture needs to be made open
and non-threatening. The establishment of the atialu facilitator role in the
organization is important in this respect. (Fitzdey 1998)

3.4 Responsibility for the realization of benefits
Fitzgerald (1998) has a discussion about who shpettbrm the evaluation process.
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He thinks that because of the wide ranging natéirthe evaluations proposed it is
impossible for this to be purely an IT departmesktand responsibility; they neither
have sufficient business nor line responsibilitheTsame reasons are applicable for
why not the finance department should be respansibis preferable for the area of
business with prime interest in the successful@ute of the project to be responsible
and have the major role in undertaking the evadnati Fitzgerald (1998) means that
the nature of the project will determine who shobkl involved, but for strategic
systems that cross departmental and organizatiooahdaries the process should
contain a senior executive who has the resportsilidir business strategy and should
involve people from all areas of the business #nataffected. The IS/IT and finance
functions should be involved in an advisory rattiean a controlling capacity. He
means that the overall responsibility for the eatibn has to be with the people who
are going to make it happen in a business sertise groject is approved.

While program and project teams will be involvedpiojects which deliver business

change, the ones that are responsible for managity realizing benefits, are

according to OGC (2004) the business users anth#mgers. OGC (2004) mean that
the project owner is responsible for ensuring trenagement of the process and
realization of benefits. Individual managers of ihass areas will be responsible for
actual benefits delivery.

WHO? HOW ARE THESE PEOPLE
INVOLVED?
Project Management Initiation of BM during project implementation

Delivery of project outputs
Information and measurement data during implementatjon

Project Steering Committee | Oversee the BM process
Identification of improvement or corrective action

Project Sponsor Continuous evaluation of project
Determination of fit to organizational requirements
Responsibility for project outcomes

Senior Business ManagemenPetermination of Business Drivers
Determining intervention and re-engineering of

processes as required

Line Management Collation of benefits measurement data
Implementation of process re-engineering
Monitoring progress of business improvements

Table 3Who is involved in the benefits management procdsp@an and Loch (2001)
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3.5 Theoretical summery

Figure 4 shows to what extent of the benefits mamamt process that the different
approaches cover. In the x-axis are the five stafjfze benefits management process
that was distinguished in the beginning of thisstbeln the y-axis are the five models
that we have used to create the theoretical framewihose approaches focus on
different parts of the benefits management proc&ssshown in Figure 4 most of
those approaches had their main focus on thehi@i§of the process.

\

Benefits management “framework”

First four stages distinguished from

“An Australian approach to BM”
Bennington & Baccarini (2004)

The fifth stage distinguished from

“Process model of Benefits Management”
Ward et al., 1996 see Lin & Pervan, 2001)

-

Benefits Management Approaches

Active Benefit Realization (ABR)

Remenyi & Sherwood-Smiths (1998)

A Multidimensional Approach

Fitzgerald 1998

The Benefits Realization
Approach (BRA)

Office of Government Commerce OGC

OGC (2004)

Towards a best practice to BM

Ashurst and Doherty (2003)

s More focus

EEEE BN B ]css focus

Figure 4 Summery of benefits management processes, by the authors
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4 Empirical study

Within the framework of the empirical chapter wdl \give a short description of
Volvo IT and the models and methods used for manege Further we present the
research findings from the interviews we have peré for this thesis.

4.1 Structure and goals of Volvo IT

The Volvo Group was founded in 1927 and has 76 @0ployees in 25 countries.
Volvo Group is one of the world’s leading manufaets of trucks, buses and
construction equipment, drive systems for marinel andustrial applications,
aerospace components and services. The Volvo Gadsp provides complete
solutions for financing and service. Figure 5 shdiveg VVolvo Group consists of eight
business areas - Mack Trucks, Renault Trucks, Vdlueks, Volvo Buses, Volvo
Construction Equipment, Volvo Penta, Volvo Aero afalvo Financial Services.

To support these business areas there are seusraébs units that provide additional
manufacturing development or logistical supporte Blsiness units are: Volvo 3P
Volvo Powertrain, Volvo Parts, Volvo Logistics, aWdlvo Information

Technology.

The Volvo Group Organisation

AB Volvo

Business | Mack Renault || Volvo Buses Volvo Volvo Volvo || Financial
Areas Trucks Trucks Trucks CE Penta Aero Services
Trucks
Business| 3;p
Units
Powertrain - ‘%ﬂ ' T T;,,,'
Parts

Wt ) :
= e % 3
Logistics 3 b
T =k — m =
Information Technelogy I RE.
— LI |

Figure 5 Volvo Group Organization

Volvo IT provides IT solutions and services for thetire industrial process, from
product development to manufacture, sales, aftémhand administration, including
IT operations and IT infrastructure. The rangea¥/ges includes Product Life-cycle
Management (PLM) and SAP solutions. Volvo IT's exgece goes back to the
1960s when computers first were used in the ingu3tnis has contributed to Volvo
IT’s position as one of the leading IT suppliershie automobile industry.
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4.1.1 Strategic focus — four key issues
To achieve the vision to become a ver
successful IT company Volvo IT has chosi
four key issues: Profitability and Growtt |,
Customer satisfaction, Global provider, at f
Attractive workplace. They are not unique ‘\
themselves, by all four plays a key role
achieving the goals.

@ Achieve significanProfitability and Growth

== Significantly improveCustomer satisfaction

= Substantially develop the capability to act &labal provider

= Keep the position as akttractive workplace

4.1.2 Business Operation Development Council

The BOD-council (Business Operation Developmenthaggs the internal business
development at Volvo IT. Their assignment is torgeor renew Volvo IT business
for the purpose:

= To make customers and co-workers more satisfied
» Increase the quality

= Increase the efficiency

= Achieve the strategic objectives, and

= Achieve greatest possible business value

The BOD-council affects the aredocess developmerandIT-
infrastructure/support

The capital request process
Capital requests should concern:

» Funding of strategically in-house activities withaege potential of increasing
internal efficiency

= Financing of strategic products approved by BODroilusuch as processes
models, methods, tools and supporting applicatibmerder to create an
efficient and cost effective organization.

Instructions for requesting capital from a council:

= Make a description of your case, by filling out t8eGDP documents for the
relevant gate, CIG Change Initiation Gate, Con&ptly Gate or other.

= You will be contacted by the secretary of the cdlusad you together will
schedule an appointment where you will presenteljaest for the council.
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4.2 Models and methods at Volvo IT

4.2.1 1S-GDP

IS-GDP (Information System Global Development Pssgés a model that is used by
the business areas and the business units frondemand side project control model
for IT projects, see Figure 6. The IT project masraguse this model to communicate
with the demand side using the terminology of ISFGD

Change
Initiation
Gate Concept
Study

Gate
Development

Gate

Final User
Development Launch Release End
Contract Gate Gate Gate Gate

Final Ind
Development li

Development Deployment

A

Figure 6 Picture of IS-GDP

IS-GDP was born in 2002 at 3P who needed a contoalel for IT projects. In 2003
the IT Governance started refinements to creatrsion to be applied in all business
areas and business units and since early 2004 IBi&Beployed.

Description of gates - how are the benefits managedS-GDP?

In the first gateChange Initiation Gate, there is a section that is called benefits
where the project manager is told to define whatgfoject will give the company in
terms of quality, time and costs and to quantify éffficiency gains.

