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After a year in which most companies exercised an un-
precedented level of travel cost control, travel decision
makers had the attention of senior management and trav-
elers as they changed policy, reexamined relationships
and altered strategies.

Tracking every expense is critical to controlling
cost and the basis for effective negotiating. In a world
where acts of terrorism, volcanic activity or dis-
ease can close down air traffic without notice, travel
managers also need to track every traveler and pro-
vide them with emergency assistance. Rapid chang-
es in corporate travel consolidation, globalization,
automation and government regulation further compli-
cate strategic travel planning.

The year’s Business Travel Buyer’s Handbook rep-
resents a two-decade effort to hone a comprehensive
description of key travel management processes, tech-
niques and questions. BTN editors and sources, includ-
ing many of the 30 members of BTN’s editorial board,
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helped fine-tune this 20th edition. We appreciate all the
contributors over the years who have helped explain
how to put together internal processes and work with
travel suppliers.

58 Evaluating Corporate
Travel Automation

64 Selecting A Corporate Payment System

—David Meyer, editor-in-chief
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Structuring A Travel Management Program

BY DAVID MEYER

ressures to control corporate expenses and maximize their value have given those
responsible for travel more attention from senior management and business travel-
ers for a robust and clearly defined managed travel program than ever before.

In addition to cost control, cohesive travel management programs provide corpo-
rations with mechanisms to support business objectives, manage supplier relation-
ships, ensure traveler safety and security and adapt to the rapidly changing business travel
marketplace.
To build a program that can deliver all that requires a strategic vision, reliable data and contin-
uous communications. By obtaining internal support throughout the company and throughout
the process, travel buyers can achieve significant program compliance, which contributes to
increased cost savings and higher service levels for employees and corporate customers.

By incorporating the company's culture into the configuration of travel management policies
and procedures that support its business missions and working in concert with internal and ex-
ternal partners, travel buyers can ensure that they have a comprehensive blueprint from which
they can develop a sturdy managed corporate travel program.
The following is a guideline for a well-constructed program:

|. SCOPE AND REACH
A

Atravel managementprogram can be initiated
by a decision at corporate headquarters, with
support from regional headquarters or within
a branch of a company. A corporate gover-
nance board, internal audit or compliance
department can be useful in garnering travel
program support. Fundamental components
of successful travel management programs
include a written policy, well-negotiated sup-
plier agreements, the implementation of a
travel procurement system, a management
information system that provides pre- and

post-trip data, an online booking tool and a

payment and reimbursement system.

1. Service and savings benefits must be
measured, reviewed and communicated
regularly with key company stakehold-
ers. An important step is to internally
compare spending levels and policy
compliance to determine travel man-
agement goals and objectives.

2. Using available data, you should mea-
sure supplier performance against de-
fined contract targets. Such initiatives
can be undertaken with the use of ser-
vice-level agreements with travel man-
agement companies and quantifiable
data from benchmarking tools.

Implementation strategy

1. Identify individuals who will be respon-
sible for tasks involved in the implemen-
tation process and key decision makers
who will support the project. Develop
procedures and systems to support
long-term expansion plans. Flexibility
and scalability are key.

2.Draw up a timeline for every step and
specify who is responsible for each com-
ponent with set deadlines. Define im-
plementation objectives and the param-
eters that will be used to quantify the
level of success ultimately achieved.

3.Many corporations concentrate initial
travel management efforts at headquar-
ters or within a core group of operating
units already linked by established lines
of authority, communication and shared
policies. In larger corporations, a travel
or procurement manager often directs
the program from corporate headquar-
ters, sometimes with the help of a travel
committee or council of representatives
from the operating units participating in
the initiative.

a. A cross-functional council can help
broaden support, as its decisions are
seen as supporting company goals, not
just those of certain departments.

b. Another option is a three-tiered com-
mittee, with one group composed of se-
nior managers from various geographic
and functional areas, a second tier of
the employees who would implement
the program and a third group of pro-
curement or travel-related personnel.

c. For global programs, create a commit-
tee of regional and local representatives
aligning with the global footprint.

4. Distribute a statement of senior man-
agement support, optimally mandating
usage. Executive support also is useful
to clearly define roles and responsibili-
ties with such departments as human




C.

resources, legal, procurement, secu-
rity and travel, which will avoid any
confusion going forward of where re-
sponsibility lies.

5. Ensure you have full IT support and
access to the company intranet and
communications tools.

a. Connections to HR and other data-
base feeds will make the uploading of
data into the agency simpler, and you
can use these capabilities to promote
the program and leverage support
from senior management.

b. Dedicate intranet space to promote
preferred vendor agreements, secu-
rity alerts, news and policy changes.
Ensure that the pages are not too
one-country-centric and that all re-
gions are covered. Depending on
company culture, give consideration
to local language pages, at least at a
summary level.

Methodology for supplier evaluation and

selection

1. Study your enterprise’s geography,
cultural orientation and most-fre-
quented destinations.

2. Secure support from senior manage-
ment on the proposed travel policy
and how it will take into account such
matters as acceptable classes of ser-
vice and quality of hotels.

3. From past records of travel activity,
identify specific vendors frequently
used by travelers in each destination,
including hotels, ground transporta-
tion providers and airlines. Identify
alternative suppliers that could sup-
port similar services.

4. Compare vendor costs by review-
ing credit card and expense reports,
consultants, industry benchmarking
groups, peers, travel management
companies and the Internet.

5. For your top 20 to 100 destinations,
depending on company size and trav-
el patterns, develop a proposed list of
preferred vendors. If you don’t have
experience with specific locations,
consult travelers, peers or supplier
contacts who have. Provide those
suppliers with a formal solicitation
or informal request with projections
of travel volume, total expenditures,
service expectations and any pricing
guidelines you might have. The more
spend you can leverage, the better
preferred pricing will be, especially if
you can mandate a policy.

6. Provide for primary and alternative
sources of supply, especially for air,

ground transportation and lodging.

7.1f possible, consider negotiating with
one supplier for multiple destina-
tions. Leverage volume for hotel
chain agreements and multi-city car
rental agreements, and consider re-
gional or global air alliance contracts
as well as smaller local airline agree-
ments to ensure comprehensive
route coverage

8. Require contracts with defined ser-
vice-level agreements to facilitate
performance measurement. Ensure
any marketshare or revenue targets
are achievable and constantly moni-
tored for changes. Establishing viable
expectations enables organizations
to creatively manage travel expenses
without sacrificing long-term sup-
plier relationships.

ll. TRAVEL ARRANGEMENTS

A. Traditionally, travel arrangements were

handled by calling a travel agent on the
telephone to assist. Except for some VIP
services, complex multi-sector or inter-
national bookings and in some service-
oriented industries, this more expensive
option gradually is being replaced by the
use of online booking tools.

. The majority of corporations have installed

online booking tools, most in conjunction
with travel management companies. The
tools access inventory from global distri-
bution systems and directly from suppli-
ers, and travel management companies
typically charge lower transaction fees for
such bookings.

. Although second only to telephone book-

ings for costly labor involvement, some
companies use e-mail to place requests
with their agencies. This allows bulk pro-
cessing and reduces traveler time devoted
to trip planning. It also provides an audit
trail of prior requests and communications

between the traveler and agent, which
many think tends to improve service.

D. Interactive voice response is an alterna-
tive for completing certain types of trans-
actions, particularly those with easily de-
finable parameters. More cost-effective
than an offline agent-assisted reservation,
this time-consuming and often high-main-
tenance system may result in negative
traveler feedback, particularly when pur-
chasing a complex trip.

lIl. TRAVEL MANAGEMENT
COMPANY OPTIONS

It is essential to establish corporate re-
quirements and expectations before making
a travel agency decision. This facilitates the
choice between a blended or single solution
to achieve the objective.

A. Single source provider, in which one

travel management company handles all

client requirements in all locations

1. Advantages

a. Accountability is assured.

b. A single source for all travel man-
agement information can facilitate
successful supplier negotiations.

c. Single account management and
administration may cut overhead
costs.

d. Concentrating purchasing with one
agency allows a company to more
easily move marketshare to meet
contract goals or maximize cost sav-
ings, especially by using the agency’s
preferred suppliers if they align with
the client’s needs.

e. Policy administration can be more
consistent when common systems
and procedures are used for booking
travel and reporting expenses.

f. Installing and upgrading technol-
ogy is easier. Standardization of pro-
cesses and services is more effective
when all agency operations are con-
solidated with one travel manage-
ment company.

g. Many agencies can route calls from
one work group or reservation cen-
ter to another as backup or in emer-
gencies, or actively network centers
across multiple time zones to ensure
more efficient and productive use of
counselor staff.

h. Dissemination of changes and up-
dates is easier when information is
transported through one agency.

i. Online booking tool implementa-
tion and deployment can be easier
through one centralized point of con-




tact, especially for providing training
and support.

j. Standardization of traveler profiles,
management information and report-
ing is easier through one agency.

2. Considerations

a. An agency’s geographical coverage
does not guarantee consistency. It
can be a challenge to ensure uniform
procedures are followed and quality
maintained in a multi-branch organi-
zation. Some countries preclude mul-
tinational travel management compa-
nies from owning offices.

b. A single agency, especially one han-
dling a multinational account, may
not employ a single management in-
formation system format. Some agen-
cies do not use common systems, na-
tionally or internationally.

c. A company does not have to choose a
mega agency for broad geographical
coverage. Many super-regional, re-
gional and local firms serve accounts
using networked automation, online
technology and virtual operations.

d. Divisions, branches and international
locations might resent giving up fa-
miliar agency relationships, particu-
larly ones that share local language or
dialect.

e. Advances in travel management tech-
nology make the use of multiple agen-
cies more feasible. Third-party data
management companies can consoli-
date global spending and reservation
data, even from multiple vendors.

f. Using multiple agencies allows a
travel manager to take advantage of
a potentially larger selection of ser-
vice and product offerings, thereby
reducing corporate vulnerability and
providing a backup for service or fi-
nancial issues.

g. Different travel management compa-
nies may have conflicting preferred
suppliers, which can impact any
shared financial considerations.

h.Use of minority- or woman-owned
agencies can support corporate diver-
sity goals.

i. Use of a third-party data consolidator
can aid in supporting multinational
and multiple-agency programs.

j. Understand payment systems and
how travel is expensed. Centralized
billing may not be possible in some
countries. Privacy laws and financial
regulations may preclude your com-
pany from using the same payment
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system in other countries.

k. Determine the travelers’ after-hours
support requirements. If the travel
management company outsources or
offshores these services, identify the
location and verify telephone operat-
ing capabilities and possible language
and local barriers. Investigate billing
procedures for after-hours call vol-
ume. Make sure the after-hours team
has access to daily operation records
and traveler profiles. Verify that data
privacy controls are in place, espe-
cially with home-based and after-
hours agents.

B. Multi-source solution, in which a corpo-

ration’s different regions or divisions use
their own travel management companies,
and units cooperate in preferred vendor
programs and follow a common policy. The
corporation centrally consolidates man-
agement information from various units
through a travel agency or a third party. In
another variation, a corporation designates
two or more travel management compa-
nies as acceptable and allows individuals
or business units to choose among them.

1. Advantages

a. Business units get a measure of au-
tonomy, as the local provider may
have a better base of knowledge of lo-
cal suppliers, nuances and culture.

b. It can be easier to structure and man-
age agency relationships to meet
needs of different business units.

c. Creates competition within agencies
that can be used to leverage addition-
al services.

2. Considerations

a. Coordinating the use of multiple agen-
cies will require a team approach.
Designating a lead agency may aid co-
ordination and standardization.

b. The technical challenges of merging
management information require a
considerable investment of time and
money. However, data consolidation
systems and expertise are becoming
more readily available from automa-
tion suppliers, travel agencies and the
Airlines Reporting Corp., which can
consolidate and manage travel man-
agement information from multiple
sources.

c. If the company uses a single corpo-
rate charge card for travel purchases,
data can be gathered from the card
supplier, which can replace most el-
ements of agency and supplier data.
Card data may be more useful than

agency data since it represents ac-
tual spend versus booked informa-
tion, and some bookings are not made
through the preferred travel manage-
ment company.

IV. CENTRALIZATION

With a single travel management compa-
ny, a corporation can organize its reservation
and service operations.

A. Centralized: All locations use a single site for

all reservations and ticketing.

1. Advantages

a. Eliminating supervisory and admin-
istrative costs of operating multiple
sites can reduce overhead costs.

b. Communicating policy changes to the
travel management company is more
efficient. Policies can be applied with
consistency and policy changes imple-
mented more quickly and efficiently.

c. Central reservation offices usually are
first to get new technologies, such as
automated booking and telephonic
systems, and can distribute costs
among many accounts, but you may
be paying for something you cannot
or will not use.

d. The company may benefit from ser-
vice consistency, which is harder to
attain with a decentralized operation.

e. Centralized accounts often merit a
reservation team dedicated to the ac-
count, which impacts cost.

f. Efficiencies of scale tend to hold
down costs.

g. Performance standards are easier to
establish and measure in a central-
ized corporate environment.

2. Considerations

a. A dedicated team should maintain
personalized and consistent service
through its understanding of policies
and procedures.

b.Team segmentation should reflect
the business culture and dynamics of
its customer. If the company operates
in business units responsible for their
own profits and losses, it can segment
teams by business unit, or it can seg-
ment teams by corporate brand.

c. The TMC’s telephony and technology
systems should allow for the balanc-
ing of call volumes to maximize econ-
omies of scale.

d.Dedicated teams require training
specific to the company’s needs and
expectations. Make sure to budget
training expenses and time. Consider
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using travel alternatives to reduce
training costs.

e. Depending on the operation’slocation,
there may be a toll-free reservation
number at the agency or corporate
headquarters, a dedicated extension
on the corporation’s nationwide tele-
phone network or an automated e-
mail or intranet-based system.

f. Telecommunication strategies, such
as phone trees and multiple phone
numbers, can create more personal-
ized service for large groups.

B. Decentralized: Different branches of the
corporation use different agencies for res-
ervations and ticketing, and management
data is aggregated at a central point.

1. Advantages

a. Employees may be more comfortable
with local service, a key benefit in in-
ternational locations, especially with
language and holiday considerations.

b.Local agents are familiar with the
hotels, transportation and meeting
space in their markets.

2. Considerations

a. Inconsistent service

b. Difficulties in maintaining policy and
aggregating data, which may be re-
ported differently by different travel
management companies

c. Possible cost increases due to multi-
source purchasing

d. Potential inconsistency in training
and communication

e. TMCs’ capabilities are inconsistent.

C. Inaregionalized program,companybranch-
es either use multiple agency branches or
a single location for the region.

V. OPERATING CONFIGURATIONS

A corporation must choose whether to
handle reservations on company premises
or at an agency location, and by its own peo-
ple or outsiders. With fee-based pricing the
prevalent model, companies can evaluate
decisions about operating configurations in
clear cost and service terms. There are sev-
eral forms of travel management operations:

A. Full-service, off-premises agency

1. Travelers or arrangers contact a trav-
el agency or a company travel center
to make reservations.

2.The agency provides clients with
management information, as well as
analysis of and recommendations for
program enhancement opportunities.

3. The corporation negotiates its own
discount programs and works directly

with vendors, or relies on the agency
to be its liaison to vendors and negoti-
ate discounts.

4. Advantages

a. Common costs are variable and based
solely upon use. For example, a com-
pany will only reimburse for services
required at a necessary time.

b. Corporate overhead expenses and
headcount are minimized. Technol-
ogy cost is spread among different
customers.

c. Central reservation centers can be
located outside of large urban areas,
where overhead costs are lower.

d. With sufficient volume, the corpora-
tion might have a dedicated team of
reservation agents, and additional
staff can be deployed during peak pe-
riods. In slow periods, dedicated staff
can be deployed to other accounts,
reducing labor costs.

5. Considerations

a. If an account is not large enough, it
might not warrant a dedicated team
or command special attention.

b. Agency staff may be less knowledge-
able about the company’s policy and
preferred vendors.

c. As support team size increases, in-
consistencies could develop.

. Dedicated agency branch

1. Provides a full-service off-premises
site, often near the corporate loca-
tion. This potentially can be the most
costly travel management company
offsite configuration because it in-
volves the exclusive use of facilities

and personnel.

2. Assures the account exclusive local
branch attention

3.The agency branch is assigned a
unique ARC number, which facilitates
accounting and collection of travel
management information.

4. Extra care must be extended to en-
sure adequate training and familiarity
with industry changes.

. Full-service, onsite agency branch

1. The agency operates a branch on the
corporation’s premises, with agency
employees providing full service.

2. Advantages

a. A company’s interoffice mail system
can be used for document delivery.

b. Integration of the travel operation
into the company’s communications
network may be easier.

c. Exclusive attention to the corporate
account and a perception among trav-
elers that service is better

d. Fast access to travel counselors for
urgent requests and troubleshooting

e. The company has closer control over
agency service standards and travel
policy application.

f. ARC assigns a separate ARC number
to the agency location, facilitating ac-
counting and the collection of travel
management information. The ARC
number belongs to the agency.

3. Considerations

a. Costs for facilities and communica-
tions are part of corporate overhead.
Most costs for the onsite program are
fixed and are paid even if unused.




b. If the agency employs only one onsite

agent, the company must provide for
backup or telephone rollover during
busy times, illnesses and vacations.
1. With the emergence of more af-
fordable telephony systems and re-
porting software, staffing should be
associated with telephone call sta-
tistics. These statistics will help to
identify performance requirements
for the expected numbers of calls per
agent per day, taking into account
acceptable hold times, transaction
completion time, acceptable callback
and abandon rates and other perfor-
mance measurements.
2. Staffing analysis, assessments and
remedies should be outlined in the
agency contract, along with perfor-
mance measurements.

c. Travel agency employees working
at a corporate site can feel isolated.
Agents must continually train and
may need onsite staff to rotate.

d. Employees may tend to visit the on-
site agent rather than use the phone
or self-booking tool, which may in-
crease transaction time and hurt em-
ployee and agent productivity.

e.Having an onsite could negatively
impact online booking tool policies.

f. Employees at the onsite usually are
more satisfied than those in the field,
who may encounter voicemails or ex-
perience protracted waits on hold.

g. Small corporate onsites may be last
to get advanced technology tools.

D. Outplant

1. Although becoming less common,
reservations made at on-premises
reservation centers staffed by either
corporate or agency personnel are
queued to an off-premises agency lo-
cation for ticketing.

2. For a one-person travel department,
an outplant can relieve some of the
workload by shifting ticketing to
the agency. This arrangement lets
the company provide onsite service
without adding staff.

3.There can be advantages to the
agency in controlling ticketing, such
as concentrating volume at an agen-
cy office.

4. Considerations

a. The corporation does not have its
own ARC number, so it is difficult
to uniquely track travel activity, but
some outplants can obtain one.

b.Reliance on an offsite agent to issue
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tickets and prepaid vouchers
c. This configuration can have chal-

lenges with using the agency’s tech-

nology due to firewall issues.
Hybrid: A dedicated offsite reservation
team complemented by a client service
representative, VIP agent, ticket proces-
sor or account manager onsite. The offsite
team handles basic services, while onsite
agents work with senior-level executives
to troubleshoot, etc. Service levels are
higher but costs are lower than at full-
blown onsites.
Online-originating agency: Online-origi-
nating travel management companies—
notably Egencia, Orbitz for Business and
Travelocity Business—are focused on
low transaction fees for online booking
service. However, the Internet TMCs now
have full offline support services, and the
legacy mega travel management compa-
nies now do more online transactions than
the online-originating agencies.

. ARC-accredited Corporate Travel Department

1. The Airlines Reporting Corp.’s Cor-
porate Travel Department program
provides a corporation direct access
to its central reporting and settle-
ment processing systems. The CTD
purchases travel services for its own
employees, but may not serve the
general public. A CTD can outsource
most, some or none of its travel func-
tions. The only function it cannot
outsource is the actual legal and fi-
duciary agreement between the CTD
and ARC. The location of the CTD
can be on the corporation’s premises
or outsourced to an agency location.

2.The corporation can determine its
own operational configuration, with
or without the support of a travel
management company.

3. The corporation manages suppliers
or acquires automation to add value.

4. Advantages

a. The company retains all earned com-
missions. The collection of hotel
commissions is enhanced because
commission checks are sent to the
CTD address. The CTD configuration
provides enhanced transparency of
transactional income.

b.The company controls its own data
and has immediate access to infor-
mation for ongoing reporting, ad hoc
purposes and integration into other
corporate systems, such as the gen-
eral ledger or enterprise system.

c. The company can unbundle services
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to multiple vendors, assuring best-in-
class products and lower transaction
costs. However, savings could be off-
set because unbundling requires fur-
ther management.

5. Considerations

a.A smaller corporation might find
it cannot earn as many incentives
or commissions on its own as can a
large agency.

b. As an ARC-appointed entity, a Cor-
porate Travel Department’s airline
information is isolated and identifi-
able. This information is available to
the airlines via ARC.

c. As airlines aggressively manage cor-
porate discount programs and com-
mission programs no longer contrib-
ute meaningful revenue, it is unlikely
the Corporate Travel Department
will operate as a profit center.

d. Unless the company is in the travel
business, a Corporate Travel Depart-
ment is not a core business service
and will require a unique set of in-
house or outsourced skills.

e. There are costs associated with be-
coming and maintaining a CTD, in-
cluding annual ARC fees, initial bond
requirements and training or hiring a
certified ARC specialist to qualify for
the program.

. Centralized service location ARC appointment

1. All travel booked by the travel res-
ervation center is associated with
the centralized service location ARC
number, providing the corporation
and its suppliers with detailed infor-
mation about travel activity.

2. Advantages

a. Allows the corporation to segment
travel activity in a service center

b. Hotel commissions are paid directly
to the centralized service location.

c. Transactions can be isolated in the
operation and supported like an on-
site operation with dedicated staff.

3. Considerations

a. The centralized service location is
reliant on the travel management
company for reporting, if the corpo-
ration does not buy a tool or adopt an
internal data aggregation and report-
ing process.

b.The centralized service location
should ask the travel management
company for a copy of the ARC re-
port submitted against its designa-
tion as the primary source document
for reconciliation of activity.
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I. Rent-a-plate spending or acquire the best value in ser- a. Management: Will the corporation as-

1. An on-premises operation staffed by
corporate personnel that provides
reservations and ticketing.

2.The corporation pays a fee to the
agency to use its airline plates.

3. Typically, agency contracts in rent-
a-plate configurations are on a fee
basis, in which a corporation receives
credit for commissions received by
the agency and then pays the agency
for services.

4.This configuration allows corpora-
tions to handle many traditional
agency services, perform their own

vices. The program should work cohesively
with the corporation’s own initiatives. The
prospective return on investment needs to
be identified, calculated and reported as
the program progresses. The company also
should involve senior management in other
corporate departments, such as informa-
tion technology, human resources, security
and facilities management.

1. The company should conduct a com-
prehensive analysis to understand
travel policy in terms of the compa-
ny’s overall strategy and to create a
baseline for future assessments.

sign or hire a full-time travel manager
to oversee the program or designate
an employee with other professional
responsibilities? If a part-time posi-
tion is used, ensure sufficient time is
allocated to manage the program.

b. Staffing: If a corporation is consid-

ering a configuration that requires
hiring agents and travel department
support staff, are qualified people
available? What are prevailing wages
and benefits? Can an online booking
tool or other technology replace some
of the headcount?

data analysis and develop their own
vendor programs

5. Advantages

a. Greater control of service, policy ad-
ministration and daily operations

b. Travelers and arrangers commu-
nicate with the travel department
through familiar company channels.

c. Travel department staff and travel-
ers have a common corporate pur-
pose and style. This can help en-
courage buy-in.

d. A corporation with unusual travel
patterns and destinations can train
agents in its unique needs. egy currently in place accommo-

e. Being part of the same organization date travel reservation and man-
enables problem resolution with few agement information tools? Will
complications. 2. Consider conducting a benchmark- management information resources

2. Facilities: Does the corpora-
tion have space to house a travel
operation? Is it situated con-
veniently? Can the facility be
outfitted with telephone lines,
computer  workstations and
other technological and facility
upgrades? Is there room for ex-
pansion if the corporate travel
budget grows? What is the busi-
ness continuity plan? How can
the service be scaled to support
a major travel disruption?

3. Technology: Can the IT strat-

f. The travel department is on hand to
keep the corporation up to date on
changes in the travel industry.

g. All data about travel patterns and the
destinations of individual travelers re-
main in the corporation.

6. Considerations

a. The corporation increases its head-
count and takes on the job of hiring.

b. Corporations often pay higher sala-
ries and benefits than agencies.

c. The corporation must manage facili-
ties and other overhead expenses.

ing study with companies with simi-
lar travel and entertainment costs
and patterns, especially firms in the
same industry. Such a study should
seek to measure successes in terms
of the corporation’s primary travel
goals and how the travel manage-
ment setup influences results. Try to
discover which practices would best
serve strategic values and goals.
3.The company should consider its
travel volume when determining
which travel management configura-

be allocated to support implementa-
tion and ongoing development? Does
the corporation want to own its tools
or traveler profiles or use those of
an agency or other third party? Are
there any security or firewall issues
to be considered?

4. Some corporations are sensitive about

the impacts of contracting and hiring
decisions upon their communities and
customers. What will be the impact of
purchasing or setting up an agency or
accredited Corporate Travel Depart-

d. The company must keep abreast of tion will work best and take a close ment rather than continuing to use
industry developments, determine look at its branch offices. existing suppliers?
which best-of-class elements to in- 4.The corporation should ensure that C. Is the corporate culture one of self-suffi-
clude and train its team accordingly. the cost of administering the pro- ciency or one of focus on core businesses,
e. This model is rarely used. gram does not exceed acceptable where ancillary services are outsourced?
limits. Do security considerations discourage
5. To help determine the optimum con- nonemployees on the premises or require
VI. MAKING THE DECISION figuration, issue an agency request corporate control of travel decisions and
A. When planning a travel management pro- for proposals that asks for multiple information? How technologically savvy
gram, establish a vision, set goals and pri- configuration and pricing options. are employees? Do they have access to a
orities, identify travel purchasing process B. The corporation also should evaluate its corporate intranet travel site?
improvements, seek ways to enhance the own resources in choosing a travel man- Managing director Mick Lee and the
comfort, safety and productivity of travelers agement configuration. Citi global travel department provided
and establish strategies to reduce travel 1. Human resources assistance for this report. m
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s Establishing A Corporate Travel Policy

BY JAY BOEHMER

n times of heightened corporate fiscal discipline, when cutting costs becomes the more

likely avenue to achieving profitability than growing revenue, managing travel expenses be-

comes a rallying cry among C-level executives. The chief financial officer is never as interest-

ed in travel as during a recession, buyers learn in every down cycle. In the past 18 months,

corporate travel managers once again were in such an environment, and many took the
opportunity to rewrite corporate policy, strengthen its language and bolster its enforcement. No
longer were travel policies forgotten pieces of paper collecting dust in final pages of the corporate
handbook, but rather they were documents of consequence, something travelers sought out to
stretch their travel dollars or keep their names off of any list of mavericks that may pass the CFO's
watchful eye.

Still, if downturns are marked by senior management support to lower travel expenses and
travelerlevel buy-in to adhere to corporate guidelines, then upswings are marked by the opposite:
CFOs who turn their eye toward the revenue side of the equation and travelers who revert back
to the comforts of their expense accounts.

1 QUESTIONS As the backbone of a corporate travel program, travel polices remain as varied as the compa-
T0 ANSWER nies that implement them. Whether they are mandates or suggestions, homogenous or varied by
region, fit to a single page or span several, the travel policy serves as the primary conveyance of
corporate culture to business travelers.
2 However, policies are nothing if they are not strongly enforced, and that support should come
MAKING TRAVEL from every level of the organization, from the CFO to the mid-level manager, from the most
ARRANGEMENTS frequent flyer on down to the rank-and-file traveler. Policies, and their enforcement, vary from
company to company based on size, industry, corporate culture and amount of travel, but the fol-
3AIR TRAVEL POLICIES lowing outline will help establish a policy to help streamline travel processes:
4 l. O.U ESTl ONS TO AN SWER mittee and senior management.
LODGING POLICIES A. Who should write and update the policy? B. Who should be subject to policy?
1.One person with extensive knowledge 1.0nly employees at headquarters or
5 of the travel industry should be the sole whichever location is issuing the policy.
GROUND POLICIES publisher of the document, but collabo- This is the easiest policy to administer,
ration with various company entities will but differentiating travelers based on
6 improve buy-in and support. location can be difficult for companies
INCIDENTALS, MEALS 2. A committee of people from various seeking consistency.
AND ENTERTAINMENT departments, including accounting, ad- 2. Employees at any domestic location, di-
ministration, finance, human resources, vision or branch: This offers greater cost
7 strategic sourcing, and any department control, but could interfere with autono-
PAYMENT METHODS with a high frequency of travel. The com- my for individual units and locations.
mittee should make recommendations 3. All employees, including those in inter-
8 to a policy writer for implementation national locations: This should take into
EXPENSE REPORTING and seek traveler input on the impact of consideration that travel expenses are
AND REIMBURSEMENT policy decisions. more difficult to track internationally as
3. A high-ranking executive: a key depart- laws and cultures could make it impracti-
9 ment head, the chief financial officer, cal or inadvisable to mandate adherence
MISCELLANEQOUS chief executive officer or chairman. It is to various policies.
most effective to include a letter of sup- 4. The policy should stipulate that indi-
- : port from C-level executives when com- vidual travelers and groups are subject
> é ™) |.| municating company travel policy. to identical policies. Some companies,
— 4. Different people at different sites or di- however, may want to cover groups, con-
visions: For global policies, having rep- ferences and meetings under a separate
resentatives from all involved countries policy.
often helps win support and improves 5. The policy should apply to anyone trav-
compliance. eling on company expense. This includes
5.A combination: The travel manager consultants, job candidates, customers
writes the policy for approval by a com- and subcontractors.
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6. Institute an umbrella policy for all em-
ployees that divisions individually can
restrict, if necessary, but not relax.

C. Should policy apply equally to all levels of
employees?

1. Yes: This sends a message that man-
agement is serious about controlling
costs.

2. No: Special consideration should be
employed for high-ranking execu-
tives and others whose time is most
valuable from a financial perspective
and who have specific security issues.
Some companies also may allow spe-
cial handling of frequent flyers, usu-
ally defined as those traveling over a
certain mileage threshold or spending
a defined number of nights on the
road during a 12-month period. It can
be good for morale to recognize road
warriors, but such programs require
more administration and are subject
to the risk that some travelers may
take unnecessary trips.

