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I.  Introduction: Save on Your Travel Program
There is so much talk today about things like re-inventing, reforming, re-engineering or re-thinking, downsizing, adding value, and the list goes on.  Have you ever stopped to ask yourself why is there a need for these innovative measures?

Well, the motivation for these types of concepts have been caused primarily by a number of things but most obviously from recent economic hardships.  Yes, this is a result of companies having their backs to the wall.  Most experts feel that this way of thinking has become the wave of the future, and, in effect, there's no turning back to the old way of doing business.

So, how does this type of thinking affect your job as a corporate travel manager?  Should you also subscribe to this school of thought?  

Since the outlay for travel expense has gotten so much attention from corporate executives in recent years, so has the scrutiny of the way business travel is managed.  This comes as no surprise because business travel involves many billions of dollars each year as an industry and it's growing by leaps and bounds!

The corporate community, in fact, has a real need to make meaningful improvements on the 'bottom line' and this can be accomplished to a large degree by reducing the cost of corporate travel.  

The challenge that now exists, however, is how will this be accomplished to the fullest possible degree?  How can the average company add value to travel and reduce the cost of making business trips?  Haven't all possible combinations of corporate travel cost reduction already been exhausted?  Short of spending a small fortune for sophisticated travel management technology, is there any way to become much more cost effective without giving up quality and convenience for company travel?

Yes, there is!  This booklet will reveal one practical way to do this.  But, let's first take an inventory of what's already being done to control travel costs.

Traditional Ways to Save
To help reduce expenses some companies have simply temporarily suspended company travel altogether until things 'improve.'  Although this is an obvious way to realize travel cost reduction, it also greatly inhibits the growth potential for the company and may cause more harm than good in the long term.  

In a more practical way, other companies will follow the course of 'firming up' travel policy and stepping up efforts to negotiate the best possible rates for company travelers.  This is a commendable travel savings strategy and a necessary element for corporate savings from year to year.

Another traditional way that companies will reduce business travel costs is by experimenting with concepts such as 'networking' and 'benchmarking' to help enhance the current travel program.  By borrowing travel ideas from other corporate travel programs that are similar in nature to their own, companies are realizing measurable travel savings. 

To a greater or lesser degree, all of these methods do help to contribute toward better savings on corporate travel.  But, does this mean that every possible attempt is being utilized to save?  Could there perhaps be another concept or two that the average company may not have considered as yet?

New Techniques for Major Savings  

Travel management has become more progressive in recent years.  A lot of attention is being given to our profession, and rightly so.  New technology is being developed by the day, it seems.  But, along with this technology often comes an expensive price tag.  That alone is usually enough of a discouragement for companies with smaller annual travel outlays.  The idea is to reduce costs pertaining to travel instead of creating larger obligations.  The question is, 'are there any options left for the smaller travel budgets?'

Aside from traditional methods, there are other ways that greatly contribute to the overall success of reducing business travel costs for your company!  

The following program is one that will greatly help you to achieve your travel savings goals.  This program is designed especially for the small to medium travel program and specifically for the needs associated with it.  Now you can have more confidence and clout to accomplish major travel savings in the market place and other areas.

Read on to see how you can add value to your travel program at a fraction of the cost you might otherwise expect to pay.  This is your new guide to successful corporate travel cost reduction. 

II.  Overview on:  The Value of Travel Savings
Standard methods for controlling costs are getting maximum use today.  Yet, there still exists an obvious need to become better.  Since corporate travel continues to grow into the many billions of dollars annually, new innovative principles are greatly needed to help travel managers achieve important cost savings and containment goals.

Within this dynamic industry there are many concepts to consider which can to some practical extent improve on how travel is managed.  But, here is one innovative technique specifically designed to add value and better manage your business travel program.  This concept will no doubt put you in the drivers seat for controlling corporate travel costs.

Fundamentally Sound Concept
This principle starts with the basics-the fundamentals-and progresses to a level in which you can enjoy tremendous savings on your very own program.  This innovative concept will complement your existing program so that you can travel more cost effectively.  

Now you can experience the thrill of seeing your travel department take on a new role as a 'profit center' simply because of this innovative yet practical approach.  

In fact, if your annual travel outlay is between $50,000 and $5 million annually, you will soon be able to save a substantial amount on corporate travel.  This savings is in addition to what you already enjoy on your program today.

A Program Illustration
To Illustrate how this value added travel program works, consider this:  

Let's say that You, the Travel Manager, set out to determine what your cost to any given city will be in the future.  Although you may have a general idea of some aspects of travel to a limited number of cities, your goal this time will be to have this knowledge about all cities visited.  

Certainly, such knowledge would put you in full control of your travel savings potential.  You are, in fact, actually pursuing the knowing of trip costs even before each trip begins!  You may initially feel that this objective is impossible, but, it's really a very practical goal.

You will soon know what your costs should be for each business trip before the traveler even leaves the office.  That's the type of power that you as the travel manager will need to effectively control business travel costs from this day forward.  Indeed, this extremely important knowledge is what every Travel Manager in the corporate community will covet.

So, to get started, your first objective would be to collect data from expense reports.  You'll then arrange this data by destination in order to determine your costs to each city.  Your next objective will be to then take an immediate discount from the average cost to each individual city.  This discount should be somewhere between 10-20% to start.  This is your pre-trip cost.  You may later increase or decrease this discount depending on the savings potential available for each individual city market.
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This 10-20% discount, as you noticed, derives from your travel history data.  This data is extracted from your expense reports for the past 12 months.  It is your travel history that will be researched.  This is, in actuality, recent history of past trips to any given city.  Based on what you discover, you will then project exactly what each trip should cost the traveler and at a discounted cost.  Only airfare would be an exception to this research because it changes so often (there is a later section specifically devoted on how to account for airfare).  

You've just reduced your cost for all trips by a minimum of 10%!  This projected trip cost will then be communicated to each traveler-prior to each trip being taken-from this day forward.

