








/ tion to the improvement in air
' travel numbers that began in the
second quarter. The question is
whether this setback is just the
usual volatility—upturns are never smooth—or a change in the previ-
ously improving trend.”

Several travel managers at a buyers-only large market benchmark-
ing session during the Association of Corporate Travel Executives con-
ference in Washington, D.C., earlier this year discussed a wide array
of actions their companies had taken to limit business class usage.
Among those, some companies this year lengthened the amount of
flying time required before allowing an employee to travel business
class, restricted access to premium cabins only to certain executives or
dropped it completely from domestic programs.

Still, according to results of the
large market survey, not a single
company has outright barred
business class usage company-
wide, and 2 percent of the
respondents even said they

— removed restrictions for employ-
ees to book business class.

Carlson Wagonlit Travel chief operating officer of North America
Mike Koetting, a speaker during the May ACTE conference, said that
while many companies have taken the “meat clever approach” to
reducing travel, many other companies have tried to stretch their
travel dollars through business class policy adjustments, in many cases
“reducing business class from a trip that used to be six hours in dura-
tion to eight hours in duration or 10 hours in duration. Those are
pretty simple things to implement and communicate.”

Shifting business class policy has become one of many levers buy-
ers pulled this year to drive more savings through policy, as opposed
to airline negotiations.

The most common business class policy is to base eligibility on the
number of hours of a trip. The 54 percent of respondents who have
such a policy on average allow business class use for trips of at least
eight hours. About 44 percent of respondents allow business class for
all international trips, while 34 percent have a policy that makes busi-
ness class exceptions for high-level executives.

“In challenging economic times, a company can allow for business
class travel,” American Express’ Manning said this month, “but if an
employee has a business objective, and they don’t know if they'll be
able to achieve it in one trip or two trips, and they know they have a
limited overall travel budget, they'll probably self select into the more
cost-effective categories.” ®

Airline Business
Class Policy

2008
For trips of more than a certain number
of hours* 54%
For international trips 44%,
For certain executives 34%
For transcontinental trips 17%
For trips with clients 2%
For flights before business 5%
No use allowed 0%
Other 10%

* Average: 8 hours

Average Percentage Of U.S.
Spend On Flat Rates On
Specific Citypairs, 2008

Average Percentage Respondents
0% 41%
1% to 10% 29%
11% to 20% 5%
21% to 30% 12%
31% to 40% 0%
More than 40% 0%
Don't know 12%
Mean 12%

Average Percentage Of Non-
U.S. Spend On Flat Rates On
Specific Citypairs, 2008

Average Percentage Respondents
0% 41%
1% to 10% 27%
11% to 20% 7%
21% to 30% 0%
31% to 40% 2%
More than 40% 2%
Don't know 20%
Mean 12%
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Expanding Travel Agency Consolidation

any corporations with large market travel
spending are expanding travel management
company consolidation efforts as they target
cost cutting, greater program control and
maximum supplier negotiating leverage.
While 81 percent of large market travel
buyers in BTN's survey said they are consoli-
dated with one TMC in the United States, the
greatest opportunity is internationally, where
slightly more than one-quarter of respon-
dents have rationalized agency operations.
“There are very few organizations that |
know of with that type of spend that are not
consolidated, unless they are a combination
of business units over the last couple of years
and just haven't gotten there yet,” said
Ovation Travel Group executive vice president
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Booking fee by telephone per domestic transaction
Booking fee online with agent assistance per transaction
Booking fee online without agent assistance per transaction

Michael Steiner in reference to large market
companies in the United States.

Mary Ellen George, general manager of
BCD Travel's consulting unit Advito, said that
BCD’s bid activity is up 67 percent year-over-
year, with much of the action coming from
large market buyers evalu-
ating consolidation with a
single TMC.

Internationally, TMC con-
solidation sometimes was
slow as buyers were able to
obtain data from all of their
agencies and have their pri-
mary TMC aggregate it. With suppliers look-
ing for buyers to have more control over their
programs to ensure marketshare commit-
ments and other discount thresholds, inter-
national agency consolidation is more than

2008
$30.70
$21.50
$11.50

* Including operating expenses and indirect costs, overhead and profit paid to the agency
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Transaction fee
Management fee
Revenue share

Cost-plus

Other
No primary contract
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2008
81%
28%
14%
17%

3%
0%
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just a blip on buyers’ radar screens.