3. To ensure business continuity in the
event of a disaster, many companies
consider it a best practice to restrict

policies presented as mandates
should be enforced to avoid the risk
that control procedures could be mis-
leading or not measurable. your legal department regarding liability
E. Should there be an international policy or before limiting options to one preferred
should individual countries have separate carrier.

geared toward selecting the least costly
services compatible with policy and pre-
ferred supplier relationships. Check with

the number of key executives to no
more than two or three who may trav-
el together on a single aircraft, ground
transport or ship. Some corporations
also restrict the number of employees
at any organizational level on one air-
craft. This is particularly crucial when
traveling to meetings.

D. How forceful should the policy be? This is
a major company-culture consideration
and completely subjective.

policies? A comprehensive policy should B. How should employees make their travel

be consistent, but also should consider
cultural nuances. If travel expense or
management information system data is
available, then an umbrella policy with
individual country addenda could be best.
Companies often institute regional policies
where there are common travel require-
ments and culture.

Because international travel is both more
expensive and demanding than domestic
travel, should there be a separate policy

arrangements?

1. Through one or more designated
travel agencies. Many companies con-
tinue to consolidate with one agency.
This provides a cost-control mecha-
nism because policy is monitored
and interpreted more consistently.
It is easier to manage the safety and
security aspects of policy by using a
single provider to produce integrated
management reports, which also can

1. Wording can clarify that policies are covering it? International travel policies be used in negotiating discounts with
mandates and that violators will be can differ, depending on the countries suppliers.
dealt with harshly, up to and includ- visited and the length of the business trip. 2. Through company travel agents who
ing denial of reimbursement or ter- Whether or not a separate travel policy make arrangements through corpo-
mination. If this option is chosen, the has been established, the primary policy rate-approved channels.
policy specifically must address how should cover such issues as passport 3. Through online booking systems,
to treat exceptions to policy to cover and visa acquisition, health certificates, which can be designed to encourage
unplanned occurrences. security and emergency services. This in- the use of preferred suppliers by high-
2. Present policies as guidelines, with formation should be readily available to all lighting them or by offering travelers

explanations required when the
guidelines are not followed. Many
policies are moving away from refer-
ring to guidelines, recommendations
and suggestions and simply saying

corporate travelers and provided by your

travel management company or third-party

security provider on a per-trip basis.

no other options. If using a corporate
booking tool, consider prohibiting use
of public websites to avoid intentional
bypass of booking policies and access
to preferred, negotiated pricing from

Il. MAKING TRAVEL
ARRANGEMENTS

A. Should corporate travelers have choices

vendors.
4. Policy may specify that anyone plan-
ning a meeting with a defined number

“policy.” The word “should” may be
less appropriate than the word “will.”
3. Present policies as standard proce-

dures carrying the official stamp of
company approval, with the signature
of the chief financial officer or chief
executive officer.

.Under Sarbanes-Oxley regulations,

when making travel arrangements? If
travelers have broad discretion, transac-
tions may take longer and cost more, and
less policy control can be exerted. Res-
ervationists and online booking tools are

of attending employees, often 10 or
more, report the event to the com-
pany’s meetings or travel department
or agency so that the company can
take advantage of negotiated group
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discounts and ensure the proper ap-
plication of the travel policy.

5. Policy should encourage travelers
who take at least one trip a year to
complete a profile to be included on-
line or in the agency’s global distri-
bution system. Integration between
human resources, finance and other
sources of personnel and corporate
information is preferred. Some corpo-
rations have established an electronic
data feed from the human resources
department to the travel manage-
ment company to maintain profiles.
The travel management company
should provide tools to alert travel-
ers of expiring credit cards, passports
and visa information.

C. When should trips be planned?

1. As far in advance as possible: It may
be difficult to have precise rules, but
booking as soon as travelers know
they’ll make the trip can improve
chances of obtaining lower advance
purchase airfares.

2. Consider taking advantage of advance
purchase airfares by requiring ap-
proval of a supervisor or other man-
ager for booking within seven or 14
days of departure.

3.Many companies send automated
notifications to travelers and their
managers indicating the money the
traveler could have saved by booking
a trip in advance.

4. Increasingly, companies ask employ-
ees at the time of booking to consider
such travel alternatives as remote
conferencing, particularly for non-
client facing travel to help curb un-
necessary trips.

. Is pre-approval by an employee’s supervi-

sor necessary?

1. Yes: Requiring approval enables a
supervisor to rule that a particular
trip is unnecessary or too expensive.
However, for an online reservation,
beware that requiring pre-approval
normally may qualify as a touched
booking, potentially adding cost to
each transaction.

2.No: Requiring pre-trip approval can
create bottlenecks as travelers await
managerial authorization.

3. Many companies compromise by rely-
ing on pre-trip notifications that alert
managers that a trip has been booked,
but do not require approval.

4. Others rely on pre-trip exception re-
ports from their travel management
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company that list travelers who have
made reservations out of policy, forc-
ing individuals to apply business rea-
sons for exceptions in real time. Pro-
viding monthly or quarterly exception
reports by department can highlight
problem areas. Often, just knowing
such reports exist improves traveler
compliance.

5.Some companies employ the use of
verbal approval from the traveler’s
managers prior to booking a trip.

6. Approval should not be obtained from
so high up the corporate ladder that
the most senior executives are spend-
ing valuable time on administrative
details.

. Whatis the procedure for making emer-

gency travel plans during hours when

the agency is not open, and for changing
plans en route? Many agencies have a 24-
hour reservation service or a tie-in to such
services. These services frequently have
additional surcharges and only should be
used during non-business hours, and only
for emergencies or when doing so will
avoid larger cancellation penalties. Use of
an online booking tool can provide round-
the-clock access, but guidelines given to
travelers should indicate clearly whether
24/7 ticket fulfillment is available.

The policy may encourage or require
travelers to adjust schedules to minimize
costs. These adjustments may include
arranging day trips to avoid hotel costs
and making advanced bookings to secure
less-expensive airfares. Alternative pricing
and costing options should be provided to
encourage traveler participation in cost-
saving opportunities. Such policies need to
balance cost savings with work productiv-
ity, convenience and traveler morale.

III AIR TRAVEL POLICIES

. What are the air travel parameters to
which your policy should require corpo-
rate travelers to adhere?

1. Use preferred airlines on applicable
citypairs where price-competitive.

2. Coach is the preferred class of service
domestically.

3. Travelers must choose the “lowest
available or applicable airfare,” or
some other phrase that describes the
company’s view of appropriate airfare
pricing levels. Define precisely what
is meant by lowest logical or appli-
cable fare. The definition may differ
for domestic and international travel.

Because fare availability changes
so often, many companies prefer to
stipulate coach/economy class as the
guiding principle. Create a compre-
hensive definition, detailing condi-
tions or savings levels at which the
following are required, encouraged,
permitted or prohibited:

a. Policies often stipulate finding the
lowest fare within a defined travel
window—typically two hours—al-
though some companies opt for larger
windows.

b. The chance that the trip will be can-
celed or changed to a different date
must be balanced against achievable
savings from using nonrefundable
fares. Usually, nonrefundable airfares
save money. Travelers should be re-
minded to track and keep unused
nonrefundable tickets, which often
can be used for other trips after pay-
ing a change fee. Your travel manage-
ment company should have an auto-
mated system for tracking unused
tickets.

c. Excessive transit time and delay haz-
ards associated with connecting and
one-stop flights must be balanced
against potential savings. Most poli-
cies do not require travelers to change
planes unless savings are significant.
Indicate a minimum dollar figure, typ-
ically savings of at least $100 to $200
per segment and no more than two
hours total elapsed time.

d. Alternate airports often require trav-
eling greater distances. Be mindful of
inconvenience and the total cost of
the trip when alternate airports are
involved.

4.Some policies stipulate that senior
managers may fly business or first
class, or that they may fly in premium
class only if a discount coach seat is
not available. Some airlines offer pre-
mium economy class, business class
or executive class seating as cheaper
alternatives to first class. Usage of air-
line upgrades should be defined.

5. The policy may state conditions un-
der which the company will pay for
employees to upgrade to first, busi-
ness or premium economy class trav-
el, including;:

a. On flights of a minimum mileage or
time. While many companies use six
or seven hours of flight time as their
rule of thumb, mileage is a better
parameter, as setting a time window




encourages travelers to manipulate
schedules, such as selecting longer
connection times, to be eligible for an
upgrade.

b. On international flights. Does this in-
clude Canada, the Caribbean, Central
America and/or Mexico?

c. When employees are traveling with a
client

d. For employees who have physical dis-
abilities

e.For employees expected to work a
full day on arrival

f. When employees are willing to pay
the difference

g.For frequent international travelers
after their second or third interna-
tional trip within a defined period of
time

6. In global policies, distinguish between
such policy terms as international,
domestic, transcontinental, stateside
and foreign air travel. Be aware that
the terms coach and business are not
universal.

. Ifthe company or its travel management

company has negotiated discounts with

preferred airlines, is use of such airlines
superior to other options?

1. The company may need to attain a
certain volume or citypair market-
share to maintain preferred fares.
This motivation must be balanced
against opportunities to secure lower
fares for individual trips.

2.The company might have arranged
for group airfares, usually for at least
10 people traveling to the same desti-
nation on the same day, with various
restrictions attached. Policy should
state that such fares should be used
whenever applicable.

3. Policy may establish preferred suppli-
er relationships with multiple airlines
or airline alliances to cover multiple
citypairs. This strategy can reduce
connections.

. Does the company consider frequent flyer

awards earned while on business to be

company property?

1. Yes

a. Collecting awards is a potential source
of savings.

b.Not collecting frequent flyer awards
exposes the company to potential
employee abuses, such as booking
expensive seats, unnecessary trips
or lengthy itineraries to pad mileage.
This can be mitigated through tight
policies on fares and carriers and spe-
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cific language prohibiting employees
from booking a higher fare to collect
more frequent flyer points.

2.No

a. The administrative burden and cost
to track the accumulation of frequent
flyer points and collect awards can re-
duce or negate savings.

b. Collecting awards can have an ad-
verse effect on employee morale,
particularly at companies that histori-
cally have allowed employees to keep
the awards.

. Will exceptions to air travel policy be al-

lowed in response to travelers’ concerns

about service or safety?

1. Many travelers are reluctant to take
connecting flights because of the
likelihood of delays. The travel policy
should specify circumstances for ex-
ceptions.

2. Consult legal counsel before insisting
that employees fly a carrier they feel
endangers their safety. Some travel
departments work with risk manage-
ment departments to assess the safety
of some carriers, particularly in those
foreign markets where oversight of
aviation safety is more lax.

Other factors to consider

1. Whether to allow aircraft to be char-
tered, under what circumstances and
who must approve it: Charters might
be appropriate when there is no other
convenient way to get a group to a
certain place at a certain time. Insur-
ance and security departments should
be involved in making this decision.

2. If the company will pay for airline club
memberships or premium services
memberships for certain employees

3. Whether the company will pay for ex-
cess baggage or luggage weight over-
ages, and under what circumstances.
Be mindful that carriers increasingly
are charging fees for checking lug-
gage when traveling coach.

4. Whether the company will pay for
insurance beyond what is provided
by airlines, company insurance poli-
cies and company charge cards. Most
companies do not pay for additional
insurance unless a traveler is trans-
porting company goods.

5. A statement that employees should
not travel to countries for which the
U.S. Department of State or the World
Health Organization has issued a trav-
el warning or advisory. The company
should provide such advisories to its

travelers who have booked interna-
tional trips as a matter of course.

6. Instructions for handling unused air-
line tickets

7. Use of a helicopter or other services
for airport-to-downtown or airport-
to-airport travel

8.Who can fly in company-owned or
company-leased aircraft and under
what circumstances and procedures

9. A statement about the company’s
procedure for denied boarding com-
pensation. Clarify ownership of the
voucher and/or monies and whether
travelers can volunteer for compensa-
tion when flights are overbooked.

10. Alternatives to air travel, such as
train, or using personal or rental cars
for trips within a certain distance. Car
costs may be capped by expense or
distance driven.

11. Employees who are licensed pilots
should not be allowed to fly passen-
gers or themselves on business trips
in their own or other aircraft.

12. Exceptions to using the agency,
such as low-fare carriers’ websites
and direct connections. Some policies
state that for tickets that cost less
than a certain amount of dollars, trav-
elers can book through those web-
sites. However, this compromises the
company’s ability to manage spend-
ing, negotiate discount agreements
with airlines and accurately track
travelers.

13. Airlines increasingly are offering
business customers a number of a la
carte options, including inflight Inter-
net, seat assignments, carbon offsets,
day passes to airport lounges and
many others. Consider which services
the company will reimburse.

IV. LODGING POLICIES

A. How should employees book hotel rooms?

1. Through a designated agency or on-
line booking tool: This funnels all
bookings through a single source, en-
hancing the ability to enforce policy
and capture booking data for negotia-
tions. This also ensures that negoti-
ated corporate or agency rate is used
and the correct corporate identifica-
tion numbers are applied to ensure
that room nights are credited toward
volume agreements.

2.1t is recommended that travelers do
not call hotels directly or use public




websites. On occasion, this type of di-
rect booking can result in lower rates.
However, it also:

a. Provides no booking information or
data consolidation

b. Undermines negotiated corporate
rate agreements by diluting market-
share figures, unless a tracking mech-
anism is established up front

c. Reduces commission income

d. Reduces the ability to locate employ-
ees en route

3. Policy should state what travelers
should do if they find rates lower than
those of the travel management com-
pany or booking tool.

How much should employees pay for hotel

rooms?

1. Hotels used by company employees
should be, for example, “moderately
priced.” This should be defined to
travelers by brand or hotel tier to
show the company’s view of what is
appropriate to spend.

2. Hotel rates should be below certain
defined levels.

a. This establishes a cap on expenses.
However, it could encourage employ-
ees to spend up to their limit.

b. Policies may address vast disparities
in rates by setting different levels for
each city.

c. Remember that using too many hotels
will impact performance contracts.

3. Travelers can receive a maximum
daily amount, a per diem, to spend
on hotels, meals and incidentals, de-
pending on the cost of doing business
in each city.

a. Per diems can be based on the firm’s
historical expenses or published indi-
ces prepared by the federal govern-
ment, Business Travel News in its
2010 Corporate Travel Index or con-
sulting firms.

b. Per diems ordinarily are used only for
travelers’ personal expenses, such as
hotel, food and ground transporta-
tion, not business entertainment ex-
penses. These standards may vary by
country.

4. Different hotel rates or categories of
property are set for different lengths
of stay, such as limited-service hotels
for one-night stays and extended stay
hotels for more than seven nights.

5. Establish a policy regarding the use of
room categories above standard, such
as business-class rooms, executive
floors, concierge levels and suites,
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which offer business amenities and
services and complimentary break-
fast, at a premium rate.

C. What other limits should be placed on

hotel usage?

1. Encourage or mandate the use of ho-
tels with which the company has ne-
gotiated rates or with which the com-
pany’s travel agency has preferred
rates. Many companies and travel
management companies have exten-
sive hotel directories, but may man-
date the use of particular hotels in a
given city. Directions to use preferred
hotels should stipulate that stays
should be at the company-negotiated
rate.

2.Outline the circumstances under
which travelers do not have to use
preferred hotels. For example, when
travelers attend a meeting or confer-
ence, or when preferred properties
exceed a given distance from the
business destination

. Under what circumstances can travel-

ers stay in more expensive properties or

rooms than ordinarily are permitted?

1. Companies may offer high-ranking
executives the option of staying in
luxury hotels or on executive floors.

2. Better accommodations or a suite
might be appropriate if a traveler
has to entertain clients or meet with
staff.

3. If the only hotels that conform to pol-
icy are too far from where the travel-
er’s business will take place, that may

make more expensive, nearby hotels
warranted.

E. Other factors to consider

1. Whether to charge employees for
no-show billings if they neglect to
cancel a reservation. Policy may in-
struct travelers who are canceling a
reservation to record a cancellation
number or the name of the hotel em-
ployee taking the cancellation to help
resolve billing disputes. Where possi-
ble, corporate travelers should cancel
through the travel management com-
pany for a better paper trail.

2. Whether charges for personal items,
such as in-room movies, mini-bar
purchases, laundry expenses and dry
cleaning, are reimbursable

3. Whether room service charges are re-
imbursable

4. Whether tips to personnel are reim-
bursable and, if so, how much to tip

5. When stays are for a week or longer,
employees should consider weekly
rates or extended stay properties.

6.If the company has corporate apart-
ments in a city, a policy may suggest
or mandate their usage.

7. For cases in which a spouse or oth-
er family member accompanies the
corporate traveler, travel policy may
specify that the traveler will be reim-
bursed only for a single room rate, or
a specified percentage of the rate ac-
tually charged.

8. Whether appreciation gifts—offered
when free lodging is provided by an-




other employee, a business associate,
friend or relative—are permitted

9.Hotel frequent stay programs: The
ownership issue is the same as for air-
line frequent flyer mileage.

10. Companies should consider avoid-
ing properties with external guest
room entrances and conduct security
audits.

11. Consider the total cost of hotel
stays. Some hotels may include in the
room rate, parking, Internet access or
breakfast and may be less costly than
hotels that don’t include those ser-
vices in the upfront price.

V. GROUND TRANSPORTATION
POLICIES

A. Inwhat circumstances might policy sug-
gest or require that rental cars be used or
not used?

1. Use a rental car when:

a. It is less expensive than the use of
personal automobiles, depending on
the cost of mileage reimbursement
and the rental car.

b. Less expensive means would detract
from the efficient conduct of a trav-
eler’s business objectives.

2. Do not use when:

a. Such means of transportation would
significantly detract from the efficient
completion of a corporate traveler’s
business objectives.

b. Transportation is needed only be-
tween the airport and the hotel, and a
shuttle service is available or a taxi or
car service is less expensive.

c. A company-owned or leased automo-
bile is available.

d. Employees are traveling to a foreign
country, especially if there are con-
cerns about road conditions, safety or
special licensing needs

B. Which car rental suppliers should a com-
pany traveler use?

1. Travelers should use a single supplier
or a limited number of suppliers to
drive business to those suppliers with
which the company or travel manage-
ment company has negotiated rates.

2. When necessary, secondary suppli-
ers—contracted to provide service in
circumstances and locations where
the designated supplier cannot—may
be used.

3.In cases where a company has mul-
tiple suppliers, employees may be di-
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rected to use specific ones in specific
cities.

C. Which car size or class should be used?

1. Compact cars provide the greatest
savings, but they also offer less com-
fort and capacity.

2. Intermediate-size cars give travelers
reasonable comfort at a reasonable
cost. Most policies allow for the use of
a midsize or intermediate-size car.

3. Full-size or luxury cars often are re-
stricted to company officials of a cer-
tain designated rank, those hosting
clients or those of a certain height or
size.

4. Hybrid cars can bolster corporate
social responsibility initiatives, but
rental rates can be much higher than
those of other cars and availability
may be difficult to ensure.

5. Varying sizes of cars: Depending on
how many employees and clients are
traveling together, or what equipment
or supplies a traveler is transporting,
corporate policy may specify that
employees traveling together share
rental cars.

D. How should car rentals be booked? Unless
a caris needed on an emergency or last-
minute basis, bookings through the online
booking tool or a designated agency offer
the best guarantee that the negotiated
corporate rates will be booked, received
and credited toward a volume agreement.

E. Should you accept an offer of damage
waiver coverage?

1. No. If the company is self-insured, it
receives free collision damage waiv-
ers under its contracts with car rental
suppliers or is protected by company
insurance that is provided under a
corporate charge card program. The
policy may specify that employees
will not be reimbursed for purchasing
such coverage.

2. Yes, if no other coverage applies. A
company might not want to expose it-
self to the risk of paying for rental car
damages or the paperwork involved.

3. No, for domestic transportation; yes,
in foreign countries, due to differ-
ences in insurance laws and other
government regulations

F. Should travelers buy other
insurance products, such as
personal accident
insurance, supple-
mental liability
insurance and
personal effects

coverage? In general, no. Most companies

already have insurance that provides such

coverage for employees. If not, they are
not likely to reimburse employees for buy-
ing them. Policy may state that employees
may purchase additional coverage only at
their own expense.

G. What should the traveler do following an
accident?

1. Notify local authorities.

2. Notify the rental car supplier.

3.If the rental car is damaged, notify
the company insurance department
of the details of the accident and in-
struct the supplier to submit a bill
for repairs to the same department,
which will handle settlement.

4. Notify the travel department.

H. Other factors to consider

1. Encourage travelers to refill the gas
tank of the rental car whenever pos-
sible, as car rental companies charge
a premium to refill it. Some car rental
vendors allow payment of an upfront
fee for fuel, eliminating refueling
charges.

2. Ask corporate travelers to drop off
the rental car at the location it was
picked up to avoid costly one-way
drop-off charges.

3. Travelers should be instructed to in-
spect the rental car for damages and
make a record of their observations
to protect against the car rental com-
pany making unwarranted claims for
damages.

4. Consider which add-on services, in-
cluding global positioning systems or
expedited toll passage programs, the
company will reimburse.

5. Policies that cover the employment
of company-owned, company-leased
and personal cars for business travel
purposes.

6.Use of an employee-owned car for
business purposes, including the per-
mile reimbursement rate that the
company will allow for gas, repairs,
depreciation, etc.

I. Chauffeured transportation
1. Policy may address the circumstances
in which use of limousines are autho-
rized. For example, when travel time
is used for business by a number of
travelers or when per-person cost
is close to that of other forms of
ground transportation.
2. Most limousines charge
j by car or hour, not number of
, passengers. A sedan service for
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airport transfers to a company’s loca-
tion can be less expensive and more
convenient than a car rental or taxi.
J. Other items that may be addressed under
ground transportation:

1. Procedures, policies and restrictions
for use of taxis, including receipt re-
quirements and tipping

2. Parking expenses and tolls

3. Train and bus travel

4. Traffic and parking tickets

VI. INCIDENTALS, MEALS AND
ENTERTAINMENT

A. How much can employees spend on per-

sonal meals and incidentals?

1. Up to a set per diem amount, which
may vary by city or region of a coun-
try. This provides cost control and
eliminates the administrative costs
associated with reviewing receipts.

2. A set daily spending limit or a fixed
amount of expenditures per meal be-
yond which the company will not re-
imburse travelers.

a. Individual limits may be set on allow-
able expenditures for breakfast, lunch
and dinner.

b. A trip’s particular spending limit may
be adjusted based on whether a free
meal is served inflight, if breakfast is
included in a hotel stay or if meals are
provided at a conference or event.

3. Allowable expenditures may vary by
level of employee.

4. Analyze current average meal spend-
ing within your company before es-
tablishing standard rates. If you set
the allowable amount too high, you
could expose your company to higher
costs.

5. A policy regarding telephone expense
reimbursement

a. The use of in-room phones may be
prohibited because of costly fees.

b. Employees may be required to use
company-sponsored charge cards or
their mobile phones for phone calls.

c. Parameters for reimbursable personal
calls during business trips, such as
one call with a set maximum length to
one other person per day.

. Specify what meal expenses may not he

reimbursable.

1. Expenses for meals purchased when
travel does not involve an overnight
stay

2. Expenses for entertainment

3. Expenses for meals depending on
when travel begins and ends

4. Between-meal snacks

5. Hotel room service

6. Alcoholic beverages with meals

. Specify that the highest-ranking employee

present should pay for the meal and docu-
ment attendees, etc.

. State guidelines for personal and business

entertainment and meal spending.

1. The meal or entertainment must be
for a legitimate business purpose.
This is crucial for expenses to be eli-
gible for tax deductibility.

2. Policy may state that the average per-
person cost of a business meal should
not exceed a defined limit.

3. Only certain categories of employees
may entertain business guests, others
may need approval.

4. In accordance with U.S. Internal Rev-
enue Service regulations and Sar-
banes-Oxley processes, employees
should be prepared to furnish names,
titles and company affiliations of each
person present at the meal and/or
entertainment event, the business
purpose served and business topics
discussed, the name and location of
the establishment where the meal
and/or event took place and the ex-
act amount of the expense. For en-
tertainment events, the specific time
that the business took place—such
as before, during or after the event—
should be provided.

5. While lunch expenses at an employ-
ee’s place of work ordinarily are not
reimbursable, if the employee has a
business luncheon guest, the expens-
es of both may be reimbursable.

6. Entertainment expenses, such as golf
or tennis fees, may be reimbursable.
Certain activities may be listed as un-
suitable for the company to sponsor.

7.The policy may list circumstances
under which employees may be reim-
bursed for hosting business meals or
entertainment in their homes.

. Specify reimbursable incidental expenses

and detail the parameters required for

reimbursement.

1. Dry cleaning and laundry expenses

2. Foreign currency conversion fees

3. Mobile phone rentals for international
travel

4. Internet access fees

5. Passport, visa and medical inocula-
tion costs

6. Business center charges, including
facsimile and copy expenses

7. Mini-bar charges

8. Health club/fitness center fees

9. Spa services

10. In-room movies

11. Additional flight or rental car insur-
ance coverage

12. Fines assessed for any traffic or
parking violations

13. Automated teller machines and
cash advance fees

14. Lost, stolen or damaged traveler

Business Travel News www.BTNonline.com Monday, May 24, 2010




personal property

15. Package shipping charges

Other factors to consider

1. Whether the company applies differ-
ent per diem levels apply to different
groups or levels of employees

2. A policy on tipping

3. Conditions under which meal expens-
es are reimbursable when an employ-
ee works early or late at the office

4. Whether to require that expense re-
ports break down separate expenses
for breakfast, lunch and dinner

5. Types of business events that are not
reimbursable: For instance, a birth-
day celebration may not be reimburs-
able, but a dinner at which company
employees receive an award may be
reimbursable.

6. When meal expenses of an employee’s
spouse or other guests are considered
reimbursable

7. When liquor is reimbursable

8. Include input from human resources,
legal and tax departments.

VII. PAYMENT METHODS

A. How should employees pay for travel and

entertainment expenditures?

1. With a company-sponsored charge
card whenever possible: This allows
the company to build a travel expense
database, which can help form a com-
prehensive picture of your company’s
travel patterns and volume for nego-
tiations. It also provides a mechanism
to detect instances of exception to
policy.

2. With employees’ personal charge
cards (not recommended): This elim-
inates the time and costs of adminis-
tering a corporate card program, but
hinders compiling a complete data-
base of expenses.

3. With cash or travelers’ checks (not a
recommended practice)

a. With the proliferation of automated
teller machines and growth in the
number of merchants that accept
charge cards, cash advances almost
completely have disappeared. In rare
instances, companies still may use
them for travel to developing coun-
tries or for other exceptions. Elimi-
nation of cash advances can reduce
corporate travel expenses. Consider
policy on a case-by-case basis.

4. With a centrally billed account for air
and rail purchases
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5. In defined cases, via direct billing ar-
rangements with preferred suppliers
for specific lodging and ground trans-
portation providers

. How are corporate charge card expenses

to be hilled?

1. Direct, individual billing to employee
cardholders: The employee has li-
ability. This puts the responsibility of
auditing and paying card charges on
employees, reducing the administra-
tive burden on the company and pro-
viding an inducement for travelers to
file timely reports.

2. Centralized billing to the corporation:
The company has liability. Float is en-
hanced and the chance for delinquen-
cy is reduced if the company pays
charge card bills when they arrive,
rather than reimbursing corporate
travelers who turn in expense reports
sooner.

3. Central pay/direct individual bill: The
company has liability. The corpora-
tion pays all bills centrally, but the
company also has card vendors send
individual bills directly to employees,
so that they can review all charges for
accuracy.

4. Centralized billing of airline expenses
and direct, individual billing to em-
ployees for all other types of expen-
ditures: The advantages of individual
billing still apply and significant float
is achieved. This removes responsi-
bility for the largest share of charges
from individual employees.

5. Corporate card payment systems
and available services vary by coun-
try. For example, individual payment
and liability is not always permitted in
every country—including Russia and
China—on corporate cards. Also con-
sider cards billed in local currency,
foreign language billing statements,
automated teller machine fees, card
fees, collision damage waiver insur-
ance, etc.

. Which employees should receive corpo-

rate cards?

1. Those who travel a minimum number
of times per year

2. Those who regularly incur travel ex-
penses

3. Every employee

. Corporate charge cards should never

be used to pay for employees’ personal
expenses, because such use offers the
potential for corporate liability and skews
spending data.
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E.

F.

Determine at what level senior executives
should receive executive, VIP, gold or
platinum corporate cards.

Advise travelers on procedures for how to
obtain a card and what to do in the event
of a lost or stolen card.

VIIl. EXPENSE REPORTING AND
REIMBURSEMENT

A. What are the requirements for attaching

receipts to expense reports?

1. Most companies specify that all air,
car rental and hotel receipts be pro-
vided and/or expenses over a certain
threshold, often $25, require an origi-
nal charge card receipt.

2.Some companies have raised their
thresholds to match U.S. Internal
Revenue Service regulations requir-
ing receipts only for expenses of $75
or more.

Which receipts are acceptable?

1. Corporate policy may specify types of
receipts for different services, such as
an itinerary copy or electronic receipt
and boarding pass for air, hotel folio
plus proof of payment and the receipt
or corporate card charge record for
car rental.

2. The policy may discourage or prohibit
submitting “tear-off” receipts from
restaurant bills and mandate proof
of payment be presented in the form
of a charge card billing statement
or cash register receipt for any non-
chargeable item.

3.The U.S. Internal Revenue Service
accepts electronic data from charge
card suppliers in lieu of paper receipts
if appropriate detail is included. Some
card companies and hotel chains are
not able to provide full detail on hotel
receipts.

Other reimbursement requirements to

consider

1. The agency itinerary, which should
identify:

a. Electronic or paper ticket

b. Hotel: approved or non-approved

c. Lowest hotel rate available and
booked based on travel policy

d. Form of payment: Card type and last
six digits

e. Booking origination: telephonic or
electronic process

f. Whether the contracted travel agency
handled the reservation process

2.For expenses incurred in a foreign
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currency, specify the acceptable con-
version rate used on the report.

a. The rate supported by a currency ex-
change receipt

b. The rate reflected on the credit card
statement for charges made during the
same trip

c. The exchange rate for the day of the
transaction from a reputable published
or online source

. When must travelers file their expense

reports?