Incentives for Savings
Once you've worked hard to arrive at this critical point for travel cost reduction, you'd want to start educating your travelers about your savings goals-and more.

Tell them that they have a key role in the success of this program and emphasize the need for their cooperation.  Show your travelers that this campaign can be beneficial to each and every traveler-as well as to the company.  Create and implement an incentive program that they will fully support, and thus, the company can achieve maximum savings.  Yes, throw your travelers a bone and watch them go for it!

'Throw Them a Bone'
Since you already know what each trip should cost the company (based on the amount of time spent in travel status) you can create an efficient, yet simple, traveler rewards program.  In a nutshell, you will tell your travelers how much each trip should cost, and, then tell each traveler that should he/she make the trip for say 15% less than the projected amount-the traveler could keep the difference of the discounted amount and actual costs-as a cash reward (Note: such cash rewards are taxable income and should be treated in accordance to the laws that govern them).

You have just positioned yourself for at least a 25% total savings for each trip!  This is reconciled as a 10% initial savings from your projected trip costs, and, an additional 'incentive savings' of 15% from your travelers; to equal a total of 25% savings.

Likely, this type of simplified Traveler RewardsSM program (or, incentive program) will catch the eye of your travelers and it will add much value to your program by causing travelers to be more cost conscience when traveling on behalf of the company.  Your desired reaction of course will be to have the traveler spend his/her corporate travel money as if it were their very own.  This attitude translates into big savings for your new travel program!

Another Program Example
Another variation of that same incentive program might be to say:  

"The traveler can keep half of whatever the 'final trip cost' will fall under the 'projected trip costs.'"  This still allows the traveler lot's of room for creativity-but, it also allows for a much greater opportunity for savings on behalf of the company!  

For example:  If a trip cost is projected at $1,750 (based on 80 hours in travel status) and the traveler actually completed the entire 80 hour trip for $500 (by utilizing frequent traveler coupons-among other cost cutting options).  The traveler will pocket half of the savings, or $625-as taxable income.  But, more importantly, the company (which already saved 10% before the trip started [which approximately equals $195] ) will now reap an additional $625 savings.  The company saves a total of $820 or 42% on this particular trip.  
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The average cost of this trip before the value added program began-cost the company about $1,945 (before being reduced by 10% to $1,750).  Now this very same trip cost the company only $1,125!  This is a substantial savings that was highlighted by the motivation that you gave your travelers to help reduce costs.  

Also, by projecting your costs for every trip before it even begins, you imply to your travelers (and others) that you've done your homework and that you know how much this trip should cost.  Your first benefit is that they will not tend to abuse any travel privileges and exceed the prescribed amount.  Your second benefit is that you are now in a position to allow the individual traveler to voluntarily become creative in the cost reduction of each of their own business trips.  It'll be as if a whole new window of opportunity is opened to them, and you.  Value added travel management works!

Yes, you now have the potential to save from 10-50% on each business trip!  You are definitely on your way to being in total control of your corporate travel dollar! 

Travelers Know How to Save
Ideally, as you implement this new savings technology, you will see your travelers making trips in a similar manner as they would for their own personal needs, without necessarily sacrificing any convenience or safety.  Your travelers know how to travel more cost effectively but they usually won't do it without encouragement. 

Travelers not only have the 'know-how' but also the resources to make a difference in the cost of each business trip.  As we have discussed, this can translate into a great savings for the company.  Therefore, you should acknowledge the individual power of each of your travelers.  They can each help you to save tremendously on company travel.

This concludes our overview of how this concept will work for your own corporate travel program.  Let' s now consider the specific details that are involved in implementing this basic yet innovative technology.  We'll use a Step-by-step approach.

III  An Innovative Step-by-step Process 
As mentioned earlier, the first thing we need to do is our homework.  

Many years of experience in the travel field have convinced me of the need to always be willing to use hard numbers to achieve the results that you expect in both the long and short term.  Therefore, let's start with the basics by collecting the necessary data that will lead us to major savings.

Seven Steps to Major Savings

This doing of your homework is nothing new to travel managers, especially during these difficult economic times.  So, let's take a moment to first list the sequence of steps that we are about to use in guiding us to increased travel savings.  

We'll make it our goal to achieve the following steps in this chapter:



Step #1  Determine the current full travel program costs.



Step #2  Calculate the average cost per hour.



Step #3  Projecting costs for future business trips.



Step #4  The "Traveler RewardsSM" Program.



Step #5  Promote your new incentive program to every traveler.



Step #6  Measure results and ensure continuity.



Step #7  Develop a progressive savings program.

Step #1  Determine the current full travel program costs.
Before any sizeable achievement in travel savings can be made, you have to first establish where you currently are.  This will be accomplished by taking 'hard numbers' of your recent travel program and using them as a snapshot of what your travel expenditures now represent.  

You're putting yourself in a position to measure your program in sort of a 'before and after' format.  And, this can be done at any given time period in the future-by using the original snapshot and comparing it to new statistical data of your travel savings program.  This step also ensures you of a way to see where your are, where you've been, and, where you're going in order to make any necessary adjustments (i.e. increasing or lowering the savings percentage).

The Systematic Approach
The following is a method that I've found works well for me, therefore, I'll suggest the same approach for you:

(a)  First, to help lighten your load of performing in-house data research, hire a temporary employee.  This will be only for a day or two and the cost involved will be well worth the investment.  Afterall, you probably won't have the time to personally handle this manual aspect of your research.  The use of temporaries is a very common and acceptable practice in business today.  I'm sure you will see the value in this handy resource.  

Have this temporary employee make clear legible photocopies of expense reports and receipts (especially airline and hotel receipts).  Do this for all expense reports for the last 12 months.  

The purpose for this time consuming project is to position us to collect all the vital information pertaining to recent corporate travel history.  This is practical for companies with annual travel outlays between $50,000 and $2 million.  In fact, this can be used for budgets up to $5 million, but, it would require two or more temporaries for a project that size.