“Clients from the largest to the smallest
are looking at all of their spend that is not
under one umbrella today and are looking to
pull that in,” said Travelocity Business vice
president of sales and account management
DeAnne Dale. “It used to
be: Consolidate the data so
that you have the global
information to leverage.
Now that the suppliers are
looking for more, it is even
more important to show
that they have control.”

Meanwhile, as some companies downsize
travel management departments and give
travel responsibility to one or several people
with multiple responsibilities, corporations
are expanding their relationships with TMCs
for more services, such as consulting, manag-
ing vendor relationships and negotiating.
Some TMCs are adding dedicated account
management and advisory resources.

“Five to 10 years ago, there were dedicat-
ed travel managers and now they might have
food services, apartments, credit cards or
might be responsible for buying computers,”
said Bill Tech, president and CEO of Travel
and Transport, which has about 15 accounts
with annual U.S. booked air volumes of $10
million to $50 million. “A lot of that is the
shift to procurement, where they are buying
more than just travel.”

International |




Keeping Buyer Control Of Hotel Rates

BY MICHAEL B. BAKER

Large market buyers, even without the vol-
ume advantages of the largest travel buyers,
are keeping hotel rates under control by
boosting compliance, compiling data to
benchmark their performance by city, follow-
ing such best practices as vendor consolida-
tion and enacting tiering down strategies.
While large market buyers generally paid
higher luxury and upscale hotel rates, there
was very little difference in the overall aver-
age daily rate they paid last year compared
with Corporate Travel 100 companies. BTN's
survey showed the overall average large mar-

ket rate in 2008 was $156.50, compared
with a CT100 average rate of $155.30.

“This group is paying attention to strate-
gies like compliance monitoring and getting
a hold of the whole hotel spend,” said Neysa
Silver, Carlson Wagonlit Travel Solutions
Group Americas director of hotel consulting.
“Their rates might not be as good as some-
one who puts in twice the volume, but sav-
ings are just as important.”

Large market buyers reported domestic
hotel compliance levels mostly within the 50
percent to 69 percent range. Hotel compli-
ance is trickier than other travel components
because of the sheer volume of hotel supply,
location issues that might not make a

2008
Deluxe $288.30
Upscale $201.10
Midprice $138.90
Overall $156.50

Average Daily Rate
By Hotel Tier

preferred property the best choice for
some travel and legitimate reasons to
book outside of preferred properties,
such as traveling to an area that has
no preferred properties or attending
an industry event where a non-pre-
ferred property has a negotiated
group rate, said Bob Brindley, BCD
Travel consulting unit Advito's vice
president of business development.
Silver said buyers get a better picture
of compliance by reporting only from
preferred locations and by incorporat-

Hotel Room Night
Volume

Less than 40%

S /0% to 49%

50% t0 59%
S 0% to 69%
B 0% to 79%
B 830% to 99%

Percentage Of Domestic Hotel Room Night
Volume Spent At Preferred Hotels, 2008
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ing reason codes when possible.

Justin Zucker, manager of travel services for
education and media conglomerate Pearson,
said during an educational session at the
National Business Travel Association’s annual
convention in August that his company’s
executives are not interested in compliance
directly. Their priorities are budgets and trav-
eler safety, he said.

Zucker said he monitors the percentage of
bookings that go to preferred hotels com-
pared with other properties, but he uses
actual rates paid to communicate value to
senior management, he said.

“Does John Q. Traveler, who is going to
whatever city, get the same rates?” Zucker
said. “It actually is telling me if our program
has a lot of value.”

Laurie Kazimer, manager of travel sourcing
at Target Corp., said at the same NBTA ses-
sion that her company keeps hotel compli-
ance and cost in check by setting expense
limits in key cities. With daily reporting from
its travel management company, Target is
able to ferret out hotel bookings that are
either outside of preferred properties or are
above those expense limits. Travelers are noti-
fied, and senior management receives
reports about those who do not follow the
recommendations, she said.

“It is pretty impactful when you know
you're going to end up on a senior manage-
ment report,” Kazimer said. “It's been very
successful over time.”

Advito’s Brindley said large market buyers
employ rate caps for a variety of purposes,
including targets for negotiations or setting
guidelines for travelers who book outside of
preferred properties. CWT's Silver said she’s
hearing more buyers ask about rate caps,
although not many are using them yet, and
that many instead have put an across-the-
board limit on acceptable hotel rates.