In the second gat€oncept Study Gate a profitability analysis should be made. This
analysis contains an estimation of cost and saviogsther with a quantification of

efficiency losses and gains. An examination ofgihgects organizational impact, its
feasibility and a risk assessment should also b® do this stage of the process.
Further the projects alignment with the businesd e IS/IT strategy should be

examined.

In the Development Gatea comparison is made if there is more then oregradtive
solution.Final Development Contract Gateis the next step in IS-GDP. Here is the
profitability analysis looked over again to chedkanything has changed when it
comes to cost and savings. An approval is madeeifproposed solution fulfills the
business needs. The purpose oflilser Launch Gateis to approve that the system is
ready for certification after integration tests approve that user validation tests can
be run to confirm business relevance. A risk aggsess and a migration plan are
made at th&release Gatdo approve the start of the deployment. The pwpmishe
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End Gate is to approve; deployment, maintenance organizattakes full
responsibility, assessments between the plans eadyr lessons learned in final
report and to close the project and stop any expenghe project’s budget.

4.2.2 PCM

PCM is a model that focuses on IT project managémehich includes defining

gates and roadmaps, clarifying roles and respditigibj use checklists and templates,
and produce project management results, see Figufbe PCM gates are project
milestones where major decisions are made. Allsgate considered closed at the
start of a project. At each gate there is a stgedammittee meeting. The gate

decisions are:

Approve the Approve the Approve the
Approve the project production deliveny of the
formalised preparations Approwe the preparation Approwe final result
requirements andthe plan selected andthe plan the final andthe plan
andthe plan for solution zolutioni=) for producing result and far werifying
for project proposals. and the plan and testing the the business Approue
planning and Start the for production the final deliveny walue. Close the Wrhite
preparations. project. preparations. result. plan. the projed. Baok.
i
o J'

o

L L C© C

/}H H}EI E!}H H-*I H-Q\H*H

Project Management Established FPractical Preparstions Practicd Preparstions
Change Managemernt Council Furthier Detailed Plans [optional ) Furthier Detailed Plans (opt.)
Project Planning Requirements [Product Devdoprent) [Delivery]

Flansfor G-1to &30 Routine Activities Routine Activities
Assignmert Agresment Froject Planning Requirernents Flans=for the Mext Roadmap
Froject Charter Updated Assignment Agreement Flansfor Project Closure
Steering Committes Flan Updated Project Charter Final Report

Commitmernt fram Stakeholdars Updated SC Plan Gate Mesting Preparations
Detailed Plans for G0 to G1 Commitrnent from Stakehalders
Secured Resources Detziled Plans for MNext Roadmap
Secured Project Erwvironmert Secured Resources

GO Mesting Preparations Secured Project Ervironrment
Gate Mesting Preparations

Figure 7 PCM model with gate decisions

How are the benefits managed in PCM?

PCM has three mandatory documents and those acgecPrcharter, Costumer

satisfaction and Final rapport. The business vaueentioned in the project charter
but only very briefly. The project manager is téédddemonstrate how the customer
operations will benefit from the final result oktproject.

4.2.3 MCM

The Maintenance and Enhancement Control Model (M@W)sed at Volvo IT to
control, support and follow-up a maintenance arttheanement assignment in order to
ensure that that the agreed result is deliveredtlagidthe customer is satisfied with
the Volvo IT efforts, see Figure 8.
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CE )
MG-1 MGO MG1

Figure 8 MCM process

How are the benefits managed in MCM?

The only consideration to benefits in the MCM modehe business manager that
answers for the contents in the assignment spatdit concernindpusiness value
for the organization, affected by the system.

4.2.4 Project catalogue and Project dashboard

The Project catalogue and Project dashboard haweptinpose of monitoring the
progress of the projects with focus on time, cligs the project manager who has the
responsibility to register and update the projeébrimation in the Project catalogue,
and this is done in connection to each gate.

The Project catalogue provides information for mgkassessments of project status
and for calculating project delivery precision.

The Project dashboard is part of the Project cgtedapplication. The dashboard is a
tool for reporting, communicating and assessingstatus of projects. The dashboard
makes it possible for Volvo IT management to:

Get a holistic view of projects

Identify and support projects at risk

Reduce the number of projects with problems
Identify problem patterns common for many projects
Improve the project support from the line organaat
Improve the project delivery precision

4.2.5 White book

The White book is the fifth gate in PCM and thepmse of the White book is to
follow-up the impact of the project results withcés on the business value and to
ensure knowledge sharing based on the businessiexpes. The achieved business
value is compared with the business value statéderassignment agreement for the
project. The steering committee chairman is resptmgor the White book to be
written and the White book has to be approved bypttoject sponsor.
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4.3 Perceptions of how benefits are managed at Volvo IT
(Research findings)

Here we present a summarized review of our researdings of the 16 interviews
we have performed at Volvo IT. The interviews camtd both a descriptive and
normative part to get a perception of both the gmessituation at Volvo IT and
thoughts about the future. The questionnaire iadan the Appendix.

We divided the respondents into three differentgaties to see if there are different
opinions depending on which “level” in the organiaa they operate:

= Management(Strategy, Business Development, IT Architectitanagement
Consultants, Steering Committee Members,). Totdl kfspondents

= Business(Global Process Managers, Product Area Manageasalyer of
Department). Total of 5 respondents

= Project (IT Project Managers, Business Project Manag@&stal of 4
respondents

4.3.1 Business Value

The view of business value is the same in all tieegegories. It is something that is
favorable for the business. The overall view ofibess value is that it isost

reduction andincreased efficiency Other criteria of business value for Volvo IT :are
increased productivity, personal savings, lead tieaeictions and enabler for
improved IT services for customers. Another comrpimion is that the business
value has to be quantified. Since it is very impottto measure business value, one of
the respondents said that business value is absttiens and increased efficiency,
because those factors are measurable, but thengespiocontinued to say that the real
business value is to use new technique to suppeitusiness for Volvo Group
companies. One of the respondents said that cdgharfour key issues in Volvo IT’s
strategy (Profitability and growth, Customer satt$ion, Global provider and
Attractive workplace) are the most important créaer

One respondent atanagement levebkaid:

“Volvo IT comes from a situation where businessigalf IT has a strong
focus on cost, this is because within Volvo busivatue is viewed as an
administrative cost where you follow-up and meas@nrtain type of costs.
This sets the tone of how business value is se¢him\the organization”

Another respondent atanagement levekaid:

“Volvo IT has a large focus on cost. People doses IT as an opportunity,
but as a cost. You have to a great extent find reaiictions to get an IS/IT
investment approved.”

One respondent from thrisiness levetommented the effect of business value:

“Business value is economic effects or other efféwit the business manages
to attain. Business value is something that diogéhdirect leads to increased
profitability.”
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Suggestions about business value
A common thought about the future management oéfitsnis that Volvo IT has to

consider the intangible business value as well. benefits that are not only cost
related. One respondent from th@nagement levebaid:

“That projects deliver on time, according to budged according to
objectives should be basic requirements and natiatt

One respondent atroject level pointed out that:

“It should be well defined why a project shouldibgiated and how it should
be measured.”

Another respondent from thpeoject level suggested that:

“The business value should be quantified and meddarnn money terms. If it
can not be measured it has not been defined tin wigy.”

4.3.2 1S/IT investments and their life-cycle

Here we could see a slight different view on ISiiVestments between the three
categories of respondents. The respondentsmahagement level saw IS/IT
investments as something that should change thedassand/or enhance the value of
the business to achieve the objectives of IS/IT.

