HOTEL NEGOTIATED SAVINGS
MEASUREMENT: A RECIPE FOR SUCCESSFUL
HOTEL CATEGORY SPEND MANAGEMENT
Companies’ biggest barriers to savings & value is how they do the math
NOT ALL CALORIES ARE EQUAL
If you’ve ever been on a diet, you probably know not all calories are equal. You
could eat 1700 calories of potato chips and chocolate bars, or instead choose
the same number of calories in lean proteins, leafy greens and avocados.
While junk food provides immediate gratification, the healthy options provide
long-term health value and benefit. The same choices are faced by
procurement teams! In many travel programs today, buyers are seeking
immediate gratification by securing negotiated discounts without thinking
about if, when and how those deals will be consumed by their travelers.
This disconnect can be seen clearly in hindsight—hotels reduce the number
of rooms available at a company’s negotiated rate, leading travelersto book at
higher rates. Or, travelerswill do what they think is best for themselves and the
company and find lower and better rates in another channel.

Many Advito clients have

40% to 70%
of their preferred hotels in
markets with less than 100 room
nights per year.

COMPANIES REWARD UNHEALTHY CHOICES
For many years, the health of the travel program has been measured in
savings. Companies have pressured their suppliers and TMCs to demonstrate
value in the form of bottom-line performance rather than how the program
contributes to the top-line growth and broader corporate strategies. In an
effort to simplify hotel program management, companies define success by
the number of rates negotiated. Often this results in travel buyers spreading
the program too thin, selecting properties in markets where they have no
leverage. And, more often than not, this strategy results in a massive
difference between projected savings based on negotiated rates and actual
spend.

Travelers assume that if they're
booking a preferred hotel, it's
the best deal. But often times,
it's not.

BALANCE THE COST-VALUE EQUATION
There are some new negotiation tactics to consider and more
importantly, analytics to keep your suppliers accountable to their
commitments. Many companies overlook commission structures when they
sign chainwide agreements because they can’t count them toward the metric
they are using to show savings with negotiated rates. It’s a similar frustration
with ancillary spend, if a negotiated hotel rate includes breakfast, it doesn’t
count as savings. And yet, when you add up what the room and breakfast
would cost the company when purchased separately, the negotiated package
will likely be superior.
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The real issue lies in how companies quantify the actual value of their
program. The great news is that there are new tools and resources to better
articulate the value of individual rates throughout the booking process,
.
without creating a significant
change management issue for your travelers.

NEW METRICS OF SUCCESS
There is a lot of incentive to take a more aggressive approach to
measuring hotel program performance. Your suppliers certainly are
taking a more dynamic approach and using real-time data to maximize
revenue.
How can your program analytics help to shape a hotel strategy that
drives long-term value for all your stakeholders versus success that can
only be demonstrated in hypotheticals?

Understand the needs of your travelers and define the
right mix of hotels and extended-stay properties in
your top markets, or those markets where you
anticipate growth.

AGILITY IN PROGRAM STRATEGY IS KEY
BUT THE REAL IMPACT CAN BE SEEN IN THE WAY YOU
MANAGE IT AND MEASURE PERFORMANCE.

Measure your savings relative to the average booked
rate at a market level. The bygone metric of measuring
success against an average property rate or last
year's negotiated rate has very little grounding in
reality, given the disparity in how and where rooms are
sold at any given moment in time.
Actively monitor rate availability and communicate
performance with your suppliers regularly. This will be
a great lever for re-negotiation if they are not holding
up their end of the bargain.

Negotiate only in markets where you have leverage.
Ensure you have enough volume to justify the
number of preferred hotels.
Go for current market prices where there is less
volume. Use market-level rate caps to manage spend.
Adapt your program throughout the year, challenge
suppliers that aren't living up to their commitments,
add and remove hotels as necessary, and use the
changes as an opportunity to solicit traveler feedback.
Direct travelers towards booking the best value rate
instead of encouraging travelers to simply book
preferred. Driving spend to a property when it's not
the best value hurts your company on the front end
and negatively affects future pricing.

Watch the market before and after a hotel booking is
made so you can guarantee the best available price and
options for your travelers.
Enlist the support of your travelers by communicating
program goals and benefits, educating them on changes
and even providing them with their own scorecard on
how their booking behavior is impacting savings goals.

ORGANIZATIONAL ALIGNMENT
Back to the junk food analogy. We know that there are no long-term benefits by eating
empty calories, they rarely even keep us full for long. Conversely, eating
nutrient-dense foods not only keep us fuller for longer, but they help our internal systems run
better and improve long-term outcomes like maintaining a healthy weight or reducing
our chances of developing diabetes or heart disease.
A value-driven travel program requires all stakeholders and systems to communicate effectively and clearly define the long-term
outcomes they wish to achieve. This means, in some cases, unprecedented collaboration between procurement and travel managers to
rethink accountability for both teams. It’s now possible to document program savings from market rate caps, money saved by rebooking
lower rates through price assurance tools, traveler scorecards that demonstrate improvements in booking behaviors and ultimately, a
quantifiable measure of satisfaction with the program itself.
When you establish your goals, you can choose which of the incremental adjustments will make the impact you’re looking for. Just like
when you decide to improve your health – you don’t decide on a meal plan once a year and you don’t rely on food to be the only variable
in your success. Sustainable change happens in stages and is reinforced when you share performance data with everyone that’s
contributing to the success.
Are you ready to make a few changes and start incorporating more value-driven decisions to improve the health of your travel program’s
bottom line? Now is a great time to get started.
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