Large market buyers also often have the
volume to employ some of the negotiating
strategies used by the largest travel buyers.
Many, for example, have the volume to
negotiate chainwide discounts, Brindley said,
giving them coverage even in areas where
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they might not have a negotiated
property. “If you can qualify for
that, you'll also have a better
service level because you'll have
the benefit of these global chain
representatives,” he said.

Christa Manning, research
director for American Express
Business Travel Global Advisory
Services, said this year large mar-
ket buyers also are seeing rate
decreases of 10 percent or more,
compared with first offers, by
using reverse auctions. It's one
sign of the high negotiability lev-
els of hotels, she said.

“We've also seen a better
response rate and more unsolicit-
ed participation,” Manning said.
“That’s why hotels have huge
savings potential for large mar-
ket companies right now.”

While these strategies have
more relevance in buyer’s mar-
kets, Advito’s Brindley said large
market buyers also enjoy a cer-
tain advantage in seller's mar-
kets. When occupancy levels are
high, hotels arent necessarily
interested in wooing the highest-
volume corporate clients to their
properties, he said.

“Sometimes you can be too
big,” Brindley said. “In a seller’s
market, size can be a disadvan-
tage, if you ask a hotel for a
thousand rooms and it doesn’t
need a thousand rooms. In the
current market, size can be an
advantage.”

Large market buyers can
increase negotiating leverage in a
buyer’s market by cutting the
number of hotels in their pro-
gram. “In the past, they might
have needed five to 10 hotels in
a city, not because of market or

HOTEL
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location needs, but because it
was harder to get a room,” he
said. “Now, with occupancy
down, they can streamline to
three or four hotels and deliver a
bigger share of their business.”
A slight majority of large mar-
ket buyers, 53 percent, reported
they were using more lower-tier
hotels in 2009 compared with
2008. While tiering down is an
obvious strategy to achieve cost
savings in a seller's market—par-

ticularly since midprice and
select-service properties provide
more amenities on a rate-inclu-
sive basis—it is a more compli-
cated choice in a buyer’s market,
according to consultants.

Lower-tier properties have less
room in their rates to discount,
Brindley said, while upper
upscale and luxury properties can
cut rates considerably in times of
low occupancy. As a result, the
premium between the tiers has
decreased, so tiering down does
not have the same savings
impact as other policy alter-
ations, such as cutting first- and
business-class air travel.

“Some of our clients, even
though they’ve made an effort to
tier down, realized the travelers
are going through a lot of stress-
es as well,” he said. “If they can
get an upper upscale property
for just a few dollars more than
an upscale property, they're
going to let them do that.”

CWT's Silver, however, said she
has not seen buyers back away
from tiering down strategies
even as rates softened.

“Part of it is perception,
because they don't think it's the
right message to stay at all those
luxury properties,” she said.
“Also, there still tends to be a

Average Savings|

S % to 15%
B 1% to 25%

26% t0 31%

@ 32% to 50%

Average U.S. Negotiated Savings Off The
Corporate Rate Published By Individual
Hotels In The GDS In 2009

Q.

delta, even if it's smaller than a
year or two ago.”

American Express’ Manning
said her group has done research
to show significant savings to be
achieved through tiering down.
Travel buyers, in preparing their
2010 hotel programs, are taking
a strong look at their market-tier
strategy and are considering
changing their constituent pool,
she said.

“Companies are looking at
their travel footprint and supplier
mix and are going to be more
precise in how they channel vol-
ume,” Manning said. “They
want to be in line with their
peers to be cost competitive.”

Still, Advito’s Brindley said
many times companies add
lower-tier properties to their
hotel programs, but travelers still
stick to their same patterns with
hotels. Their conscience might
persuade them to book at lower-
tier properties in times of heavy
company cost cuts, but that
would decrease as the economy
rebounds, he said.

“As the economy improves
and continues to improve as we
go through 2010, | would expect
some of that voluntary down-
grading to start shifting back,”
Brindley said. ®

Cos. Raising Lower-Tier

Compared With 2008

Hotel Use In 2009
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Using Booking Tools As Tech Backhones

BY SETH HARRIS

With large market company
travel spending becoming more
multinational, travel buyers in
the segment are requiring more
capabilities and enhanced func-
tionality from travel technology
to raise their control over travel
expenditures and traveler behav-
ior as they seek to bring consis-
tency to increasingly complex
travel footprints.