The overalbusiness leveliew of IS/IT investments was that it is a costit Bne
respondent in the business level had the oppogitéom and said that:

“An IS/IT investment is definitely not a cost. Evieihere initially is a cost the
IS/IT investment should support a long-term praoiitey.”

The view of IS/IT investments from th@oject level was that it is investments in
hardware and software, infrastructure matters,gmeisequipment, and applications
that support the business.

From the answers we found that the phases in the if8/estment life-cycle could be
distinguished as shown kigure 9.

L. Operations/
Initiation/ . - .. . Cl
P 8 Planning Developmen®y Implementation_JAdministration osure
re study 1%

Project Process

Figure 91S/IT investment life-cycle at Volvo IT, respondeviesiv

4.3.3 Evaluation of IS/IT investments

There is no particular process at Volvo IT today fimonitoring and realization of

benefits from IS/IT investment. The model that sed is PCM, which is a project
control model. But a demand-side business modeGD®, has been introduced. The
IS-GDP model considers business value briefly. Atmall of the respondents
demanded a way to evaluate the IS/IT investmerdgta common conception is that
there is not done any evaluation with focus onédffects that the investment has in
the business.
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At management leveh respondent said:

“IS/IT investments are measured by fulfilling thedget and business plan
and the business objective is expected to belddlfibut it is never measured.”

A respondent dbusiness levemeant that:

“To be able to measure the effects of a projeetag of measure the effects in
a process has to be created, which is not practioddy.”

The respondent means that the business must tettenstrate the effects of IS/IT
investments to create credibility for new investisen

A quotation aproject level:

“In the beginning of a project a business caseamédnded, but no follow-up
is made to see if the project result correspondb thie business case.”

One respondent said that during projects, evalustaf time, cost and quality are
done, and the project manager continuously chdaksttie project follows the project
plan. The evaluations, the respondents mentiorteat, are done for a particular
project are: Business case, Project charter, Rrbjea report andWhite book. We
found that the only documents that are obligatawy Rroject charter, Project final
report and Customer satisfaction report, accordimgPCM. But the Customer
satisfaction report was rarely mentioned amongekpondents.

It is the White book that evaluates the effectshef project but almost none of the
respondents could remember to have seen a White Booommon answer to why
the White book is not written is that the projeasHinished when it is time to write
the White book, about 0,5-1 year after the progegloyment. And at those occasions
when it was written it was because the projedtiséitl money left within the limits of
the budget, the project did not go according to plait was a large strategic project.

On some projects, with advantage larger projeatiscdiren with a strategic nature, an
Audit is made. But the Audit only focuses on the ecoromspects of projects and if

the projects are done right, and not if the rigiajgcts are done. The Audit is made by
independent evaluators.

To summarize it can be said that there is a laoged on that the project is done
efficient but the results and effects of a propret not evaluated in a large extent.

Suggestions for improvement of evaluation

All levels of respondents demanded an evaluatiah@igap between the benefits that
is identified in the beginning of the IS/IT invesnt and the benefits that really

occurs. Many respondents demanded a more rigofigumsreent between the benefits

that the IS/IT investments are identified to givel ahe strategy.

Management level

One respondent suggested more preparatory wotkgtarith the business case that
needs to be more detailed and that the businesssapdated continuously.
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Another respondent suggested that KPIs should fagediebefore the project start and
the KPIs should then be evaluated along the project

One respondent said that the infrastructure prejglobuld be steered of some form of
overhead cost which is owned by the business. Opheject costs, which are
connected to business objectives, should be assdaidth current business changes
and money should be taken from the budget for tisniess change. In other words
there should be a distinct difference between whainfrastructure and what is
business driven.

A final quotation from one respondent at manageriexs:

“Evaluation and follow-up shall be done in the messs where the order is
made. Since the business value from the I1S/IT imesg is not visible before
about a year after the project has ended the evmnanust be the business’
responsibility.”

Business level
One respondent at business level said that:

“There should be a demand for the White book tevb#en until a critical
number is done, and then when the good examplesrd#rrate the value of
evaluation, evaluations will be made.”

And another one said that:

“The BOD-council should demand an evaluation ofithestment from the
process manager, which is not done today.”

The process managers we spoken to would welconieasdemand.

Project level
One respondent said that:

“The control that the right projects are startedsito be more rigorous.
Someone with a comprehensive view should makesth&a@h of which
projects that should be started so not project\wéme purpose are initiated
and so that the most important projects are ingeht

The respondent continued to say that the projemis ko be aligned with the overall

working plan and not initiated to just improve atae process when there are more
crucial things that have to be done. Another redpoh says that it should be an
objective person that performs the evaluation efgioject effects. A third respondent
also thought that the evaluator should be a peesternal from the project and said

that:

“The person that accomplishes the evaluation shbelindependent. But the
initiator of the project should contribute.”
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4.3.4 Learning from the results

From the question how the results that evolve fiibm evaluations are used, all
respondents said that it is insufficient. In the@ject final report is a section called
“Project experiences” and the goal is that the datofinal reports and the White
books should be read for experience. But this t=dpoe to a large extent and there is
today no standardized place where those documamtde stored. The experience
stays within the project team. Several project rgaraasked for a standardized place
where to store documentation from projects.

A quotation about learning from the results fromltsiness level

“There is no specific process for organizationareing and the result is used
to penalize the projects that are not successful.”

Within the Consulting service at Volvo IT projecanagers are encouraged to search
for “Historical information” from projects similao the project they are managing for
the moment. And the Project charter has to be wedeof two project manager
colleagues to get their experience and for approval
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Suggestions for improvement of organizational learmg
Management level
One respondent said that:

“A larger focus on learning from the evaluationsésjuired. Today there is
no one that reads the White béok

and suggested:

“A seminar where the finished projects discuss what right/wrong and
what could be improved could be established.”

Project level

A suggestion was that a database with “Historictdrimation” should be established,
where Project final reports and White books areest@nd where project managers
could exchange experiences.

4.3.5 Responsible for identifying and realizing the benefits

From the answers we found that it is and shouldth® same person who is
responsible for defining, monitoring and realizataf the IS/IT investments’ benefits,
and that the evaluation is done. We got a varidtarswers, but there were no
difference between the three categories of respuadeérom the variety of answers
we could distinguish five groups:

The business operation

Business owner

Line organization

Business operation

Customer/Purchaser

Business processes (process owner/process manager)

The project sponsor
Sponsor

The steering committee chairman
Steering committee chairman

The founding council
BOD-council

The project
IT project manager
Business project manager

A majority of the respondents answered that ithie husiness operationthat is
responsible for defining, monitoring and realizataf the IS/IT investments’ benefits.
The project sponsor and the steering group chairmeare also high represented
among the answers. In some cases answers alsosteggieat the BOD-council and
the project manager are involved.
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One respondent atroject level said that the initiator should be responsible for
defining the benefits and the initiator is the oansér of the project, and continues, it
is often a person from the business who sees tsslplity for change.”

A respondenat management levestated that:

"The sponsor and the steering committee chairmanrasponsible that
projects are approved on the right decisions. The who has the money and
wants something in return for the investment ipoesible.”

Another respondent atanagement levemeant that:

"It is the sponsor who is responsible for definiihg benefits. But the BOD-
council checks the profitability that the projestdonsidered to give.”

In PCM is “Project sponsor” defined &ehe owner of a project. The sponsor is
responsible for the project costs.”