Once you have all your photocopies, have them arranged in chronological order and batched by each month of travel.  This should be based on the date the expense report was processed in your accounting system.  

You will now have 12 batches of photocopied expense reports.

(b)  Next, contact your accounting department and ask them to provide you with the General Ledger Accounts on Company Travel for each month for the past 12 months (12 sets of general ledger copies).  This should be a detailed general ledger that shows you what travel expenses are hitting the travel accounts each month-so that a comparison can be made at a glance.  

The purpose of this step is to balance back to what your accounting system is telling you about your travel costs for each month.  Ultimately, you will balance back to the corporate financial statements for the travel accounts.  But, in order to reach that goal, you must first balance each month as you go.  Make sure that your photocopied expense reports equal the monthly total for your travel accounts for each month.  (Note: you are now finished with your temporary help).

(c)  Once you balance your expense reports to your financial reports for the past 12 months, you can be confident that you have a full representation of corporate travel information.  Next, create a spreadsheet by using your expense report information (see Exhibits A & B attached).  

The purpose of this step is to show you the travel patterns of all trips taken over the last 12 months.  You can use your current spreadsheet software instead of making any additional purchases for this project.  Just make sure that your software allows you to sort by column and row.  You have just avoided purchasing expensive travel accounting software that can cost from $25,000 and up.  As you will later see, your current resources can guide you far beyond the results that those sophisticated/expensive software products can.

Once you decide what type of information will better aid you to manage travel, you can create models on airline, hotel, rental car, travel agency, meals, and others.  You may want to know things like: how many room nights, city airline segments, size of cars rented, etc., for each company department, individual, or otherwise.  Remember that the more information that you desire from your expense reports, the more labor intensive this part of your project becomes (see Exhibits C-K).  

Your categories on this spreadsheet should be broken out in such a way that you will be able to determine your exact costs for each area.  The purpose of this is to be able to project your cost to any given city that your company travels to in the future.  Balance your completed spreadsheet with your financial documents again to make sure that your full travel program is represented.

For security purposes, save your spreadsheet under two different names (such as 'Snapshot' and 'Travel').  Use the first file as a master copy, protect it from any changes, and, secure it in a safe place.  Use the second file for project work files.  You'll use this one to create all other files or reports that you desire.  

(d)  Once you've created your two separate files, you are now ready to do some sorting of the work copy.  You will be able to make some very informative reference reports at this time if you wish.  However, the first key report that we're interested in right now is what we'll refer to as the 'City Cost Report'.  

Go ahead and name this file and perhaps save it on a separate floppy disk all it's own.  Repeat this process each quarter so that you have 4 quarters on this floppy disk at the end of the fiscal year.  This gives you the opportunity for program analysis by seeing your progress from period to period.  It also provides you a means of annual program reporting.

Create your City Cost Report by sorting your entire spreadsheet by the traveled to city.  Subtotal your cost for each city (or create a macro that'll do this automatically, or, utilize formulas accordingly).  This will show where you've traveled to over the past 12 months.  Separate your domestic cities from your international cities but use the procedure covered in this booklet for both types (see Exhibit L).
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You now have the cost for each city, but, we're not done yet.  Make sure you rank the domestic cities (then the international cities) by the frequency of trips taken to each city.  For example, if you traveled to 50 different cities over the past 12 months you should show them as #1 through #50 (#1 being the most frequently traveled to city and #50 being the least).  

Next, balance the subtotals back to your financial reports.  This ensures that you've accounted for all trips and cities.

(e)  Now, separate your top cities that represent roughly 80% of the total budget from that 20% that represents the lower end of the budget (or, use a 90/10 ratio).  Do this for both domestic and international cities.  Concentrate on the top cities on an individual basis and consider the lower end cities to be as if they were only 'one unit' or city.  

This whole process will eventually allow us to project costs before any trip is taken-even to cities that you haven't traveled to over the past 12 months.

Save your work and print a hard copy for your reference and files.  (Note:  As you create new files, name and save them as you go.  You can expect that you'll have several reports by the time you reach the end of these seven steps).  
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This preliminary work has brought us to the next step of calculating the average costs to each city.  Our unit of measure will be on a per hour basis.  Again, this is a concept that is based on the averages of 'hard numbers' which will ensure you of the savings that you want and deserve.    

Step #2  Calculate the average cost per hour.
By taking your top cities one by one, let's calculate your average cost by travel category based on the time spent in travel status for each trip.  

First, set up a totals row for all travel categories and use formulas to calculate the sums (i.e. airfare, hotel, rental car, meals, hours, etc.).  Our objective is to determine the average cost for each category (include airfare but this will be for informative purpose only-projected trips will not depend on airfare averages simply because that number fluctuates so easily (see Exhibit L).  Refer to Step #4 of this chapter under the section entitled "Accounting for Airfare" to see how airfare will be projected).

In calculating your trip hours, remember that some companies have travel policies which allow the traveler to count 1 hour prior to plane departure and 1 hour beyond plane return-as a part of the business trip.  If this is your practice, please remember to add 2 hours to the total hours for each trip taken during the period being considered.  For example, if there is a trip that was taken and the airfare receipt shows that it covered a total of 72 hours, simply add 2 hours to that trip which now equals 74 hours for the full trip.  

(warning: You must be consistent with this procedure for calculating trip hours to ensure accuracy-since this can result in your calculations being slightly off the mark.)

Your first formula row gives you the total of each category.  Add another row directly under that to automatically divide these totals by the total hours invested in that city for the past 12 month period.  This will give you the average cost per hour for each category for that particular city.  Again, don't be overly concerned with the airfare portion since that amount is so dynamic.  Look at this new found information as a definition of travel costs incurred as a company for the past 12 months.  It's kind of like looking at an annual detailed General Ledger on a cost specific basis.  What's more, you've also broken this information into time units of measure.  (Note:  Most companies know how much they pay their employees per hour to work for them but do they know how much it costs to have them to travel to a certain city per hour?  You've just given yourself that knowledge.  You may later chose to expand on this principle in order to see how much money the company invests in having each employee in travel status as compared to non-travel status.  Some companies are curious about things like these.)  