Online booking systems are
becoming the backbones of
most corporations’ technology
portfolios. Larger programs that

have considerable expenditures
in other countries are deploying
online booking systems abroad.
In countries where online book-
ing tools already have been
implemented, corporations are
encouraging travelers to book
online in an effort to shed costs
without having to significantly
reduce trip volume.

According to BTN's large mar-
ket travel buyer survey, 84 per-
cent of respondents are using an
online booking system in the
United States, with another 11
percent planning to buy or
replace their tools by 2010.

Online Booking Use, 2008

Percentage of U.S. air bookings made
through company-approved online booking tool

Percentage of online U.S. air bookings
without agent intervention

63%

70%

With  booking compliance
through the preferred company
agency and self-booking tools
continuing to reach new heights,
more savings can be generated
by improving touchless transac-
tion rates. According to BTN's
survey, the average first-pass
yield rate percentage on online
U.S. air bookings has reached 70
percent. On average, a touchless
reservation can save a company
$10 per transaction versus an
online booking with some agent
interaction. Booking tools have
improved in that area significant-
ly in recent years by enabling
such previously offline processes
as unused ticket application and
multi-leg booking to occur
online.

In Europe, online booking tool
penetration among these U.S.-
based large market buyers is less
overwhelming, with only 40 per-
cent of respondents currently
using a self-booking tool.
Meanwhile, 30 percent have no
plans to buy one.

“Internationally, booking tools
have matured to the point where

No plans to buy

@ Don't know

Currently using a system
@ \ow buying or implementing
@ rlan to buy/replace by 2010
@ Plan to buy after 2010

Online Booking System Status, 2009

5%

84%

us.

30%

w

40%

Europe
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you can use them in most coun-
tries,” said Travelocity Business
vice president of sales and
account management DeAnne
Dale. “Once you have a consis-
tent booking tool across the
globe, you can set some controls
within that tool by country or
region on what and how travel-
ers are buying.”

With even a slight increase in
online adoption, companies can
save considerable sums of money
through traveler visual guilt, bet-
ter policy messaging and the
most  straight-line  savings
method of paying less in transac-
tion fees for an online booking.
Large market companies on aver-
age pay $11.50 per touchless
online air transaction, while for
air reservations made with an
agent they pay $30.70, accord-
ing to BTN research.

Estée Lauder in 2009 increased
its online booking adoption in
the United States from about 50
percent to nearly 80 percent
after issuing a company directive
that all domestic point-to-point
roundtrips be booked on the
company’s preferred self-book-
ing tool, Concur Cligbook,
according to executive director of
global travel and meeting servic-
es Cynthia Shumate.

The company now is measur-
ing the adoption of each of its
brands, and those still at low
adoption levels will receive new
training. Communications with
data points on lost savings also
will be sent to non-compliant
travelers in an effort to shift
bookings online.

Shumate also is evaluating
expanding the online booking
tool program in Europe, used
currently in three of its eight
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operating countries in the
region. She noted that the com-
pany has good adoption num-
bers in Australia.

While size of the program has
some role to play in online book-
ing tool strategies, technology
company executives said it has a
lot more to do with the compa-
ny's travel patterns, where its
offices are located and how its
travel management service
providers are configured.

“A lot of times, the issues are
the same,” said Concur Cligbook
Travel solutions marketing man-
ager and former large market
travel buyer Suzanne Fletcher.
“They may be more complex
because they may be global or
multi-agency and multi-GDS, but
oftentimes you still have a lot of
the same issues.”

Pam Keenan Fritz, senior vice
president of North America for
Egencia, which breaks the mar-
ket into three segments—Iess
than $2 million in annual air vol-
ume, $2 million to $15 million in
air and more than $15 million—
said that with any supplier or
technology, “a good business

million

$1

practice for a
account is a good practice for a
$50 million account.”

One area where large market
companies are showing some
differentiation is the way in
which they contract their online

booking  tool  relationship.
Whereas the midmarket often
buys self-booking tool services
through travel management
companies, larger companies are
increasing their direct relation-
ships with vendors.

TECHNOLOGY.

BENCHMARKS

GetThere chief marketing offi-
cer Suzanne Neufang said that
this year in particular procure-
ment, finance and technology
teams are looking for more “core
expertise from their technology
providers, so there is more inter-
est in direct relationships.”