1. As soon as possible after the completion
of each trip, often within seven days of
the completion of the trip

2.For frequent travelers, periodically—
weekly, biweekly or monthly

3. Immediately upon the purchase of an
advance purchase ticket, or upon re-
ceipt of the statement

4. The company may specify that employ-
ees will not be reimbursed if they do not
file expense reports on time.

How should employees file their expense

reports?

1. Request all employees be prepared to
disclose when, how and why expen-
ditures were incurred and list on the
expense report dates, locations visited,
names and titles of persons visited and
the purpose of the business trip.

2.1f an automated expense reporting sys-
tem is available, the policy should state
that use of the system is mandatory for
all travelers.

3. Require separate expense reports for
each trip.

Establish whether the traveler will be

reimbursed if the mandated agency or online

booking system is not used.

IX. MISCELLANEQUS

A

Communicating a travel policy

1.Via the corporate intranet or travel
website where applicable, supported by
a written document

2. In a user-friendly summary document

3. In multiple documents covering differ-
ent modes and classes of travel

4. Via e-mail and newsletters

5. During employee orientation

6. Travel policy seminars

7.In an employee handbook, along with
other corporate policy guidelines

Policy may state specifically what steps will

be taken when employees violate policy.

1. Informing supervisors

2. Reminders, copied to the manager

3. Requiring more pre-trip authorizations

or post-trip audits

4. Reprimand

5. Placing documentation in employees’
personnel files

6. Delay or denial of reimbursement

7. At companies where air travel is billed
centrally, a requirement that violators
must fund their trips and then they
seek reimbursement

8. Noncompliant travelers must get an ex-
ception approval from the chief finan-
cial officer, chief executive officer or
division head to be reimbursed.

9.In extreme cases or for repeat offend-
ers, termination

C. Other items that may be addressed in the

travel policy

1. A statement of scope, goals and pur-
pose from the chief executive officer
that describes the advantages to the
corporation of supporting preferred
travel vendors

2. A precise rundown of which company
managers and officials are responsible
for enforcing aspects of policy

3. Information and instructions on safety
and security

4. Instructions on what travelers should
do in the event of medical and other
emergencies, especially when traveling
overseas

5. Procedures and requirements for bor-
rowing company-owned computer
equipment or other technology to use
during trips or circumstances in which
the company will buy or lease equip-
ment for travelers

6. Circumstances in which the use of re-
mote conferencing technology is pref-
erable to travel

7. Babysitting fees

8. Airline or other travel club fees

9. Rules applying to charges for wireless
Internet access

10. Spousal travel when the spouse’s at-
tendance is required to serve business
purposes

11. Kennel fees

12. Responsibilities of travelers, travel
arrangers and managers

13. Credit card late payment fees and in-
terest charges

D. Review the corporate travel policy at least

once a year and revise and reissue as
necessary.

Assistance was provided by TRX Travel
Analytics vice president and general man-
ager Dan Pirnat and VeriSign global man-
ager of employee services sourcing and
procurement Yasuo Sonoda. m
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BUSINESS TRAVEL BUYER'S HANDBOOK

Selecting A Travel Management Company

BY DAVID MEYER

usiness travel buyers have more at stake in choosing the right travel management
company than they do in choosing any other travel suppliers, because particularly for
smaller spenders TMC partners can bring clout to negotiations, help manage those
other suppliers and help drive traveler use of those suppliers. In addition, travel man-
agement companies plan travel and process reservations, and provide online book-
ing fulfillment, consulting, booking data, management reporting, technology implementation,
traveler tracking and maintenance.
Entering into a multi-year partnership with the right TMC enables travel managers to focus their
attention on strategic travel management, including air, car and hotel program management.
ATMC selection is not only a matter of configurations, service options and costs. Technology
products also need to factor into the negotiating process. Developing concise contractual agree-
ments and precise language is key in setting the parameters for the TMC relationship. Creat-
ing measurable service-level agreements and identifying key performance indicators are critical
parts of the communications effort required to develop a successful TMC relationship.
The following outline details the basic steps in the travel management selection process.

1 LAYING THE
GROUNDWORK

. LAY THE GROUNDWORK

A. Before beginning to choose a TMC, under-

to perform in-house or outsource some
or all travel management functions.

2GATHER DATA
3 NARROW THE FIELD

4PREP/—\RE AND
SEND RFPS

5 EVALUATE THE
PROPOSALS

6NEGOTIATIONS
7S|GN A CONTRACT

8II\/IPLEI\/IENT THE
ACCOUNT

A
i
€

stand your company’s vision.

1. Does cost or service rise above the oth-
er in importance?

2.1s the goal a regional, national or mul-
tinational program? Where are the vol-
ume densities and opportunities for ear-
liest implementation?

3. Involve key executives to determine
senior-level priorities. Solicit feedback
from operating units to ensure their
support.

4.Is the company culture centralized or
decentralized? In a decentralized orga-
nization, ensure that all of the constitu-
ents are ready to support a consolidated
program.

5.Survey traveler and arranger service
perceptions to establish a performance
benchmark.

6. Consider a travel management audit
and technology assessment, and de-
velop one-, two- and five-year travel
operations plans. Assess how levels
of self-booking and data and security
needs may change.

7. Consider operational setup. Is there
heavy online booking use? Does your
company contract directly with an on-
line booking tool oris it part of the TMC’s
offerings? Consider whether your com-
pany would benefit from having an Air-
lines Reporting Corp. Corporate Travel
Department designation, which allows
a company to collect all data, commis-
sions and overrides, and select whether

8.Review expense-reporting require-
ments: Determine if integrating booking
and expense reporting platforms is a
goal to include within the bid process.

9. Consider whether travelers can benefit
from adopting mobile applications to
help manage their travel, and whether
such requirements should be included
in the request for proposals.

. Follow company procurement practices and

draw upon in-house sourcing expertise. Set
up an advisory committee of managers from
finance, purchasing, information technology
and human resources, with representatives
fromlegal and all branch and international of-
fices to later streamline contracting. Include
travel arrangers and frequent travelers.

. Define the service requirements and objec-

tives of your bid solicitation. Establish strat-
egies and measurements for cost avoidance
and savings. Clearly define each line item
to simplify comparisons among bidders. Be
clear about what you expect from the TMC,
including account management, communi-
cation with travelers and negotiations with
vendors. Detail how the TMC should measure
and report progress. Compile data to provide
concrete support in negotiations.

. Engage an internal team including represen-

tatives from travel, purchasing, administra-
tion, IT, legal and finance departments. Con-
sider hiring an independent consulting firm.
Consultants are aware of service configura-
tion and technological options and compara-
tive costs.




Consider: G.

1. The consultant’s client base and in-
dustry expertise

2. The time the person responsible has
for the task. Consultants can facili-
tate the bid process and provide ana-
Iytical comparisons, short of making
the ultimate decision.

3. Consultant cost versus potential re-
turn on investment

4. 1If the incumbent TMC has internal H.

supporters but travelers have com-
plaints, a third party can intermedi-
ate and help identify solutions.

. 4

Determine whether there is a realistic
service-related and cost-effective reason
to switch travel management companies,
rather than renegotiate with the current
TMC. Many corporations re-bid TMC
contracts every three to five years to in-
vestigate new expense-reduction oppor-
tunities. Discuss needed improvements in
service, pricing, data reporting or technol-
ogy with the incumbent.

Define all terms and exactly what consti-
tutes a transaction before you send out
your bid requests.

E. Communicate early with incumbent TMCs.
Consider a request for information to de-
termine if they can meet program objec-
tives. Advise incumbents in advance of
the reasons for soliciting alternate service
providers. Involve the internal legal de-
partment in such contractual matters as

reviewing cancellation clauses in existing A

agreements, such as those that prevent
early solicitation. Require the waiving of
such language as part of the conditions for
bidding. A transitional service obligation
should be part of a written agreement with
the incumbent TMC. If it's not, obtain a
written agreement that the TMC will assist
in a three-to-four-month phase-in period,
should vendors change.

F. Determine the rationales for prior TMC B.

selections. Quantify the cost of change.
Savings on transaction fees may not al-
ways be worth the logistical challenges of
implementing a new TMC or program.

Il. GATHER DATA

Reach out to multiple sources, such as a
data warehouse provider, engage incumbent
TMCs, charge card vendors, suppliers and
internal departments to collect all available
data by country and location, including:

Where possible, compile granular trans-
actional data, which provides TMCs with
the information to effectively develop an
operational plan and pricing proposal.
Break down international and domestic
gross and net air transactions and sales. If
available, also provide a breakout of inter-
national travel into regional and interconti-
nental travel. Include rail and ferry options
where available.

Provide total transactions for the most
recent 12-month period. Group these into
traditional telephone—domestic, regional
and cross-border—and online transac-
tions, both unassisted and assisted. Where

available, it also is helpful to provide the
number of hotel- and car-only telephonic
and online bookings. A higher ratio of un-
assisted online transactions will reduce
TMC staffing requirements and thus offer
cost-reduction opportunities.

C. Break down spending and transactions by

division, location and cost center.

1. Gross transactions may be defined
as the number of passenger name re-
cords and/or air or rail tickets issued
plus refunds, voids and exchanges
processed.

2. Ticket transactions may be defined
as the number of air and/or rail tick-
ets issued.

3. Net transactions may be defined as
the number of air and/or rail tickets
issued minus refunds, voids and ex-
changes processed.

D. Break down air, hotel, car rental, rail and

ground transportation spending. Give to-
tals and average per-day and/or per-trip
costs, plus average length of trips. Provide
detailed reports for atleastthe top 15 cities.
List principal suppliers. Include relevant
details on any current supplier program,
including corporate volume agreements
and other discounts.

E. Understand benefits and shortcomings of

the current service and staffing configura-
tion, including the number of onsite offices,
staff by job category and unique or special
services provided. For onsites, include
available telephone systems and other
equipment that the TMC will not provide.
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F. Number of travelers who carry corporate
cards.

G. Identify company travel behavioral pat-
terns, such as the number of VIP travelers,
contract employees and frequent travel-
ers.

H. Number of telephone calls to the TMC per
transaction, average call length, percent-
age of calls answered in 20 seconds and
the average hold time. Include agent pro-
ductivity statistics, such as average num-
ber of transactions per year, assuming a
normal number of calls per transaction.

I. Provide projections for corporate growth
plans. Review the likely change rate in in-
creases or decreases of volume per the
largest corporate locations, which could
impact staffing. When providing projec-
tions, include a disclaimer that volumes are
not guaranteed.

J. Percentage of bookings made by phone,
online and e-mail. Determine the percent-
age of online transactions that require
human intervention. A high touchless
transaction percentage can reduce costs.
Consider asking the TMC for a single online
fulfillment fee inclusive of touchless and
touched reservations.

K. Share of total hotel room nights and car
rental days booked through the current
TMC and the percentage of hotels that pay
TMC commissions

L. Payment process details, including billing
and payment configuration

M. Review incumbent’s database for addition-
al traveler profile data that may be helpful.

lIl. NARROW THE FIELD

As you define your company’s needs, it will
be clear that some travel management com-
panies can better meet your needs.

A. Develop a database of TMCs under con-
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periences with the bidders.

. Consider how the bidders balance and

measure service and cost avoidance.

Evaluate TMCs’ automated tools and their

ability to integrate with other corporate

systems. Will your company contract with

the TMC for an online booking system, or

procure one independently? Do the auto-

mated tools integrate with each other?

Determine which TMCs best support the

use of technology, including:

1. Online booking

2. Automated expense reporting

3. Pre- and post-trip reporting

4. Automated traveler tracking

5. Management reporting

6. Payment system integration

7. Data warehousing

8. Tracking/refunding unused e-tickets

9. Custom portals with profiles, policy,
security and destination information

10. Use of mobile applications for travel

. Consider the TMC's role in account man-

agement or negotiation services.

1. Ask the TMC about its supplier rela-
tionships, including those with global
distribution systems.

2. Determine who will obtain hard- or
soft-dollar benefits and fund agent in-
centive programs.

3. Determine TMC involvement in on-
line booking systems and fulfillment
of online transactions. Ensure that a
TMC can deliver on any specific pref-
erences or expectations.

. Consider the need for additional TMC ser-

vices, including policy consultation, pro-
cess innovation, e-commerce integration
or meetings and incentive management.
Look at TMCs with preferred vendors that
best match yours.

ria, on which the selection likely will
hinge

2. Whether an in-person presentation
will be required

3. A timetable for the process. If a
change is made, minimize disruptions
through swift implementation.

4. A list of the rules of the process. For
example, allow no contact outside of
what is required for the incumbent to
continue the current operation. For-
bid parallel negotiations with local
company offices.

5. Consider holding a bidders’ confer-
ence to give TMCs an opportunity to
ask questions. Hold short meetings
with each, a single meeting with all
present or limit the conference to
written questions. All bidders should
have access to the questions and re-
sponses of all others.

6. Allow a period in which bidders may
ask questions to clarify the RFP. Pub-
lish all questions and answers to all
bidders without disclosing the ques-
tions’ sources.

. Detailed information on your account

1. Objectives and data requirements
2. All available travel expense data

3. Current service configuration

4. Current preferred vendors

5. Reservations and payment methods
6. Projected changes in volume

7. Service expectations

. Basic information about prospective TMICs

1. Ownership, offices and call centers

2. Operating hours and after-hours ser-
vice and support

3. Number of years in business

4. Number of employees

5. Agent turnover rate, agents’ aver-
age years of industry experience and
length of time with the TMC

IV. PREPARE AND SEND RFPs

Assuming you have conducted an RFI, select
a limited number of travel management com-
and preferred vendors. Conducting an RFI panies, perhaps four to six, to send concise
can help narrow the list of those to receive but thorough requests for proposals, pos-
full RFPs. sibly electronically. Customize any generic
B. Create a bidders list of TMCs to be consid- RFP template and understand the questions
ered. Focus on TMCs whose multinational before asking the vendor to reply. Keep in
presence complements your company’s mind that direct questions elicit responses least two such references, and refer-
needs. Understand the scope of the TMC's that are easily understood and evaluated. ences from participating countries.
existing client base. Small or midsize ac- Allow TMCs at least one month to respond— 9. Membership in consortia or franchise
counts considering a mega TMC should in- six weeks for a multinational response—and organizations
vestigate services the TMC typically offers slate another four to six weeks to evaluate 10. Percentage of the TMC’s U.S.-based
customers of that size and ensure services responses. Consider including the following and international business; corporate,
offered are commensurate with needs. in the RFP: leisure and group business and trans-
C. Ask buyers who have similar budgets and A. Criteria for the selection process actions made online
are from the same industry about their ex- 1. Summary of the most important crite- 11. With which global distribution sys-

6. Audited financial statements

7. Size of other commercial accounts

8. References from customers with ac-
counts of similar size, in similar in-
dustries and with recent implementa-
tions, as well as those recently lost for
reasons other than consolidation. For
multinational programs, require at

sideration by sending out brief requests for
information with general questions about
services, office locations, business volume




tems does the travel management
company have relationships?

D. Proprietary TMC pricing programs

1. Travel suppliers with which the TMC
has special negotiated air, hotel and
car rates

2. Estimated annual cost avoidance vs.
savings

a. Soft-dollar opportunities: value-add-

ed services and amenities

Other savings opportunities include:
Access to free or reduced air tickets
Access to non-GDS content
Discounts on limousine transfers,
airport parking, airline club mem-
berships and discounts under a co-
branded charge card arrangement

d. Use of ticket consolidators

Description of travel management com-

pany staff on the account

1. Travel agents

a. Number of agents to be dedicated

to your account, designated for sup-
port roles, their names and location

b. Experience of individual agents as-

signed to the account

c. Number of air transactions or phone

calls or amount of sales dollars ex-
pected of each agent to handle per
day, assuming a normal ratio of calls
to transactions

d. Whether agents receive incentives

for booking preferred TMC vendors,
and what safeguards exist to ensure
no interference with compliance to
corporate policy

e. Call overflow procedures and wheth-

er backup will be provided in case of
emergencies and absences
2. Account managers
a. Primary account duties and place in
TMC management structure

b. Amount of the account manager’s
time allotted to your account versus
other accounts.

c. How, and how often, the account

manager will communicate with you

3. Supervisor-to-agent ratio

4. Determine the training process for
travel agents and managers, and pos-
sible customization to reflect your
policies and preferred suppliers.

5. Employee evaluation procedures

6. Methods of handling complaints
about staff and vendors, including
any tracking and reporting processes

Automated services

1. Determine the TMC’s role in the se-
lection, implementation and ongoing
support of a corporate self-booking
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system, including support of a single
system or multiple options and prod-
ucts selected by your company. As-
sess any added costs for support and
integration with other technology.

2. Determine how the TMC will support
online booking fulfillment, including
24/7 online help, and any costs.

3. Assess whether pre- and post-trip
data is available in real time over the
Internet and shows all travelers’ loca-
tions and contact information.

4. Assess agent response time to reser-
vation or information requests.

5. Ask whether the TMC can automati-
cally track and refund unused elec-
tronic tickets and provide information
on unused nonrefundables that can
be exchanged for airline credits.

6. Can the TMC merge corporate charge
card and booked data? Does the TMC
support multiple payment options?

7. Availability of any risk management
automation

8. Does the TMC own its own technolo-
gy? How often does the TMC enhance
or update technology? How does it
support third-party technologies?

9. How are client requests for new tech-
nology projects and features fulfilled?

10.How does the TMC manage transac-
tions that do not go through GDSs?

. Quality control processes

1.Is quality control automated or han-
dled manually? If automated, which
system does the TMC use?

2. How often are pre-trip itineraries re-
evaluated to determine the best price
based on policy?

3. Does the program consider connect-

ing flights, alternative flight times, dif-
ferent airlines and alternate airports?

4. Does the process automatically check
airline, car and hotel bookings for
compliance with corporate policy?

5. Does the TMC consider the quality of
reservations in its measures of agent
productivity?

6. Are error reports generated to help
agents avoid repeated mistakes?

7. Can the booking process be custom-
ized to meet your travel policies, ac-
counting codes and negotiated rates?
Can it be switched to another GDS if
you decide to change?

8.1s a separate quality control process
employed for international travel?

9. Ask to see a third-party audit of the
quality control program. What is the
average savings per PNR?

. Traveler profiles

1. What information on preferences is
stored in traveler profiles? Are pro-
files stored in the GDS, in an TMC
database, online or offline, or in your
self-booking system?

2. How does the profile database inter-
face with customer human resources
data to track personnel changes?

3. Can transient profiles be accessed for
meetings management?

4. Can travelers access profiles online?

5. Are profiles housed at the TMC syn-
chronized with profiles in the online
booking product? If so, how often?

6. Are traveler profiles customized to
accept TSA-required data elements
for compliance with Secure Flight?

7. Clarify that you own all data pertain-
ing to your account and that it may
be transferred to another TMC at the
contract’s end.

Traveler services

1. How are lost tickets handled? How
soon after a booking is made are tick-
ets delivered, if paper is required?

2. After-hours emergency service

a. Does the TMC or an independent
provider operate the service?

b. How are quality standards main-
tained?

c. Are agents multilingual?

d. Can calls be routed to centers around
the world? Is there a different cost if
travelers call for non-emergencies?

3. How are changes made to tickets ful-
filled through online booking? Can
these changes be made online? As-
sess any costs.

4. What international travel services
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does the TMC offer—passport, visa,
legal and medical referral services?
What fees are involved? Does it have
offices in other countries, or is it affili-
ated with local TMCs?

5. Does the TMC provide destination in-
formation, including security alerts?

6. What communication resources are
available—newsletters, online, e-mail
and social media?

7. Are meet-and-greet services avail-
able? Where and at what cost?

8. Are lost baggage follow-up and air-
port parking discounts provided?

9.1s customer service for automated
tools provided?

10.How are corporate travelers notified
of flight changes?

11. What is the procedure and cost for
processing unused airline ticket re-
funds? What reports are provided?

12. Are mobile tools and services pro-
vided to travelers?

13. Develop a crisis recovery contin-
gency plan.

Policy controls: How will the TMC help

monitor compliance? Will it provide:

1. Pre-trip notification of noncompliant
itineraries?

2. Post-trip auditing to generate reports
of noncompliant travel?

3. Exception reports comparing booked
and spent data?

Hotel and car rental reservations

1. How will agents access your negoti-
ated rates? What negotiated rates can
the TMC offer?

2. What systems are in place to find the
lowest rates? Can they conform to
travel policy parameters?

3. Will the TMC help resolve disputes
with vendors?

4. What system is in place to keep track
of commissions and complaints?

Which consulting services are provided

and what fees are involved for each?

1. Policy development and enhance-
ment assistance

2. Assistance with vendor negotiations

3. Interpretation of management reports
and savings recommendations

4. Benchmarking data

5. T&E process assessment

6. Workflow processing

7. Custom air and/or hotel sourcing and
program implementation

8. Technology assessment/integration

9. Global consolidation

Meetings services

1. Dedicated planning staff
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2. Incentive travel

3. Meetings technology

4. Destination information.

5. Do its online booking systems accom-
modate meetings?

. Management reports

1. What types of reports are available?
Are graphical summary and pre-trip
audit reports available online? Who
will run pre-trip audit reports?

2.Is there an online reporting tool that
lets you review your own data? Does
the online reporting tool allow you to
query the database or only produce
standard reports?

3. What reports are available to track
online bookings, including those that
are touchless? Do they detail fees?

4. How often will reports be provided,
and how soon after the end of a re-
porting period? What is the primary
data source for pre- and post-trip
reports? How is data quality ensured
and how is information matched and
cross-referenced when consolidated
from multiple sources?

5. Can reports present detail by depart-
ment and down to the traveler level?

6. How long does it take to get ad hoc re-
ports? What are the fees for custom-
ized reports?

7.Does the TMC have the ability to
locate every traveler at any given
moment, either through its own
technology or with the help of a third-
party risk management firm? How
frequently are traveler-tracking data
refreshed?

8. Are global reports available? How and
how effectively is data gathered from
foreign locations? What is the time-
line for receiving global reports, and
how often are they updated? Is deliv-
ery and accuracy guaranteed?

9.Is there a process by which the data
can be manipulated and customized
reports produced at the corporate
site? If so, what technology is re-
quired? Is a computer help desk pro-
vided? What fees are involved?

10. Will the TMC provide reconcilia-
tion reports that match up centrally
billed expenses with actual bookings?
Will it provide a data feed to disperse
centrally billed expenses into general
ledger accounts at the company?

11. Is travel booked through the TMC’s
meetings department incorporated
into corporate MIS reports?

12. Can the TMC provide benchmark-

ing data for corporations of similar
size, geography or line of business?

0. Financial and billing information

1. Provide a spreadsheet in the RFP
for TMCs to complete, so propos-
als are returned in the same format.
Separate revenues into base commis-
sions, overrides, hotel and car com-
missions, GDS incentives and other.
Break down expenses into TMC fees,
including overhead and profit, labor
costs, including salaries and benefits,
and other direct costs like technol-
ogy, telephone and delivery fees.

2. Determine the company’s preferred
TMC financial configuration

a. Transaction fee: Determine whether
to consider bundled versus unbun-
dled fees based on your initial defini-
tion of a transaction.

i. The corporation pays the travel
management company variable fee
for each booking, based on commis-
sions and other incentives.

ii. Agree upon the definition of tradi-
tional, offline, domestic, regional and
international, and assisted, unassist-
ed and touchless transactions for air,
rail, hotel and car rental bookings,
and how they would be measured.
Typically, transaction fees are de-
fined as charges for airline ticket
purchases, although some arrange-
ments also include separate charges
for hotel- and car-only reservations,
refunds and cancellations of itiner-
aries and reservations.

iii. Ask for calculations of a transaction
fee with revenues retained by the
TMC and another with revenues re-
turned to the company. The fee can
be limited to TMC profit and over-
head or be fully loaded, including
TMC expenses. For very large and
especially multinational accounts, it
can be difficult for the TMC to as-
sume risk by keeping revenues and
providing a lower transaction fee.

iv. Require details of optional value-add-
ed services and costs. If the TMC is
providing the online booking system,
find out when a booking becomes a
transaction chargeable with a fee.

b. Management fee

i. The TMC turns all commission rev-
enue to the client, which pays the
TMC for the cost of direct labor and
other direct operating expenses,
TMC profit and overhead.

ii. Provide an area in your spreadsheet




for bidders to list categories of ex-
penses, including salaries and ben-
efits and other direct costs like tech-
nology, telephone and delivery fees.

iii. Fees to cover overhead and prof-
it should be expressed as a flat
amount per transaction rather than
a percentage of air volume to ensure
there is no incentive for the TMC to
charge higher ticket prices.

iv. Require a breakout of any services
for which additional fees will be
charged. TMCs often differ in defin-
ing direct and overhead expenses.

3. Determine if fees are to be paid in ad-
vance or are due quarterly, monthly,
weekly or at the point of sale.

4. Create a service-level agreement with
a financial incentive to the TMC for
meeting specified key performance
indicators and a penalty for under-
performance. Measure performance
each quarter, and adjust fees accord-
ingly. Ask the TMC to list methods of
measuring each SLA.

V. EVALUATE THE PROPOSALS

A.

Read the proposals and put financial impli-
cations in the context of the services pro-
vided. Base the decision on more than the
proposal alone, including cost of change
and risk, the quality and experience of the
key people assigned and the cultural fit.

Bidder meetings

1. Invite the bidders to present their
proposals and respond to questions
asked by the selection committee.

2. Visit TMC sites that reflect the configu-
ration you desire. Meet with the opera-
tions manager who would be assigned
to your account and see how the TMC
would handle changes or emergencies.

3.Call TMC references, including re-
cently implemented or lost accounts.
Call clients not included on the refer-
ence list. Be prepared to share results
with the TMC.

Compare the financial offers and staffing

proposals on spreadsheets. Have financial

managers review proposed fee structures
or any changes to them.

Reduce the field to two finalists. Make

nothing final until a contract is signed or a

letter of intent is submitted.

VI.
A

NEGOTIATIONS

After comparing all bids, determine the ap-
propriate fees and what you will accept.
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. Contracts should contain definitions of key

business phrases in the terms and condi-
tions, financial, service-level agreement
and data privacy and security sections.

. Provide each finalist with the standard

terms and conditions from the company's
legal department for review, if you haven't
done so in the request for proposals.

. Review your company’s balance of trade

guidelines in the code of conduct.

Include the contingency emergency sup-
port plan in writing as part of the imple-
mentation package. Engage your compa-
ny’s internal risk management and security
departments to review the TMC’s security
plans and technology.

VII. SIGN A CONTRACT

A. Do not use only a standard TMC contract

form.

1. Formulate a document that reflects
your specific legal, services and finan-
cial considerations.

2.Do not award the business until af-
ter you have agreed to the contract
terms.

. Contracts should contain specific require-

ments, including service-level agreements,
and define expectations as well as finan-
cial incentives and penalties.

C. Three to five years is a common contract

length, though some companies have

moved to longer terms.

1. Determine how long pricing will be
fixed and whether to allow for a pricing
adjustment during the contract term.

2. Include a contingency plan and con-
sider volume adjustments.

3. Require at least annual reviews and
options for an additional year or two.

4. Cancellation and termination clauses
must be clearly defined and include
notice periods, corrective action re-
quirements and potential reimburse-
ment to the TMC for prorated losses
incurred. In case of termination, in-
clude transitional service obligations.

5. Include data ownership language.

. Negotiate how much of any cash settle-

ment is guaranteed, how it will be mea-

sured and whether it is for the length of the

contract or depends on the TMC's override

agreements with airlines.

Ensure consistent performance by defining

quality standards in the contract.

1. Include criteria for an overall rating
on meeting program objectives.

2.Build in savings and service metrics
but leave the TMC latitude to develop

its vision for servicing the account.
Criteria might include:

a. Phone response and call-back time

b. Ticket, invoice and management in-
formation accuracy

c. Surveyed traveler satisfaction

d. Use of negotiated rates and preferred
suppliers

e. Online booking adoption ratios and/or
unassisted online booking ratios

3. Obtain guarantees from the TMC on
quality control systems, and consider
auditing to verify its claims.

F. Include a clause in the contract that spells
out who at your company owns the reser-
vation records, and a requirement that the
TMC provide the records to your company
or another TMC should the relationship be-
tween your companies end. Ownership of
records can be part of GDS negotiations.

G. Spell out how the TMC will work with your
online booking vendor. If the TMC will ful-
fill bookings, the service-level agreement
must detail service expectations for the
handoff, changes, refunds or support. If the
TMC only is fulfilling phone reservations,
detail how data will be transferred and pro-
files updated.

VI, IMPLEMENT THE ACCOUNT
A. Meet with the new TMC within one week
of contract signing to discuss the process
with all divisional travel managers and
TMC account managers.

B. Develop a schedule that clearly defines
implementation steps and responsibilities.
Consider introducing the program through-
out the company, especially if it is global.

C. Solicit the TMC's help with materials for
travelers and arrangers. Consider a phased
approach at one site, country or region and
allow feedback before proceeding.

D. Host a meeting between the outgoing and
the incoming TMCs to make certain all par-
ties agree to the transition timeline and
other professional courtesies.

D. Include field offices in the implementation.
Ifthe TMC will have onsite offices at remote
locations, ask if it will let local staff choose
the TMC-employed manager and agents.

E. Communicate savings and service goals to
the TMC and conduct monthly and quar-
terly reviews. Evaluate infrastructure costs
up front and document start-up costs.

Marc Casto, president of Casto Travel;
Carol Ann Salcito, president of Manage-
ment Alternatives; and Cindy Shumate,
global travel manager for Estée Lauder
contributed to this article. B
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Developing A Global Travel Program

BY AMON COHEN

cting globally is more of a goal than a reality for nearly all companies, even though
efforts to streamline regional and multinational travel operations have grown for
three primary reasons: improved management information, traveler tracking and

leveraging of spend.

Such efforts, which require continuous communications, are ongoing processes

rather than one-time projects.

Many companies establish umbrella policies that cover but leave some latitude for all divi-
sions and locations. Some use different travel management companies in different regions. A
few of the biggest companies have established operations that rely on one travel management
company, one global distribution system and one payment system worldwide.

The following outline provides advice for corporate executives developing consolidated mul-

tinational travel programs.

|. THE STARTING POINT

Senior management support and buy-in from
other stakeholders, including key travelers, is
crucial. Clearly state the goal and complete an
initial needs assessment and proper business
case, presenting the benefits that the company
can achieve. Key messages are most likely to
be savings opportunities, process improve-
ments and improved employee satisfaction.