Let's continue on to the next step.  We want to now concentrate on how our travel researched data will reduce future expenses.  This is a key step, yet simple.  We are now ready to reduce the cost of future trips by at least 10%!

Step #3  Projecting costs for future business trips.
To project costs for future trips, start again with your top cities one by one.

Start another row directly under the previous row.  By using the averages for each category (except hours) reduce each figure by 10% and divide that number by the total average hours for that city.  You can accomplish this by inserting a simple formula that will calculate this automatically.

These reduced figures become your hourly Projection Amounts which will be used for each trip in the future for that city.  Repeat this procedure for each city.  This should be done first for your top cities which will represent approximately 80% of your annual travel outlay for the past 12 months, then, do the same for your remaining cities as if they were one city.  Or, you could use the same principle for each lower end city individually if you feel that the dollar amount for each city would warrant this (see Exhibit M).  

Part of our objective here is to set a cost standard for any given city that you might travel to in the future.  For example, if you suddenly began to travel to a city that you've never traveled to in the past, you will need this standard to be able to project costs for that city.  That's why I recommend looking at your lower end (20% cities) as just one city and use those figures for new and less traveled to cities.

Congratulations!  You have just reduced your average expenses in each city by 10%!  

You are now in the position to tell your travelers how much you expect each trip to cost (airfare is explained later).  You've already secured your savings prior to departure.  This implied cost will save you money even if the traveler does not voluntarily participate in the incentive savings programs (this plan will be discussed later in this booklet).  

Nonetheless, you have demonstrated that you've done your 'homework' and that you feel confident that this trip should cost a certain dollar amount.  Your travelers will have to respect this.  They will react by watching costs more closely, regardless of any other variables.  Thereby, you have also just formed some attitudes that help promote corporate travel savings.

What progress have we made?
Now, let's take an objective look at our achievement thus far.  We'll compare our progress based on the data that we've seen.  This is the projected cost for trips on an individual city basis.  

Let's say that the travel pattern for your #1 top city last year resulted in a $1 million business travel outlay.  

Now, if that travel pattern remained the exact same for the next 12 months, you are now projecting a total cost of $900,000 which is 10% less than before.  This is a $100,000 savings projection to your top city!  Imagine the savings for the balance of your travel program.  

You now have the flexibility to increase your percentage of savings in whatever city you desire-on an individual city basis.  I strongly recommend that you begin with between 10 and 20% for the entire program.  This allows for your travelers to have the opportunity to help you save even more through an incentive program that you will want to institute.  

Through such an incentive program your travelers will fully support all your business travel savings efforts.  But, remember, if your travelers can't realize a benefit for them, they won't volunteer their support willingly.  If they see a value in it for them, they will eat it up!  The section on "Traveler RewardsSM" will help you to have a better understanding on this subject.

A Flexible Program
By using your new technique continuously, you can increase (or decrease) your savings as often as you like.  You may chose to do this every six months or each year.  You can change from 10% reduction to 15, 20 or even 25% in any specific city market that you believe could handle it.  A word of warning would be for you not to get greedy because you could easily stifle your savings opportunities and your savings program.  

Use good judgement and help your company to increase it's bottom line through innovative travel management!  Now, let's look at that incentive program.

Step #4  The "Traveler RewardsSM" Program.
The airlines do it, hotels do it, the rental car companies do it too!  So, why can't you do it?  

What are we talking about here doing?  It's the creating of an appealing frequent traveler program.  But the major difference is-this one is sponsored in-house!  Impossible you say?  Not at all!  In fact, it's very realistic.

Frequent travel programs are flourishing in this industry and many travelers are signing up for them whether or not they ever plan to fully utilize their reward potential.  Statistics show that, in fact, many of all frequent flyer awards that are issued are never redeemed.  Regardless, the travelers line up for these programs.  Most frequent travelers even belong to more than one frequent flyer or frequent guest program.

Make 'perks' work for you
For those who might have the ability to cash in their rewards, business travel suddenly comes close to being worth the inconvenience and hassle that is involved with it.  It's an obvious fact that the company certainly will not compensate the traveler financially for leaving their family and comfort of their own home for business travel.  Yet, the traveler may be deserving of some type of compensation for his dedication to the employer for traveling out of town.

Frequent travelers have been around the 'travel block' more than once or twice.  They know exactly how to play the game of shopping for a good deal.  They are also constantly on the watch for 'what's in it for me.'  Travelers generally want to get something for the sacrifice of being out there on the road.  Therefore, is it any wonder that travelers sign up for the frequent flyer, frequent guest, and other frequent traveler programs that exist?  If there were more to chose from, the frequent traveler would no doubt sign up for them too!  Can you blame them?

So, then, it might just be the right time for the corporate travel manager to get in on the act.  All the travel vendors already know how well frequent traveler programs work.  Why shouldn't the travel manager also acquire that type of innovative vision and add tremendous cost saving value to the corporate program?

You can make it so that Business Travelers can now enjoy an in-house rewards program.  This would be similar in nature to that of the many travel vendors' frequent traveler programs.  
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No doubt you're familiar with the grand success that the airlines have enjoyed for years with the frequent flyer programs.  Have you noticed how the hotels eagerly joined the ranks so that they too can lure business travelers their way?  Results show that these programs do affect the attitudes of business travelers by remarkably swaying their patronage in a certain direction.  Is it any wonder that other travel vendors-and even non-travel vendors-have in some way supported frequent traveler programs?

The point is, reward programs are appealing to travelers-and, they support those programs that reward their patronage.