Rearden Commerce, which
identifies the large market as its
sweet spot, according to vice
president of worldwide sales
Tony D'Astolfo, is starting to do
more direct contracts with large

market companies at the lower
end of the scale.

“As the program grows, that is
where you start putting some
emphasis on it and that is when
you get into dealing directly with
the supplier,” said D'Astolfo.
“The way the Web has changed,
the way technology is innovating
and the impact that mobile is
having should all inform your
technology decisions.”

Concur's Fletcher said ques-
tions of whether to contract
directly with the online booking
system provider or go through
the travel management company
is less an evaluation of size and
more a question of “do you have
the resources to manage it and
do you want your primary con-
tact to be your technology com-
pany or your TMC?”

Accompanying online booking
tool expansion in the large mar-
ket is the requirement for more
robust data and more sophisti-
cated reporting and analytical
tools so buyers can have greater
visibility into their total travel pro-
grams as they work on increasing
compliance and reducing spend-
ing in all company locations.
With business intelligence tools
becoming more mature, they
become more of decision-mak-

Currently using a system
@ \ow buying or implementing
@ Now in process of replacing
B Wil select by the end of 2009

Do not have or plan to buy

U.S. Online Expense Reporting
System Status, 2009

ing applications than just report-
ing platforms, something that
has added value for travel buyers
now tasked with several other
corporate services or procure-
ment functions.

“What you are seeing in the
larger market accounts now is
that they are not dedicated trav-
el managers, they are assigned
other responsibilities, which
could include corporate mobili-
ty,” according to Advito general
manager Mary Ellen George.
“The role of the travel manager
is expanding and getting them
engaged more to make their
trips more productive and their
travelers more productive.”

Travelocity Business currently is
rolling out two new dashboards
designed for enhanced evalua-
tion of compliance metrics in
order to enable travel managers
to have more influence over trav-
eler behaviors by providing more
granular visibility into compliance
metrics.

“The key is to have the hierar-
chy built in to look at behavior
across the globe by region or
country,” Dale said. “They are
getting more scientific at looking
at behavior in different places of
the world and how they push
different behaviors.” @

Traveler-Tracking System
In Place, 2008
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Co. Seeks Total T&E Compliance -

Thomas Barrett, director of strategic sourcing for Ingersoll Rand—
which continues to integrate his previous company, Trane, following
last year’s acquisition—this month spoke with Business Travel News
senior editor Jay Boehmer about supplier receptivity, compliance and

the budget planning process.

BTN: A lot of companies are in
the budget planning process.
How will things look next year?

Thomas Barrett: Many of us
go through the budget planning
cycle, but | don't think I've ever
heard any company say, “We're
expecting a great year, increase
your travel budget by 10 per-
cent.” Budgets are going to con-
tinue to be tightly constrained
and probably under even more
rigor than in the past. That's not
to say it hasn’t been rigorous in
the past. Through all the plan-
ning and all the meetings, there’s
a lot more of that rigor going on,
but we've always valued produc-
tivity and aimed to meet our cus-
tomer requirements.

BTN: According to our large
market research, about 45 per-
cent of respondents said that air-
lines have been more receptive
to negotiating pricing agree-
ments. What have you found in
your discussions?

Barrett: For organizations that
can demonstrate data, demon-
strate commitment, demonstrate
management support, the air-
lines are being as attentive to our
requirements as they can. That
being said, | still think it requires
us to deliver a value proposition
across all sectors.

We have a global, consolidat-
ed program, so we have got to
be mindful of the market dynam-
ics in every single location. In
some cases, with the require-
ments in our foreign cities, we
have to be mindful about what
the dynamics are—schedule,
prices and so forth. It's easy to do
the long-haul, but it's the local
markets, the technology that
brings it all together, the faring
rules, the ticketing and the level
of sophistication that are differ-
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ent—that get more complicated.
| feel we demonstrated what
we were doing and brought
them all into the fold about how
we were globalizing our pro-
gram. We've demonstrated our-
selves to be able to report consis-
tently, show and deliver the low-
cost opportunity and value
proposition to all of our travelers.
We have been rewarded with
good dialogue. The fact is that
our analytics show that we are
performing and they are being
receptive and responsive.

BTN: It seems that hotels have
been even more receptive to
pricing discussions this year.