A. A C-level executive—the chairman, chief
executive officer, chief procurement officer
or chief financial officer—should commu-
nicate the global strategy to all executives,
empowering the travel management team to
implement changes. Ideally, a member of the
global board should be the ultimate champion
and leader of the program to lend continuing
gravitas.

B. A strong domestic or regional travel manage-
ment program can provide a strong founda-
tion for a global program.

1. Capitalize on existing successes and re-
lationships as the foundation for chang-
es to the travel program. Acknowledge
cultural differences at the outset and
understand that not all aspects of a suc-
cessful travel program may be transfer-
able to other regions or countries.

2.Enlist the support of international
travel managers into a working party to
increase the chance of success. Build a
robust, measurable and perhaps com-
petitive reporting process for them.

C. Ensure you have support from senior execu-
tives and key managers from all participating
countries and business entities. Itis important
to balance the number of stakeholders with
the potential to delay the decision-making
process.

1. Market the concept. Emphasize the

various ways each business unit will
benefit and how they can assist in meet-
ing corporate goals. Stress improved
services and benefits for corporate trav-
elers, savings and avoided costs. Start
with senior management. Then meet
people in the local countries who can
be advocates for change. Set up face-
to-face discussions, if possible, to seek
the input and buy-in of the most vocal
and influential business heads, travel
arrangers and travelers.

2. Designate a corporate travel manager in
each location or business unit to ensure
advanced collaborative decision-making
regarding major changes to supplier
portfolios and policies. Use local travel
coordinators to assist in getting infor-
mation and communications, especially
for smaller countries without travel per-
sonnel assigned.

3.Data privacy and corporate security
groups can be travel buyers’ best al-
lies during the early stages of building
a travel program. Duty of care and risk
mitigation also are areas that attract se-
nior management attention to travel.

. Establish a global infrastructure, including a

global travel team and/or council, to ensure

buy-in and ongoing support and provide a fo-

rum for prompt feedback.

1. Organize a task force to gather informa-
tion, plan timelines, develop regional
consolidation plans and establish strate-
gic objectives. If at all possible, appoint
a full-time project manager. Ensure that
each region and major country has rep-
resentation and active participation.

2. Organize regional travel councils that
include representation from information




technology, finance, human resources,
data privacy, corporate security and
risk management departments. The
support of representatives from each
country or region is critical.

E. The travel council should participate in es-

tablishing and fine-tuning the overall stra-
tegic direction of the global travel program
and travel management services, savings
and information goals. Management should
set responsibilities of the travel council to
strengthen its influence.

Outline to stakeholders that senior man-
agement expects participation in the global
travel program, unless compelling business
reasons preclude it. Use good local suppli-
ers when doing so benefits the global travel
program and maintains local client relation-
ships. Showcase peer group benchmarking
studies that demonstrate global program
benefits, particularly if you can get this level
of information from within a business group
in your industry.

. Ensurethereis clear understanding between

the travel management and procurement de-
partments on key tasks and objectives from
the outset.

. Don't be afraid to make an exception and

preclude a region, country or even individual
departments or travelers. If there is a partic-
ular need that cannot and never can be met
by the global suppliers, then manage it out-
side the program. This may require a sepa-
rate agreement authorizing the local supplier
to pass data to the global supplier.

Il. ASK QUESTIONS FIRST

Before developing a global travel program,
ask suppliers, particularly card vendors and
travel management companies, and the corpo-
rate finance department, for travel spending
data. Develop an internal request for informa-
tion to identify who manages travel internally
and elicit details about specific supplier con-
tracts and policies. Consider outsourcing as-
pects of the travel program.

A. If possible, visit locations and operating units

that will be the principal bases for travel

management programs abroad. Begin with

the location or locations that have the larg-
est concentration of spending volumes or
corporate travelers.

1. Articulate your purpose as an opportu-
nity to improve travel services, savings
and productivity for all employees in
the company and ask questions.

a. Seek to understand different internal
processes and procedures.

b.Be alert to cultural differences in be-
havior and attitudes. Look for nuances
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in style and procedure in each country
and region.

c. Question generalizations when assess-
ing international travel operations.

2. Assess your colleagues’ opinions of the
current travel program. Use surveys in-
ternally to obtain a profile of your com-
pany’s spending and needs locally.

. Use the travel council or a third-party data-

warehousing group to collect data on exist-

ing corporate travel patterns and supplier

relationships.

1.Develop a consistent framework of
data requirements and distribute it
to the responsible individuals in each
country. Key elements to collect are
supplier contracts and data on total
travel spending.

2. Wherever possible, data requests
should be directed and managed by
the incumbent travel provider. Over-
loading the local contact with signifi-
cant demands for data is not the best
way to secure buy-in and support for
a key part of the project. Demonstrate
you are prepared to do much of the
legwork yourself. Accept also that the
local contact may not be an expert and
indeed may have little or no knowledge
of the travel category.

3. Ensure you do not duplicate requests,
such as asking for the contract and
pricing separately. Ask for all the infor-
mation in one document.

4. Overall travel program information:
Collect detailed data. Explain why you
need the data and how it should be
collected, but do not expect the same
level of information or even definitions
of business travel in all countries. Cre-
ate the template to be used, and then
stage a conference call to present it to
key internal and external stakeholders.
Create a help page with details of the
requirements. The requests for infor-
mation should be specific and relevant
and avoid being burdensome for stake-
holders. Data should include:

a. Organizational information, including
company locations, number of busi-
ness travelers, their ranks, job catego-
ries and locations

b. Travel management company relation-

ships and services, including contracts,
agreements with key suppliers and
systems for reservations, document
delivery, reporting and payment, in-
cluding global distribution systems,
airfare databases and online booking
tools. Also include:

i. Financial arrangements, including
fees paid and commissions received.
Remuneration models can vary dra-
matically by country.

ii. Ancillary services, such as currency
exchange, value-added tax refunds or
visa assistance

iii. Consulting services, such as hotel




program management or negotiating
airline deals.
iv.Current staffing levels: Chart each
category of position (full or part
time), managers and support staff.
v. Agent productivity drivers such as
average call length, hold time, calls
per transaction and refund and ex-
change rates

c. Relationships with airlines, hotels,
car rental firms and other suppliers.
Include:
i. Contracts, including discounts, in-
centives, service-level agreements
and back-end refunds or discounts
ii. Primary supplier volume data by
dollars and transactions, gross and
net of refunds
iii. Special traveler programs and
preferences
iv. Alternate suppliers or traveler-
preferred options to be considered
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b. Travel agency contract terms

c. GDS and management information
services changes

d.Regulations that affect ticket distri-
bution and data transfer

e. Privacy and employment laws

f. Interview peer travel managers and
representatives of travel manage-
ment companies and suppliers.

g. Request feedback from managers of
such headquarters departments as
HR, MIS, purchasing and accounting
about extending policies and proce-
dures to operations worldwide.

h. Apply local, relevant lessons from the
domestic travel program.

i. Obtain benchmarking information
from businesses of similar size or in-
dustry and from corporations with
established global travel programs.

C. Focus on where the program can show re-

sults quickly. Leverage these successes
as you expand the program.

D. Identify areas out of line with travel man-

agement goals.

|V. DEVELOP A BUSINESS PLAN

A. Start by setting policies backed by senior

management and, where culturally ap-
plicable, create accountability measures.
At minimum, prepare a set of policies for
company travelers in selecting air, hotel
and rail and other components of travel.
Consult with global human resources,
corporate security, tax and data privacy
groups in the construction process.
1.Don’t expect to impose policies in
other countries identical to those at
headquarters. Travel options, busi-
ness considerations and traveler en-
titlements and sensitivities all vary.

[I. STU DY THE DATA Don’t overstate your authority or

With differences in the travel data avail- management support. Be factual and
able in each country, establishing bench- honest.
marks could make data more relevant. a. Work with local managers and em-
A. Use independent benchmarks to iden- ployees to draft travel policies that

d. Travel purchasing methods

e. Copies of existing travel policies

f. Current corporate payment methods,
including:
i. Cash and payment provisions

ii. Reimbursement procedures. Re-
quest card data, including individual
billing and central pay information.

g. Expected changes in travel patterns,
business activities, recruitment con-
ditions and other developments

2. Travel volume and patterns. Develop
a global database by requesting trav-
el agency data for the past two years.
Request the data in a common format
that bridges data consolidation and
modeling tools at the raw data level
instead of the summary level.

a. Transaction and spending volume by
travel supplier type

b. Destinations and citypairs

c. Average trip length

d. Average airfares and hotel and car
rental rates

e. Rail and ferry usage

f. Primary supplier marketshare

g. Exception reports, if available

h. Management reports or estimates for
as many data points as possible, and
reports from accounting department
or third-party data management firm

i. Year-one volume estimate and his-
torical data

3. Market information. Ask colleagues
and suppliers for insight into their re-
spective countries and changes that
might affect a global travel program:

a. Commission structures and overrides
and GDS revenues paid to TMCs

tify potential travel management improve-

ments. Focus not solely on data, but also

on best practices and policy.

1. Calculate ticket price averages for
domestic and international air travel.
If your company uses a lot of split
ticketing, cost per mile may be a su-
perior benchmark.

2. Possible benchmarking data sources:

a. Domestic and international travel
management companies

b. Third-party data consolidators

c. Charge card

d. Aviation, lodging, rental car, ground
transportation and other suppliers

e. Consultants

f. Industry and professional associa-
tions and publications in your indus-
try as well as travel, finance and ac-
counting

g. Peers at other companies, espe-
cially those with comparable travel
patterns, size and structure to your
company

h. Fare audit companies

B. Identify business units likely to support the

objectives of your global travel program,
such as a division already managing travel
and supporting preferred vendors. Lever-
age technology from larger units to benefit
smaller ones, such as providing employee
tracking or pre-approval technology or
consolidation of post-trip data at the local,
regional and global business level.

reflect local realities while support-
ing global travel program goals.

b. Policies often vary by country, includ-
ing language governing airline class of
service, hotel room types, per diems,
airport transportation, expense reim-
bursement, telephone expenses, car
rental insurance, corporate aircraft,
preferred vendors and emergency
procedures. Allow local policies to
be more but not less strict than the
global policy.

2. Start simply. Cover the fundamentals
but leave room for fine-tuning. Global
policy should be flexible and measur-
able, but never ambiguous.

3. Ensure policy is practical with regard
to local practices to eliminate the
need for local exemptions.

. Create the means to generate good man-

agement information that will let you:

1. Develop a global travel management
plan, with specific goals and a real-
istic timeline. Senior management
should review, accept and endorse
this plan.

2. Support international negotiations.
Use data to create a baseline. Con-
sider sending a global request for
proposals to airlines or alliances with
networks covering at least 75 percent
of the citypairs critical to your com-
pany. Complete the program with
secondary and local carriers.




3. Refine international policies. If you
work with a select number of trav-
el management companies, try to
streamline travel policies and prac-
tices. Work with your legal team to
develop an agreement that covers
all agency locations with a particular
provider.

4. Develop metrics for tracking service
levels. Key performance indicators
can be helpful internally as well as in
working with suppliers.

. Introduce a global corporate card.

1. A corporate charge card program can
yield detailed spending information.
Be cognizant of privacy laws, banking
regulations, customs and infrastruc-
ture that restrict data collection and
dissemination.

2. By putting multiple business units un-
der a single contract, companies can
reduce charge card fees
and boost rebates. Mer-
chant fees can fluctuate
by market. The card is-
suer will base economic
decisions on the number
of cards issued and card
spending in foreign cur-
rencies in order to deter-
mine issuer income and
the amount of program
overhead required.

3.Ensure that corporate
card vendors can meet
requirements despite
agreements in various
countries that may not
permit them to provide
specific services. Focus
on data delivery capabili-
ties and ensure the pro-
gram meets in-country
needs for reporting and
program management.

D. A global program concentrates travel pur-

chasing with one or a few travel manage-

ment companies.

1. Benefits of using a single travel man-
agement company throughout the
world can include:

a. It helps develop consistent proce-
dures, application of travel policy, val-
ues and guidelines and provides clear
accountability for service delivery.

b.It can provide a single system for
consolidating data from diverse inter-
national operations. Travel manage-
ment companies vary in their ability
and methodology for consolidating
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data from multiple countries.

c. It maximizes negotiating leverage
globally and locally.

d.It provides efficiencies in manage-
ment costs and offers standardization
of management reports.

2.Using a single travel management
company for a group of countries
within a region can offer the same
advantages as worldwide TMC con-
solidation. Some see it as requiring
an extra step to aggregate worldwide
information. Others see it as ensuring
competition and enabling the use of
the best in each region. No agency
owns all locations worldwide and no
agency has one single technology pro-
cess. Point-of-sale issues, such as the
local dominance of a particular global
distribution system, exist regardless
of the approach.

o
e

3. Using independent TMCs joined in an
international network to support mul-
tinational accounts is also an option.
Without common ownership, control,
service and standardization, it can be
difficult to jointly manage and coordi-
nate the program.

E. Evaluate the ability of TMCs or third-party

data consolidators to provide data.

1.How is management information
gathered, manually or automatically?

2.How is data from incompatible com-
puter systems consolidated?

3. Can data be normalized internally?

4. Are currency conversions compat-
ible with your company’s accounting
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practices? With what frequency is
currency converted?

5. Can the correct data be gathered on
ancillary services not booked through
GDSs, such as hotels and rental cars?

6. How often is the data updated? How
is it cleansed?

7. What is the availability of pre-trip and
post-trip data?

Determine what the travel management

company will provide and what you will do

to complete the data management process.

An independent data consolidator can

bring in data from all countries.

. Ask questions about existing technology.

Make use of references.

1. Be aware that every travel manage-
ment company strategy involves
business practices and technological
progress limitations.

a. Be cognizant of data privacy concerns

and legal requirements for

data transmission in vari-
ous countries.

b. Common agency back-

office systems often do

not capture data in com-
parable formats. Curren-
cies must be converted in
order to consolidate data.
c. Cross-border ticket-
ing—driving all tickets
for a region from one
country—may be legally
and technically possible,
yet not practical, espe-
cially in regions with
multiple currencies and
tax laws. Often, regional
centers process reserva-
tions and then have lo-
cal offices issue tickets.

Understand the process

for traditional telephone
reservations and for electronic ticket
fulfillment.

d. Managing multiple suppliers and as-
suring service consistency is difficult.

2. Consider GDS strategy when select-
ing a TMC.

a. A common GDS at least in key loca-
tions can be beneficial where it is a
priority to provide en route service
to traveling employees. This enables
access to traveler itineraries and pas-
senger name records. Most major
TMCs now have multiple GDS access
through their 24-hour call centers,
where they recommend processing
en route requests.




b. Some rail or pricing information may be
available through only one GDS, which
may be more important than the uni-
versal exchange of passenger records,
depending on travel patterns.

c. Strong local vendor relationships or
prevailing market conditions may make
it essential to use a particular GDS.

d.Partner closely with your preferred
travel management companies on GDS
issues, as they have buying leverage and
will work with the GDS on your behalf.
In some cases, the TMCs have devel-
oped proprietary customized scripting
and other GDS enhancements.

e. Consider a separate GDS contract to
allow easy travel management com-
pany conversion and to obtain rebates
directly versus trying to get them from
the TMC holding its own contract.

3. Begin establishing infrastructure for on-
line reservations and fulfillment and add
provisions to access suppliers not avail-
able in GDSs.

a. Build on the successful implementation
of an online tool in a single country or
the headquarters location.

b. Weigh fulfillment options.

4. Map TMC service locations and your
company’s destinations, and ask the
travel management company to explain
how it will support your needs.

. Maintain task force involvement throughout

the process. Ask local representatives to ne-

gotiate with local vendors.

V IMPLEMENTATION

. Decide on a rollout plan: Implement first in the

largest countries and locations, or perhaps by

region, where most of your volume is concen-
trated and benefits are easiest to quantify.

1. Report benefits at a few locations with
the highest spend and greatest potential
to prove early success.

2. Consider company structure in each
geographical area.

. Develop communication and change manage-
ment plans with the council and key suppliers
to prepare senior management and employee
expectations regarding service. Require dedi-
cated resources from the travel management
company, including communications, for the
rollout.

. Introduce the program at each key location.

. Introduce personnel involved in the program

to the travel management company’s global

account management team.

Give advance notice to incumbent agencies

and suppliers affected by the change. Review
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contracts for local legal concerns, includ-
ing labor laws. Beware of obstructions by
incumbent travel management companies.
When switching to a new agency, the key is
to transfer profiles intact. Often, this is a good
opportunity to clean up existing profiles or
switch to a more modern Web-based traveler
profile system. These are maintained directly
by the traveler or travel booker and are syn-
chronized automatically with the GDS. When
transferring GDSs, retain the existing system
on site for about two months to cross-check
any data discrepancies.

Establish and promote a means to gather
traveler feedback and address service issues
promptly.

. Leverage worldwide travel volume in order

to negotiate global or multi-country airline

and ground transportation agreements, and

develop a global preferred hotel program.

Country- or region-specific contracts may be

necessary.

1. Cover the majority of airline spending with
negotiated agreements. If multi-country
agreements with a single carrier are not
possible, evaluate whether an airline alli-
ance provides sufficient coverage.

a. Aggregate data may be sufficient to
provide some initial leverage for multi-
country agreements.

b. Sophisticated modeling requires seg-
ment-level detail by citypair from the
global travel management company.

c. Airline alliance deals can provide travel
buyers a single account manager, con-
solidated and standardized reports and
one set of negotiated commitments.

i. Data evaluation is key for a company
to determine if an alliance deal is the
right fit. Evaluate whether the com-
pany’s route structure, air volume, do-
mestic-international ratio and traveler
preferences fit with the offerings of a
particular alliance.

ii. Obtain TMC feedback and further
evaluate if an alliance-wide agreement
would result in efficiencies, pricing val-
ue or other global benefits.

iii. Some airline alliances can offer joint
deals under antitrust immunity, while
others cannot. Alliances generally con-
tract through a centralized management
company or a lead alliance carrier.

iv. Alliances favor companies that strong-
ly enforce travel policy and can generate
business to multiple alliance partners.

v. Be aware that some alliance joint-
ventures now are attempting to compel
clients to use all their members, which
can threaten commitments to rival air-

lines. Insist on dealing on an individual
carrier basis.

2. Negotiate car rental company agree-
ments travelers can access globally.

3. Most hotel programs include several
levels of preferred properties. Individ-
ual properties with the highest num-
ber of room nights and spending yield
the best rates. Negotiated chainwide
agreements can provide a discount at
every property. Buyers also can lever-
age rates from the company’s preferred
TMC.

a. Negotiate preferred rates in top loca-
tions through the hotel company na-
tional account manager or directly with
the property sales department.

b. A chainwide hotel agreement can pro-
vide lower discounts than those negoti-
ated with high-volume properties, but
can help in locations with fewer room
nights.

c. TMC rates usually are lower than pub-
lished corporate rates, but they too can
be used in location with few or no room
nights. They also provide a valuable
benchmark for negotiating.

G.

. FOLLOW THROUGH

Meet regularly with your travel council to
review global travel program results, resolve
service issues and exchange ideas.

Listen, monitor feedback and respond. Be
flexible about fixing problems.

Meet regularly with the travel management
company. Review formal key performance
indicators to measure success and identify
problems.

. Study management information.

1. Identify travel spending patterns that
indicate negotiating opportunities and
policy exceptions that need revision.

2. Use data to demonstrate program suc-
cesses. Monitor key performance indi-
cators to assess service delivery.

Leverage best practices in service configu-

rations, preferred supplier selection and

technology products.

Develop ongoing supplier certification stan-

dards. Publish current travel management

company and internal contact information
and preferred deals on your intranet.

Continuously survey travelers about satis-

faction with supplier programs.

Travel management company veleran
Mike Platt, 3Sixty director Chris Reynolds
and ProConTour Consulting managing di-
rector Felix Vezjak assisted in revising this
section. B
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Establishing An Airline Program

BY JAY BOEHMER

o one ever called the airline industry easy. As carriers see it, they face bitter com-
petition, high taxation, outdated infrastructure, price-sensitive customers, stead-
fast regulation, elusive profitability, erratic fuel prices and irrational pricing. When
things appear to be getting better, a volcano erupts.

To reciprocate, airlines rarely take it easy on their corporate clients. Whether
merging with other mega carriers, levying new fees for things that used to free, slashing capac-
ity or waiting until a law is passed before realizing that maybe they shouldn't keep passengers
stranded on a grounded plane for hours at a time, corporate buyers and their travelers see their

own set of challenges.

The job of the corporate travel buyer is to bridge these conflicting views, make sense of what
is by most business measures an irrational industry and find common ground on which to build

mutually beneficial terms.

Though often at odds, there remains room for reciprocal relationships between buyers and
their airlines suppliers. The following is a guide to establishing and maintaining such a preferred

relationship with a carrier.

|. GAUGE THE
COMPANY MINDSET

Airline deals are all about marketshare. More
than anything, airlines want clients to steer
travelers to use them instead of their competi-
tors. While large air volumes can get you in
the door, buyers must be able to demonstrate
their ability to motivate travelers through clear
policy and strong enforcement to deliver in-
cremental marketshare to preferred airlines.
Though air deals are more about marketshare
than volume, consider annual corporate air
spending of at least a few hundred thousand
dollars as a minimum, and ask your travel
agency for benchmarks.

A. Understand how senior management values
preferred airline relationships to formulate a
dedicated course of action.

1. Determine if the costs of implementing
preferred airline agreements—includ-
ing human resources and frequent flyer
loyalties—are worth the benefits.

2. Communicate the types of cost sav-
ings and added services available and
the commitment necessary to achieve
them.

3. Assess the extent of senior manage-
ment support for a preferred air pro-
gram. True senior management buy-in,
including mandating use of preferred
airlines, can allay future difficulties.

B. Understand and communicate the corpora-
tion’s needs.

1. Establish a cross-functional sourcing
team that includes the CFO, corporate
travel manager, purchasing or procure-
ment and meetings management rep-

resentatives, leaders of divisions with
higher-than-average air expenditures, a
representative from the travel manage-
ment company and frequent travelers.

2. Predict domestic and international air
volume for the corporation for the next
year based on last year’s numbers and
important elements of the business plan
for the coming year, such as merger and
acquisition activity and new corporate
locations. Also consider air volume for
meetings and the amount of trips for
internal purposes, like training, vs. cus-
tomer visits. Though it’s important to
anticipate your travel footprint, remem-
ber that volumes are determined by the
business and economic environment,
not by the travel manager.

C. Understand traveler air preferences.

1. Ask the most frequent travelers which
carriers they use and why. Some carri-
ers or third-party providers offer reports
on on-time performance, delayed flights
and mishandled baggage. The U.S. De-
partment of Transportation provides
such data for domestic carriers free of
charge through the Bureau of Transpor-
tation Statistics at www.bts.gov.

2. Assess frequent flyer memberships.

3. Understand which amenities, both in
the air and on the ground, are impor-
tant to travelers. Not all airlines offer
the same services.

4. Determine traveler willingness to sup-
port a preferred airline program and
the potential need for a mandate. Be
realistic when evaluating your ability to
enforce policy.




Il. GATHER INFORMATION

With proper data, a corporation could win
discounts on specific citypairs, for multiple
destinations from one originating city, for
regional business or even across your entire
portfolio.

A. From your travel management company
databases, online booking system and
third-party data consolidators, obtain:

1. Most frequently flown citypairs—at
least the top 20—by segments and
passenger count, booked by carrier
and route, as well as directional data

2. Dollar volume per carrier, per route,
for the most recent 12-month period

3. The number and value of tickets is-
sued by fare class B. Focus on booked,
as opposed to flown, data, which can
be six months old by the time of re-
porting. Ideally, the travel manager
should have reports with which to
compare airline data. This would help
pinpoint when travel agents do not
code tickets appropriately.

B. Investigate the airlines. Information from
government and independent sources can
help leverage negotiations. If you know, for
example, that a carrier has low load fac-
tors on a route you fly frequently, or there is
new competition on the route, you can be
more aggressive in negotiating. Be aware
of airline customer service metrics, includ-
ing on-time performance and baggage
handling performance.

1. Obtain marketshare information by
citypair from the U.S. Department
of Transportation—recognizing that
such data is free but dated by at least
a few months. Data from other sourc-
es, including ARC, travel agencies,
consultants and other third parties,
can be costly to obtain.

2.Look closely at data for more than
one year to ensure you are examining
an established trend. Look at differ-
ent quarters of the year to determine
the seasonal impact.

3.Focus on the capacity each carrier
has in given cities and on certain
routes. The difference between one
carrier’s 60 percent marketshare on
a route and another carrier’s 20 per-
cent share is significant to the buyer’s
opportunity to move share toward a
carrier, depending on the airline. Mar-
ketshare numbers may be difficult to
obtain and also should be used cau-
tiously when assessing contracts that
aggregate several citypairs of varying
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sizes and carrier composition.

4. Useful information can be obtained
from several third-party firms and
consultants performing data analyses
with optimization modeling. This will
take into account both client traffic
and carriers’ route capacities.

. Document how you plan to shift market-

share and control travelers’ choice of car-
rier, and past successes.

. Determine how and to what degree you

can leverage your employees’ meetings
and leisure travel.

. Airlines increasingly are charging for a la

carte offerings not included in the base
fare. These can include fees to select
seats, check bags, access inflight Inter-
net, purchase food on bhoard and gain up-
grades. Though many of these fees are not
negotiable, travel buyers should attempt to
capture spending through expense report-
ing and charge card data to show carriers
the total amount spent on air services.
Compile benchmarks. Data from peers and
travel management companies may help
give you perspective.

III GET STARTED

. Not all types of business are equally im-

portant to every airline. The key is to get a

fix on travel patterns and determine which

airlines have compatible needs.

1. Recognize carrier network strengths:
Short-haul versus long-haul; hub-and-
spoke versus point to point; interna-
tional reach versus strict U.S. focus

2. Recognize product differences. Some
airlines are no-frills, low-cost op-
erators, while others provide a more
comprehensive range of services.
Low-cost carriers are providing more
ticketing flexibility, distribution op-
tions and improved reporting.

3. A careful analysis of your company’s
travel patterns may present opportu-
nities for citypair-specific rather than
systemwide deals, but do not sacrifice
overall savings for dazzling citypair-
specific discounts. For more than one
systemwide deal, carefully analyze
which carriers will maximize citypair
coverage without diluting the other
preferred airlines’ shares.

4. Inquire if the carrier participates in an
airline alliance. Some airline partners
offer joint deals under the umbrella of
antitrust immunity, while others have
taken such relationships even further
by developing joint ventures, through
which partners manage capacity,

B.

fares and corporate deals as one en-
tity on some subset of their network.
Determine the magnitude of alliance
relationships and how it impacts ne-
gotiating leverage.

Communication is key to any business rela-

tionship. Interface with:

1. Airline contacts. Determine the de-
gree of authority the airline delegates
to its representatives at different
levels. Relationships with high-level
sales managers can be very valuable,
but the smaller your travel volume,
the more difficult it is to forge such
relationships.

a. Local corporate account executives

b. Regional sales managers

c. The corporate sales or business devel-
opment director at airline headquar-
ters: Establishing such relationships
helps ensure that changes in regional
staff do not eradicate contacts. How-
ever, headquarters-level relationships
may be limited, especially for smaller
travel programs.

2. Travel management company contacts

a. The travel management company
might have a better relationship with
the airline, and the company relation-
ship with the travel management com-
pany might be better than that with
the airline.

b. Travel management companies fre-
quently are the primary source for
company spending history and can be
partners in negotiations.

3.Peers and consultants can provide
benchmarking data.

Some corporations, especially larger ones,

take a formal approach by sending out re-

quests for proposals to headquarters and
local sales offices. Include essential infor-
mation only. Agencies and consultants can
help formulate and streamline the process.

IV. NEGOTIATE THE DEAL

A.

Start by outlining the benefits of your busi-

ness to the airline. Typically, airline agree-

ments are written by and for the airlines,
though corporations’ legal departments
may seek modifications.

1. Provide data on your company’s traf-
fic patterns. Highlight areas of in-
terest to the airline, including such
higher-yielding purchases as inter-
national business class. Many airlines
will require your data to be processed
through a third-party data aggregator
prior to submitting a proposal. Allow




B.

four to six weeks to facilitate the data
release authorization required of this
process.

2. Airlines are reluctant to offer trial pe-
riods for contracts, but corporations
can implement stair-step agreements
in which the level of discount increas-
es with volume. Avoid the pitfall of
overpromising and underdelivering.
Buyers who consistently underper-
form will earn lower discounts com-
pared to their counterparts with well-
managed travel programs.

Be persistent. Airlines are being more se-

lective regarding the accounts on which

they choose to bid. Rejected requests for
domestic discounts can be revived by of-
fering more volume on international routes.

Try to tie the two together for maximum

purchasing power. Avoid putting all of your

eggs in one basket, as market conditions
and travel demographics can change.

Show a strong front.

1. Try to have your controller or senior
financial manager attend negotiat-
ing sessions to help crunch numbers
and describe the company’s fiscal di-
rection. Summarize your company’s
value to the airline.

2. Depending on the corporate culture,
include corporate procurement/stra-

ESTABLISHING AN AIRLINE PROGRAM

tegic sourcing and other company
departmental representatives at each
step of the negotiating cycle.

3. Invite your travel management com-
pany if helpful, but be sure to inform
the airline about who will be present.

. Negotiate the types and levels of domestic

discounts.

1. Most carriers base discounts on the
marketshare or incremental share
and/or revenue a company can pro-
vide, on specific routes, multiple
routes from one origination point or
systemwide. Discount structures dif-
fer by airline. Some use actual fare
paid and others use reworked airfare
classifications. Keep the contract and
the number of discounts manage-
able. Cluster markets with similar dis-
counts or share requirements where
possible.

2. Consider:

a. Agreements that include dollar-vol-
ume or segment goals might not be
beneficial.

b.Most airlines exclude lower-priced
fare types from discount programs.
Assess the impact of such exclusions.

c. Obtain assurances that the traffic
goal is reduced proportionally when
frequency or aircraft size is reduced

in a given market. Such clauses can
alleviate contractual conflicts.
d.Don’t overestimate volume or the
ability to deliver it to extract a higher
discount percentage. Avoid the pit-
fall to over-commit volume. Over-
commitments frequently will be met
with reduced cooperation from the
airlines, which will impact the value
of discounts earned in future negotia-
tions. This will impact your company’s
credibility and ability to negotiate fa-
vorable rates in future negotiations.