Join The Bandwagon
Frequent traveler programs appear to be here to stay.  That often translates into headaches for the travel manager, but, there is a more beneficial side to this concept.

You, as the travel manager, can start your very own incentive program 'in-house.'  Such a program can help you to reduce the cost of any given business trip by as much as 50% or more!  

Like many other vendors, you can now enjoy the benefit of profit from your business travelers.  You're actually ready to create your very own  "Traveler RewardsSM" program without purchasing any additional computer products or software!

  Prepare for the Incentive Program
Here are some necessary steps that will be needed to implement your very own in-house "Traveler RewardsSM" program:

(a)  Start by re-designing the corporate expense report and distributing them to travelers.  

This should be a 2 part expense report with the top copy as the original and the bottom copy (stiff copy) doubling as a rewards coupon.  You will want to have an expense report that will make it easy for your travelers to participate in the new incentive program besides reporting expenses as you currently do (see Exhibits N-P). 

Make an expense report that has a stiff back copy-a thicker paper than the top (original) copy.  The traveler will complete the expense report in the normal fashion and then flip the document over in order to fill out the reward claim which is printed on the back of the stiff copy.  The traveler will then send the completed report through the normal processing stages after retaining a photocopy for his/her own records.

The stiff copy would have a carbon copy of the expense report on the front and the travelers reward claim on the back.  The approved expense report and receipts would eventually arrive at whomever audits expense reports for accuracy and reimbursement.  

That travel auditor would then (1) complete the audit, (2) add any appropriate travel tracking data in the spaces provided on the original copy, then, (3) keep the 'original' page and receipts for company files and expense reimbursement, (4) keep a photo copy of the expense report for the next data study, and, (5) send the back (stiff) copy to the Payroll Department for cash reward processing.  (Note:  Steps 2,4,5 are new steps to many current travel audit procedures).

As mentioned, the original copy and receipts will be processed for normal trip reimbursement in the travel accounting department and then filed away appropriately.  The cash reward will be issued by the payroll department using the stiff reward copy.

(b)  The next step in starting your in-house travelers reward program will be to Create an hours chart for travelers to calculate travel status hours.
We've already discussed the usefulness of measuring time units for travelers, and, this step will equip the traveler in order to help in this process.

But, the initial purpose of such a 'hours chart' will be to help the travel agent-and traveler-determine how many hours each trip will consume.  This is of course done at the point of reservation-before the actual trip takes place (see Exhibit Q).  

In this way, the traveler will be able to calculate the projected cost of each trip.  The traveler will need to know how much it will cost to complete this trip and therefore he/she will have a means of measuring how much to save on the trip.  But, it all starts with the hours and the hours chart will help them and the travel agent in their calculations.

Also, if the departure or return times change during the course of the trip, the traveler can make his/her own needed adjusts while in travel status and therefore keep under projected trip cost levels.

(c)  Next, develop your projection costs chart for each city that you visit.
This chart will be most useful at the time of reservation-for the travel agent.  Since the needed research has already been completed, you will want to make this information so that you can determine what expenses normally affect the trip and for how much (i.e. costs of airfare, hotel, car, etc.).  

Your travel agent will now be in a position to say what types of expenses are normally incurred for any given city.  These are essentially "plug figures" for the expense type based on reduced averages.  There will be a figure for every category and for every city (refer back to Exhibit M).

If you have effectively done your homework and research up to this point, you will be able to tell your travelers exactly how much you expect the trip to cost.  They can use the plug figures and multiply them by the numbers of hours in travel status to arrive at the projected costs.  

This is a critical step in saving money on each trip because, at this point, your travel agent will now be able to help the traveler reduce costs by providing cost savings options and recommendations.  Having an updated projection for each city will ensure that you are as cost efficient as possible for each trip that is booked.  

Whenever you update your statistics for any given city, make sure that you have also updated the cost projection chart as well.  Otherwise, your travelers will be calculating their costs with outdated-bogus information.

(d)  The next step in creating your in-house traveler rewards program will be to define/determine an audit scheme to check against completed trips.

Your travel accounting audit department should be alerted to all aspects in how this program works.  Only then will they be able to effectively make sure that the costs that are being reported are actual and reasonable, etc.  

These auditors will thus be able to audit the rewards redemption copy (stiff copy) at the same time as they audit the routine expense report.  This is appropriate since information pertaining to the expense report also pertains to the redemption (stiff) copy.

Keep in mind too that should any changes to the redemption stiff copy of expense report be necessary, the traveler should be made aware of such audit changes which may affect total reward to the traveler.

(e)  The next step will be to devise a payroll notification method for P/R reward payments.
The travel audit department should work carefully and closely with the Payroll department in facilitating travel rewards.  Payroll should be notified within a day or two of receipt of the travelers expense report in order for the traveler to receive payment on the next paycheck.  Travelers should not be left in the dark as to when and how they will be issued their reward payments.  Keep them informed and happy.

(f)  You'll need to be able to make distinctions between reward checks and T&E reimbursements.
All travelers should be aware of the fact that their rewards will be generated through the Payroll department as a part of their regularly scheduled paycheck, or, a separate P/R check.  This is done to help simplify the taxable income requirements.  Otherwise, unless they have been told, the traveler might expect to receive such cash awards with their travel reimbursement check.  

You should briefly explain that this is handled in this way because the law states that all cash awards are taxable income-and, that the Payroll department is best suited to handle this process.  

Tell the traveler that any regular travel reimbursements will be returned to them in the normal fashion (through accounting T&E department) but, the payroll department will issue their traveler rewards on their next scheduled paycheck.

(g)  Now, establish a method to track traveler rewards for tax purposes.

The Payroll department will want to be able to track all travel related taxable income.  One way to do this might be to create a special account coding that could be used when payroll keys in the reward for processing.  This way you will always have a database available to you if needed.  