Barrett: As we bring both of
these companies together, there
will be a rationalization process.
We've had an RFP and brought in
all of the hotel vendors, and we
are working to rationalize that,
because there are a lot of loca-
tions. We've seen good receptiv-
ity and | think it remains a buyer’s
market, even as we move into
2010. But, like with air, it's going
to be how well you manage the
program. If you're just everything
to everybody, you may not get
the same receptivity.

BTN: Are you finding more
opportunities to achieve savings
through policy rather than the
negotiating table?

Barrett: \We continue to com-
municate broadly across all areas,
whether it's the online channel
where someone sees a pop-up
message or online portal mes-
sages or direct e-mails from sen-
ior leadership. We still talk about
compliance and using the pre-
ferred credit card and making
sure you're using the preferred
vendors through all the data
mining that we do. It's still very
important for us to do those

things. Because if everyone com-
plies with these actions, you will
find that the savings is all there.
BTN: Where else are you
focusing on compliance?
Barrett: We're really focusing
on watching the entire T&E
process. You focus so much on
the air, and the hotel and car

rental, and we get huge compli-
ance in these areas, but we're
starting to look at every other
area that is charged on T&E.
We're looking at credit card
delinquencies and all those num-
bers. We're spooling up more
reports from the expense-report-
ing tool. We're a very compli-
ance-driven company and these
technologies allow us to report

Business Travel News

more, and we get more requests
for information.

BTN: Where is that request for
information coming from?

Barrett: The CFOs of our busi-

ness sectors. We've begun to
broaden and refine reports so
you can see a lot more data.
We're trying to make them more
actionable. Management loves
seeing those reports, but they
want them faster. It's hard to
keep the agency as the sole
police entity. There has to be
overall P&L accountability for
each manager. The biggest chal-
lenge we see is the airline
reporting cycle: It's so lethargic
that by the time ARC closes and
it comes to the travel agency,
there’s such a lag.

BTN: One policy action that
seems to have grown in popu-
larity is pre-trip authorization.
Have you put in a place a pre-
trip approval process?

Barrett: If you withhold

ticketing until the time of
approval, then the fare per-
ishes. We've established
what we call passive pre-trip
approval, which means the
manager will get a notifica-
tion, and they have time to
call the agency and cancel
that trip, but | don‘t want
to stop that booking
before then.

BTN: Are you leveraging
your meetings and tran-
sient travel spending?

Barrett: We are. We're
going with a new tool for

our meetings depart-
ment, but we also have integrat-
ed those small meetings into pre-
packaged opportunities for our
local businesses. We have a small
meetings desk. Managing meet-
ings is the last frontier in many
areas. In a world where more
managers are becoming self-suf-
ficient, this is an area where
they're not. That's why we have
tried to provide more tools.




Embracing Mtgs. Management Practices

arge market buyers are follow-
ing the largest travel buyers in
embracing meetings manage-
ment best practices, with a
majority capturing data for their
meetings and leveraging hotel
negotiations with their transient
volumes. Consultants also said
the economic downturn has
spurred more large market buy-
ers to step up demand manage-
ment policies for their meetings
programs and centralize meet-
ings management functions.

Business Travel News research
showed that just over half of the
large market respondents report-
ed that they captured data for
most meetings during 2008.
Meetings industry consultants
said that percentage undoubted-
ly grew this year, as meetings
buyers faced internal and exter-
nal pressure to control meetings
spending.

“I'm surprised the number is
that low,” said George Odom,
senior director of business devel-
opment for BCD Travel consult-
ing division Advito. “There’s no
question that there’s much more

interest in meeting spend than in
the past, and people are collect-
ing that information.”

A slightly stronger majority, 60
percent, of Corporate Travel 100
buyers reported having thorough
meeting data collection capabili-
ties in 2008. Such capabilities
came from investing in technolo-
gy to capture data and register all
meetings, according to Kevin
Iwamoto, vice president of enter-
prise strategy for meetings man-
agement technology supplier
StarCite. Large market buyers
have little choice to follow suit,
he said.

“If they haven't made that
investment, they're still scratch-
ing in the dark,” lwamoto said.
“They have to scrape informa-
tion from the corporate card,
general ledger and other places
and then assume what is meet-
ing spend and what isn't meet-
ing spend, so they just have
hypothetical data.”

A good grasp on meetings
data is just as important for risk
mitigation purposes as it is for
cost control, lwamoto said. If an
incident happens at a certain
hotel in a certain city, buyers can
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quickly determine whether they
have transient travelers staying at
the property, but could miss out
on corporate events there if they
cannot access the data, he said.