One respondent ausiness levebaid that:

“It is the process manager who has the respongybibr evaluation because
this is his job. For a single project it is alwatyge steering committee
chairman who is responsible, but often delegategésponsibility to the
project leader.”But adds thatThe Sponsor has the final responsibility.”

One respondent atanagement levebkaid that:

“It is not the project manager who has the respbiigy for defining the
project benefits. The project manager just lea@dspioject after the objectives
that are posted.”

The only two roles that have said that themselvesesponsible are the process
manager and the steering committee chairman.

“The steering committee chairman shall see thatiugect progresses and is
responsible for the benefits to be realized.”

The respondents are not of the same opinion wheamies to who is responsible, or
should be responsible for managing the benefitseMbout this in the discussion
(chapter 5.3.5.)

Respondents’ perceptions of who should be responssb

Management level

The respondents’ perception is by common conseat the comprehensive
responsible should land high up in the organizatidrere the strategies are made.
One respondent thought that the project sponsaridiave the responsibility, but for
each specific project it is the person responsibtethe business operation that is
responsible for the realization. The business oveheuld put together the business
case so that the focus is on the effects in thabss instead of the IS/IT cost.
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The business operation should be responsible fluations of the IS/IT investment
are made. There is, according to the respondergnecelse able to measure the
benefits.

One respondent said that:

“The steering committee chairman should have tispoeasibility of defining
and realizing the business value.”

One respondent suggested:

“A change management person that is responsibléh@ibusiness
development within the business operation or bssipeocesses.”

Another respondent suggested that:

“The business owner is responsible and the efteet&fits not should be
measured within the project but within the chartga ts wanted in the
business, and that the demand for evaluation showde from the project
sponsor.”

Business level
One respondent at business level suggested that:

“It is the recipient of the project that should def the business value.”

Another respondent thought that:

“The business value should be defined of the pusehaf the project and IS-
GDP is a major step in the right direction.”

A third respondent said that:

“The council that has approved the investment sthé»al responsible of the
realization of the business value. But the resgmwiityi can be delegated to the
process manager.”

Project level

The common consent in the project level is thatlthginess operation(processes,
line organizations or departments), which is thestm@mer, and thesteering

committee chairman should be held responsible for defining and reaizthe

benefits of IS/IT investments.

One respondent said that:

"The steering committee chairman and the custonog bave the
responsibility. The customer should always be tloegss owner and the
acquisition should come from the process and lgmatl with the strategies.
The process owner should be responsible to theisgeeommittee chairman
that the business value is realized.”
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5 Discussion and analysis

In this chapter we link the theory and empiricahdings together through a
discussion to answer our sub questions and maistoure Further we discuss each
stage in the benefits management process and givepmsal for Volvo IT.

5.1 Introduction

None of the processes and methods in this theglei®nly way to reach a result.
They should rather be seen as a framework thabearsed as described, modified or
combined, based upon an organization’s specifitniegs situation and needs. In our
case we had Volvo IT as our case company to aptiteoretical thoughts on. We
start this chapter with a theoretical discussiod e benefits management process is
mapped against the IS/IT investment life-cycle. The discuss and answer our sub
guestions and finally we discuss our main questioithe discussion we are going to
compare the theoretical view to the view of Volvo |

5.2 Theoretical discussion

The fundamental phases that the IS/IT investméstiicle that Willcocks and Lester
(1997) presents have also been distinguished instudgy. Figure 10 shows the
benefits management process mapped against tiHeil8dstment life-cycle.

[ Benefits management process
|:| IS/IT investment life-cycle
[ Potential for Further Benefits ]
ﬂlS

Realization

Benefits

Realization

Planning [ Benefits Monitoring

Post- .
Feasibility Ll\ | Routine
/Proposal #> Developmer}£> Implementau’ﬂl/ Implementatl#> Operations

[ Project Process

Figure 10 Benefits management process

The phases Feasibility/Proposal, Development, Implgation, post-implementation
and routine operation are taken from Willcocks &medter (1997) IS/IT evaluation
life-cycle. Most of the stages in the benefits nggmaent model are taken from
Bennington and Baccarini (2004). But the idea te #tage “Potential for further
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benefits* is taken from Ward et al. (1996) see &mnd Pervan (2001). We have chosen
to putLessons learneds an own stage because our study shown thairgamnom
the results is an incentive for people in the omzmion to perform a benefits
evaluation. Each stage is described in detail iaptdr 5.4 Main question - The
benefits management process.

The first stagebenefits identification, should be performed in the beginning of the
IS/IT investment life-cycle. It is important thatet identification is tightly connected
to the feasibility phase so that the benefits thatlS/IT investment shall deliver are
aligned with the business strategy.

The stagebenefits realization planningshould occur during the feasibility phase in
the life-cycle. The benefits that the investmeritallsdeliver are already identified.
Now it is time to plan for how these benefits slabloé managed to be realized.

This is the stagehenefits monitoring, where the benefits that were identified and
planed for are monitored. This stage in the bemeéihagement process reaches over
many phases in the IS/IT investment life-cycle. Tenefits should be monitored
during the phases; development, implementation{-ipgdementation and routine
operations.

The benefits realization or Benefits review, as Ashurst and Doherty (2003%
chosen to call it, should according to Farbey et(8992) be performed in the
beginning of utilization of the IT product (the pasiplementation phase) and once it
has been in operation for some time (the routireratppns phase). Because it is first
then the benefits of the IS/IT investment are dituishown. (Ward et al., 1996, see
Lin & Pervan, 2001) says that when this benefitseng is performed it may become
apparent thaturther benefits are now achievable, which were not expected in the
beginning. Our study has also shown that it is irtgrd to take care of thessons
learned from this process.

5.3 Sub questions

In the beginning of this thesis we chose five substjons to find the answer to. This
was to better answer the main question. Those sestigns will now be answered.

5.3.1 What is business benefit?

5.3.2 Which stages should a benefits managemeoégsaontain?
5.3.3 What should be considered in the evaluatidrenefits?
5.3.4 When should the evaluation be performed?

5.3.5 Who should have the responsibility for reaizhe benefits?

5.3.1 What is business benefit?

We felt that to be able to understand how the hnef an IS/IT investment can be
realized we first had to define its meaning frorieoretical view and then compare
this to the view that is established at Volvo ITccarding to the Cronk and Fitzgerald
(1999) information system business value is theasusble value added to the
business by IS, either collectively or by indivitlisystems, considered from an
organizational perspective.
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When we asked the respondents of their view ofriassi value the responses were
quite similar in the three categories (manageniarginess and project). They all saw
business value as something that is favorableherbusiness. But when they were
told to define what business value is, it becamgeqtlear that Volvo IT has a strong
focus on cost and efficiency increases.

According to Conk and Fitzgerald (1999) there dmed dimensions of business
value: Business, Systenand User. Gartner Group (2003) presents five perspectives
that they think needs to be considered when it soiméusiness value:

= Strategic Alignment

= Business Process Impact
= Architecture

= Direct Payback

* Risk Assessment

According to Cronk and Fitzgerald (1999) comparuas gain a lot if they think of
the effects of their IS/IT investments in thoseethrdimensions that is presented
above. The first thing to consider is according€tonk and Fitzgerald (1999) how the
investment contributes to the overhllsiness.Today there is an ongoing work with
strategic alignmentat Volvo IT. A project portfolio and value case isder
construction. But our study showed that theredemand for more work in this area.
This is something that should be given a high pyidnecause a working portfolio
management strategy would give Volvo IT the compnslive view of their IS/IT
investments. This is something that according torlBegton and Baccarini (2004) is a
fundamental component to establish a working benefanagement process.