3. Other discount options:

a. Most carriers have fixed meetings dis-
counts for a group of people flying to
the same destination, whether or not
they're starting at the same departure
point. Zone fares also may be available
for groups of travelers. Buyers should
assess group and meeting products
and the potential benefits of combin-
ing transient and meetings spending
for negotiating leverage.

b. Some airlines may offer back-end dis-
counts or incentive payments to elim-
inate the risk of providing an upfront
discount with no increase in share.
Ensure all back-end rebates and dis-
counts are guaranteed and commu-
nicate the benefits of any back-end




deals to corporate travelers.

4. Your discount might be dependent upon
your travel management company’s
override agreement. The travel man-
agement company might pass onto you
the production-based revenue it earns
from the airline on business booked
for your account. Override agreements
between airlines and travel manage-
ment companies typically are kept
confidential, however TMCs continue
to receive incentive compensation in
an effort to drive volume to particu-
lar airlines across their entire account
base. Be aware that these agreements
may not be in line with your preferred
airline mix. Your travel management
company is unlikely to give you a copy
of the override agreement, as airlines
generally insist such contract terms
remain confidential, but it’s possible to
learn the targets and the value of your
company’s contribution to the overall
override. Be wary of any conflicts of in-
terest before soliciting support during
airline negotiations from a travel man-
agement company.

5. Most U.S. domestic deals now are net
fare agreements. Base commissions
and overrides still exist in a dwindling
number of international markets.

. Agree onthe types and levels of international

discounts.

1. With domestic discounts minimized,
buyers are seeking savings on higher-
priced international flights.

2. Beware the pitfalls of dollar-based vol-
ume goals. Buyers have no control over
currency conversion fluctuations that
negatively impact such goals on inter-
national routes.

3. Especially through small business pro-
grams offered by airlines, international
discounts can be credits earned toward
travel.

4. Guaranteed upgrades can be obtained
in lieu of a special fare or productivity-
based free tickets. Capacity-controlled,
one-class upgrades now are prevalent
in specific markets. Make certain this
is not in conflict with travel policy since
upgrades with one airline may set a
precedent.

5. Multinational agreements may in-
clude different discounts in different
regions but also may provide a bonus
for overall multinational performance
and other umbrella incentives. Strive
for point-of-origin pricing rather than
point-of-sale pricing, so the same dis-
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counts are available regardless of the

country in which an airfare is booked.
6. If you strike a deal with an airline that

distributes your traffic to codesharing

foreign partners, ensure systems are

in place to guarantee the business is

credited to the contracted carrier.
Determine how the carrier provides access
to web-only fares and how they can be used
and counted within contracted programs.
Some carriers may have a preferred pay-
ment or lower-cost payment vehicle that
could impact airline flexibility.

. Setthe contract length.

1. Traditionally, deals negotiated be-
tween corporations and airlines extend
for two years, though corporations may
want to press for even longer agree-
ments. Most airline agreements in-
clude formal periodic reviews and exit
clauses, generally at 30 days’ notice.

2. Smaller corporations or companies that
are negotiating for the first time might
cut a deal for six months or establish
trial periods ahead of a longer deal.

3. Be aware that advancements have re-
sulted in increasingly frequent changes
that require ongoing active monitor-
ing of airline programs. Conducting an
RFP every two years can cause buyers
to miss out on spot-market opportuni-
ties during the contract term.

. Mind ethical considerations.

1. Carriers often will squelch deals if
they’'ve been used to set a target level
for negotiations with their competition.
Be careful: Word gets around about
such double-dealing, and you could be
precluded from discounts with carriers
in the future.

2. Keep the terms of your deals confiden-
tial. Most airline contracts are bound
by nondisclosure agreements that pro-
hibit the sharing of any information,
except for ticketing instructions to
your agency or airline-appointed data
processors. Carriers always retain the
right to terminate fare contracts unilat-
erally with 30 days’ notice.

V. MANAGE THE DEAL

A. Inform employees, emphasizing senior man-

agement support for the program.

1. Post your travel policy on a corporate
intranet page and use your online
booking tool and agency to reinforce
that policy and steer travelers to book
preferred carriers.

2. Consider sending a memo that reiter-

ates travel policy and encourages the
use of your preferred airline.

3. Consider holding employee training
seminars. Include in a presentation:

a. Potential savings on preferred airlines

b. Descriptions of any special programs to
encourage use of the carrier, including
monetary prizes, upgrades, advance
seat assignments, access to airport
lounges, extra frequent flyer mileage—
as agreed to by the airline—or perhaps
free trips not tied to a frequent flyer
program

c. Invite a representative of the airline
in to discuss potential problems, such
as the value of frequent flyer mileage
earned on other carriers.

. Ensure your travel management company

and its representatives are aware of the deal

and understand their role in implementing it.

1. Make sure that you and your supplier
partners understand which party is
responsible for fare loading and con-
sider regular audits to verify accuracy.
A meeting with your assigned travel
counselors also should be mandatory.

2. Define procedures for travelers, so that
they will book the preferred carrier.

3. Agree upon recourse if a travel agent
fails to book the preferred carrier or
mention its availability. Failure to book
the negotiated rate is a common error
when processing corporate accounts.

4. Specify what the travel management
company and online booking tool must
do when your corporate traveler re-
jects a flight on the preferred carrier.
For instance, the traveler’s refusal of
a contracted airfare might trigger the
production of an exception report that
is forwarded to the travel office and the
traveler’s supervisor.

5. Consider asking the travel manage-
ment company to publish the savings
achieved by accepting the preferred
airline booking on travelers’ itineraries.
This reinforces to travelers their im-
pact on cost-saving efforts. Conversely,
publish lost savings opportunities.

6.If your spend is of sufficient volume,
airlines will have your travel manage-
ment company contact their specialty
desk designed for major corporate ac-
counts. Through this channel, airlines
will consider matching prices on spe-
cific itineraries, enabling the corpora-
tion to save money while fulfilling its
volume commitment.

7. Ensure your travel management com-
pany does not have in place travel




counselor booking incentives that
conflict with company interests.

C. Monitor the deal through management re-

ports from your travel agency and airline,
both to assess the effectiveness of current
deal and to prepare for future negotiations.
Airlines use sophisticated tracking tools
to gauge corporate client performance so
they can amend or cancel the contract if
goals are not met. In many cases, the air-
line will provide the buyer with reports it re-
ceives from its third-party data aggregator
to monitor contract performance.

1. Watch corporate traveler compliance
with the agreement and consider de-
ploying incentives to ensure it. Pass
along management reports to depart-
ment heads to track performance.
Internal benchmarking, or measuring
compliance among departments or
lines of business, can serve as a pow-
erful travel management tool.

2. Keep track of whether your company
is booking flights at a pace that will
meet the agreed-upon marketshare
commitments. Keep in mind seasonal
travel patterns. What might look like
a shortfall or excess volume at one
point might end up being corrected
by year-end. Your travel agency may
have tools for managing multiple con-
tract goals at the point of sale.

3. Maintain an open line of communica-
tion with your travelers via corporate
intranets, e-mail and memos to hear
their opinions about whether the deal
is meeting their needs and whether
the airline is providing acceptable
service.

a. How aware are your business travel-
ers of your preferred airlines?

b. How is the airline program affecting
travelers’ job performance?

c. Do they have recommendations for
changing terms of the program or
seeking a new preferred carrier?

4. Maintain contacts with airline sales
representatives to develop long-term
relationships and to ensure the com-
pany and airline share a view of how
the agreement is being honored. Es-
tablish multiple contract performance
checkpoints throughout the course
of a contract. Ensure data from self-
booking systems and bookings made
through Internet travel management
companies are counted toward con-
tract performance.

5. Increasingly, large companies are us-
ing third parties to analyze contract
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performance and understand how
airline yield management affects pre-
ferred corporate deals.

6. Compile data from management re-
ports for use in negotiations at least
one month before the contract is set
to expire. Such data should include:

a. Average fare per negotiated route for
preferred and nonpreferred carriers

b. The amount of business directed to
the carrier before and currently

c. Reasons why the preferred carrier
was not used, such as travel agent er-
ror, employee refusal, the company’s
lowest-logical-fare policy or unavail-
ability of seats, perhaps due to a car-
rier decreasing the service that it pro-
vides in a particular market.

Consider hiring a third-party audit firm to
help monitor your travel management com-
pany’s performance in booking your corpo-
ration’s preferred carriers. This may prove
particularly helpful for a company with mul-
tiple agencies.

1. Have the auditor examine available
data, including the percentage of time
your agency offered the discount fares
when such discounts were applicable,
how frequently travelers accepted
them and why travelers declined to
accept them.

2. Determine whether the carrier im-
posed limits not in the contract on the
availability of discounted fares.

Renegotiate the deal, if desired. In most

cases, if a corporation has generated even

a small increase in marketshare for the

airline, it probably can get at least a one-

year renewal. If a company has exceeded
targets, or met them despite obstacles, it
should request a larger discount. Travel

buyers should regard the contract as a liv-

ing document. As travel patterns change,

amend goals and discount levels.

VI.
A

MISCELLANEQUS

Many carriers now charge economy pas-
sengersafeetochecktheirfirstand second
piecesofluggage.Airlineslargelyare unwill-
ingtonegotiate the elimination ofthose fees.
However, the fees are waived for holders
of frequent flyer elite status, which most
major carriers are willing to include as part
of a deal.

B. Upgrades

1. Many airlines award upgrades almost
exclusively to elite members of loyalty
programs. Some airlines offer instant
elite-level frequent flyer status, which
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can help frequent travelers transition
to a new preferred carrier. Airlines
more recently are providing upgrades
first to elite-level members who also
buy higher-priced fare types.

2. Upgrades are more of a benefit when
flying longer distances and can help
the company avoid higher interna-
tional business class fares.

3. Make sure travelers know if you have
a deal providing upgrades on a space-
available basis.

C. Airport lounge admissions
1. Some carriers offer free airport lounge

memberships in lieu of a discount.

2. Some provide a limited number of air-
port lounge admissions on request to
develop corporate loyalty.

3. Increasingly, airlines are offering re-
ciprocal airport lounge access for cus-
tomers of an allied carrier.

D. Membership in special services/VIP pro-
grams: Often, corporate deals offer ex-
ecutives special services. The number of
executives authorized to take advantage
generally is based on the corporation’s
spend. Carriers also may provide separate
airport checkin for some accounts.

E. Bulk purchase tickets: Some airlines offer
discounts on a bulk-purchase basis, which
requires an upfront payment.

F. Some carriers will consider prepayment at
fixed rates in certain citypairs and payment
on a cost-per-mile basis, perhaps with a
pay-at-use concept.

G. International safety: Consider investigating
an airline’s safety and security procedures,
or its airport facilities.

H. Customer service and complaints: Be sure
copies of all queries and complaints are
forwarded to your office. Consider on-time
performance, completion factors and other
service elements as integral aspects of a
preferred relationship. Some carriers and
third parties are able to track traveler com-
plaints, which can be powerful data.

I.  Regarding airport security hassles, consid-
er availability of checkin options, including
Internet checkin and airport self-service
kiosks, and such other timesaving services
as dedicated corporate checkin facilities.

J. The corporation is relieved of all airline
contract commitments during labor-related
work stoppages or slowdowns.

Steven  Mandelbaum, The Advisory
Board Co. managing director of informa-
tion systems; Prism Group vice president
Les Baker; and TRX Travel Analytics vice
president and general manager Dan Pir-
nat provided assistance. m
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Setting Up A Corporate Hotel Program

BY MICHAEL B. BAKER

otel programs generally are the second-largest component of a travel program, be-
hind air, and with the wide variety of brands, companies and independent properties
spread across the globe, it can be one of the most difficult categories to tame.
For many travel buyers, putting together a year's hotel program begins right after
the final Ts are crossed on the previous year's program. Managing a hotel program
involves more than just setting rates with hotels. Buyers also must make sure that travelers are
booking preferred properties to meet volume requirements, that travelers are getting negotiated
rates from partner hotels and that corporate negotiated rates remain competitive with current
market conditions.

Having faced dwindling occupancies and rates for the past year and a half, hotels currently are
more amenable than they have been in years past to corporate negotiations, even some luxury
properties that historically have held much harder lines on rates and conditions. Buyers are best
poised to take advantage of this market when armed with strong data and a strategy that prom-
ises hotels an attractive marketshare in exchange for their concessions.

The following steps will help buyers begin negotiations fully prepared, make deals that best
benefit their program and travelers and foster long-term relationships to make the process easier
down the road.

1 PREPARING FOR

NEGOTIATIONS

2NEGOTIATION TOOLS |. PREPARING FOR NEGOTIATIONS

A. Gathering data: Hotel sales managers will ex-

that you intend to include in the program
b. An indication of whether this number re-

3WHAT TO NEGOTIATE

4COI\/II\/IUN|CATING
AND MAINTAINING THE
PROGRAM

pect business travel buyers to be able to justify
projected room night volumes before sitting
down at the negotiating table. Buyers should
approach negotiations armed with as much
validated historical information available to
show the company’s specific travel patterns,
hotel room nights, meeting space requirements
and meetings-related spending, including food
and beverage and necessary equipment.

1. Tap the following sources to maximize
data gathering:

a. Travelagency reports and online book-
ing tool reports for both hotel and air

b. Credit card reports: Mandate usage of
the corporate card, if possible, and consid-
er an electronic expense reporting system
to download data automatically so travelers
more easily can fill out expense reports.

c. Expense reporting and/or accounting
records: Work with hotels and corporate
card vendors to see if your program might
benefit from electronic folio.

d. Production reports from past hotel
usage

e. Meeting registration lists

2. Travel buyers should provide the ad-
dresses of the company’s offices in each
city so they can be mapped. Specific in-
formation about your company’s travel
program will be mutually beneficial for po-
tential hotel partners to have. For example,
you could provide:

a. The number of hotels in a given city

flects a consolidation of properties in the
past few years

c. Cities visited at least once a month, in-
cluding the number of booked room
nights from your consolidated volume
reports

d. The number of travelers that visit each
city monthly or annually, determined by
airline data

e. An overall indication of the corporate
travel policy, any recent changes and
traveler adherence

f. The per diem your company allows, if
your travel policy is structured in that
manner

g. The number or percentage of hotels in
each price tier—budget, economy, mid-
price with food and beverage, midprice
without food and beverage, extended
stay, upscale, upper upscale and de-
luxe—used in each city

h. A breakdown of hotels used in each city
by location, including downtown and air-
port properties

i. Average length of stay in various cities
and at various types of properties

j. Seasonality of business and typical day
of week usage

k. Information on past use of and prefer-
ence for hotel services and amenities, as
well as any forthcoming policy changes
that would affect their use

1. Changes in the corporate structure, such




as acquisitions or staff changes, that
could affect hotel usage
m. Meetings and incentive trip data.

You could provide details including

the following;:

i. Number of scheduled and potential
meetings, incentive programs and
trade shows held. Provide separate
data for annual meetings—includ-
ing board of directors, customer,
incentive, sales and shareholder
meetings—versus spur-of-the-
moment, offsite staff meetings less
likely to be regularly scheduled.

ii. Mandates built into the travel pol-
icy that require meeting attendees
to book rooms reserved as part of a
negotiated room block to minimize
attrition

iii. Meeting types and lengths

iv. Number of employees or custom-
ers attending the meetings

v. Cities used

vi. Types of hotels used

vii. Arrival/departure patterns

viii. Type of food and beverage service
provided, including private dinners
and banquets

ix. Use of audiovisual, videoconfer-
encing, high-speed Internet and
audience-response systems

B. Survey or solicit recommendations from

senior managers, meeting planners, travel
agents, travelers, travel arrangers and co-
ordinators at your company’s local offices
to supplement your actual data reporting.
. Evaluating hotel types: Depending on the
number of travelers, the locations they visit
and the frequency and purpose of those
trips, buyers may prefer to deal with a mix
of large, convention-style hotels and small-
er, more intimate boutique properties. Ne-
gotiating chainwide deals with large, mul-
tibrand companies might make the most
sense, or buyers might opt to work primar-
ily with independently owned and managed
properties. Buyers should include extend-
ed stay hotels, which are designed for con-
sultants, trainees and trainers who need a
place to stay for more than five nights.
1. Hotel chains
a. Negotiating a chainwide deal might
allow you to leverage your travel vol-
ume to the optimum advantage, es-
pecially if many of those nights are
booked in second- or third-tier cities,
where the volume of business travel
is less than in key cities. This strategy
might supplement your preferred ho-
tel program.
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b. On a case-by-case basis, it may be ef-
ficient and cost-effective to negotiate
with one national account sales man-
ager, thereby establishing a single
point of contact with the hotel com-
pany, rather than negotiating with
multiple sales managers at various
hotels. However, corporate clients
may have to qualify with hotel chains
to receive national representation.

c. By working with a multibrand hotel
company or companies, you are able
to include hotels at different price
points in a single negotiation. While
travel buyers traditionally gravitated
to upscale, upper upscale or even

deluxe hotels to house their travel-
ers on the road, the playing field has
changed in recent years as midprice
brands have raised their standards to
the point where their offerings and
service levels are acceptable to many
business travelers.

i. The value created through free
breakfast, free high-speed Internet
and free parking makes these loca-
tions more attractive.

ii. As corporations increasingly move
out of city-center locations to the
suburbs, the most conveniently sit-
uated and newer hotels most likely
are midprice. In the midprice tier,
hotel companies offer two options:
midprice with food and beverage
and midprice offerings that do
not include meals beyond a buffet
breakfast, which typically is free to
guests.

d.Not all multibrand hotel companies
have the same range of brands. In

fact, some companies essentially are
franchise operations in which the
brands are concentrated in the mid-
price and economy categories. Other
hotel companies, meanwhile, offer a
broader range of options from deluxe
to low-cost hotels.

e. Chainwide deals frequently are dy-
namically priced, with an established
percentage off best available rates.
Some chains will offer a combination
of both fixed rate pricing for high-vol-
ume cities and a percentage off for all
other locations. This may be depen-
dent on overall company spend and
room night volume with the chain.

f. When working with hotels outside
the United States, even though de-
mand might be for fewer room nights
in a given international location than
in key U.S. cities, the more modest
number of rooms might not neces-
sarily translate into less negotiating
leverage. Given how local markets op-
erate, hotels may welcome even rela-
tively small volumes of business.

g. Buyers who manage small or midsize
programs and have worked mostly
with independent properties might
have more of an opportunity this
year to do business with multibrand
chains.

2. Individual hotels

a. Discounts obtained through volume-
based negotiations can be greater
when dealing with individual hotels
directly than when negotiating chain-
wide rate concessions.

b. Hotel chains typically exert the most
influence over the properties that
they own and manage. By contrast,
they exert less influence over room
rates at properties that either are
managed by others or are franchises.
Regardless, once national or global
sales managers at the hotel chain
have your request for proposal, they
will work with their appropriate coun-
terparts at each property to make
pricing decisions.

c. Depending on the travel patterns of
your travelers, a hotel program for a
city can consist of just one preferred
hotel or as many as a half-dozen. Nor-
mally, the best rates are achieved by
limiting the number of properties per
city in a program.

d. Some buyers have built relationships
with property sales managers that
may help in cases in which special
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consideration is needed.

D. Creating a solicitation bid list
1. Chain hotels
a. Make sure that the hotel chains you

select have properties in most, if not

all, of the key destinations your busi-

ness travelers visit, including interna-
tional locations.

i. Ensure regional chains’ distribu-
tion is not too limited to suit your
needs.

ii. Start by assessing chain represen-
tation in your highest-volume des-
tinations, then move into lower-vol-
ume destinations in declining order
of demand.

iii. Ensure that the hotel chains offer
the range of brand categories that
best meet your travelers’ needs.

b. Properties in close proximity to the

traveler’s final destination should be
considered. At the same time, howev-
er, there may be extenuating circum-
stances, including safety concerns,
which would dictate including a prop-
erty that is not in closest proximity to
the traveler’s destination.

i. An airport property might make the
most sense, for example, because
of the easy access it provides in and
out of a destination.

i. However, if your travelers tend to
rent cars, the difference between a
hotel that is five minutes from their
business appointments and one that
is a 10-minute drive away might not
be significant. In fact, you may get
better value by choosing a hotel
that is only slightly farther away,
such as in a suburban location.

. In some cases, it might be wise to
choose a range of properties in each
high-volume destination: downtown,
a suburban location and a site near
the airport. Today, multibrand hotel
companies tend to think of such gate-
way cities as New York, Los Angeles,
Boston and Chicago as a series of
submarkets, and they have multiple
properties in each of them.

i. Deluxe and upper upscale proper-
ties tend to be concentrated in the
central business district downtown,
while midprice, economy and ex-
tended stay properties frequently
are in the suburbs, along highways
or in office park locations.

ii. This pattern is changing to some
degree, however, as more midprice
brands have opened properties in

downtown settings.

d. Buyers primarily want to be sure to

select properties located where it
makes the most sense for their trav-
elers. Otherwise, travelers have more
reason to book elsewhere and compli-
ance with travel policy becomes an
even greater issue.

. Individual/independent hotels
. Approach hotels that are:

i. In safe areas and located in close
proximity to sites travelers visit in
key destinations, especially corpo-
rate and division offices

ii. Willing to offer pricing and services
in line with your budget

iii. Frequently used by travelers and
meeting planners. In a given city,
any of these factors may be more
important than others, depending
on whether your corporate culture
is oriented more toward savings,
traveler convenience, productiv-
ity or safety. The level of policy
strength that senior management is
willing to support also may be a fac-
tor in developing strategy.

b. A solicitation list should include prop-

erties already familiar with the com-
pany’s travel patterns. Start by exam-
ining data on those properties in each

market that your travelers already are
booking.

c. Before agreeing to a preferred rela-
tionship with a hotel, be sure travel-
ers realistically will use the hotel for
a reasonable number of annual room
nights. A strong, enforced travel pol-
icy will help make compliance less of
an issue.

d. If your company has the capability to
shift marketshare, consider soliciting
or accepting unsolicited bids in the
next year’s bidding process from ho-
tels used by travelers when they book
outside of policy. These chains or in-
dividual properties may turn out to be
the best fit for your program, based
on both rate and location, consider-
ing that travelers have opted to stay
there on their own initiative.

E. Establish key contacts: After identifying
individual hotels and chains for program
consideration, contact the right people to
get the negotiations started. In the typical
hotel, unless there is a corporate transient
specialist, identify the sales manager or
director who has the authority to negoti-
ate rates. Pre-RFP, e-mail the contacts to
confirm the contact name and e-mail ad-
dress for the hotel. These hoteliers could
include:
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1. The hotel’s national sales office and
general sales office staff

2. Property-level sales directors or hotel
managers

3. General managers or hotel owners

4. Regional director of sales

Il. NEGOTIATION TOOLS

A.RFPs

1. When gathering information, consid-
er using as a guideline the standard
request for proposal format that has
been developed by the hotel commit-
tee of the National Business Travel
Association or another RFP format
that is widely accepted.

a. NBTA’s modular RFP has been up-
dated to support dynamic pricing re-
quests, changing the pricing matrix to
set rate ceilings and the percent dis-
count taken from best available and
corporate rates.

b.NBTA’s RFP addresses the needs
of the physically challenged, asking
such questions as the availability of
handicapped parking.

c. NBTA’s RFP addresses such environ-
mental issues as hotel carbon-offset
programs, environmental certifica-
tion programs, recycling and water
conservation initiatives and the com-
munication of such programs to hotel
guests. The presence of environmen-
tal questions in requests for propos-
als is growing, although in the United
States some buyers use them for
informational rather than decision-
making purposes.

2.Several vendors also provide elec-
tronic requests for proposals, which
have become more prevalent as ho-
tels become more accommodating of
the technology.

a. Third-party hotel representation
firms have evolved to provide this
technology on behalf of buyers and
hotel clients.

b.Many hotels already have entered
electronic versions of these forms
into their computer databases so they
can quickly respond to travel buyers’
inquiries.

c. Electronic requests for proposals use
the Internet for faster processing, but
the information still often is sent via
e-mail.

d.Some travel buyers using the elec-
tronic process warn against placing
too much confidence in the electronic
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signature of a hotel representative
and recommend requiring a hand-
written signature to accompany the
deal closing.

e. While the electronic process is wide-
spread, many buyers, particularly
those with small or midsize programs,
still submit requests for proposal
forms on paper.

f. Historically, international hotel com-
panies had a harder time responding
torequests forproposals electronically
than did U.S.-based hotel companies.
The gap has narrowed considerably in
the past few years as Asian and Latin
American hotels in particular have fo-
cused more attention on responding
to requests for proposals accurately
and in a timely fashion. Many of the
obstacles are due to language difficul-
ties and the fact that dates, telephone
numbers and other details are re-
corded differently in those cultures.
Electronic requests for proposals can
offer hoteliers options to select the
date format for ease of use.

3. For buyers for programs with many
international hotels, confirm with
sales contacts that they have the nec-
essary expertise in-house to complete
requests for proposals or are prepared
to bring in outside support.

. Agency consulting solutions

1 Travel management companies may
have a department that specializes in
developing corporate hotel programs
for a fee.

2. There are also a variety of consulting
firms that specialize in managing the
hotel request-for-proposals process
for corporations. Many of these firms
have begun offering rate-loading au-
dit programs as well.

a. In these cases, a request for proposals
provider will provide scrubbed data
to a company that specializes in rate
auditing. Such scrubbed data ensures
that all the numbers and codes pro-
vided by the property are complete
and accurate.

b. Each hotel has a different code for
each global distribution system and
the correct rate will not be loaded if
the appropriate global distribution
system code is either missing or in-
correct.

c. Consider whether it is more efficient
and cost-effective for your company
to outsource this process than to do it
in-house. This may entail conducting

a request for proposals of sorts for an
outside RFP provider.

d. Charges vary widely for the service,
depending on the number of cities
in the hotel program, whether it is
strictly domestic or a combination of
domestic and international and the
number of hotels in each city being
solicited and accepted. Additional
services offered might include hotel
program performance and program
optimization reporting. Buyers should
seek recommendations and referrals
from colleagues who manage like-size
programs when selecting the most
appropriate third-party request-for-
proposals provider.

C. Online reverse auctions: In an online re-

verse auction, select hotels in a market are
invited to bid down prices for a corporate
account. Buyers reported the technology
saved time in the rate renegotiation phase
but, in terms of information gathering, it is
as time-consuming as any other form of
RFP mechanism.

. Consider using a “letter of agreement”

with individual hotels and chainwide ho-
tel companies. This letter should include
rate information and address any specific
requirements requested by a company.
Letters of agreement are concise, much
less time-consuming and costly than the
requests-for-proposals process and gen-
erally are better received by hotel proper-
ties and companies in the negotiation and
contract process.

l1I. WHAT TO NEGOTIATE

A. Room rates

1. For many companies, an effective
solution to building a hotel program
is to supplement negotiated rates in
top-volume destinations with agency-
negotiated rates available through
travel management companies.

a. Agency-negotiated hotel rates, also
known as consortia rates, may be ap-
propriate for the multitude of destina-
tions where the company consumes
a relatively small number of room
nights.

b.Most hotel companies today offer
agency-negotiated pricing that is the
same as the best available rate of the
day, versus the historical fixed-rate
model. Based on market conditions,
rates in this model can fluctuate as
often as daily.

2. Identify cities among your top 25




destinations with lower occupan-
cies, average daily rates and revenue
per available room than the national
norms. For those, you may want to
make a special effort to negotiate lo-
cally rather than with a national ac-
count manager for a chainwide deal.
The need of the local properties to
lock in corporate bookings likely will
be greater and, therefore, so will your
negotiating leverage.

3.New hotels generally offer good
value. They especially are eager to
lock in corporate business, precisely
because they are an untried entity.
Consequently, there is a strong likeli-
hood they will offer below-market in-
troductory rates. Stay apprised of any
new hotel openings in your key cities,
then request proposed rates from the
property-based sales team. Remem-
ber that the hotels’ location and ame-
nity profile still have to be acceptable
to your travelers or they will resist the
change and that it can take a while for
a new hotel to work out the kinks in
its operations. Also, be wary of rate
increases in the second year. You
might have to switch hotels and end
up with dissatisfied travelers.

4. The trend among hotels has been to-
ward noncommissionable or net rates,
which usually are 5 percent to 10
percent lower than commissionable
rates and incur lower taxes. However,
airline and car rental segments have
gone to zero commission in the past
several years, and many observers an-
ticipate that hotel room rate commis-
sions will come under scrutiny next.
Regardless, before switching to non-
commissionable rates, consider:

a.If you go with net rates—on which
most deals are based, unless travel
management company or consortia
rates are used—you might need to
renegotiate your travel management
company agreement. Clarify this with
your travel management company in
advance to get a clear understanding
of whether its pricing structure will
change if you implement noncommis-
sionable rates.

b. Net rates also can impact company
revenue, if the company is receiving
all commissions from the travel man-
agement company and paying a trans-
action fee.

c. Hotels may offer a discount deeper
than the 10 percent commission they
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save because they avoid commission
payment processing and tracking
costs.

d. Discuss other options being made
possible by direct links between ho-
tel reservation systems and corporate
intranets, through the Pegasus Elec-
tronic Distribution Switch or Inter-
net home pages. Hotels are directly
connecting to automated booking
systems and corporate intranet sites
to cut cost, deliver volume and offer
marketing opportunities. However,
be cautious with these booking meth-
ods, as they could dilute your overall
hotel reporting and traveler location
tracking capabilities.

5. Confirm that the independent hotels
or chains with which you are work-
ing make their negotiated rates avail-
able through global distribution sys-
tems. When your travelers and travel
agents can access negotiated rates
through global distribution system:s,
it improves the likelihood that your
travelers will be able to book such
rates through the proper channels
and provides for more accurate data
tracking.

B. Amenities that will be included as part of

the corporate rate. Midprice properties of-
ten include many as a part of the standard
rate, but consider negotiating for:

1. High-speed Internet access

2. Suites and business-class rooms

3. Restaurants, bars, mini-bars and room
service

4. Meeting rooms

5. Health clubs

6. Business centers

7. Garage and/or valet parking

8. Non-smoking rooms; some hotels
have property-wide smoking bans

9. Green initiatives

10. Loyalty program restrictions and
requirements

11. Breakfast

12. Free local phone calls and waived
surcharges for toll-free calls

C. Taxes/surcharges: For budgeting purposes,

factor in hotel occupancy taxes and addi-
tional city and state taxes or fees and any
surcharges. Many municipalities in recent
years have enacted significant “bed taxes”
to pay for infrastructure improvements,
which dramatically increase hotel costs.
Surcharges, usually assessed at a flat rate
instead of a percentage, add further costs.
Travel buyers can move group bookings to
destinations where the tax bite is lower.
Negotiating noncommissionable room
rates also can save on total taxes paid.