“A lot of meetings that take
place aren’t booked through the
usual travel channels,” according
to lwamoto. “You might have all
the necessary processes in place
to deal with catastrophic or
weather-related events, but
unless you have a program in
place, you'll have no access to
those meetings. It can give you a
false sense of security.”

The increased need for data
correlates with more large mar-
ket companies centralizing meet-
ings with purchasing functions.
In 2008, 46 percent of large mar-
ket buyers reported that the two
units were centrally consolidated.
This also is growing, however, if
Corporate Travel 100 bench-
marking is any indication, as con-
solidation for those companies
crossed the 50 percent threshold
in 2008.

In a non-consolidated environ-
ment, meetings costs often are
spread across numerous units,
including training, marketing
and travel, Advito's Odom said.
While this allows meetings to fly
under the radar in prosperous
times, the economic downturn
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has spurred senior management
to take a sharper interest in what
the company is spending on
group travel.

“When profits are smaller,
companies are going to be more
interested in controlling more of
their expenses,” according to
Odom. "With the economy the
way it's been, they're looking at
all spending items. They've
already cut down travel, so the
next step is meetings.”

This level of senior manage-
ment involvement might even be
greater at large market compa-
nies compared with Corporate
Travel 100 companies, Odom
said. For some on the smaller
end of the large market, CEOs or
CFOs might now be taking a
direct interest in the meetings
bottom line, as opposed to divi-
sional executives or vice presi-
dents in larger companies.

As such, more large market
companies are  employing
demand management practices
with meetings. Part of this is
reducing internal meetings,
meeting closer to home and con-
ducting meetings on company
campuses rather than hotels,
StarCite’s lwamoto said. Some
buyers configure online booking
tools to challenge travelers at the
point of sale about whether

Total U.S. meetings dollars net of
commissions and refunds for air,

accommodation, ground
transportation, etc.
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meetings travel is necessary or
could be accomplished by other
means. This shift in some cases
had as much to do with percep-
tion as with savings, following
public scrutiny of a few corpo-
rate events conducted by compa-
nies receiving federal Troubled
Asset Relief Program bailout
money.

MEETINGS
BENCHIVIARHS

Remote conferencing technol-
ogy also increasingly is becoming
a part of large market travel buy-
ers’ meetings programs,
Iwamoto said. The high cost of
such technology has been a bar-
rier of entry in the past for large
market buyers, and while that
has begun to change, the
urgency of getting meeting costs
under control has tipped the bal-
ance, he said.

“The price has come down a
little bit, but there are a lot of
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efficiencies to having those vir-
tual technologies put in place,”
he said. “If they've identified that
they do a lot of internal meet-
ings, and those meetings do not
generate revenue, then they will
want to invest in that.”

Additionally, the availability of
the technology through third-
party networks gives large mar-
ket buyers a lower cost of entry,
said Christa Manning, research
director for American Express
Business Travel Global Advisory
Services. Meanwhile, two multi-
brand hotel companies, Marriott
International and Starwood
Hotels & Resorts Worldwide,
each announced initiatives to
equip some properties in major
cities with the technology for
corporate group use.

Large market buyers also have
been able to curtail group travel
by using less expensive technolo-
gy, Odom said.

“Everybody thinks it's got to be
video, but the amount of audio
conferencing and Webexes has
really exploded,” he said. “Those
are virtual meetings, in a way,
and they go on all the time.”

Most large market buyers are
employing the strategy of lever-
aging meetings and transient
travel. BTN's research found that
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59 percent of large market
respondents did so for their 2009
hotel negotiations.

Consolidation doesn't always
work when negotiating with
hotels on an individual basis,
Odom said. A large convention
hotel, for example, might serve
no transient purposes. Buyers,
however, can gain savings when
they take smaller meetings into
consideration, he said.

“If you use your definition of
meetings as 10 or 20 people,
then your transient rates would
usually be lower than what your
meeting rate would be,” Odom
said. “If it fits with your numbers,
you can get that same transient
rate for small meetings.”

According  to  American
Express’ Manning, that strategy
already has found more traction
overseas. “We hear of that in
Europe more so than in the
United States,” Manning said.
“European hotel companies have
been much more cautious in
lowering rates and focusing on
increasing occupancy, so they're
more open to it.”