Perhaps you could also keep a separate file where the hard stiff copies are kept as support material.  This information may be needed some day for research purposes.  Or, at least you'd have this information conveniently available if any of your travelers called you shortly before April 15th of each year.

How the concept works

Having travelers motivated to help save the company money, and, to put some extra cash in their own pockets can result in a very positive impact on your corporate bottom line.

This may not seem practical for a company to give their employees cash.  But, this is truly a creative and effective way to help reduce corporate travel costs.

For example, imagine for a moment that your travelers are cooperating with this program wholeheartedly.  As they call the corporate travel agent to arrange for travel-they are equipped with all the necessary information in order to reduce travel costs substantially for each trip.  Notice how the average traveler will prepare and complete the business trip.  See what all is here involved in a start to finish step-by-step process:

(h)  The traveler first of all contacts the travel agent to book reservations for all aspects of this trip.  

The traveler begins by stating what the destination city will be.  Once that information is revealed, the travel agent will refer to the appropriate charts prepared in advance for that particular destination city.  The agent will not immediately communicate the projected cost information to the traveler.  When firm departure and return dates and times are determined, the travel agent will educate the traveler on the associated projected costs (this is gauged by the airline reservation dates and times).

(i)  Now, the travel agent will also work to help guide the traveler towards a more cost effective trip-based on the available knowledge for that particular destination city.  

This is done for all aspects of the trip, Airfare, Hotel, Rental Car, Meals, or for any other area that a savings can be realized.  The agent might even be able to cite some cost savings points from a previous trip by another traveler to that city.  

As the reservation is being built, the agent will want to make a close study of what cost effective options are being accepted and which ones are being bypassed.  This is being done with the purpose of making cost alternative suggestions near the end of the conversation.  

The final goal of this reservation process will be to suggest the most cost effective means of completing this trip while alerting the traveler of their cash award potential.

(j)  There are 2 cost savings checkpoints that the travel agent can review with the traveler.  

This is a review of the previously mentioned steps.

First, the travel agent will tell the traveler how much the current reserved trip is expected to cost.  This is based on the total trip hours of the scheduled times and dates initially given by the traveler, and, calculated by the projected cost per hour.  

Second, the travel agent will compare that expected cost with the researched data for that city for those dates and times.  Therefore, you have the initial reservation being contrasted to the most cost effective means of completing this trip.

With this much established, the travel agent will now help to educate the traveler on any ways in which to voluntarily further reduce the cost of this trip.  This may be accomplished perhaps by possibly citing examples of how other travelers have traveled to this city in the past in a more cost effective way.  The travel agent basically becomes a salesperson on behalf of corporate travel management in order to reduce the cost of each trip.  Hopefully, the traveler will realize their award benefit and elect to accept the most cost effective means to complete the trip.  Thus, both the company and the traveler win!  

Reservation Illustration
This is a simple illustration of how such a reservation might go:

Illustration:  The travel agent begins in the normal way with the trip arrangements by confirming what the departure and return times and dates are with the traveler.  Once this has been done, the travel agent will now inform the traveler as to what the projected cost of this trip will be-by plugging the total hours of the proposed trip into the pre-determined formula for this destination city for all categories (except for airfare.  See the section called 'Accounting for Airfare' for more details).  

The travel agent then announces that this trip, as reserved, will cost a certain dollar amount.  Let's say that this particular trip is projected for the amount of $1273 based on a total of 75 total hours of travel status.

The travel agent next informs the traveler that based on travel to that destination over the past 12 months, the average cost expected for this exact same trip would be $1295 -based on your total hours in travel status.  Since the $1273 is less than the average of $1295, it might be appropriate for the travel agent to commend the traveler on keeping the costs down on this reservation (the $1295 amount includes the current 10% reduction for this trip which insures a savings before the trip is even taken).  

Next, the travel agent will tell the traveler how much money that they qualify for as a cash reward if they completed this trip exactly as stated at this time (currently it'll be a reward for $22).  The travel agent then asks the traveler if they would be interested in increasing their reward potential for this particular trip.  If the traveler says yes, then the agent will proceed to tell the traveler how this can be accomplished by referring to the examples before them of actual trips that have been taken to that city within the last 12 months by other travelers.  

Or, the agent could suggest that the traveler use earned frequent traveler coupons, but, the idea is to reduce the trip cost substantially.

There might be one or two examples to cite of someone who made the same trip for nearly the same amount of time for $1000 or less.  Certainly, the travel agent will continue to reveal any and all options available to the traveler that may result in the reduction of the cost of the trip (i.e. perhaps most travelers utilize taxi cabs instead of renting an expensive car in that city-which reduces ground transportation expense by 50% or more).

The salesmanlike efforts of the travel agent may cause the traveler to complete this entire trip for less than the most cost effective calculation for this city up to this point.  This of course would mean more money in the travelers pocket, as well as a potentially greater company savings (depending on your savings structure).  The result is that the traveler is hereby motivated toward greater trip savings.

Accounting for Airfare

Since airfare is the largest expense associated with the average trip, and, it is a cost that seems to vary for almost any given trip, we need to handle this differently from the other expenses in our calculations and formulas.  
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This is something that must be handled again at the level of the travel agent and at the point of booking the trip reservations.

Once times and dates are determined, the agent will be able to easily and effectively reduce the associated airfare cost just as its been done with the other associated trip expenses.  

The agent does this by simply reducing the lowest available fare for this destination city by 10% (or, whatever that savings percentage is) and then plug that figure into the total with the other already reduced costs.  Now we can arrive at the total cost projection for the trip.

Let's consider how this might be illustrated.

Illustration:  The agent determines that the lowest available fare for this trip is $750.  Now, by using a desktop calculator, the agent subtracts the 10% ($75) from the $750 ticket cost to equal $675.  The agent inserts the $675 figure into the cost for airfare as its projection for this trip.  