Gartner Group (2003) also mentions that it is ingoarto consider the impact that the
investment will give on théusiness processesSor Volvo IT this is very important
since they have a process focus, or at least areg gowards a process focused
organizational strategy. We have seen the needafl,some of the respondents has
requested, someone that has the overall view ottwls/IT investments that are
initiated in each process (for the internal IShVa@stments).

The second dimension that Cronk and Fitzgerald 198ention is how the IS/IT
investment affects the IT architecture legacysgétems One of the respondents
pointed out the importance to have a map ovehallsystems to get a comprehensive
picture of the systems and applications and thesmtrdoution to the business. The
architectureperspective that Gartner Group (2003) mentionslvevaround the same
thinking, meaning that, it is important to consitlez value of this perspective.

Our study showed that Volvo IT has a quite narrowiesv of what business value is
and what an IS/IT investment can generate. The mbioas and perspectives
presented by Conk and Fitzgerald (1999) and Ga@reup (2003) is a way for
Volvo IT to broaden the view of what kind of bengfthat an IS/IT investment can
generate.
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5.3.2 Which stages should a benefits management pro  cess
contain?

Our study showed that there is no specific proas¥olvo IT that manages the

benefits but respondents from all the three categaimnderstood the idea of such a
process and mentioned two things that showed they had the knowledge and

understanding for the value of a benefits managéprexcess:

= Some of the respondents talked about thatlantification should be done in
the beginning of the IS/IT investment life-cycle

= The other thing that the respondents mentionedaxaiow-up that should be
performed half a year to a year after the implemugont has been done, to
evaluatewhich benefits that have been realized (the wiiek)

We mean that this shows that many of the respoadeate an understanding for the
totality of benefits management and we have usediworetical framework to tie
those activities together into a process, the Isnafanagement process. Volvo IT
have the knowledge eofhy and we present a framework foow this could be done.

According to Bennington and Baccarini (2004) andriVat al. (1996), see Lin and
Pervan (2001), should a benefits management preoesain the following stages:

Benefits identification
Benefits realization planning
Benefits monitoring

Benefits realization
Potential for further benefits
Lessons learned

We have chosen to puessons learneds an own stage to point out its importance.

5.3.3 What should be considered in the evaluation o  f benefits?

In our empirical study and after creating our tleticael framework we found that the
question of what should be considered in the podedifficult. There are many
things to consider and some are dependent on wtoohpany and which IS/IT
investment that is managed. The literature and study showed that the most
important factors to consider are:

» Consider effectiveness and not only efficiencyoday Volvo IT has a strong
focus on efficiency parameters. According to Fitadpk (1998) it is important
that IS/IT investments are not only motivated by éfficiency aspect but also
by effectiveness aspects which are the impactsatsiness. We mean that if
those benefits are identified, planed for and nawaed it will be possible to
show a larger value for each IS/IT investment. @roposition to how this
could be done is found in chapter 5.4.

» Contingency focus in the evaluation processhe contingency philosophy is
based on the fact that the benefits that an ISAMestment generates are
dynamic throughout the duration of the project énthey are managed the
benefits will increase. It is important to looktae management of benefits as
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a procedural activity and the benefits must be madahroughout the whole
process.

» Responsibility for realization There are many roles that are participating in
this process and it is important to determine whiale is responsible for the
benefits realization. Many of the respondents amthas (Fitzgerald, 1998;
Thorp, 2001) thought that this is an important asp€he responsibility issue
is discussed closer in chapter 5.3.5

= Lessons learnedAccording to Ward and Peppard (2002), see Ashurdt a
Doherty (2003), for a benefits management procesgotk, it is important to
take advantage of those things that the benefii&zetion stage presents and
to make this an opportunity to learn from the resthis is something that our
study underlines and that is the reason for whyhaxee put lessons learned as
an own stage in the benefits management processsohs learned is
discussed closer in chapter 5.4.6.

5.3.4 When should the evaluation be performed?

We have found that there should be a continuoutuatian throughout the whole
process. According to the objectives of evaluativet Farbey et al. (1992) implies
that exists should evaluation be done:

= In the benefits identification stagefor justification of a system and to enable
an organization to make comparisons between diftgyojects competing for
resources

= In the benefits realization planning and benefits monitoring stage to
provide a set of measures, which enable the orghoizto exercise control
over the project

= In the benefits realization stagewhere evaluation and the subsequent
measurement and comparison with actual achievenpeatgde the learning
experience which is necessary if the organizat®moi improve its system
evaluation and development capability

Our study showed that the only evaluation at VadlVathat is done with focus on
benefits is the “white book” and that the white ka® done very sporadic. The white
book is written by the project instead of repreatwes from the business. The
common view is that it is done on projects that dat go according to plan. We
would like to see that this white book is done wearg internal IS/IT investment and

as one of the respondents sawhén the good examples demonstrate the value of
evaluation, evaluations will be madeVolvo IT has a more efficiency rather than
effectiveness view on evaluation.

5.3.5 Who should have the responsibility for realiz  ing the
benefits?

Our study showed that the opinion at Volvo IT ofavfs and who should be

responsible for realizing the benefits differ amdhg respondents. We interpret this
difference of answers as the issue is not predatedror just not well spread in the
organization. Some of the respondents suggestedbtistness operation to be
responsible:
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“For each specific project it is the one responsilibr the business operation
that is responsible for realization.”

Thorp (2001) means that if we accept that we ardonger simply implementing
technology, but implementing business change, thisnclear that the business must
own the benefits from such an activity. The bussnegeration must be involved and
accountable. Fitzgerald (1998) also means thabresbility never can be purely an
IT department or a finance department task. He eates thatthe area of the
business with prime interest in the successful oute of the projectshould be
responsible for the benefits to be realized.

With the launch of IS-GDP there will be a cleardsof the fact that the benefits of
IS/IT investments must be owned by the businessatipa. Important for the internal
IS/IT investments are that also they must be cenedi by the IS-GDP model. The
qguestion now is who within Volvo IT will take thigsponsibility? The ones that are
responsible for managing and realizing benefits areording to OGC (2004) the
business users and business managers. They metrthéhgoroject owner is
responsible for ensuring the management of thegsmand realization of benefits.
Individual managers of business areas will be nesibde for actual benefits delivery.

At Volvo IT we found that the responsible shouldtbeline-, function- or process
managementdepend on where in the business operation the tefieche IS/IT
investment will take place.

Facilitation group

Since the benefits management process is a verylegnprocess we agree with
Fitzgerald (1998) when he advises that there shbelda small group within the

organization whose role is to facilitate any evtira process. He means that this
group should ensure the ongoing process and gh&@rbject team in the benefits
management process. This group should also beiteqosf evaluation experience

and organizational learning. They should be respt$or ensuring that the benefits
management process is followed and an evaluatim is established, but they are
not responsible for the actual management of benéiVe suggest that the BOD-
council should take the role as a facilitation groat least in the first stage. A project
portfolio should also be established for a compnehe overview of the ongoing

projects and this project portfolio can also assishe selection of projects.