D. Web rates: While discount web rates avail-

able on some Internet third-party sites
initially were intended for leisure travel,
business travelers have used these sites
as well, searching for bargains. It is impor-
tant to understand, however, that many of
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the web rates may include significant user
rules or restrictions.
1. The most onerous restriction, given

year rates, though a down economy
increases their willingness to do so.
4. A list of the chain’s participating ho-

toward fulfilling the volume projec-
tion the company made during ne-
gotiations. The negotiated room rate

the last-minute itinerary changes
often affecting business travel, lim-
its travelers’ ability to cancel or
postpone reservations. Hotel reser-
vations are prepaid, so buyers and
travelers can get stuck being billed
for a hotel room that went unused.
Also, the company loses the tracking
of the room night, lessening leverage
in future negotiations.

2. Regardless of whether your compa-
ny’s travel policy restricts the book-
ing of these discount rates, buyers
should benchmark the rates available
online for midweek travel in order to
get a true sense of market pricing. If
negotiated rates are consistently un-
dercut by web-only rates, the cred-
ibility of a hotel program for corpo-
rate travelers can be undermined.

E. Strategies and terms to address
1. The volume to be directed to the

hotels. Agreements often do not
spell this out. When guarantees are
requested from a hotel, first negoti-
ate to set volume goals rather than
guarantees. This is why buyers refer
to volume projections rather than
commitments of any kind. Avoid
volume guarantees unless the dis-
count is significant enough to justify
the one and the commitment can be
met. If a guarantee is agreed upon,
ensure a thorough understanding of
how room nights will be tracked and
reported. The hotel’s recourse, if the
client fails to perform to its satisfac-
tion, is to reevaluate the negotiated
rates, based on actual room night
usage, and possibly not renew the
arrangement. In some contractual
arrangements, if a company fails to
meet its room night goal, a hotel may
be able to collect the dollar amount
equal to the total room rate for the
unused rooms.

.If you hold many offsite meetings,
leverage meetings volume with tran-
sient travel.

. Historically, hotel agreements lasted
for at least one year, but some buy-
ers employ a multiyear strategy.
Buyers should be cautious with this
approach to ensure that a two-year
rate is not inflated to account for
the unknown rate of increase in year
two. Many hotels will not offer multi-

tels and the daily room rates each
will offer

5. A guarantee that the agreed-upon

room rate will remain in effect for 12
months

6.If the hotel is willing to include a

last-room availability clause, mutu-
ally agree on its definition. Few ho-
tels define last-room availability as
run-of-the-house, meaning any room
available in the hotel, which would
include suites and concierge floor
rooms. Hotels often charge a pre-
mium during a seller’s market, but in
down cycles buyers should be able
to get it at no additional charge. In
case a hotel asks for a premium, you
should request in the RFP process
to receive both rates with and with-
out last-room availability so you can
make the proper decision.

7. How reservations will be made for

each hotel through a travel manage-
ment company, a corporate travel
department, online booking system,
online-originating agency and the
method of payment for the rooms
will be paid for, including corporate
card. Requiring travelers to get the
rate through the corporate booking
tool drives compliance and assures
that only approved company travel-
ers are accessing the rate. As book-
ing on hotel websites grows in popu-
larity, see if technology is in place
that will allow you to receive credit
for these stays toward your volume
projections.

8. A corporate identification number

may be needed by each traveler to
make reservations.

. More likely, the hotel will have the

rate recorded by company name if
the traveler books direct or walks
in. Most travelers, however, book
through the designated travel man-
agement company, and the corpo-
rate booking code is included in the
global distribution system.

b. As a backup, be sure travelers know

what the negotiated rate or discount
percentage is and that they should
request it. Travelers should be care-
ful to identify their company when
making the reservation and at check-
in to ensure they get the negotiated
room rate and so their stay counts

should be included in the corporate
online booking tool or global distri-
bution system.

. Similarly, travelers should know

what value-added amenities, if any,
have been negotiated on their behalf,
so they can avoid paying for services
to which they are entitled on a com-
plimentary basis.

9. Consider setting standards for the

types of safety and security systems
your company expects preferred ho-
tels in the program to have in place.
Considering the company’s potential
liability should a traveler be injured
or become the victim of a terrorist in-
cident, it may be advisable to review
all appropriate safety and security
concerns with your corporate coun-
sel in advance of finalizing any hotel
agreements. Safety is one of the best
reasons to mandate the booking of all
hotel rooms through the corporate
travel agency. Complete passenger
name records are pushed to travel
risk management companies so that
travelers can be tracked for both air-
line and hotel use.

10. Minimum discount off corporate or

consortia rate

11. Enrollment in the hotel’s frequent

guest program or an upgrade pro-
gram for VIP travelers

12. An indication of when preferred

rates will be loaded in global distri-
bution systems and when hotels that
weren’t accepted into the program
will be pulled out of the global dis-
tribution systems. Understand what
steps will be taken if the rates are
not loaded by that date or if non-pre-
ferred hotel rates are not removed by
a given date.

a. Responsibility for rate loading may

be at the national chain level or the
local property level.

b. Also, promise when decisions will be

made by the company for the RFP
process so that your vendors will
have ample time to load rates prior to
the beginning of the booking cycle.
Allow for additional time or a cush-
ion period to protect against delays
in the decision-making process.

13. Having the negotiated rate avail-

able through the hotel chain’s toll-
free reservation number or website




14. Cancellation policy

15. Corporate meeting rates

16. Early departure fees

17. A statement on the mandates in-
cluded in the hotel policy and how
compliance is enforced

18. Special weekend and/or holiday
rates that employees can use for their
personal leisure travel

19. A clarification of whether the cor-
porate rate will be extended to in-
clude consultants, job applicants and
other guests. This can be difficult in
times of high occupancy and low sup-
ply when allowing these travelers ac-
cess to the corporate rate can limit
availability of rooms for company
travelers, while not necessarily help-
ing the company bottom line. Corpo-
rate travel managers can also allow
the hotel companies to charge differ-
ent rates for their vendors and other
travelers, saving the discounted rates
for their company’s travelers.

20. A timetable, should the hotel an-
ticipate undertaking major renova-
tions or remodeling during the period
of the agreement. Such projects can
become disruptive or inconvenient.
Include your potential recourse for
disruptive or unavailable rooms.

IV. COMMUNICATING AND
MAINTAINING THE PROGRAM

Putting together a series of hotel agree-
ments is the first step toward a successful
program. The key is to build relationships
that will last into the future. Once you have
notified hotels that you have accepted or
declined their offer and have signed agree-
ments in hand, the next phase of program
management begins: auditing approved
rates to make sure they are loaded properly

SETTING UP A CORPORATE HOTEL PROGRAM

and monitoring traveler compliance.

A. Negotiating is most effective when the re-
lationship is respected and the outcome is
mutually beneficial. In a stronger market,
the value of a more mandated, controlled
program increases. The program needs to
have some teeth to be successful in any
economic climate. This applies to dramatic
changes when it is important to remain loy-
al to preferred hotels even as nonpreferred
hotels are offering lower rates. Help hotels
build their business in return for rate con-
cessions. Ways to strengthen negotiating
clout include agreeing to help market the
preferred hotels to employees.

1. Post the preferred hotel directory on
the company intranet. Hotels may
welcome an opportunity to advertise
on your site or link to theirs, so travel-
ers can see pictures of properties and
meeting facilities, enrollment forms
for frequent traveler programs and
driving directions to the properties.
Be sure the directory indicates avail-
able value-added amenities at each
hotel. Proximity to company office,
when available, should be included.

2.Look at ways to leverage property
rankings in the hotel directory or on-
line booking tool.

3. Distribute brochures from hotels to
employees and meeting planners.

4. Allow hotel representatives to make
periodic presentations to groups of
travelers and meeting planners.

5.If your company allows, offer to in-
clude news on hotel promotions, lei-
sure destinations and vacation pack-
ages in ticket inserts, newsletters,
e-mails or on the corporate intranet.

6. Company travel departments or trav-
el management companies should
direct business to hotel properties,
adjusting as necessary, to ensure that
contractually promised room night
numbers are reached within the con-
tract period.

B. Early in the agreement period, buyers will
want to conduct a rate audit to ensure the
correct negotiated rates can be accessed
in the global distribution systems.

1. Rate-loading issues have prompted
some buyers to audit rates on a quar-
terly or even monthly basis.

2.The agent performing the audit
should confirm the ability to book
every negotiated rate, including sea-
sonal rates, at the preferred hotels in
each global distribution system used
by the travel management company.

Upon uncovering inaccuracies, it is
incumbent on buyers to follow up
with the offending hotels to have er-
rors or omissions corrected. Conduct
successive audits to confirm that the
situation is rectified.

3. Hotel chains or individual properties
that fail repeated audits should be giv-
en a deadline to resolve the problem
or be removed from the program.

C. Many hotels have viewed the prospect of
being removed from a hotel program be-
cause of rate-loading inequities as more
of a threat than a reality. Buyers easily can
reach an impasse as hotels neglect to ad-
just the rate loaded into the global distribu-
tion system and travelers continue to book
the inaccurate rates that remain in the
system. Even errors uncovered in a Janu-
ary audit can take months to correct. Much
of a buyer's leverage depends on the size
of the travel program in question and the
importance to the hotel of this particular
piece of business.

D. Establish a calendar—quarterly is recom-
mended—that sets appointments with ho-
tel sales representatives to review terms
of the contractual agreement so that each
party upholds its end of the deal. If time
constraints prevent quarterly appoint-
ments, meeting with hotel representatives
once each year should suffice.

E. Solicit feedback on preferred hotels
through questionnaires, comment cards or
surveys via e-mail or intranet sites. Share
feedback with property management.

F. During the time period in the contractual
agreement, if the hotel is benefiting from
greater room night volume than anticipat-
ed, discuss with the property sales man-
ager the possibility of a more attractive
rate when the agreement comes up for re-
negotiation. In current market conditions,
renegotiating midyear with hotels has been
successful in many markets. Similarly, if
room night production is much lower than
projected, hotels may seek to renegotiate
in the other direction.

Carlos Alemendros, senior manager of
processes and technology for Cisco Sys-
tems; Sherie Hermann, global project
manager for Carlson Wagonlit Travel
Hotel Solutions and the CWT Hotel Solu-
ttons Group;, Ommni Hotels corporate di-
rector of business travel Tracie Houston
Amend and divector of industry travel
sales and marketing Colleen Kempf; and
Kevin Maguire, University of Texas man-
ager of travel for intercollegiate athletics,
provided assistance. m
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Working With Chauffeured Providers

BY CHRIS DAVIS

ile chauffeured transportation travel expenses have proven in the past 18
months to be too inviting a target for senior executives desperate to cur travel
costs or skittish about perceptions of extravagance not to gut, car services, if
managed effectively, can be an important, justifiable and cost-effective compo-
nent of a corporate travel program.

Most senior executives with any understanding of risk management see the value in allow-
ing their business travelers to arrive at their hotels without needing to navigate streets in an
unfamiliar city in a rental car or decipher public transportation options, especially late at night
after a long flight.

To be certain, demand for chauffeured services has dropped, and significant negotiating op-
portunities abound for buyers as small and large providers alike offer deals not only on limou-
sines, but also on other vehicles like black cars and luxury sport utility vehicles that might seem
to executives a less extravagant option. Those types of vehicles also mesh with new corporate
travel policy directives that require at least two travelers per car when possible, enabled by
technology that manages travelers' ground transportation needs.

Meanwhile, one aspect of chauffeured transportation is becoming costlier: gas prices, which
have been on the rise for several months, a trend unlikely to change anytime soon due to the
springtime oil-spill disaster in the Gulf of Mexico. Chauffeured suppliers generally have kept
their surcharge formulas in place, in some cases percentages based on the price of gas listed
by the U.S. Department of Energy, in others a percentage of the cost of the transaction.

The following are key points for chauffeured transportation company negotiations.

1 GATHERING DATA
ZSETFING STRATEGY

3PREP/—\RING AN RFP

end—and add individual expenditures.
2. Locations: Include frequent destina-
tions, company offices and international
locations for a global agreement.
3. Special billing needs: Include the types
of reports needed, cost center or case
number data and whether to use direct

|. GATHERING DATA

Because the dollars spent on car service of-
ten are more difficult to quantify than in other
travel segments, present as much data as pos-
sible to potential vendors.

A. Sources of data: Obtain usage statistics from

4NEGOTIATING AND
EVALUATING ABID
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one or more industry sources.

1. Travel agencies can provide an estimate
of car service usage by counting air
segments booked without a rental car.
However, this also would include travel-
ers using personal cars or public trans-
portation, not just car service.

2. Credit card vendors can provide the
total charged on the corporate card for
car services by using merchant service
codes. However, some vendors lump car
services in with car rentals and taxis.

3. Car service companies can provide data
on actual spend for the prior year.

4.The corporate accounting department
may be able to provide the percentage
of travel and entertainment expenses
that are spent on taxis, parking reim-
bursement and car services.

. Types of data: Gather as much information as

possible on overall use, including locations

with high volume.

1. Total volume: Gather total car seg-
ments—a typical trip contains four seg-
ments, to and from the airport at each

bill versus credit card billing.

4. Average length of trips and use of flat
versus hourly rates

5. Types of vehicles: sedans, limos, mini-
vans or buses

6. Vehicle use by individuals and groups

7. Special events requiring car services

8. Service requirements, such as in-car
mobile phone, wireless Internet access,
newspaper or other amenities, driver
requests, vehicle type, car color, alli-
ances with air or hotel loyalty programs

9.Method of making reservations: by
phone, global distribution system, third-
party or vendor website or direct link
with vendor. If by global distribution
system, are transactions confirmed in-
stantaneously?

a. Different vendors have different types
of interfaces with global distribution
systems.

b. Similarly, are online bookings confirmed
by e-mail or in real time? Can the com-
pany set up a client-specific website to
enable travelers to book directly? Can it




track these bookings?

10. Car rental supplier partnerships

C. Arrange an onsite visit, ideally at a location
where your volume is highest during peak
hours, to check the availability of cars, level
of maintenance, types of technology being
used and professionalism of dispatchers
and drivers. Consider setting up a pilot ar-
rangement with the vendor over a limited
period of time to test service and perfor-
mance, including the billing mechanism
and problem-resolution process. Large
suppliers may have local representatives
to assist.

Il. SETTING STRATEGY

Analyze patterns of traveler usage of sedan
and limousine services in consideration of
one of the following typical arrangements.
A. Exclusive nationwide or global agreement
with one vendor, using corporate-owned
locations, licensees and affiliates
B. One nationwide agreement with a primary
supplier, supplemented by agreements
with local vendors
C. Agreements with two or more vendors at
a location, creating competition that could
result in better service

[1l. PREPARING AN RFP

Weigh your priorities and create a request
for proposals that details your requirements.
Keep the RFP simple to make analysis more
efficient, and note that suppliers may not
respond to RF'Ps focused too heavily on rate
alone. Allocate a proper amount of time for
vendors to provide a meaningful response.
Consider including;:
A. Provider profile and background

1. How long has the firm operated?

2. How many locations does it own?

3.How many affiliates, licensees or
franchisees does the firm have?

a. How often does the firm call anoth-
er company to handle reservations
when it doesn’t have enough cars?

b. How are affiliates selected and qual-
ity standards maintained by the cor-
porate office at these locations?

c. Does the company require the same
licensing, training, security checks,
and drug testing for drivers at its af-
filiated or licensee locations?

d.What is the resolution process for
problems with affiliates?

B. Fleet information

1. What is the size of the active fleet
and breakdown of types of vehicles?

2. What are the primary makes and

models of vehicles?

3. What is the average and maximum
age of cars in the fleet and average
and maximum mileage? At what
point are cars retired from the fleet?

4. Describe the company’s maintenance
program, including frequency of in-
spections, washings and maintenance
and whether an audit of inspection
reports is permitted.

5. Are cars equipped with maps, global
positioning systems and emergency
road service systems?

6. Are stretch vehicles certified?

7. Are hybrid or alternative-fuel vehi-
cles available?

C. Driver information

1. Describe the hiring of chauffeurs. Are
background and security checks and
drug and alcohol tests performed?

2. What are the driver training and safe-
ty requirements? Are chauffeurs are
tested upon completion with a writ-
ten or road test? Do chauffeurs par-
ticipate in a certification program? If
S0, is the program administered by a
third party?

3. Does the company review licensing
reports regarding their chauffeurs to
assess any violations?

4. Are chauffeurs licensed under a local
jurisdiction?

5. Are chauffeurs employees or inde-
pendent contractors? Are indepen-
dent contractors allowed to sublease
their cars to others?

6. Are chauffeurs allowed to work dou-
ble shifts?

7. Are chauffeurs required to be fluent

in English, or in the language of the
country where service is offered? Are
some fluent in other languages?

8.In how many reportable accidents
were chauffeurs involved last year?

9. What is the average tenure of chauf-
feurs and turnover rate?

10. What disciplinary action is in place
for driver offenses?

11. Are armed driver services offered?

D. Insurance requirements

1. What levels of insurance does the
company have?

2. What is the name and address of the
principal insurance carrier? Ask for a
copy of the certificate of insurance.

3. Work with your company’s risk de-
partment to determine level of cov-
erage needed.

4. Request copies of the company’s in-
surance certification, including;:

a. Automobile, including owned,
non-owned and hired vehicles

b. Commercial/general liability

c. Statutory worker’s compensation

d. Umbrella liability

5. What is the minimum insurance re-
quirement for chauffeurs? Are they
required to purchase it and, if so,
from the company’s insurance firm?

E. Reservations

1. Which passenger data are requested
and maintained?

2. What is the average call length and
percentage of calls answered in 20
seconds or less?

3. What is the average tenure of reser-
vation staff? What type of training,
quality monitoring is in effect?

4. Are reservations taken by phone,
global distribution system or online?

5.Does the company have a voice or
computer dispatch system?

6. Are its computer systems integrated?
Ask for information on the system for
reservations and dispatch.

7. Are chauffeurs allowed to accept
customers from different accounts
for a single ride?

8. Are rides confirmed before pickup?

9. Are flight delays, cancellations or
changes monitored?

F. Rates

1. Does the company charge a flat rate
or an hourly rate? Do pricing models
vary by location? Do charges begin
when the passenger is picked up, or
when they driver leaves the lot?

2.1f it charges a flat airport rate, is the
amount the same for departure and
arrivals? If not, what is the difference?




Does the rate have an hourly mini-
mum and/or maximum? What type of
rate kicks in after the limit? Does the
company charge other airport fees?
What are the wait fees? Does it pro-
vide airport terminal meet-and-greet
services? Do in-terminal airport pick-
ups incur additional charges? How
long do chauffeured cars hold for do-
mestic and international arrivals?

3. How does the company assess fuel
surcharges? Are they negotiable?

4. Are there out-of-town, late-night,
weekend or holiday surcharges? Is
there a charge for stops en route?

5. Are there any reservation-processing
fees?

6. What is its international pricing? Are
there extra mileage charges or high
tax rates at overseas locations?

7.Does the company levy ASAP re-
quest fees?

8. What are the extra charges for spe-
cial vehicles?

9. For how long are rates guaranteed?

10. Does it offer discounted rates
based on volume? If so, what are the
thresholds?

11. Are upgrades or discount coupons
negotiable?

12. How are chauffeur tips handled?

G. Billing

1. Can the company bill electronically?
With what software and in what for-
mats are spending data transmitted?

2. Can it provide reports that reflect us-
age patterns? In what format? How
can the data be sorted?

3. Can it provide ride voucher copies?

4. What is the standard timeframe for
billing and payment?

5. Overseas, is billing available in U.S.
dollars?

6.Does the company provide central
billing account features? Are credit
card or charge card acceptable forms
of payment? If so, which details are
broken out on card statements?

7.1s there a mark-up for corporate card
payment to cover merchant fees?

H. Other services

1. Does the company offer a VIP pro-
gram? If so, describe it. Does a differ-
ent rate apply?

2.Is it allied with airline or hotel loyalty
programs? If so, determine any soft-
dollar benefits the frequent customer
program provides the traveler.

3. Does it provide meeting services? If
so, does it assign onsite dispatchers?

BUSINESS TRAVEL BUYER’S HANDBOOK

Is there a charge? Are any other spe-
cial services available, such as em-
ployee pooling or special multi-city
business trip support?

4. How does the company handle pas-
sengers who are more than an hour
late, or don’t show up at all? What
charges are imposed? How would the
company communicate the situation
to the passenger and the corporate
travel office? How long will the driver

wait if the passenger, reservationist
or travel office cannot be reached?

5. Does the chauffeured transportation
company have an alliance with a car
rental company?

6. Does the chauffeured transportation
company subcontracting work to
other companies or independent driv-
ers? If so, contractually require your
approval beforehand, and ensure the
subcontractor meets all your require-
ments, including insurance.

7.How is the company implementing
environmental or corporate social re-
sponsibility initiatives?

|. Customer service

1. How is quality managed? Is there a

formal customer service program?

When is it available?
2.How does the company provide in-
demnification—a complete descrip-
tion of what is covered and how any
dispute will be resolved? How many
employees handle customer com-
plaints? What is the timeframe for
resolution of complaints?
3. Is a dedicated manager assigned to
the account?
4. What mechanisms does the company
use to measure customer satis-
faction? Can it provide weekly
records for all rides?
J. Company protections
1. How does the company pro-
tect the data privacy of its cli-
ents? Does it describe what
constitutes a breach of privacy,
and how it will be remedied if it
happens?
2. How does the company pro-
tect clients from a change of
ownership?
K. Request references from cus-
tomers with comparable volume
and needs.
L. Describe any new technologi-
cal, fleet, service or operations en-
hancements the firm is planning.
M. In-car amenities: Chauffeured
transportation providers in recent
years have added such offerings
as wireless Internet connections,
satellite television and radio, and
even bulletproof exteriors.
1. What amenities are offered to
passengers? Do such offerings
come standard with all cars?
2. What charges are associated
with such offerings?

V. NEGQTIATING AND
EVALUATING ABID

Keep in mind your company’s service needs
and budgetary limits. In general, a local car
service provider will charge less than a na-
tional one that has a more sophisticated
technology platform. Weigh the true value
of a vendor: Some suppliers will negotiate
discounts, while others prefer to offer added
services, such as an onsite representative or
an account manager. Be sure the vendor will
assist you in implementing the program and
that the sales team provides support.
Deutsche Bank global head of travel-relat-
ed services Debbie Dayton and CWT Solu-
tions Group senior director of ground con-
sulting Dave Kilduff provided assistance.
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Working With Car Rental Companies

BY CHRIS DAVIS

eset by a relentless string of maladies in 2009—sharp demand cutbacks, an excess
of supply, a crippled resale market and their automaker suppliers’ financial implo-
sion—the major car rental companies so far have enjoyed a surprisingly resurgent
2010, with much better financial outlooks and a stronger position in corporate nego-
tiations.

A strong push by car rental companies to reduce fleet size enabled them to hike leisure rates,
but similar increases haven't yet taken hold in corporate contracts, many of which were negoti-
ated in more buyer-friendly times. Corporate demand remains low enough that buyers with the
ability to quantify and control their car rental needs should be able to strike solid deals.

Among other industry changes, fleets are smaller, taxes levied by governments are swelling
and suppliers continue to inch closer to levying no-show fees in the United States.

Meanwhile, more consolidation is imminent, as at press time Avis Budget Group was trying
to counter Hertz Corp.'s announced acquisition of Dollar Thrifty Automotive Group. Whatever
the endgame, buyers likely will be left with only three major U.S. corporate options: Enterprise
Rent-A-Car, Hertz and Avis Budget.

As such, it's critical for corporations to implement clear policies and procedures surrounding
car rental. The following are some key points for negotiating with those suppliers.

|. GATHERING DATA

Show potential vendors as much detailed in-
formation as you can gather on past car rental
usage by your travelers.

A. Sources of data: Various types of usage sta-

1 GATHERING DATA

ZSETFING STRATEGY

cords while on company business, par-
ticularly if you plan to seek collision
damage waiver or loss damage waiver
coverage

9. All information available on internation-

3PREPARING AN RFP

4 NEGOTIATING
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tistics can be obtained from car rental firms,
travel management companies and expense
management systems. Most corporate
charge card data only show the complete
sum of the spending parts—not yet detailing
such expenses as insurance costs, fuel sur-
charges and other miscellaneous state and
local taxes and fees.

B. Types of data: Gather as much information as

possible on overall usage and provide break-

downs for cities or areas with high volume.

1. Total volume, expressed in the number
of rental transactions, number of rental
days and expenditure level

2. Average number of miles driven per day
and percentage of rentals and rental days
that a car drives beyond various thresh-
olds, such as 75,100 and 150 miles

3. Breakdown by class of cars rented, i.e.,
compact, intermediate, full-size, two-
door, four-door, etc.

4. Number of inter-city or one-way car
rentals, including destinations

5.Number of multiple-day, weekly,
monthly, weekend and one-day rentals

6. Breakdown of rentals by day of the
week, week of the month, and month of
the year

7. Locations where most corporate car
rentals have taken place

8. Evidence of travelers’ safe driving re-
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al car rental usage

10. Percentage of car rentals booked
through global distribution systems,
travel management companies and on-
line self-booking systems

11. Compliance with existing preferred
car rental deals

12. Rentals by those under age 25

13. Special billing needs, including re-
gional billings, those coded certain ways
for tax purposes and the need to track
unlimited mileage, and percentage of
total that is master-billed

14. Frequent flyer mileage points ac-
crued for travelers’ car rentals

15. Service requirements, such as auto-
matic checkin, valet parking and non-
rental service requirements, including
off-airport parking, car washes, mainte-
nance, global positioning system units
and electronic toll-pass devices

16. Data on your company’s accident and
loss history, if providing it will be favor-
able to you in the negotiating process

17. Data that show your company is es-
tablished and stable with strong and en-
forced travel policies

. Arrange an onsite visit, ideally near your

corporation’s largest location, during a peak
demand period to see how well the firm can
handle your business.
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. SETTING STRATEGY

Corporate culture is a major factor in
determining which car rental vendors to
consider and which contractual elements
to emphasize during negotiations. Survey
some of your most frequent travelers about
their car rental experiences. Here are vari-
ous types of corporate car rental relation-
ships to consider:

A. Exclusive nationwide or global contract

B.

with a single car rental vendor
Agreements with one primary supplier and
one ortwo secondary suppliersin case the
primary vendor is sold out, cannot provide
convenient service or lacks locations in
key areas. Secondary providers typically
are not needed for clients with a total vol-
ume of less than $1 million annually.

. A nationwide agreement with one sup-

plier, supplemented by agreements with
local vendors, often providing lower rates
in high-volume areas. Determine whether
costs will be lower if you give all of your
corporate volume to a national vendor or
deal with local operators. Small corpora-
tions without large national volumes often
can do well locally.

Agreements promising approximately

equal volume to two or more vendors

Some combination of the above

One or more agreements for international

service

1. This can be part of a worldwide
agreement with your domestic ven-
dor, a separate agreement with your
domestic vendor or a deal with a ven-
dor you do not use domestically.

2. Corporations seeking to negotiate
global contracts often already have
consolidated with one travel man-
agement company internationally.

Look into alternative programs like car- and

fleet-sharing for short-term rentals if you are

in a participating market. Car-sharing op-
tions can be beneficial for intra-city travel.

lIl. PREPARING RFPS

Based on the data you have gathered and
the strategy you have established, create a
request for proposals that provides basic in-
formation about your program and details
your requirements. Generally, RFP criteria
can be summarized into five areas: rental
eligibility, car classes, insurance, vendor
programs and rates. Not all requests for
proposals contain the same elements, but
here are some to consider:

A. Allthe data you can gather on your histori-

cal mileage levels
1.How will base rates differ under
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agreements in which mileage is un-
limited versus those with a per-mile
fee above a mileage cap?

2. How has the current economic down-
turn changed your company’s travel
patterns?

B. A description of all the vendor’s insurance

and related products, including base rates,

ifincluded

1. Collision damage waiver or loss dam-
age waiver: A daily fee relieving car
renters from responsibility for acci-
dent damages and/or stolen vehicles
and loss of use of the vehicle

2. Liability insurance for accident dam-
ages to other people and property

3. Personal accident insurance cover-
ing injuries to the renter

4. Personal effects insurance covering
loss of the renter’s personal property
in a lost or stolen rental car

5. Supplemental liability: An umbrella
policy that covers companies beyond
the state’s minimum requirements

6. Note that many large companies self-
insure or use insurance provided
by their corporate charge card pro-
grams. If you have your own insur-
ance, check with your company’s
risk management department to be
sure it covers car rentals overseas.

. Details of emergency road service: Is it

provided through a national 24-hour ser-
vice or local operators?

. Examples from car rental vendors of stan-

dard and customized management reports
provided to other corporate clients. Know
what information you and your manage-
ment team require to compare needs with
vendor capabilities.

. The vendor's capabilities for gathering

and reporting spending data on your ac-
count? To what degree can you drill down
transactions by name, location and date?
References from customers with compa-
rable volume and location to yours, as well
as from accounts no longer using the com-
pany as its preferred supplier

. A list of the vendor's outlets near your

major locations and in destinations that
together represent at least 50 percent
of your total rental volume. Consider off-
airport locations with lower prices and
fewer surcharges. Also, obtain a list of
franchised versus corporate-owned loca-
tions, and outlets that do not participate in
corporate negotiated rates.

. Alistof airportlocations that the car rental

vendor indicates are on- and off-airport.
Also, list airport locations by mode of con-
veyance from terminal to rental counter

and then to vehicle. This will have an im-
pact on speed and service.

A list of all surcharges for high-cost cities
or for one-day midweek rentals

. Alist of supplemental charges by location,

including taxes, other local surcharges,
off-airport access fees or on-airport con-
cession fees. Buyers should get a break-
down of all charges that are government-
imposed.

. Request fixed refueling rates.

Many car rental suppliers offer special

rental services, enhanced programs and

clubs for VIP travelers and frequent rent-

ers. Ask suppliers to describe any such

programs. Factors to consider:

1. The maximum number of VIPs that a
company can enroll

2. Benefits such programs offer

3. Whether such VIP programs would
drive travel policy compliance

4. Extra fees for loyalty miles earned on
rentals

5. Other associated costs

6. Whether the supplier has affiliations
or partnerships with airlines, hotels
or other corporate travel suppliers
for frequent flyer or other loyalty
programs

7. Whether there is a cost to the buyer
for such programs

. An assessment of the vendor's internal

quality-control programs

. A description of safety enhancement pro-

grams and vehicle safety systems

. Information on the average age of the fleet

and time after which cars are returned to
manufacturers or resold

. Information on the financial health of the

vendor and its ability to provide the fleet
and services you require

. If availability has been a recurring prob-

lem, ask the car rental company for a
“guaranteed availability” clause that will
ensure employees will get a car, regard-
less of day, time and location.

