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Real Estate and Facilities Lifecycle Management:
Strategic Value, Savings, and Efficiencies
Even in challenging economic times, Best-in-Class companies continue to
grow, driving into new markets, new geographies, and new segments. In
even the most scalable business model, growth must cascade into demands
for both additional physical space for the staff fueling growth, and into
optimizing the real estate and facilities already in use. Real Estate and
Facilities Lifecycle Management (REFLM) thus becomes a key part of
sustaining and supporting aggressive growth. While enterprises are focused
on keeping up with the (literally) growing needs of the entire organization
(52% of companies indicated that company growth is the top pressure
driving them to focus on REFLM) an understanding has emerged of the
strategic importance of real estate and facilities management. To improve
REFLM performance, it is incumbent upon corporate leadership to not only
focus on organizational structures and processes, but also pursue
technologies and integrated tools that have been shown to drive savings and
operational efficiencies.

Strategic Value in REFLM
The success of a company relies on many factors, one of which is their
selection of strategic locations. As the total spend on real estate continues
to be significant for enterprises - touching every part of the organization many companies are realizing the need to gain visibility into their processes
for managing this category of spend, into the spend itself and also into the
results of their efforts. Recent Aberdeen research reveals that 73% of
enterprises expect their space needs to increase over the next two years,
meaning that more space will have to be obtained and collectively managed
by corporate real estate, facilities management, maintenance, and
engineering groups. Real estate and facilities spend is not merely a sunk cost
or just an operational expense for enterprises. It can, in fact, prove to be a
strategic asset, and can even go so far as to be a key driver of success,
depending on the industry or market (Figure 1).
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REFLM Processes
√ Strategic master planning
√ Real estate management and
administration
√ Facilities management (also
viewed as space
management)
√ Facilities maintenance and
operations
√ Project management
√ Asset management

Figure 1: Role of REFLM
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To a majority of companies (Figure 1), real estate and facilities lifecycle
management is not just a monetary, sunk cost, but a strategic component of
an overall business plan.
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Nonetheless, a disconnect remains between the importance of REFLM and
the actual visibility into spend and the related processes. Although REFLM
has been viewed as playing a more strategic role within enterprises, the
ultimate impact of REFLM is in question. Aberdeen's research highlights this
contradiction as approximately one-third of enterprises indicated they have
low or no visibility into their REFLM information (Figure 2).
Figure 2: Process and Spend Visibility for Real Estate and Facilities Lifecycle Management
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Over one-third (34%) of enterprises, on average, indicate they have little or
no visibility into their processes or spend on management of the different
activities that comprise REFLM. Such lack of visibility highlights the need for
improved organization and structure of the real estate and / or facilities
management function(s). With the poor visibility into REFLM processes and
spend exposed, enterprises have taken actions to improve management of
this category (Figure 3).
Figure 3: Strategic Actions for REFLM
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"Real estate has moved to the
forefront as one of the key
issues faced by our
management team. Our growth
strategies have required a
paradigm shift among the real
estate officers and other
divisions of the company,
requiring more of a focus on
gathering better information
about our buildings and spaces,
their use, condition and
required level of maintenance
to continue operations,
especially in terms of global
risk.
~ Colby Hoefar, Facilities
Management Engineer, North
American Aerospace/Defense
Enterprise
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Enterprises are clearly focusing their strategies on process and organization,
but are also leveraging technology to drive performance improvements and
enhance visibility.

Real Estate and Facilities Lifecycle Management Tools:
To What End?
While issues related to REFLM processes and organizational structures that
support oversight of this complex area of significant corporate spend
continue to be significant for enterprises, savings and operational efficiencies
are also highly prioritized. Yet, to what end do technologies and tools
contribute to the success of an effective real estate and / or facilities
management group? Best-in-Class enterprises are 32% more likely to utilize
technology across the entire REFLM lifecycle than all other enterprises. As a
result, the Best-in-Class have established a significant performance
advantage in real estate and facilities savings (Figure 4).

“We face constant challenges in
the planning and general
management of our facilities.
Our company continues to
grow each year, primarily
through acquisitions, so there
are significant integration issues
like duplicate properties and
extra space that have to be
addressed in terms of the real
estate holdings and facilities
operations brought under my
group’s management.”
~ Marc Lacombe, Director of
Corporate Real Estate, Large
Canadian Publishing Company

Figure 4: Savings Rates for REFLM
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It is apparent that technology usage is a distinguishing characteristic between
the Best-in-Class companies and all others, resulting in significant savings
advantages. While establishing a centralized organizational structure and
standardizing processes have proven to be distinguishing capabilities for the
Best-in-Class, they also leverage technology more effectively to drive REFLM
performance. By utilizing available tools to integrate their real estate and
facilities management practices, they have been able to more actively
monitor performance and realize improvements.