Evaluation team

The evaluation team should contain representativieshe ultimate users, the
management and the information systems develo@ersFitzgerald (1998) and
Remenyi and Sherwood-Smith (1999) proposes. The BQ@dcil should facilitate
such an evaluation team. The BOD-council should dssmand evaluation of benefits
to be done, as some of the respondents suggesteiggnwanted someone higher up
in the organization to come with that demand. Ku@®90) says that the evaluation
should be performed by someone outside the prdgemm, and this was also
suggested by some of the respondents. This isstarerthat the evaluator is objective.
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5.4 Main question - The benefits management process

The aim in this chapter is to answer our main qoestHow to realize the benefits of
IS/IT investments through a benefits managemeregs®? We will under each step
in the benefits management process present ous wfelaow a benefits management
process could be realized); This will be followed by how each stage looKeeliat
Volvo IT (B). We have after 16 interviews ascertained thatetiseea gap, this gap has
also been acknowledged by Ashurst and Doherty (RO0& will finally give a
proposal for how to overcome the deviation betwihery and practice).

One of the questions that we asked ourselves irb#mnning of this thesis was
“Which stages should a benefits management proosesgaic.” When we now have
gone through an endless amount of literature aad Bew those matters are handled
in practice we have come to the conclusion thatdlstages are:

5.4.1) Benefits identification

5.4.2) Benefits realization planning
5.4.3) Benefits monitoring

5.4.4) Benefits realization

5.4.5) Potential for further benefits
5.4.6) Lessons learned

5.4.1 Benefits identification O j

LR re

A. Theory e
According to Ashurst and Doherty (2003) is thetfirsng to do in the benefits
management process to identify and enumerate émngtl outcomes of an IS
development and decide the means by which theybeifichieved.

According to Ward et al. (1996), see Lin and Per(@001), must the list of
benefits required be agreed by the managers wheisdtias are affected by
the system. At the same time, potential dis-benefitthe system should be
considered, i.e. what adverse impacts on the bssioeorganization it could
have.

The methods, suggested by Bennington and Bacq@2®®4), when it comes
to identification of benefits are interviews and rkghops with key
stakeholders. OGC (2004), as well as BenningtonBawtarini (2004), states
that the benefits identification should be a jaffort between project manger
and the project stakeholders. According to Rememd Sherwood-Smith
(1998) a key aspect of this process is that theektalders learn to understand
better what is required and what is possible.

Identification and analysis of what is termed ‘set@rder’ effects should be
done (Hochstrasser, 1990, see Fitzgerald, 1998Yy. @#oject that impacts
roles, relationships, sources of power or orgaitnat structures is likely to
have second order effects. To involve people mosictly affected by the
system in the task and provide them with the opityt to influence events is
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one way to predict and assess second order efféotsther approach is to
conduct a pilot study of the system with the exprebjective of exploring
second order effects.

The planed outcomes should then be aligned withi$id strategy and so
doing directly contribute to corporate objectivéfsthere has to be a choice
between many investments that meet the same sqinfis the one that
makes the largest contribution to the businesgesfyashould be chosen
Fitzgerald (1998). This requires a project portfoli

B. Volvo IT

According to the respondents there is not an astead way of how the
benefits are identified. They shall be mentionedhi®a business case and are
briefly mentioned in IS-GDP and PCM. But the foesi®n cost savings and
efficiency increases. BOD-council is establishingeav request process that
focuses more on benefits. This thesis is a pattaifwork.

C. Proposal for how to overcome the deviation betves theory and practice

5.4.2

To make it easier to identify the benefits Volvo ha@s to change the overall
mentality that benefits are more than just costs &lso important for Volvo
IT to establish a benefits identification proceduor IS/IT investments
focusing on the impacts on the business operati®acond order effects
should also be identified for projects that impasdes, relationships, sources
of power or organizational structures. The idecsifion of benefits could be
done through interviews and workshops with key eftakders. The identified
benefits should then be aligned with the strategies

To be able to evaluate the different project VolVacould establish a project
portfolio where all projects can be prioritized aaluated against each other.
This project portfolio could also monitor the prcjevhich will be discussed

below.
2 >

IR

Theory —— >

According to Thorp (2001) benefits do not just heqpjpnd therefore they need
to be carefully planed for. OGC (2004) underlines importance of doing a
management plan that describes how the organizatisimes to manage and
achieve benefits from any investment in businessigh. Ward et al. (1996),
see Bennington and Baccarini (2004), means thiowita plan it is difficult
to predict how an organization might effectivelgliee business benefits. The
benefits realization plan is essential for the figsmhenanagement process to be
accomplished. Therefore the planning of benefitsstraccur prior to the
project being approved for implementation. The Hienedentification and
benefits realization planning can with advantagedbee at the same time.
According to Bennington and Baccarini (2004) tHenpshould outline:

Benefits realization planning
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Where in the business the benefits should occur

It has to be clear where in the business the hsnefil occur so the
business change can be monitored and managed. iEeawill often

surface during the benefits identification staghisTis important so the
affected business is aware of the prerequisiteshahge to realize the
benefits that will be delivered.

Who in the organization will receive the benefits

It is fundamental that the principle stakeholddrshe information system
are identified at the onset and that they acceptamnees their continuous
involvement. (Remenyi & Sherwood-Smith, 1998) lingortant to have
those key stakeholders that are affected by thesinvent agreed that the
benefits can be realized and that they are willmgarticipate throughout
the whole process. Do a review with the key staldge to identify
additional opportunities and second order effdeitzgerald (1998) argues
that it is important that the key stakeholders are involved in the
identification of benefits because it is them, amy them, that can
identify and at the same time estimate, if the benare realistic to
realize. This is a factor that Fitzgerald (1998)scanplementability A key
aspect in this process is that the participatirakedtolders get a better
understanding of what is required of them and vipbssible to execute.

Who in the organization should be responsible fortteir delivery

It should be decided who shall have the respoiisilbdr the realization of
the benefits that the IS/IT investment will generdt is preferable that this
person is someone from the area of business withepmterest in the
successful outcome of the IS/IT investment andheefsve the major role
in undertaking the evaluations.

How the benefits are linked to the project output

Once an IS/IT investment has been analyzed, ataiseholders identified,
and the benefits defined, a way to measure progoegsd those benefits
is needed. Key Performance Indicators are quabl#ianeasurements,
agreed to beforehand, that reflect the benefitaroflS/IT investment.
(About, 2004)

In the ideal case those KPIs can be measured thootighe whole process
but in some cases it might only be possible to mreathe KPI “before”

and “after” the implementation of the project. Tthevelopment of KPIs
tends to shift the focus from managing deliverai@smanaging the
benefits that should result from utilization of tteiverables.

Action required by stakeholders to ensure delivenpf the benefits

The action required by the stakeholders to ensaligaty of the benefits
has to be agreed. It should not come as a surjprigke stakeholders later
on. So they have to commit to the participatiorb@forehand and those
actions should be documented.
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=  When the benefits will be realized
A time schedule should be developed with importiates for evaluation
and realization of the benefits.

Measurement of benefits

Most of the respondents expressed that the busiaéiss should be quantified
in measurable terms, and if this is not done th&nmss value has not been
defined the right way. Glideman (2000) declare$ theasurement is possible.
He describes a clarifying exercise in five stagéshow to do when
measurement seems impossible:

If something is better, then it is different in seralevant way

If something is different in some relevant way rtliteis observable

If it is observable, then it isountable

If it is countable, then it imeasurable

If it is measurable, you cavalue each unit and, therefore, value the
benefits

ar®ONE

Our study showed that it is not easy to measurefiisrbut this exercise can
act as guidance when measuring the benefits.