. Investigate the technological capability of

vendors regarding access to rental inven-
tory and reservations. Is online booking
available?

. Special programs, such as onsite fleets,

one-way car rental rates from the airport
and one-way flat rates between certain

citypairs.

. Technologies available to renters. Does

the provider offer global positioning sys-
tems, satellite radio availability, wireless
connectivity, electronic vouchers and
cars installed with electronic toll payment
devices?

1. Can such amenities be worked into a
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negotiated rate?

2.Does the car rental company use
such devices to monitor traveler
whereabouts or enforce speeding
violations?

U. Request a list of participating locations.
Not all car rental locations participate in
corporate rate or insurance programs.

V. Ask about the availability of hybrid, flex-fu-
el or high-fuel-efficiency vehicles. Hybrid
vehicles can be significantly more costly
to rent.

W. Consider whether the car rental company
has an alliance with a chauffeured trans-
portation company. If so, what benefits can
be derived from that partnership, and what
are the requirements to receive them?

IV.NEGOTIATING

Currently, the most popular concessions
are unlimited mileage, premium club mem-
berships and insurance. To a lesser degree,
concessions for which corporate buyers also

can negotiate include upgrades, waiver of

drop-off charges and elimination of add-on
charges for one-way rentals and free deliv-
ery of vehicles to corporate headquarters or
other company office locations.

It is critical to understand your actual car
rental usage to understand the total value of
the contract terms offered. Type of car rent-
ed, day of week, length of rental, rental city
and whether the car was taken one-way or
round-trip can affect price. Here are items
open for discussion:

A. All corporate agreements have a flat rate
per day for each car class.

1. Discuss with the car rental company
what will happen should any rates
be published that are other than cor-
porate negotiated rates. While some
suppliers automatically honor the best
available rate, others don’t. Ensure this
circumstance is addressed in the cor-
porate agreement.

2. Ensure your travel management com-
pany will search for best-available car
rental rates.

B. Unlimited mileage rates versus rates with
a mileage cap: Most companies opt for
flat rates with unlimited mileage. Of those
corporate contracts with a mileage cap,
many set a limit of 75 to 150 miles per day,
with 100 miles being the standard. Per-mile
charges starting at about 25 cents are as-
sessed on top. Do not have your travelers
pay the higher unlimited mileage rate if

HN):;
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they drive an average of 50 miles or less

per day.

1. Relying only on averages can be de-
ceiving, because rental cars driven
only a few miles distort the averages.
Identify the percentage of car rentals
and rental days exceeding 100 miles,
with geographical breakdowns.

2. Consider the availability of “time and
mileage” agreements, which involve
low daily rates but per-mile charges
starting from the first mile.

. Special rates in cities where you have high

volume and/or special rates for weekly,
monthly, multi-monthly, partial-day, hourly
and one-way rentals

. One-day rental surcharges: On which days

of the week do they apply, in which seasons
and in which locations? Mitigating high mid-
week surcharges could lead to substantial
savings.

. City surcharges, assessed on top of the

daily contract rates in key travel destina-
tions where costs are high

The term of the contract and specified lim-
its on annual rate increases

. The extent to which vendors will add in-

ternational car rental volume to domestic
volume for the purposes of establishing
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worldwide rates. The success that is possible

from leveraging the company's international car

rental mix will depend on vendors, volume, the
international proportion of the volume and the
international locations that travelers frequent.

Free rental days in exchange for specified num-

bers of paid rentals

Data to be provided in management reports

and the preferred presentation format and fre-

quency: Is detailed data on your spend provided
electronically in real time?

Free or reduced-rate collision damage waiver

or loss damage waiver coverage, if corporate

travelers are not covered by other insurance.

1. At least a minimum amount of coverage is
required. The standard amount for several
years had been $100,000 maximum cov-
erage per person up to a total of $300,000
per incident, in addition to $25,000 for
personal property.

2.Several car rental vendors have lowered
coverage to minimum levels allowed un-
der state statutes.

Rate concessions based
on your company’s com-
mitment to building volume:
Consider tightening your
corporate travel policy to
mandate use of preferred
vendors or cover interna-
tional travelers, linking the
car rental company to your
corporate intranet and/or
broadening your program to include fleet re-
placement or other services.

Discounts for safe-driving programs

. Reduced rates for older vehicles
. The policy for situations in which promotional

rates lower than your contracted rates become
available for certain markets, seasons or days
of the week

A mileage radius within which your company’s
travelers can pick up a car at one location and
drop it off at another location at no additional
cost

Special shuttle rates if large numbers of travel-
ers drive between two specific cities

A grace period after the stated end of the rental
period during which a car may be returned at no
additional cost to the company. Some suppliers
have shortened their grace periods during the
past few years.

Free upgrades to higher car classes when
available, and free delivery of rental car and/or
drop-off

Provisions for employees under age 25, who
normally are charged higher rental rates
Procedures for central billing of car rentals by
non-employees, including job candidates and
consultants

U. Whether the vendor provides the option to refuel
atmarket prices. If not, discuss reduced refueling
charges, specifically negotiating a reduced price
per gallon. Having travelers fill the tank before
returning their cars is the least costly option, but
if your internal data shows travelers regularly are
paying the higher price for not doing so, negoti-
ate a reduced price per gallon for gas into your
base rate. It is best to deal with this up front.

V. Find outif your company has an above-average
accident and loss history and, if so, let the ven-
dor know. Vendors may request this information
in any case.

W. Require vendors to allow audits of completed
rental transactions and reimburse you for
charges that do not conform to your contract.
Don’t let vendors assess penalties for request-
ed billing adjustments that turn out to be unwar-
ranted.

X. It's advisable to negotiate with the car rental
company to reduce or eliminate blackout dates,
depending on a company’s size spend and
ability to shift volume. Otherwise, get a list of

blacked-out or sold-out
dates and cities for the
upcoming year. This will
help calibrate service
expectations and allow
travel managers to notify
travelersin advance.

Y. Evaluating a bid

1. Assess the compo-

nents that are most

important to your company and use a
grid that gives more weight to those re-
Sponses.

a. The most common factors other than
price to consider include service quality,
domestic geographic coverage, airport lo-
cation and the speed of rental and return
processes.

b. Also consider international geographic
coverage and report capabilities.

2. Research the car rental vendor’s financial
stability to help determine its overall abil-
ity to deliver. Consider any changes that
may be a consequence of industry con-
solidation. Assess the company’s ability
to provide continuing levels of service, re-
porting capabilities, rental car availability
and other aspects of the rental transac-
tion. If your car rental company is in part-
nership with a chauffeured transportation
company, see if there is an opportunity to
negotiate a bundled program.

Neil Abrams, president of Purchase, N.Y.-
based Abrams Consulting Group, and CWT
Solutions Group senior director of ground
consulting Dave Kilduff assisted with this
report. m
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Evaluating Corporate Travel Automation

BY DAVID MEYER

eploying travel management technology can help companies reduce headcount,
streamline processes and gather more timely and accurate information for decision
making, ensuring employee safety and policy compliance and taking corporate social
responsibility.
Essential steps are identifying the specific parts of the travel process where
automation can be most effective, determining which tools would work best and developing a
travel management strategy that includes a focus on data access and management.

This guide will examine strategic considerations and benefits related to corporate travel auto-
mation, including global distribution systems, corporate online booking and traveler profiling tools,
mid-office workflow systems, mobility, videoconferencing, management reporting and expense re-
imbursement systems. It also includes a section highlighting increasingly available end-to-end travel
automation systems and offers a list of suggested questions for those buying technology.

|. STRATEGIC PLANNING

A. Begindeveloping atravel technology strategy

erate with policies in this regard?
B. Other considerations:

1 STRATEGIC
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by identifying and examining the areas where

your company can make the greatest gains

through automation. Make certain to involve
your IT department early on in the process.

Corporate buyers should ask:

1. How can automation improve your trav-
el program?

2. How prepared is the company to market
the use of technology to travelers and
travel arrangers, and to enforce policies
designed to change their behavior?

3. How does travel fit with other corporate
technology initiatives? Is the company
IT strategy to outsource functions or
consolidate with an enterprise-wide
system?

4. Evaluate your company’s technology
infrastructure. Is there a single platform
already in use companywide and, if so,
can an automated system link into it?

5.Does your company have the appro-
priate resources to help define IT and
business requirements, as well as staff
to assist with overall project manage-
ment, consistent with your anticipated
timelines?

6. How can you maximize senior manage-
ment and the IT department support
for a travel automation project?

7.Does your technology strategy en-
able your company to respond to such
changes in the market as mergers and
acquisitions and the evolving state of
travel distribution?

8. How can you most effectively use the
technology to communicate so that
travelers understand the basic premise
of using preferred suppliers and coop-

1. Including the major stakeholders from
the earliest stages improves the process
and helps to earn travel program sup-
port. It particularly is helpful to involve
them in testing new systems.

2. Many companies have reported a quick
return on investment from automated
expense reporting. The cost savings ap-
pear relatively quickly and are easy to
quantify.

3. Budget for the support of internal or ex-
ternal integrators. Many travel manage-
ment companies and vendors partner
with system integrators to help connect
their systems with those of clients.

4. Security concerns preclude some com-
panies from linking networks to these
or such outside organizations as travel
management companies, and some
companies have strong firewalls that
inhibit linking to outside systems. An-
ticipate internal firewall and data access
restrictions and requirements.

5.If the company has employees outside
of the United States, include interna-
tional divisions or subsidiaries and sup-
port technology and users in multiple
languages. Ensure that you are aware
of and in compliance with data privacy
laws, especially in the EU.

|l. GLOBAL DISTRIBUTION
SYSTEMS

Traditionally, global distribution systems
have been the platforms from which most cor-
porate travel bookings are made. Increasingly,
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though, travel technology providers, online
booking systems and travel management
companies are offering tools to access con-
tent that resides outside of the global distri-
bution systems.

A. Global distribution systems provide real-
time data about flight schedules, airfares
and seat availability as well as process
airline reservations.

B. They provide availability and booking sup-
port for hotels, rental cars, trains, limou-
sines and ancillary travel services.

C. Theystoreinformationontravelers’booked
itineraries in the form of passenger name
records and pass booking information to
agency accounting systems.

D. They store passenger and corporate pro-
file information that can be transferred
automatically into reservation records.
Increasingly, corporations, travel manage-
ment companies and online booking sys-
tems are storing profiles in offline databas-

management companies and corpo-
rations with ARC-certified Corporate
Travel Department designations or
onsite operations, this option offers
functionality and usually is linked via
a gateway attached to the agency’s
network or the Internet to a global
distribution system. The gap is clos-
ing between travelers using self-
booking tools and travel agents using
cryptic GDS displays, preventing ef-
fective hybrid reservations in which
a booking is begun online and then
picked up by a call center agent.

2. Consumer online services: These are
designed to enable travelers to find
out about schedules and make res-
ervations through links to global dis-
tribution systems over the Internet,
but generally do not incorporate pre-
ferred suppliers or corporate rates.

es—both for security and efficiency.

E. They have software that includes en- [I.
hanced productivity features that can A.
present only information that fits corporate
policy, identify a caller and automatically
display information about that client, or
complete a reservation record automati-
cally using stored profile information.

F. Some travel suppliers, including low-cost
carriers, smaller hotels, rail companies,
don't participate fully in the global distribu-
tion systems, but have software that fully
or partially automates bookings.

G. For bookings that originate outside of the
global distribution system, identify ways
to make the process seamless to the busi-
ness traveler.

1. Can it simultaneously review both
global distribution system content
and content that doesn’t reside in the
global distribution system?

2. Will all segments be included as a
single passenger name record that
is accessible to the traveler and ser-
viceable by the travel management
company online and over the phone?

3. How are data captured?

4.Can the company establish direct
connections with suppliers that pro-
vide additional value?

5.Can travel management or travel
management technology suppliers
still provide consolidated data?

H. Ways to make reservations in global distri-
bution systems include professional global
distribution system workstations and con-
sumer online services.

1. Professional global distribution sys-
tem workstations: Used in travel

ONLINE BOOKING TOOLS

Online booking tools can reduce travel-

processing costs in several ways:

1. Many corporations have negotiated
tiered pricing structures with their
travel management companies. They

pay a higher amount for tradi-

tional telephonic res-
&

ervations than for
automated ones,
thus cutting the
cost of the book-
Olyg; ing process. On-
ong line bookings typi-
: cally are divided
\ into fully automat-
ed, unassisted trans-
actions and bookings
requiring human intervention or as-
sisted transactions, which carry a
higher fee.

2. Automated fulfillment can allow cor-
porations to handle more volume
with the same headcount.

3. Corporations that have implemented
online booking and fulfillment sys-
tems, when combined with strong se-
nior management support and mar-
keting programs, have achieved high
adoption and substantially reduced
average ticket costs. Some also re-
port the “visual guilt” of business
travelers selecting lower-fare flights
because they are seeing more flight
alternatives.

4. Some travel management companies
have separate operations designed to
handle online fulfillment, including

quality control and 24-hour service.
5.0nline tools that have inventory
management features to position
preferred suppliers in order to meet
marketshare commitments.

. Driving adoption. When evaluating how

widely to deploy tools that obtain travel

data and make bookings, consider:

1. Easy access: If the company culture
encourages self-sufficiency, giving
everyone access to the reservation
system should improve efficiency by
reducing or eliminating telephone
contact with travel agents.

2.Policy mandates: Companies that
drive the highest adoption rates
sometimes have some form of man-
date in place—although the variety
of corporate cultures generates un-
even results from such edicts. Man-
dates can be full or partial, with some
employing specific language to book,
for example, all domestic trips online,
while others mandate such bookings
only for simple roundtrips or for spe-
cific citypairs. Some companies have
cultures that are not conducive to
mandates but can effectively drive
compliance with well-communicated
travel policies that are strongly en-
couraged by management.

3. Fee differential as incentive: Com-
panies charging a differential fee
per transaction at the point of sale
have achieved high levels of adoption
without a mandate. Often, the fee for
booking over the telephone is at least
twice as high as the fee for an online
booking. Charging higher fees for on-
line transactions requiring human in-
tervention also can prompt travelers
to increase unassisted transactions.

4.0Ongoing communication: A consis-
tent and targeted employee com-
munication plan is an essential com-
ponent of driving adoption. Such
communications should focus on the
savings achieved by the company
through online booking, as well as
traveler convenience and control.
Consider a marketing campaign to
kick off the program, including Web-
based training programs, events at
corporate sites, internal corporate
blogs or other social networking op-
tions, e-mail and remote conferenc-
es. Include news, safety and security
alerts, travel policy, preferred vendor
information, special deals, currency
conversion charts and downloadable
or prepopulated expense reports on




the corporate travel home page, along
with the booking system. Consider
various channels and opportunities
for communication. Also consider
how different types of travelers com-
municate, such as younger travelers’
use of social networking tools.

5. Senior-level buy-in: Having high-level
support from a senior executive, pref-
erably the CEO or CFO, is critical.

6. Pilot groups: Some companies begin
technology implementations with a
small, controlled group of interested
users and proceed slowly. Some com-
panies have done well by beginning
with the most technologically aware
or the most frequent travelers, while
others have set up the system and
rolled it out within three months.

7. Training: Have a plan for managing
training and support, especially when
expanding the program from a small
pilot to a companywide rollout. Addi-
tionally, be sure that internal systems
have the capability to support higher
levels of user traffic.

8. Showing value: Keep senior manage-
ment, department heads and travelers
aware of the benefits of the program
by reporting results. Consider demon-
strating the cost savings to individual
business units and travelers. Some
travel managers charge back the cost
of reservation processing to travelers
at the point of sale to show the rates
for booking traditionally versus book-
ing online.

C. Pre-trip approval systems. Some compa-

nies have separate systems tied or not tied
to their booking tools that provide them
with ways to control costs and track travel-
ers. Some systems use passive approval, or
pre-trip notification, tools rather than active
approval, or pre-trip authorization, tools to
avoid unnecessary hottlenecks. You should
consider a dollar amount below which pre-
approval is not necessary, such as $400 for
domestic or $1,200 for international flights.
. Considerations
1. Determine which bookings are eligi-
ble for booking online and which are
ineligible. A good benchmark is 100
percent of all domestic bookings of 4
legs or less and all simple-round trip
international itineraries that don’t re-
quire a visa. Focus on driving up the
number of the eligible bookings.
2.1Is the speed and user interface of the
self-booking tool in line with traveler
expectations? Consumer products
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that are more adaptive and have bet-
ter functionality can create challeng-
ing expectations for and frustration
with corporate tools.

3. Can the self-booking tool access and
consolidate inventory from GDS and
non-GDS sources and support direct
supplier connections? How does the
online booking system manage ticket
credits, changes and reissues?

4.Is the travel management company
contract based on a shared-cost con-
figuration or other arrangement un-
der which savings generated by the
use of online booking systems are
passed on? If planning rapid migra-
tion to online booking, a fully loaded
transaction-fee relationship with a
travel management company allows
you to take out costs on the tradition-
al full-service side more quickly. Make
sure the travel management company
has incentives to reduce costs over
time and cut the transaction fee each
year.

IV. MID-OFFICE
QC/\N ORKFLOW SYSTEMS

Once a travel reservation is made, qual-
ity control and fare checking programs au-
tomatically review it to be sure the booking
reflects the best available rate or fare and
the arrangements and essential reporting in-

formation are correct.
A. Usually such programs are provided in

modules covering these major functions:

1. Quality control: The tools review pas-
senger name records for data consis-
tency and for such required informa-
tion as charge card.

2. Fare checking: The tools can scan
global distribution systems to see if
lower-price seats become available.

3. Trip improvements: The tools enable
waitlist clearance, seat checking and
automated frequent flyer upgrades
and scan global distribution systems
for preferable bookings.

4. Revenue management: The tools vali-
date and apply airline contracts prior
to ticketing, automatically issuing
ticket and service fees and tracking,
reporting and transmitting unused e-
ticket information.

5. Data collection and reporting: Data
from GDSs is gathered for transmittal
to data intelligence platforms or other
applications.

B. Quality control and fare checking are avail-

able from global distribution systems or as
an online service from independent ven-
dors. Booking systems vary in their file fin-
ishing capabilities. Some booking systems
might need to be coupled with a mid-office
quality control system.

C. Third-party mid-office systems can be con-

figured to apply separate tests and manage
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different workflows for on- and offline reservations based on any
characteristic of the passenger name record, including traveler hi-
erarchy, origin or destination.

D. They can be configured to access data from outside the travel sys-
tem, like a project or budget code, for example, or send e-mails
based on passenger name record characteristics. These capabili-
ties are fundamental to pretrip approval and end-to-end automation
systems.

V. MOBILITY

New technologies on the market today allow business travelers
to remain more closely connected to their offices than ever, as ad-
vances in mobile technology and location-based services have en-
abled communications with travel managers during the trip. Also,
social networking applications within corporate intranets and book-
ing tools can speed feedback on supplier performance.

A. The proliferation of wireless connectivity in airports, airplanes, trains,
restaurants and hotels, as well as personal digital assistants and mo-
bile phones, offers travelers more opportunities to send and receive
updated company and trip information. IT generally drives the pur-
chase of such products and services, but many applications involve
travel. Although a product may be free or bundled into the cost, your
IT department may restrict access to these programs. Airlines, travel
management companies and corporate travel departments are using
personal tools to confirm reservations or advise travelers of airline
delays or last-minute changes and rebook flights, hotel rooms and
car rentals. The always-connected traveler presents an opportunity
to extend travel management communication by providing destina-
tion data, including recommendations from colleagues, preferred
restaurants, activities and weather updates.

B. Kiosks at airports, convention centers and hotels are enabling travel-
ers to make and change reservations in transit. Hotels have brought
high-speed Internet access to business centers and guest rooms
and are expanding wireless access.

C. Automated systems are available that ideally capture booking and
credit card data and download it into prepopulated expense reports
as the traveler incurs the expense. The traveler can make additions
and corrections, and forward the report to a manager through the
corporate accounting system. This has been the longtime promise of
electronic hotel folio data, which some expense tools, payment sys-
tems and hotel chains currently provide. The overwhelming majority
of corporations, however, still do not have significant access to hotel
e-folio data.

VI. VIDEOCONFERENCING

Advancements in videoconferencing technology and the deci-
sion by many companies to severely cut travel in the past two years
prompted many companies to install and increase the use of such
systems. In addition to being a demand management tool that
achieves savings by making it possible to eliminate some travel, buy-
ers are finding these virtual meetings productive and see them re-
ducing wear and tear on travelers.

A.Videoconferencing technology usually is managed by IT departments,
but travel decision makers can play a big role in examining airline
citypair and hotel data to determine the best locations for such in-
stallations and promoting their use.

B. Marriott International and Starwood Hotels & Resorts each in recent
months has gone live with in-house remote conferencing studios at

Powering Travel Payment ™

Business Travel News

UATP

Airline Merchants
Low Merchant Service Fees
Increase Corporate Market Share

Strengthen Corporate Customer Loyalty

Corporate Buyers
Centralized Billing for Improved Cost Control
Manage Corporate Spend in Less Time
Receive Detailed Reports for Air and
Rail Travel

No International or Currency

Conversion Fees

UATP accounts are issued by these airlines: Air New
Zealand, American Airlines, Austrian Airlines, Continental
Airlines, Delta Air Lines, EIlAl Israel Airlines, Ltd., GOL
Linhas aéreas inteligentes, Japan Airlines, Qantas Airways,
Ltd., United Airlines, and US Airways.

AirPlus International issues the UATP-based company
account for: British Airways, Continental Airlines and
Lufthansa German Airlines.

uatp.com

www.BTNonline.com Monday, May 24, 2010




BUSINESS TRAVEL BUYER’S HANDBOOK

key gateway city properties, and both com-
panies plan to add more studios across the
world during the coming year.

C. Technology suppliers are working to make
existing systems interoperable, potentially
making remote conferencing tools even
more effective as a travel alternative or
supplement.

VII. MANAGEMENT
INFORMATION REPORTING

Travel management companies and inde-
pendent suppliers offer the means for clients
to produce management reports that con-
ventionally form the basis of vendor contract
negotiations, travel policy development and
budgetary forecasting.

A. Travel managers should require programs
that let them produce standard reports at
the desktop and report-writing features to
design specific kinds of reports.

1. Travel management companies com-
pile raw data that come from account-
ing systems using booking records.

2. Other travel vendors, such as hotels,
car rental companies and charge card
providers, also might furnish data.
Some systems enable the user to
merge the travel vendor data with the

travel management company data.

3. A number of third-party data consoli-
dation services gather data from mul-
tiple agencies and countries and pro-
vide corporations with management

reports that can help identify market
opportunities. However, national data
protection regulations vary and data
privacy remains hotly debated.

4. Many corporate intranets have stan-
dard online reporting tools to give line
managers actionable information.

5. Corporate buyers should demand
suppliers not only deliver travel in-
formation electronically in standard
report formats, but also provide web-
based ad hoc reports and expertise
for a fee to build highly complex re-
ports across multiple databases.

. Considerations for doing your own man-

agement data reporting

1. Hardware and software costs: As is
true for all automated services pro-
vided by a travel management com-
pany, even if hardware and software
are provided as part of a total service
package, the costs will be factored
into your overall travel management
company agreement.

2. Time and personnel resources

a. There will be an initial learning curve
and a continuing investment in time
to make effective use of the system,
although graphics and point-and-click
techniques for interaction should
make it relatively easy to use.

b. More than one person in the travel
department must be able to work
with the system. Consider informa-
tion skills when staffing. Internal au-

Business Travel News

dits may benefit from direct access to
the system.

3. Corporate IT standards: Usually,
company policy specifies acceptable
hardware and software compatibility
requirements. Include internal corpo-
rate IT and accounting departments
in the selection process.

4. System limitations

a. Larger companies may seem to have
the best chance of justifying the cost
of onsite reporting, but they need to
be careful about bogging down the
system with too much data.

b. Thoroughly test any system you are
considering, using actual data and
bank electronic funds transfer if you
can. Particularly focus on how long
it would take to run a report on your
data.

c. Ask other companies of your size
about their experience with systems
use. Have vendors provide a list of all
corporate customers so you can se-
lect the reference.

5. Operating features

a. Don’t take claims of the tools’ user-
friendliness at face value. Work with
the system.

b. Think about what to do with the sys-
tem’s output and who will see it.

c. Evaluate reporting formats to en-
sure you can produce the figures you
need. Ask if your travel management
company can produce average fig-
ures for the same data points. If you
need global data, find out if the sys-
tem will enable you to compile it. Ask
if the system has integrated graphing
or you will need a separate graphics
package.

d. Ask questions about system mainte-
nance and support, software updates
and follow-up expenses.

6. Data integrity: The information you
receive in reports only will be as good
as the data that passes from reserva-
tion records into the accounting sys-
tem. Investigate the accuracy of the
reports youre already getting and
establish front-end procedures to
produce the most reliable and com-
prehensive data.

VIIl. EXPENSE REPORTING

Automated expense management solu-
tions enable corporations to feed expense
information to accounting systems. These
solutions offer a variety of capabilities, in-




cluding feeding booking and corporate card
data into expense reports; routing, approv-
als and workflow; and reimbursing travelers
via automatic funds transfer. The most ad-
vanced solutions also include robust analyt-
ics. Federal Sarbanes-Oxley requirements
have made automated expense reporting
systems, which have built-in audit controls,
more attractive.

A. Typically, the finance organization origi-
nates the initiative to rework an expense
accounting process, and the corporate
travel manager is involved as a member of
a cross-functional team seeking solutions.
Travel managers and accounting and in-
formation systems experts need to look at
each expense system option to determine
whether it meets the company’s goals and
objectives.

B. Automating expense reporting can:

1. Give companies more control over
company spending, especially for
meals, travel and entertainment

2. Make it easier for travelers to accu-
rately complete expense reports

3. Encourage corporate travelers to use
online booking software or the cor-
porate card to prepopulate expense
reports

4. Cut the administrative cost of ex-
pense reimbursement

5. More efficiently and accurately post
expenses to company general ledger
and accounts payable systems

6. More accurately track expenses by
business area or billing code, and
meet U.S. Internal Revenue Service
and federal Sarbanes-Oxley reporting
requirements

7. Manage cash more effectively by rec-
onciling expenses with advances is-
sued by the company

8. Pay corporate card balances and re-
imburse travelers more efficiently

9. Route reports electronically for man-
ager approval, or to help line manag-
ers track and manage corporate travel
budgets

10. Provide management information
for the specific purposes of enhanc-
ing travel supplier negotiating and
forecasting

11. Make receipt-less processing pos-
sible for prepopulated corporate card
items

C. Considerations
1. How unique is your travel and enter-

tainment expenditure management
process? Will you need customization,
or at least the ability to configure the

EVALUATING CORPORATE TRAVEL AUTOMATION

system in various ways?

2.Does your company have an enter-
prise resource planning system with
a built-in module for travel expense
management?

3. How would your online booking and
management reporting solutions in-
teract with a proposed electronic ex-
pense solution?

4. Should you integrate expense report-
ing with other travel management
technology, such as the online travel
booking tool?

IX. END-TO-END AUTOMATION

End-to-end automation refers to the
concept of linking different components of
travel automation together so that data can
be passed from the front-office booking pro-
cess, through the applicable mid-office, to
an expense reimbursement system where
booked data can be compared to expensed
data. Ideally, end-to-end systems also in-
corporate data feeds from charge cards and
provide management reports appropriate
for company business units and financial
managers.

Companies considering such systems
should document carefully what data ele-
ments are passed from the front office to the
expense module and the back office.

They also need separate evaluations of the
booking tool, mid-office and expense tools to
make sure that important functionality is not
lost in the race for integration.

X. SUGGESTED QUESTIONS
WHEN BUYING TECHNOLOGY
A

What is the technological and travel expe-
rience of the developer?

B. How well-funded is the travel technology
vendor, and how likely is the vendor to con-
tinue to support you 12 months or five years
from now?

C. What is the supplier's responsibility for
support, maintenance and enhancements
subsequent to the initial purchase?

D. What training will the vendor offer travel
managers and travelers?

E. Does the vendor invest in enhancing the
system over the long term? How often are
new releases of the system issued?

F.  How many corporations have installed the
system?

G. Will the vendor supply recent reference
accounts with whom you can speak? Can
any reference accounts provide objective

data that demonstrates a return on invest-

ment for the system?

H. Will you consider a hosted service or soft-
ware license?

I. How quickly will a purchase generate a re-
turn on investment for your company?

J. What are the timelines involved in testing
and implementing the system?

K. Can the vendor implement, support and en-
hance a global product?

L. How is customization generally handled? Is
the sign-on process easy?

M. Is the system dependent on any specific
equipment or programming language, such
as Java, HTML or XML?

N. What data warehousing and data mining
capabilities does the system have? What
are the supplier’s confidentially and indem-
nification provisions for the data and the
technology? Who owns the data, you or the
supplier? How well will the database inte-
grate with your current information tech-
nology environment?

0. Willthe vendor let you testthe producton a
demonstration site?

P. For online booking tools
1. What content is offered? Are web

fares integrated?

2. Will the system allow reservations to
be held for 24 hours before booking?

3.Does the tool provide the ability to
synchronize online and offline pro-
files? What is the traveler profile
management tool used? How does it
integrate with the global distribution
system, online booking tool and HR
system?

4.1s a single sign-on facility possible?

5.Can the tool facilitate an approval
process? What happens if the prima-
ry approver does not respond within
a reasonable period of time?

6. How does the tool ensure data integ-
rity and security?

7.What online fulfilment operations
and strategy are in place by region?

8. What technical or navigational sup-
port is provided for travelers and in
what languages?

9. What is the cost for ongoing support
after the initial implementation?

10. Will you be involved in prioritizing
ongoing enhancements and changes
to the system functionality?

Cindy Gillen, national director of pro-
curement and travel management for
BDO Seidman; Andrew W. Menkes, CEO of
Partnership Travel Consulting; and TRX
president and CEO Shane Hammond as-
sisted 1n revising this chapter. m
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Selecting A Corporate Payment System

BY MICHAEL B. BAKER

corporate card program, partnered with solid data reporting capabilities, provides
the travel buyer with a window into traveler spending habits, policy and preferred
vendor compliance and program data that can aid successful negotiations in all

other aspects of a travel program.