In effect, the airfare for this trip is 10% less-just as all the other expenses are reduced by that percentage for the average cost for that city.  This makes the total projected cost reduction to be equal for all categories for this trip.

The Program Progresses
(k)  The travel agent now assures the traveler over the phone that all the documentation just used to build this trip will accompany the travel ticket.  

That is so because the traveler would want to measure the trip costs from this point, until completion.  So, the travel agent follows through by inserting this documentation along with the itinerary and a (re-designed) corporate expense report.  All this will be delivered to the traveler with the travel ticket, in the usual way.

(l)  The traveler completes the trip in a cost effective way.  

The time duration of the trip may have changed and the adjustments to the total costs of the trip are re-calculated by the traveler.  The travelers reward coupon (on back of stiff copy of expense report) is completed at the same time that the traveler completes the re-designed corporate expense report.  The traveler retains photocopies for their personal files and the approved originals are turned into the corporate travel accounting department for processing.

(m)  The travel department then audits the traveler reward coupon along with the expense report in order verify all stated facts of the trip.

Special attention should be given to the dates and times of the trip so that a proper audit of the reward coupon can also take place.  If initial dates and times changed by the end of the trip, the traveler is responsible for accurately identifying this change by way of memo to his/her supervisor stating such changes.  The supervisor must also approve the memo.  The memo is then attached to the expense report along with other receipts.

(n)  As the Travel Manager, you may chose to verify your accumulated information with the payroll and tax departments on cash awards by conducting a monthly reconciliation.
This assures you of the fact that these awards are being processed in a way that is accurate and adheres to all income tax requirements.  This also makes it possible to have a source of information for any of your travelers that might have a question later about any awards and/or tax deductions.

(o)  Make sure that you continue to document your travel patterns continuously.
This is accomplished by making copies of audited expense reports.  

Continue to conduct your research/accumulation for the entire company.  This will allow you to document your program progress, possibly by way of graphs and charts if you so desire.  Thus, you have a very strong demonstration of being in full control of travel costs.  This can easily impress your corporate executives too.  

Use the exact same principles that we've covered earlier in this booklet.  You may chose to do this expense tracking once a month so that you'll always be prepared to respond quickly to an executives questions about corporate travel status.

(p)  Take a closer look at where you can improve corporate savings on any city markets that can handle the savings.
For example, if you continue to see a monstrous savings in the San Francisco market from quarter to quarter, you now have the technology to increase your savings as a company.  In other words, you might consider taking a 20% savings in San Francisco instead of the original 10% savings that begin the program.  

Be cautious as to how you tweak these percentages because you don't want to discourage your travelers from voluntarily participating in the associated incentive program.  Also, be alert to areas where responsiveness to the program may have slacked off, or, that may not have manifested a measure of savings as yet.  See what can be done to stimulate interests in specific city markets by contacting key travelers and finding out whats working or whats not working for them.  Be flexible enough to make adjustments where necessary.

(q)  T&E reimbursement checks are produced in the normal fashion.  

It might be a good idea to make any needed copies, or establish a way of tracking expenses, after the auditing and processing of expense reports (I suggest using the previously mentioned method).  Once your expenses hit your corporate books, you are ready to now load this new information into your on-going database so as to track travel patterns and then balance it to your financial reports for the month.  Why not do this as you close your books for each month.

The same process that you began by using a 'temporary employee' can now be done as a part of the regular expense report processing routine just before filing them away (less the temporary help).  This adds value to your job and ensures both quality and continuity for your travel savings program.

Win and Save with Simplicity
This is a rewards system that is easy and simple to use for most any small corporate travel program.  It's as easy as saying to your travelers, "if you do something for us, we'll do something for you."  

By identifying and reducing your pre-trip expenses and then helping your travelers to see what's in it for them-you create a tremendous asset opportunity for your program!  This is a win-win situation for you, your travelers, and, even for your travel vendors.  

Now that you have hard numbers of your corporate travel patterns, you can approach your travel vendors in a way that you couldn't do before.  Negotiate better preferred rates with these vendors.  They'll respect your numbers and will cooperate with your cost savings efforts-if you deliver on giving them the market share that they desire.  This is another situation where they win and so do you!

A Cost Effective Concept!
This entire concept can be created and run by means of what's available to the average company.  You don't have to go out and buy expensive equipment to facilitate this method of controlling travel costs.  If you already use computers in your company and if you have adequate software loaded on these computers, you now essentially have the technology to produce amazing results in your overall travel cost reduction.

You can now have confidence in knowing that you have a capable and exciting program to market to your travelers.  This is a capability that most companies desire but may not be willing to make an expensive investment to acquire the software and products for travel management.  
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You now have this capability without the expensive price tag.  In fact, instead of spending money, this program will put you in the best possible position to save tremendous amounts of money.  

So, now it's time to promote your new program to those that will make the real difference, your travelers. 

Step #5  Promote your new incentive program to every traveler.
As soon as you possibly can, you will want to start informing your travelers of the new "Traveler RewardsSM" Program.  Let them know how it works, what it takes to get signed up for it, and, how it will benefit both them as travelers, and, their company.

A good way to start this educational process might be to blitz your travelers with some sort of brief printed message that will generate the desired interest.  

For example, if you have the capability to print short messages on your travel reimbursement checks, why not introduce your new traveler incentive program to them in this way?  Or, you could attach some type of brief message to each paycheck/pay stub through the cooperation of the payroll department.  The idea here is to identify who your travelers are and to then notify them on your new rewards program.
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Similarly, you could advertise to your travelers by inserting a brief (yet eye-catching) flyer inside the jacket of each travel ticket that is issued.

Additionally, why not display posters in common areas in which employees often congregate.  Such areas might be near lunch or break rooms, information boards, or, in hallways.

Also, verbally communicate this program in person to key travelers within the company and encourage these ones to be leaders in helping the program to become successful.  More than likely you will get the cooperation that you desire by using this approach.