Establishment of an evaluation team

An evaluation team should be established in thesfitsrrealization planning
stage. This team should consist of representatifebe ultimate users, the
management and the information systems developand, perform the
evaluations during the benefits management pro¢Bssnenyi & Sherwood-
Smith, 1999)

B. Volvo IT
Our study showed that some of the information that benefits realization
plan contains is all ready considered by VolvoThe handshake between the
line managers can for example be related to whthén organization will
receive the benefits.

C. Proposal for how to overcome the deviation betves theory and practice
A benefits realization plan should be establishecbeding to the principled
that is described above. A benefits managementgilanld be developed for
each project and an evaluation team should algub®gether.

5.4.3 Benefits monitoring @

[

A. Theory ———
This is the stage where the benefits that weretiitksh and planed for are
monitored. Benefits monitoring compares projectultsswith the benefits
realization plan during the project and assessemyf internal or external
changes have occurred that will affect the deliveinplanned benefits. It is
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necessary to monitor the benefits of IT projectsabse issues arise that may
prevent the delivery of the benefits. (Ward & Gtif§, 1996)

Ashurst and Doherty (2003) call the Benefits mamitp stage for Benefits
delivery and define it ashe execution of the set of actions necessary to
realize all of the benefits specified in the benpfan”. Consequently the
process of benefits delivery typically runs fromoject initiation, after
approval of the business case or benefits readizaplan, through to
completion of the project. Benefits delivery focsiagoon the organizational
change necessary to facilitate benefits realizatiatner than the delivery of
the technical solution

To realize the benefits it requires people to cleahgw they think, manage
and act. This will be difficult and often painfuhanges and they will not
happen by themselves. After you got the awareniefemeed of change you
must understand the full extent of the planned gbaiThis process requires
active participation during project developmeniirthe primary stakeholders
including line managers and users, financial staffl information systems
developers.

B. Volvo IT
Volvo IT has tools to monitor the projects like PCM-GDP, MCM and
project dashboard. But those tools are focusingenwr costs and project
progression than on the benefits. Some respondsits that there is no
demand for project to be measurable during thecljide and there is no clear
way to describe the business value/benefits inbiéginning, so evaluation
during the life-cycle is difficult.

C. Proposal for how to overcome the deviation betves theory and practice

To monitor the benefits will help Volvo IT to diseer any possible scope
changes and to take appropriate action. It wilb &lslp in the decision to stop
any IS/IT investment in time. To be able to monitbe benefits the key
stakeholders has to be involved. The KPIs that va#ozated to each benefit
in the benefits realization planning shall be meaduduring the whole
process. This will give early warning if the prdjes not delivering the

benefits that are expected. There has to be andmssiproject manager
involved in the project who has knowledge about #ffected business,
otherwise it will be difficult to measure the KRlhis monitoring philosophy
should be integrated into the existing models (I3PG MCM, Project

dashboard).

5.4.4 Benefits realization O

A. Theory —
This evaluation, which should involve all key sth&klers, has according to
Ward et al. (1996), see Lin and Pervan (2001), rséyeirposes. Those factors
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are important as motivators to why the benefit extabn should be done. The
factors are:

a) To maximize the benefits of the particular project

b) To provide experience for other future projects

c) To identify what was achieved, what has not beéeaed; and

d) To identify any unexpected benefits that has alytiden achieved

Benefits realization should involve a comparisotwleen planed benefits and
the benefits that are actually delivered. The heneealization should be
performed when the investment has been implemeatetl has been in

“routine operation” for some time. According to Bay et al. (1992) it is first

then the benefits of the IS/IT investment are dlstisnown.

Ashurst and Doherty (2003) noted in there study tha project teams were
disbanded as soon as the solution had been imptechand that it therefore
was no on-going provision for evaluation or berseféview. This is something
that our study can confirm and as a solution fas the agree with Kumar
(1990) when he says that; in order to ensure ttlependence of evaluation it
should be managed and performed by people otherttieamembers of the
development team. As proposed earlier in the dgoosthis should be the
person within the business who has prime intenesthe outcome of the
investment together with the evaluation team.

B. Volvo IT
There is no particular process at Volvo IT todayrialization of the benefits
from IS/IT investments but after our interviews heve found that there is a
good base to build on. Almost all of the responslesemanded a way to
evaluate the IS/IT investments and the common quiweis that there is not
done any evaluation with focus on the effects #mgtears in the business.

C. Proposal for how to overcome the deviation betvesm theory and practice
It is important that the reasons why an evaluasbould be performed are
spread in the organization so that everyone thdicjmtes is aware of the
value of a benefits management process. The eiaiustiould be conducted
by the person that is responsible for the benedigdization together with the
rest of the evaluation team that was establishethénbenefits realization
planning stage.

In our study we have found that that there aretaudiade that focuses on
economical aspects of the projects and that thgeqiso are performing

according to schedule and delivering the econonfipedmises” that they

should. We would like to see an independent auit focus on the benefits
that the projects deliver. But before this audiéssablished a working benefits
management process needs to be established siheéhatidit has anything to
make an audit of. And this audit should be madéha routine operations
phase (MCM) to ensure that the benefits actuayraalized.
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5.4.5 Potential for further benefits -

AR R Re

A. Theory —

After the benefits realization further benefits magw be achievable which
were not expected in the beginning. This stage igesvthe opportunity to
plan for and realize these further benefits. (Watdal., 1996, see Lin &
Pervan, 2001) Even second order effects that weteidentified in the
beginning can become apparent. These second offtestse should be
evaluated because they can be potential for furtiegrefits. New projects
might start to realize potential organizational é&f#s that have been
discovered.

B. Volvo IT
After our interviews we have not distinguished aastivity that can be
compared to this stage “Potential for further besef

C. Proposal for how to overcome the deviation betves theory and practice
If Volvo IT performs a benefits review (white book)is stage will come
natural because the benefits review will be thdegoeropportunity to capture
the potential for further benefits and by this typortunity to realize them
will arise.

5.4.6 Lessonslearned O

A. Theory —
We have chosen to putessons learneds an own stage to point out its
importance. Here the benefits review presents tppodunity for the
evaluation team and the organization to learn ftbenresults. This learning,
especially after a number of projects have beeruated, may lead to
significant improvements in subsequent evaluatioojegts. Whatever the
outcomes this should be absorbed in the evaluatidtoure and so engender
confidence in future evaluations.

The opinion that we have got after our study ist tt@o many post-
implementation reviews, if they are performed §tak treated as witch hunts
to identify guilty parties where things have goneomg, rather than as a
valuable learning opportunity. That is somethingttkitzgerald (1998) has
encountered as well and says that for this to otwievaluation culture needs
to be made open and non-threatening. This is songethat we agree with
and that our study confirms.

The facilitation group (the group that should supploe benefits management

process) that we have suggested earlier in theugign should contribute
with guidance and assistance of how the experiestoasld be taken care of.
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B. Volvo IT

Our study showed that there is not much done is &néa, or it is not well

spread in the organization. The experience thatossidered is project

oriented. We could not find any learning from thesults, regarding the
evaluation of benefits, at Volvo IT, and the evéllraresult is instead used to
penalize the projects that are not successful. rfEepondents thought that a
larger focus on learning from the evaluation isuiezf. Our study showed that
the white books and project final reports are maidrfor experience as they
are supposed to be. So the experience stays whihiproject team.