“We’re able to extract actual
information from all of our
expenses instead of digging in
on just one side. With our
solution’s platform, we can
instantly track and access
critical real estate and facilities
management areas such as
rates, charges, renewals, and
benchmarks from anywhere in
the world.”
~ Director of Real Estate and
Capital Projects, Large North
American Communications
Company

Cost savings are not the only result of deploying technology across the real
estate and facilities management lifecycle. Operational efficiencies are also
generated (Figure 5).
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Figure 5: Time to Complete Facility Maintenance Requests
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Additional efficiency advantages extend to the Best-in-Class as they miss lease
management dates 56% to 77% less frequently than all others (Figure 6).
Figure 6: Frequency of Key Dates Missed
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While those segmented according to technology utilization do not come as
close to overall Best-in-Class performance for meeting key dates and
deadlines as they do for driving savings, they outperform the Industry
Average and Laggards across each set of KPIs.
Although many enterprises indicate they have little or no visibility into the
spend or processes for management of the different activities that comprise
REFLM, they have nonetheless demonstrated an ability to drive savings and
operational efficiencies, crediting REFLM technologies and integrated tools
while bolstering their performance.

Case in Point
A large provider of products and services for the energy industry is
currently in the process of implementing an enterprise-wide real estate and
facilities lifecycle management tool. Although they currently have a system in
place to manage their corporate real estate portfolio and associated facilities
management activities, it is not viewed as a core business tool to the
enterprise. By deploying the new solution, the goal is to allow the corporate
© 2008 Aberdeen Group.
www.aberdeen.com

Telephone: 617 854 5200
Fax: 617 723 7897

Real Estate and Facilities Lifecycle Management:
Strategic Value, Savings, and Efficiencies
Page 5

real estate group to act more strategically for the company, enabling them
to improve transparency into the current portfolio and optimize decisionmaking about future space needs. The holistic, integrated ability to manage
multiple aspects of the real estate and facilities management lifecycle was a
key criterion for selection;
"We wanted a one-stop-shop that would let us get out ahead of the financial
and strategic needs for real estate," stated the Principal Real Estate Manager.
In addition to offering the capability to manage real estate as an integrated
lifecycle, the real estate and facilities management technology chosen also
integrates with their financial systems and visual design tools. The new
solution also unifies the information that has been managed in four different
databases over the past ten years.

Recommended Actions
Organizations seeking to maintain competitive positions within their
markets recognize the strategic value of effective real estate and facilities
management. To enhance capabilities for managing the real estate portfolio
and to address the day-to-day needs of maintaining these facilities, the
following strategies should be employed:
•

Utilize a platform that allows for collaboration across the
real estate and facilities management lifecycle. Real estate
and facilities management are closely related operations within an
enterprise. Whether established as distinct business functions or
unified as one department, decisions made for real estate
management (including strategic planning, lease / transaction
management, portfolio management, etc.) directly affect facilities
management (occupancy and utilization management, asset
management, corrective and preventive maintenance, utilities
management, etc.) of these sites, and vice versa. Synergies between
the two groups are numerous, and the benefits of better and more
frequent communication and collaboration will enable both groups
to deliver significantly greater value to the enterprise. Best-in-Class
enterprises are between 22% and 77% more likely to utilize
technology to facilitate improved collaboration across specific
aspects of REFLM.
o Utilizing a central system of record is 54% more likely to
occur in Best-in-Class enterprises. This enables all the data
and information for any payments scheduled and made to
be stored in a centralized area that can be readily accessed,
improving the ability to audit transactions and providing a
source for benchmarking future costs to drive savings.
o Best-in-Class organizations are 40% more likely to utilize a
system for notifications and alerts of key dates as part of
their real estate management tools. Such a function has a
direct impact on costs and savings as the Best-in-Class are
less likely to miss payment dates, extension dates, etc. that
can be met with additional financial obligation.
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o

•

Budgeting, forecasting and scenario analysis is in use 39%
more often by Best-in-Class enterprises than their peers.
This allows for better performance when evaluating
property for investment, ensuring that the significant
amount of investment (as either an operation expense or to
make it part of the asset base on the balance sheet) is
warranted and will benefit the overall operations and
business of the enterprise.

Coordinate the REFLM strategy with the overall corporate
strategy. Location is a key, if not the defining factor in some cases,
for a successful business venture. Real estate and facilities also
represent an area of significant spend within an enterprise, impacting
every aspect of operations. It is therefore critical that the strategy for
lifecycle management of real estate and facilities align with the overall
corporate goals of the organization. Best-in-Class enterprises are 9%
to 31% less likely than Industry Average and Laggard companies be
challenged by coordinating a REFLM strategy with the company-wide
master plan. When coupled with tools that facilitate distribution and
sharing of key information, visibility is improved, operational
efficiencies are attained, and cost savings are achieved.

•

Look to integrated technology tools and services to generate
process efficiencies for enterprise-wide planning and ongoing
management of real estate and facilities. When supported by
critical organizational strategies and capabilities, such integrated tools
drive significant value to the enterprise and real estate and facilities
management's role as a strategic differentiator is revealed.
For more information on this or other research topics, please visit
http://www.aberdeen.com/channel/procs.asp
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