On the flip side, hotels seeking
occupancy boosts often  will
court buyers for transient busi-
ness if they hosted a company’s
conference or business event.
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With cost-saving controls in
place and demand management
policies enacted, consultants said
they did not expect to see large
market buyers make further sub-
stantial cuts in their meetings
programs in 2010. “A lot will
depend on the overall economy,
but we think it will be relatively
flat,” according to Advito’s
Odom. “"We see meetings mir-
roring what's going on in the
overall hotel marketplace.”

Hotels have reported slight
recovery for group business as
well as an uptick in advance
group bookings for a year or two
ahead. Many hotels have put
together group packages with
slashed rates and attractive terms
and conditions, so buyers are
looking to take advantage now
before occupancy and demand
begin to recover.

Even after the recovery, how-
ever, large market companies are
unlikely to loosen the tethers
controlling group demand and
spending. “A lot of our cus-
tomers are saying we have a new
norm, and what we're spending
now is the new baseline,”
Iwamoto said. “The supplier
market is going to have to realize
that, and it's going to be a bitter
pill to swallow.”
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Finding Room For Making Ground Moves

ar rental contracts, while a
much smaller part of the travel
budget than air and hotel spend-
ing, can be fertile negotiating
ground for large market travel
buyers, particularly since rates
are less affected by volume.

The large market buyers sur-
veyed by Business Travel News
reported spending in 2008 an
average of $40 on daily rentals
for midsize cars, not counting
taxes or fees. Corporate Travel
100 buyers in 2008 paid on aver-
age a rate of $37.80 for midsize
car rental, and that number has
changed little in the past decade.

Neil Abrams, president of car
rental research firm Abrams
Consulting Group, said when it
comes to rate negotiations, car
rental companies see little differ-
ence in companies that spend
$10 million or $30 million a year
in car rentals. They've had trouble
in the past negotiating with too-
high volume customers that ulti-
mately hurt them, he said.

Car rental companies operate
on razor-thin margins, Abrams

said, so they have less wiggle
room in their rates than hotels
and airlines. Additionally, rates
are not always the whole story
with the car rental industry,
which in recent decades has
been the target of bevies of local
and state taxes by governments
looking for ways to fund projects
such as sports stadiums.
There are a few cities where
these taxes and fees come
close to equaling the actual
rates, so a large part of the
car rental price is not nego-
tiable, regardless of a buyer’s
volume.

Instead, Abrams said large
market buyers are better served
to look at add-ons and favorable
contract terms rather than focus
on negotiating rates. “There’s
last-vehicle availability, insurance
coverage, extras like GPS equip-
ment, fuel pricing or looking at
midweek pricing versus weekend
pricing,” he said.

Large market buyers also can
enforce a policy that travelers
must in most cases refuel their
own cars before returning them,
rather than paying the inflated
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refueling fees offered by car
rental companies.

Despite the challenges, the
major car rental firms' balance
sheets have held up relatively
well throughout the down econ-
omy, Abrams said.

Abrams attributed the indus-
try's stability to vendors improv-
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ing their methods of controlling
their fleets. Car rental companies
have a scalable inventory that
they can adjust quickly to accom-
modate demand’s ebbs and
flows, he said.

It is unlikely that buyers of any
size will be able to shave signifi-
cant amounts from their car
rental rates this year, Abrams
said. “The fundamentals are
strong, and when the fundamen-
tals are strong, rental companies
can be much stronger at the
negotiating table,” he said.

On the chauffeured car side of

Less than $30
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More than $50
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the ground transportation seg-
ment, a majority of large market
buyers, 57 percent, reported hav-
ing contracts in place for those
services. This is comparable to
the levels seen in most recent
years for Corporate Travel 100
companies, which this year saw
the percentage of those compa-
nies with such contracts in
place rise to 69 percent.

While car rental compa-
nies largely have been able
to weather the economic
downturn, chauffeured car
companies have taken a
brutal beating, resulting in
job cuts, corporate-owned
location closures by large suppli-
ers and the annihilation of some
smaller suppliers.

Like luxury hotels and private
jets, chauffeured transportation
became a toxic component of
some travel programs, with buy-
ers fearing that their use, even
when heavily discounted, would
be labeled as extravagant. As a
double-whammy to the industry,
many of its best customers in the
financial services sector also have
disappeared or faced severe cut-
backs as a result of the econom-
ic downturn.
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