C. Proposal for how to overcome the deviation betves theory and practice

We agree with the respondents when they say thate tshould be a demand
for the white book to be written and there shoué & standardized place
where the white books can be stored. The projeal freports are not
concerning our problem area because they are @yirgidthe management of
the project and not the evaluation of benefits. Bwg project final report
should also be stored for project experience. Thigewbook should be written
by the evaluation team (supported by the facibatjroup) that was set up in
the benefits realization planning stage and it khéwe made open and non-
threatening, and be stored to be red for experiefbe white book should
contain a section about what went right/wrong amav o improve the
evaluation for next time. It is important that ongaational learning becomes a
part of the evaluation culture and by doing this évaluation of benefits will
be enhanced for every evaluation.

When a quantity of evaluations has been done asdMiy of work has been
established it will be possible for interested garto search in this database to
see if there are earlier projects that has tretitedsame subject and which
problems and suggestions that has been dealt Witlen people within the
organization discover the value of such a datat@sewill also help with the
contribution.

5.5 Summary

Ashurst and Doherty (2003) found in there study thanajority of the organizations
and projects that they studied adopted the trawitioneasures of project success,
namely delivery on time and on budget, and there htide evidence of any explicit
focus on benefits delivery of business change. udlly all the projects that
participated in their study focused on technologlivery rather than organizational
change and benefits realization, in no case weezif{p measures for benefits
defined. This is something that we recognized av®&@T as well. But our goal was
not just to recognize this gap but to give propesdlhow to overcome this gap and
the benefits management process can be used amawork to overcome this gap. It
seems to be a shift in the organization at Volvadwards a larger focus on benefits.
Our study showed that Volvo IT has got many ofright tools to establish a working
benefits management process. The benefits realiaittivity is established in the
white book and there are tools that can be usethémitoring the measures, such as a
project portfolio, IS-GDP and MCM.
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We have distinguished three different attitudesrianaging the benefits of IS/IT
investments:

= Passive
Presumes/expects that the benefits will be realized

= Establishing
An establishment is done to whether or not thelregas better or worse then
expected

= Proactive
A proactive management to increase the amount péfilte that are to be
realized and learn from the results

Our study showed that Volvo IT has had a passititudé to managing benefits of
IS/IT investments. But with this thesis and otheorkvat Volvo IT they are
approaching a proactive attitude.

5.6 Continuous research

Our research is not in any way exhaustive. Therstils need for much research
concerning this subject. Every stage in the bemefianagement process could be
examined more. Because the literature does not simpwcompanies with a benefits
management process it would be interesting to nfakéer research of how this
process could be implemented and established imnapany. It would also be
interesting to apply the benefits management fraonkwn real cases at Volvo IT to
see if the ideas revolving this area would worlkexgsected.

There is also a need to research around generaunesathat can be followed through
the benefits management process. We know thaigtasvery difficult task because
the things to measure are very dependent on betbdaimpany and each specific IS/IT
investment.
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6 Conclusions

In this chapter we give our conclusion to the guesthis master thesis is aimed to
answer.

The goal with this master thesis has been to ifgast the benefits management
process to realize benefits of IS/IT investmentsr @search showed that Volvo IT,
as many other organization, are focusing on trawatti measures of IS/IT investments,
cost, efficiencyand time, instead of the business change delivered by 818 |
investment.

Our study showed that there is a significant gaméen theory and practice. There is
no process at Volvo IT today that threats the raséibn of benefits of IS/IT
investments. The only evaluation at Volvo IT tretone with focus on benefits is the
white book but the white book is done very spora@iompanies of today have to
proactively manage their benefits of IS/IT investments to increase thusiness
value. The benefits management process framewatkaté have conducted from the
literature review is one way for Volvo IT and otlrempanies to proactively manage
benefits and by this realize the benefits of th&/IT investments, see Figure 11.

L] Benefits Management Process
|:| IS/IT investment life-cycle
[ Potential for Further Benefits ]
ﬁrs

Realization
Planning

Post- .
Feasibility J_l\ | Routine
/Proposal :::> Developmel}lz:> Implementan’ﬂl/ Implementat1\’£:> Operations

[ Project Process

Benefits

Realization

[ Benefits Monitoring

Figure 11 Benefits management process

Two important issues that our study and our liteeteview showed are:

= The most important issue is the responsibility essihorp (2001) says;
Benefits do not just happen. There has to be a cksponsibility for the
benefits to be realized. Fitzgerald (1998) meaas tésponsibility never can
be purely an IT department or a finance departnesk. He advocates that
the area of the business with prime interest in thesuccessful outcome of
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the project should be responsible for the benefits to be zedli At Volvo IT
we found that the responsible should be line-, function- or process
managementdepend on where in the business operation the teffiethe
IS/IT investment will take place.

= Our study also showed that learning from the resisltof importance. This
learning, especially after a number of projectsenbgen evaluated, may lead
to significant improvements in subsequent evalumapimjects. The experience
that is considered at Volvo IT is mostly projedeoted. The White books and
Project final reports are not read for experiers¢hay are supposed to be. So
the experience stays within the project team. Thiit&Vbook should be
written by the evaluation team (supported by thalitation group) and it
should be made open and non-threatening, and bedsio a standardized
place to be red for experience.

By establishing a benefits management processhedsis of what is concluded in
the discussion, companies will overcome thidver bullet thinking" when it comes
to IS/IT. This will also manage companies to realize benefits of IS/IT investments
and therefore be able to justify the investment$ avoid the catch-22 situation that
the productivity paradox implies.
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Appendix - Interview questions (main interviews)

Introduction
1. Name of the respondent, background, position/mtevahich projects they are
involved in?

Business Value
2. What is business value for you?

a. Which perspectives and criteria’s of business valaeyou think are
important to consider?
Internal IS/IT investments
3. What signify/is included in the term IS/IT investm@

4. How does Volvo IT's IS/IT investment life-cycle lbdike?

5. Who defines the value and the effects that an natelS/IT investment is
aimed to give? And how is this done?

6. Is there a process to monitor and realize thoseflierthat an internal IS/IT
investment should give?

a. Is anyone responsible for monitoring and realizimgse benefits?
Evaluation of internal IS/IT investments
7. Is there any evaluation and/or follow-up of thosadfits that an internal IS/IT
investment should give and if it is, which purpdees this follow-up have?
8. When during the IS/IT investment life-cycle is tesaluation done?
a. What is evaluated?
9. Which methods are used for this evaluation?
10. Which person/role is responsible for that this eatibn is done?

11.How is the result that evolves from the evaluatiossd?

12.Are the internal IS/IT investments handled anyef#ght from the external
IS/IT investments when it comes to management néfiis?

58



Models
13.Which models are you in contact with and how am llenefits handled in
those models?
a. I1S-GDP
b. PCM
c. MCM
d. Any other model

14.How do you think that the business value shoultidedled in those models?
The future — normative part
15.Is there anything that you would like to changeha IS/IT investment life-

cycle?

16.Who do you think shouldefinethe business value of IS/IT investments and
how do you think that this should be done?

17.Who do you think should be responsible for that hlnsiness value of IS/IT
investments really isealized

18.1f you were the one to decide, what would you cleamgen it comes to
evaluationand follow-up of internal IS/IT investments at VolIT?

19.1s there anything that you think is important that have forgotten to ask?
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