Laying in this program keystone is essential but at times daunting. Corporate card

program contracts are complex, lengthy and usually require a commitment of several years.
Suppliers increasingly are targeting card programs at buyers with smaller travel volumes. For
larger programs, they are upgrading global delivery capabilities and data reporting, providing ad-
ditional benefits and savings to those companies, that generally have more mature programs.
Meanwhile, optimizing data capture is a constantly moving target, with such new types of data

as airline ancillary fees arising.

The following steps can help determine which and how payment system providers can best

|. ESTABLISH OBJECTIVES

Understand the values and objectives most
important to senior executives. Below are
some attainable goals:

A. Improve financial, administrative processes

1. Improve the processes of paying and
accounting for travel, fleet and/or small-
dollar-value goods and services

2. Improve cash management, extending
float and eliminating or reducing cash
advances

3. Improve accounting and reconciliation

4. Enhance the management of currency
exchange

5. Evaluate and facilitate value-added and
goods-and-services tax refund filings
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6. Reengineer travel expense reimburse-

ment by relying on automation to elimi-
nate manual policy-auditing and check-
issuing costs

7. Leverage consolidated card spend for
the best possible terms and conditions
and improved vendor negotiations

8. Secure T&E spending rebates

9. Evaluate individual and central billing
program options

B. Improve policy compliance and monitoring

noncompliance

1. Track preferred vendor usage

2. Reduce expense report fraud

3. Implement reporting tools

C. Increase traveler productivity and support

1. Facilitate traveler reimbursement

2. Provide en route services to travelers,
including travel accident insurance and
emergency assistance

3. Give travelers an easy, safe and widely
accepted form of payment for en route
services and in some cases access to

serve a corporate travel program'’s payment needs:

cash via automated teller machines

4. Allow travelers to separate business ex-
penses from personal expenses

5. Provide a corporation with standard-
ized business controls

6. Roll out a savings program to leverage
pre-negotiated discounts for travel, din-
ing, shipping and conferences.

7. Provide employees a source of credit.

. Enhance management data

1. Commercial card programs electroni-
cally provide actual expense data.

2. Data is captured and available in a cen-
tral database for compliance monitor-
ing, vendor management, budget review
and tax reporting.

3. Card files can prepopulate expense re-
porting systems, eliminating manual in-
put, comply with tax and Sarbanes-Ox-
ley regulations, give greater oversight of
T&E and offer traveler convenience.

4. Reports by merchant category code can
identify suppliers.

5. Reports increase expense management
efficiency and identify new negotiation
opportunities.

6. Commercial card data can be imported
into electronic contract management
tools that monitor all transactions
against negotiated rates and volume dis-
count thresholds to ensure that proper
discounts are received.

7.Reports can identify unauthorized
spending, and advanced reporting tools
can integrate booked data from travel
agencies for a booking-to-billing view.

Implementing a global program

1. Issue cards in all countries with signifi-
cant employee populations.




2. Understand how acceptance levels
and reporting differences vary.

3. Understand vendors’ varying abilities
to pass enhanced transaction data.

4. Consolidate information globally by
tasking the provider to do so.

5. Leverage the expertise of your bank
issuer to help youroll out a global pro-
gram, which can be managed globally
with regional issuers supporting local
offices or by one global issuer.

a. Does the card issuer work with rela-
tionship banks in native countries to
issue cards and consolidate data?

b.Is there a single point of contact for
customer service?

c. Are reporting accuracy and timeli-
ness potential concerns?

d.Will the selected supplier provide
transitional services at the end of the
agreement, if you change providers?

Il. PROGRAM EVALUATION

A. Establish the team: With a senior manage-

ment sponsor, establish a cross-functional
team to manage the process. This is typi-
cally comprised of travel, payroll, finance,
accounts payable, HR, legal, procurement,
internal audit, IT and treasury.

. Based on travel program goals, develop

the requirements of the payment program

and include:

1. Number and location of travelers

2. Senior executives versus other types
of travelers

3. Spending by category: air, rail, ferry,
hotel, rental car, limousine, meals

4. Policy for usage

5. Geographical scope

6. Interfaces with other front-end and
back-end systems

7. Data consolidation specs

8. Reporting and reconciliation needs

9. Billing, payment and liability options

10. ATM, currency conversion and late
payment fees

. Establish the process.

1. Identify issuers.

2. Develop and send RFPs or RFIs.

a. Describe the company, culture and
readiness for a card program.

b. Outline criteria for success. Consider
such program factors as technologi-
cal capabilities, service structure and
support and consulting expertise in
addition to financial offers.

c. Detail contract requirements.

d. Consider an automated request-for-
proposals tool.

3. Consider holding a bidders confer-

ence, if practical.

4. Set times for issuing documents, de-
veloping proposals and review.

5.Schedule presentation dates and
technology demonstrations.

6. Provide an overall RFP schedule, in-
cluding a final decision timeframe.

7. Ask for references from companies
similar to yours.

. Technology

1. Evaluate card program management,
reporting, benchmarking, expense
reporting, integration, compliance
and reconciliation tools.

2. Support demonstrations with client
references.

Criteria for selection

1. Establish criteria for success.

2. Identify elements for review.

3. Develop scoring systems to promote
objective decisions.

Many options are available with respect to

corporate cards and issuers.

1. Vendor options

a. An exclusive agreement with a ven-
dor for a single reporting solution
that provides global spend data for
all business units

b. An agreement with one primary ven-
dor that includes multiple card and
payment solutions, and such spend
management solutions as sourcing
and contract management.

c. An agreement with a primary vendor
and an account with a separate card
provider for a particular service: For
example, a ghost account, a master
number all employees use for air
travel but without plastic cards, and

another for hotel and car bookings,
emergencies and ticket changes en
route. Using a central travel solution
for air can facilitate ticket reissue and
credit tracking and simplify charge
allocation if your expense manage-
ment tool can allocate charges back
to individual travelers.

d.Diverse agreements with multiple
vendors: Company divisions with dif-
ferent cultures need different card
programs.

2. Billing options

a. Central billing and payment: In most
cases, individuals receive a state-
ment of all charges, but the corpora-
tion pays the card company on the
employees’ behalf. The company re-
ceives a statement consolidating in-
dividual cardholder charges, assuring
vendors receive timely payment and
allowing corporations greater float.

b. Individual billing and payment: Each
traveler receives a monthly state-
ment, pays the bill and puts charges
on expense reports for reimburse-
ment. While individual billing and
payment may reduce corporate ad-
ministrative activity, this method
may cost the company rebates if
cardholders are not timely in mak-
ing payments. Calculate the average
days held internally and the savings
to the corporation versus its impact
on the rebate. Ensure card payment
terms outside the United States are
acceptable to each sector or business
unit and are consistent with account-
ing procedures in those countries.




c. Individual billing with centralized pay-
ment: Each traveler receives a state-
ment, but the company pays the bill
based on approved expense reports.
This improves float and reduces
check-cutting expenses for cardhold-
ers who complete expense reports on
time.

d. Individual corporate cards with strip
billing and payment: Corporations can
request all air, hotel and phone charg-
es or other categories be stripped
from individual bills for central pay.
Card companies get paid more quick-
ly this way, potentially benefiting cus-
tomer rebates, but corporations also
need to weigh reconciliation costs.

e. Cardless central air travel purchases:
Bills go to the corporation for central
account charges, and individuals for
all non-air card spending. This drives
air booking through the designated
travel agency and reduces employee
liability for large debt.

f. Temporary cards for trainees or visi-
tors; prepaid or stored-value cards;
budget or declining balance cards;
meeting cards; cards acceptable only
with specific merchants. Prepaid
cards can be used with traditional cor-
porate cards to replace cash advances
and reduce currency exchange fees
for international travel.

3. Billing format: Advise vendors if your
company has requirements for state-
ment format and billing cycle. Some
providers can receive payments from,
and provide billing to, companies and
their cardholders via the Web.

4. Data feeds: Many issuers offer secure
file feeds into a company’s ERP sys-
tem for reconciliation, payment and
accounting,.

. Payment methods

1. Settlement options include:

a. Check, physical or virtual: Vendors
rarely accept checks from companies
any longer, although individuals may
still pay by check in some instances.

b. Electronic funds transfer or direct de-
posit

c. Electronic data interchange

2. Terms are negotiable.

a. The balance usually is owed monthly.

b. T&E cards used as purchasing cards
can be negotiated for balances to be
paid weekly, 10 days or 15 days from
the end of the billing cycle.

. Cash advance requirements: Some compa-

nies use card programs to administer cash
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for travelers’ out-of-pocket spending and

to eliminate funding direct cash advances.

Some card issuers offer their own expense

reporting tool or alliances with third-party

vendors. All major card vendors can down-
load data directly to any expense reporting
system. Consider:

1. The total cost of the expense report-
ing tool versus the expected ROL
The total cost of ownership should
be based on vendor fees, implemen-
tation and training costs and ongoing
support and infrastructure costs.
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2. The use of an expense tool offered by
your card issuer versus a third party
or in-house development

3. Hosting the expense tool behind your
firewall versus the software-as-a-ser-
vice model. Consider data ownership
and privacy issues. Is your data avail-
able for auditing purposes?

4. Is the tool compatible with your exist-
ing infrastructure? Does the tool offer
access through mobile devices?

5. Can the tool interface with external
business systems related to expense
reporting, such as accounts payable,
general ledger, HR and payroll?

6. Does the tool let you integrate your
choice of technologies, or does it work
best in a fairly closed environment?

7. Who will administer and pay for re-
programming the tool to interface
with the corporate accounting sys-
tem, accept card data downloads or
align with policy?

8. Who will implement the tool and
provide ongoing support? What is
the vendor’s standard implementa-
tion timeframe? Implementation in a
multi-location company can be com-
plex and costly.

9. Which departments—IT, accounting,
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etc.—can help evaluate such tools?

10. Can a third party host the tool to
avoid internal support requirements?

11. Does the system offer prepopula-
tion of expense reports with corpo-
rate card data? If so, is the data pre-
populated frequently and accurately?
Is prepopulation limited to standard
corporate card data or can it integrate
additional data, e.g. enhanced data
including additional legs of air travel
and hotel detail?

12. Can the tool categorize line items
as business or personal expenses?

13. How easy is it for cardholders to
review card charges, add details and
forward them for approval? Can there
be more than one approver?

14. Can the tool be customized to look
like your corporation’s existing forms
and automatically audit reports ac-
cording to your corporate spending
guidelines and policy? Can the tool
automatically flag and identify ex-
penses for value-added tax reclaim
and group expenses according to ac-
counting codes?

15. Does the tool offer receipt imaging?
What are the receipt imaging tool’s
success and readability rates?

16. Does the tool automatically convert
foreign currency transactions? Is it lo-
calized for taxes, government regula-
tions and business practices? Does it
provide historic exchange rates?

17. Can the system offer pre-trip travel
authorization?

18. Is the tool capable of providing
management reports at the same lev-
el of detail as the expense report?

19. Can the provider establish policy
compliance rules and controls within
the enterprise reporting system?

20. Can the tool evaluate bookings ver-
sus actual expenses, and can the is-
suer work with the preferred travel
agency for booked to billed reports?

21. Can the tool be used for expenses
beyond travel, including purchasing
card, fleet or small-dollar purchases?

Loyalty program tie-ins: Some card pro-
grams offer mileage, frequent stay or other
types of points for card usage. These pro-
grams can work for or against policy and
may impact rebate potential. A program
that offers mileage on a non-preferred car-
rier can promote leakage, but points also
can motivate travelers to use the card in-
stead of personal cards.

K. Related spending management programs




1. Procurement cards: Most T&E
charge card providers also offer card
programs for corporate purchas-
ing. There can be leverage in linking
vendor decisions about both kinds
of cards, even though air spending is
managed very differently than office
supplies. Purchasing cards may have
different requirements for taxes, pro-
cess reengineering, back-end data
integration and data capture. T&E
cards generally capture basic data,
while purchasing cards also capture
point-of-sale data, such as sales tax or
product codes. Purchasing cards also
provide new opportunities to improve
contract compliance, manage suppli-
ers and consolidate vendors to reduce
costs using global data management
tools. Look at approval and reconcili-
ation processes for T&E and purchas-
ing cards for opportunities to improve
or combine processes and data flows.

2. Meeting cards: Costs from meetings
can be up to 3 percent of a company’s
annual revenues, representing a sig-
nificant and largely untapped savings
opportunity. Provide corporate meet-
ing cards primarily to corporate meet-
ing planners to help track meetings
expenses, ensure compliance with
preferred hotels and other suppli-
ers and leverage meetings volume to
improve supplier negotiations. It also
reduces the need for written checks
and ensures proper expense alloca-
tion. Billing data can be integrated
into a meetings management system,
driving automated reconciliation and
more robust reporting.

3. A one-card solution: Some vendors
offer travel and entertainment, pro-
curement and fleet—or any combina-
tion—on a single platform. Examine
employee usage to determine any
benefit to such a combination and
understand the reporting distinctions
offered by the vendor.

4.Fleet cards capture enhanced data
at the point of sale, enabling manag-
ers to monitor fleet efficiency. Fleet
cards can be assigned to a vehicle or
a driver. Determine whether the card
can report mileage and identify fleet
vehicles.

5. Prepaid cards can be used for infre-
quent travelers, job candidates or cli-
ents.

6. Restaurant rebates or hotel discounts
can be achieved through special re-
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wards programs that give corporate
cardholders the opportunity to earn
points redeemable for hotel stays,
dining and more.

L. For reporting, consider your purposes in

using card-generated management infor-

mation to help determine:

1. How information is broken down

a. By spending categories

b. By activities

c. By organizational levels and units

d. By geography, language, culture and
currency

e. By industry and market

2. How many sources of data are inte-
grated into the reporting (e.g. card,
hotel folio, booked data, etc.)?

3. Who needs access to information and
how will they receive it? Do you need
to interface data to one or multiple
general ledgers?

4. Frequency of reporting data: How of-
ten are data downloaded into an ex-
pense reporting system?

5. Capability for electronic data trans-
mission and report generation

. Size and scope of a program

1. How many cards will you issue?

2. What determines who receives a card:
frequency of travel or number of ex-
pense reports? Rebate levels some-
times are affected by average spend
per card and cards in force, so having
many low-spend cards might lower
rebates and expanded liability.

3. Do you need luggage, traveler or can-
cellation insurance, purchase protec-
tion or roadside assistance?

4. Do you want to provide prestige-level
or executive cards, airport lounge ac-
cess, concierge services or free airline
companion tickets to some travelers?

5. Will you limit card use to business
expenses or let employees charge
personal expenses? If so, how will
employees pay for them? Do your em-
ployees have a delinquency history?

6. For individual liability programs, de-
termine company policy and proce-
dures for employees denied cards by
the supplier.

a. Will the company guarantee payment
for cardholders refused credit cards?
Can a prepaid card be issued? Will the
company provide denied applicants
direct billing or cash advances?

b.Will the company give support for
employees exceeding credit lines?

7. Determine a corporate policy on delin-
quency and late fee reimbursement,

and align this to your company’s T&E
reimbursement and submission dead-
lines. Set guidelines to suspend or
terminate cards.

8. Your travel volume and patterns

a. Spending by category, in order to de-
termine services for which your trav-
elers are likely to use a card

b. Spending per traveler

c. Your major locations

9. Restrictions on maximum amount per
transaction, frequency and ATM use
for cash advances

10. In which countries and what cur-
rencies will you need to issue cards?

[1I. VENDOR SELECTION

Issue a formal request for proposals or a
less-structured request for information to
spell out what you want from card vendors.
Consider creating a format or using an auto-
mated sourcing tool in which vendors must
submit bids and specifications to help com-
pare financial arrangements and services.
Such tools enable you to include a greater
number of vendors in the sourcing process
with virtually no additional effort. Include a
detailed schedule for the process. A bidders
conference can help address questions.

A. Reporting capabilities

1. Which reports are standard, and what
doesit take to get customized reports?
How are ad hoc requests handled and
priced?

2. Are hotel chain, property and spend-
ing category folio detail available?
How is it sorted and presented? Does
it break down geographical area by
chain instead of chain by geographi-
cal area? All major corporate payment
suppliers in recent years have worked
with hotel companies to break out the
hotel folio on card statements and
in management reporting to itemize
telephone charges, dining costs, tax-
es and business center fees, as well
as such ancillary expenses as spa ser-
vices and movies.

3.Does the card capture data on air
trips with more than four legs?

4. How are air ticket refunds tracked
and credited?

5. Can you build a hierarchy for issuing
reports, so some executives get sum-
maries and others get specific, de-
tailed reports for their departments?
Do the reports provide drill-down ca-
pabilities?

6. Which prior-period comparisons are




provided, so you can spot trends and
developing problems?

7. Does the vendor provide performance
benchmarks? Can you benchmark
your spend to that of other compa-
nies in the same industry or of a simi-
lar size?

8. What is the reporting frequency and
the time from close of billing to re-
port?

9. What is the turnaround time for the
vendor to produce a customized re-
port? What is the fee?

10. In which local languages and cur-
rencies are the product reports? Can
the reporting be rolled up to provide
a consolidated, global view?

11. Is the data captured and integrated
centrally across T&E spending data
sources, such as payment card inte-
grated with folio, enhanced air data
and booked data?

12. How long is data stored?

13. How often is the data reporting sys-
tem updated?

14. Is the system available on the Inter-
net or intranet?

15. Do reports meet travel and pur-
chasing requirements?

. Consider data access. As an alternative to

paper reports, most vendors provide data

in the following digital forms:

1. Online access: Data is stored on the
vendor’s computer or Web site and
reports are extracted remotely.

2. Downloading: The vendor transmits
account data to your computer.

3. Online query: The vendor provides a
report electronically upon request.
4.To create your own reports with ven-

dor-provided software, consider:

a. Frequency of account data updates

b.Does the software help create re-
ports, charts, tables and graphs? Can
it transfer files into programs for com-
munication and writing reports?

c. Will an administrator have to be
trained? Will support be guaranteed?

d.Is the data-access medium you want
available to your account?

e.Request samples of standardized
and customized management reports
from actual accounts.

f. Can the data interface to your general
ledger?

g. Can you split cost allocations?

h. What is the cost?

. Data security: How will data encryption

be managed. Who will have access to the

files? To what extent will you allow the card
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company to use your spending data for in-
ternal marketing and forecasting? How
many company employees will have ac-
cess to secure modes of data transmission
between the company and card provider?

. Billing policies and practices

1. Procedures

a. What billing cycles are available (dai-
ly, weekly, monthly, bimonthly or
quarterly), and how closely can bill-
ing coincide with accounting cycles?

b. Are statements available online?

c. Do statements include receipt facsim-
iles or list charges?

d. Can you pay online?

e. Can statements be customized?

f. What is the method and cost for con-
verting charges made in foreign to lo-
cal currency for billing? Card compa-
nies charge currency conversion fees
that range between 1 percent and
2.5 percent of the transaction cost,
and companies have been increasing
these in recent years, but fees typical-
ly are less costly than converting cash
in foreign countries, though foreign
ATM transactions can be even less.

2. Account reconciliation

a. Does the card vendor assist in recon-
ciling central air billings with tickets
actually used and assist in tracking
and reconciling electronic tickets?
Can it reconcile travel agency data
with billings?

b.Is enhanced data passed from the is-
suer to facilitate reconciliation? Is it
automated or manual? What is the
match rate?

3. Dispute avoidance and resolution

a. How does the vendor check state-
ment accuracy?

b. What are the procedures for report-
ing and tracking disputed charges?
Can you resolve a transaction dispute
online?

c. How are delinquent accounts, sus-
pensions and cancellations handled?

d.Does the vendor provide delinquent
payment reports on outstanding
charges after giving employees 30 to
45 days to pay their bills? Will overdue
accounts be canceled automatically?
Will there be a penalty if payment is
not made by a specific timeframe?

Liability provisions: Responsibility for fraud,

misuse and employee delinquency is criti-

cal for vendors and corporations. Vendors
usually have policies to address them, yet
seek clients’ help in minimizing exposure.

Agreements should cover:
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1. Exemption for the company from li-
ability for purchases made with lost
or stolen charge cards

2. Exemption from liability for charges
after the company notifies the card is-
suer of employee termination

3. The roles of the vendor and client in
dealing with delinquencies

4. Whether liability provisions vary by
country

5. Whether the card issuer offers option-
al insurance to protect the company
against employees’ unauthorized use
of the card

6. How losses will affect rebates

Fraud prevention: What controls are in

place? Does the vendor have fraud insur-

ance coverage? Who is responsible for
covering the cost of fraudulent purchases?

Define controls and establishment of spend

patterns at the beginning of a program.

Note executive travel patterns and coun-

tries visited, as they often get flagged in the

beginning of a program. What type of effort
will the card supplier make to investigate
and resolve the issue?

. Spending limits: Once, spending limits were

part of the definition of a corporate charge

card. Some products do not include spend-

ing caps.

1. Can limits be varied by cardholder,
rank, division or travel frequency?

2. If limits are used on the card, are they
monthly or rolling?

3. Can they be varied by type of mer-
chant, so a company can cap or block
spending with some retailers?

4.Does the provider have options for
cardholders with bad credit, like pre-
paid travel expense cards or corpo-
rate debit cards?

. Cash services and management

1. To provide travelers cash through a
charge card, consider:

a. Whether to provide cash access to se-
lected travelers or all travelers

b. Locations of automated teller ma-
chines and vendor offices in relation
to business destinations

c. Cash-dispensing and currency-con-
version fees

d. Varying limits on the number and
amount of cash advances by card-
holder, rank or place in the firm?

e. Cash advance reporting

f. Funding and payment processes

2. Some card vendors offer convenience
or courtesy checks that can be used
like cash; amounts are billed with
card charges.
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3. Reimbursement: Some providers of-
fer direct-deposit reimbursement to
cover travelers’ out-of-pocket expen-
ditures, reducing cash-related admin-
istration processes.

Most charge card programs provide sup-

plemental rental car insurance coverage,

but the terms vary. Consider:

1. What level of car rental insurance is
provided—collision or loss damage
waiver?

2. Is the insurance primary or secondary
coverage? Secondary coverage kicks
in only after exhausting the rental
agency’s or employer’s insurance.

3. What is the limit on a claim, the maxi-
mum rental period covered and the
type of vehicle? Some policies ex-
clude vans.

4. Are there age coverage limits?

5. Eliminate coverage that is redundant
with corporate coverage.

6. How will coverage and liability vary
by country?

. Air travel/accidental death and dismem-

berment insurance: Some coverage is

standard, but program details differ. Ask:

1. Is coverage door to door or only while
airborne? Does it apply only when
travel is via common carrier? Does it
cover terrorism? Does it cover per-
sonal travel purchased using the cor-
porate card? Does it cover unforeseen
emergencies?

2. Does it cover travel expenses, injuries
or deaths that result from accidents
or severe weather during travel?
Compare card base versus corporate
coverage to see how to handle acts of
war or terrorism?

3. Are other types of insurance offered,
such as:

a. Lost or delayed baggage and airline
default

b. Hotel burglary coverage

4. How does coverage vary by country?

. Emergency services: Inquire about refer-

rals for local doctors and lawyers, lost
passport, driver and financial assistance.
Trip-planning and follow-up offerings

1. Destination information

2. Service provider discounts

3. Visa and customs regulations

4. Track and reclaim value-added tax

. Executive card features: Although premier

level cards have higher annual fees, pru-
dent distribution of these cards can be a
good value. Features can include airport
lounge access, increased insurance cov-
erage and delivery services for baggage

checked on airlines.

. Does the vendor provide programs that

offer dining discounts, special pricing or
services? Some payment vendors have ne-
gotiated rates with hotel or car rental sup-
pliers to provide clients discounts any time
the card is used.

. Vendor background

1. Cards issued, management team ex-
perience, growth rate

2. Charge card history, related business-
es and financial results

3. Organization and infrastructure

4. Multinational support

5. Current financial strength

6. Related and complementary prod-
ucts, including other payment prod-
ucts, automated sourcing, contract
management and spending manage-
ment solutions.

7. Experience training for the account
management team that would be as-
signed to your corporation.

8. Ongoing support and consulting for
card program expansion

9. Capabilities as a provider for payment
reporting tools

. Acceptance: Vendors compete aggres-

sively on these numbers, so make sure fig-

ures are meaningful.

1. Number of merchants honoring the
card by business category and region

2. Assess acceptance for the type of
card you will be using. Most airlines,
hotels and car rental firms accept ev-

ery corporate card. T&E cards differ
by restaurant and retail merchant ac-
ceptance. There are vast differences
for procurement cards.

3. Does the card issuer have a dedicated
internal group or an alliance with an
external company to initiate card ac-
ceptance for key vendors without it?

4. Certain merchants that traditionally
did not accept charge cards, includ-
ing taxis, have begun doing so in re-
cent years.

. Evaluate both immediate and long-term

vendor support for strategic and mechani-

cal matters. This includes:

1. Implementation

a. How long will it take to launch?

b. What is the enrollment process?

c. What training materials and resources
will be provided? Does the vendor’s
software have built-in help documen-
tation for reference?

d. Will the vendor monitor the launch
and field questions?

e. Can the corporation ensure success
of the launch?

2. Account management

a. Will there be one or more individuals
dedicated to your account? If not, how
much time will support personnel allo-
cate? Confirm the experience of your
selected team, and the average length
of service provided to a client. How
many clients will that person handle?
Confirm who your executive sponsor




within the vendor will be and his or
her contact information. Is there an
implementation team? Who would
you escalate issues to if needed dur-
ing the implementation? When and
how will your account be transferred
from launch to ongoing relationship
management team?

b. What are the vendor’s procedures for
measuring satisfaction, troubleshoot-
ing and problem resolution?

3. Card administration

a. Will your company have a dedicated
service team, even if you select more
than one card vendor?

b.Can you apply for cards, terminate
accounts, change addresses and per-
form other account maintenance on-
line in real time?

c. Is there a 24-hour worldwide number
to report lost or stolen cards? What
are provisions for replacing them?
How long does it take to issue a re-
placement? Set a performance metric
in this area and report it monthly.

4. Merchant support. What are the pro-
cesses for converting merchants, par-
ticularly for the purchasing card?

R. Some travel agencies are aligned with or

owned by credit card providers.

1. Coordinated management reporting.
Match TMC and card vendor data to
more quickly spot discrepancies in
travel reservations and actual spend.

2. There may be some advantages in im-
plementation and coordination where
travel agencies have established rela-
tionships with card vendors.

3. There may be negotiating leverage in
bringing card and travel business to
organizations that are partners.

. Does your company do business with a

card provider in other areas? If so, secure

intra-company assistance to further drive
down costs or increase payment incen-
tives based on pooled volume.

International vendor capabilities can be

difficult to accurately assess. For a multi-

national card program, focus on:

1. The issuance and administration of
corporate cards

2. Consolidating international manage-
ment information

3. Service and support provided locally

4. Reporting and billing

5. Differences in features and benefits
by country

6. Contract and underwriting require-
ments, such as central versus mul-
tiple contracts
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IV. MAKING A DEAL

When negotiating, remember that a charge
card vendor is most motivated to control the
variables of funding and card issuance costs
and credit losses, but also is interested in
float and how quickly you'll pay your bill.

A. Fees

1. Most commercial card vendors have
done away with annual fees, even for
smaller corporate customers with an-
nual air spending as low as $1 million,
but they still may charge fees associ-
ated with mileage loyalty programs
and elite member privileges.

2. A vendor may waive fees for a smaller
account if the corporation is willing
to assume liability for all employee
charges, if the company has a good
credit history or other card programs
or banking relationships with the ven-
dor orifit is located where the vendor
wants to build marketshare.

3. Other fees to negotiate and define:

a. Penalty charges, late fees and over-
the-limit charges: Are these fees as-
sessed monthly or applied to every
charge made over the limit?

b. Fees for such services as cash advances
from automated teller machines, loy-
alty programs, management reporting,
foreign exchange, reconciliation and
daily expense reporting

B. Rebates: To be competitive, a card vendor
sometimes will pass back to a corpora-
tion a share of its fees from merchants for
charges on an account. Most issuers want

a three-year contact.

1. Rebates are tied to the company’s
travel volume, spend per card, pay-
ment terms, average transaction size,
losses, whether a loyalty program is
part of the requirements and other
performance factors. Equally impor-
tant is client credit performance.

2. Payment terms and the corporate
commitment to get employees to pay
on time affect rebate negotiations.

3. Typically, rebates average between
.25 percent and .80 percent of compa-
ny volume, but for large spenders re-
bates can exceed 1 percent. Rebates
based on performance are generally
remitted to companies annually. Con-
firm any large ticket exemptions to
rebate calculations. Maximizing float
sometimes can be more cost-effective
than securing a rebate.

4. Ask the vendor to define rebate cal-
culation structure, performance fac-
tors and payment schedule.
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5. Ask the vendor to provide support
documentation for all of their rebate
reductions, including bad debt and
frequent traveler program charges.

. Ask the vendor to demonstrate how the
proposed program will save money. Pro-
vide information on current methods and
costs for such functions as cash advances
and expense report accounting.

D. Specify contract length, study limitations

and responsibilities. Spell out specific im-
plementation and service requirements in
writing for legal review.

Some corporate payment system vendors
will incorporate company logos or co-
branding on the actual card face. However,
putting the company name on corporate
cards identifies them to thieves, so not do-
ing so could be a fraud-prevention mea-
sure. Determine options that reflect com-
pany culture and corporate identification
policy.

Be aware of blackout periods and timing is-
sues in entering negotiations.

V. IMPLEMENTATION

Communicate with your corporate travel-

ers in advance of rolling out a card program.
Be ready for their questions and confusion.
A. Planto roll out the program in manageable

pieces. Determine the unit most ready to
adopt the card.

B. Announce the new payment program in

C.

advance of the date that the cards are

activated. Back it up with a direct letter or

memo. Your issuer may be able to provide
templates for internal communications rel-
ative to the card program rollout.

1. Sell the program in terms of traveler
convenience and service benefits.

2. Communicate policies governing the
use of the card and specify how viola-
tions will be handled. Determine card
control features, such as spending
and velocity limits, based on policy.

3. Get a senior executive to endorse the
communiqué.

4. Get cards into travelers’ hands just
before cards are activated.

Establish a point of contact for input and

questions from travelers.
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