If you have already established a travel committee within your company, make sure that all who sit in on this committee are fully aware of what the program entails and how it is essential to the future success of your travel program.  Encourage them to talk up the program among their departmental travelers and peers.

If your company has a regular newsletter, have a series of articles included in it that cover your new traveler incentive program.  Explain the program in simple but clear English and encourage all who travel to participate, whether or not they travel on a regular basis.

Truly, the degree in which you successfully promote your new traveler incentive program will depend on how well your program initially takes off.  The sooner you educate your travelers, the sooner your savings can roll in.  

But, once the savings begin to come, how do you determine how well the program is working?  It's very important that you be able to both measure your results and to assure that there exists continuity in your travel savings program.  Let's consider how this might be accomplished.

Step #6  Measure results and ensure continuity.
Since you've performed the initial research about your program, it will be rather easy to measure your results.

Your 'snap shot' of travel patterns will serve to show how effective your traveler incentive and cost savings program is working from here on out.  Everything will be compared to where you were when you started, and, you can measure any points in between (such as on a quarterly basis).  You will now be able to show how your average cost per trip will decline even though your travel activity may or may not go up (based on average cost per city).  
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It really doesn't matter what frequency of travel is demonstrated at this point.  What you as a travel manager will be interested in is your ability to control costs from trip to trip.  If your company is traveling more this year than last year it's only reasonable that your numbers (due to activity) will also increase.  But, you'll now be making such trips from 10-50% less than before.  You've definitely added value to your travel program.

Motivation breeds Continuity
Continuity in travel savings will be determined a great deal by the new found way in which you monitor and motivate your participants.  In addition, you will also be able to see the trends associated with program success.  Use this ability to your advantage.

If savings slack off, could it be that the travelers feel that the incentive is marginal?  If so, fatten the pot enough so that they will again participate and you still realize a meaningful savings.  Suppose your company savings was previously 20% in that market.  Why not reduce the company savings to 10% for that market so that your travelers will determine it to be worthwhile to support the program?  Motivate your travelers to want to participate freely in your new program.

Remember that you are now able to look at your travel program in terms that you've never been able to do before.  Review your program in this way on a regular basis.  You may even decide to formulate quarterly reports so that your progress can be documented and you can share the results of your success (or concerns) with upper management (there are a few examples of customized reports/charts/graphs at the end of this booklet). 

Without a doubt, this new technology makes it possible for you to grow and save more than you've ever expected in your corporate travel program.  Your ability to establish and control your corporate travel savings will be continuous from here on out.  Enjoy it to the fullest!

Step #7  Develop a progressive savings program.
Of what use would this program be if you never made a difference in the overall cost of travel?  If you've followed all the suggestions to this point you will save tremendous amounts of money on business travel, but obviously, you want to demonstrate a consistent savings in all aspects of your travel program.  Therefore, you will constantly look for areas in which to grow in your travel savings.  

This attitude is encouraged especially since you are now in a better position to negotiate "improved" preferred vendor rates through informative customized travel activity reports.  Another area for improvement could be on company travel policy.  There may be some opportunities for adjustments there that can make a big difference in your savings.  

And, too, you are better able to identify working patterns to certain city markets and that could mean that you might want to educate everyone who might go to that city.  This means that you're taking active steps for controlling and reducing costs before the trip is even taken.  

Look at it this way, if traveler A seems to be really on top of things while traveling to Chicago, whereas travelers B, C and D are not as cost efficient-why not educate the other travelers on ways in which they (and the company) can best benefit from traveler A's example?  Progressive savings can come to you in this and other ways.  But, all of them add value to your travel program and to you as the manager of such.

Another way to be progressive in savings might be expressed in this way:  

By identifying certain travelers who are not supporting the incentive program, you can cause a drastic cost effective change to take place if you successfully persuade them to do so.  For instance, by again using your diplomacy, you should always try to gain support from travelers for any worthwhile purpose that reduce costs.  

If some travelers don't seem to be taking to the company travel incentive program, why not ask them why they don't support it?  Maybe they don't participate because they don't understand it and they were too embarrassed to ask.  Or, maybe they wanted to avoid looking foolish by asking.  But, if you ask them why, it gives you the opportunity to provide a better service to your travelers.  You can now explain the program to them.  This could be exactly what they need and want to know.  

But, whatever the reason, you will be in a much better position now to help your travelers and your company to become more efficient as they travel and to save even more money on each trip taken.

Remember too, if there is any abuse that is reflected in the travel pattern, you now have a solid means to identify it and address the need.  Tactfully resolve the problems that you confront and be re-assuring to your travelers, letting them know that you're concerned about their needs as well as the companies.  You can look at this as a quality control aspect.

So, then, how much you save in your travel program is really-to a large extent-up to you!  

It will, of course, vary from company to company.  But as we have discussed, the savings potential can be much greater than before!  With your new found ability to see the travel picture as you never have before will no doubt open your eyes to a lot of cost savings opportunities.  It's there for the taking, so, enjoy your new innovative travel management style!

IV.
Innovation Equals Opportunities
So, then, you really have a legitimate need to be innovative in your travel management and not to settle for 'the par.'  Every company that travels today needs to reduce their travel costs.  And, how each company individually measures up to that challenge will determine to a large degree the future prosperity of the company, and thus, it's employees.  That is the extent of the impact that you as the travel manager will make on your company.

The desire to create new opportunities for savings can soon translate into realistic savings for a company of any size.  Sometimes brainstorming from within the travel program can generate workable ideas that may not have ever been considered before.  You have a valuable resource for wisdom and experience from the ranks of your many travelers.  Welcome their input and reward them well for good advice and effort to help save.  No doubt you'll enjoy a fuller sense of cooperation in your travel program if you effectively use all the principles stated herein.

Encourage use of Frequent Traveler Awards for business trips
Unless a system is put in place to motivate your 'travelers' to spend company money as they spend their own money, no revolutionary changes will ever occur in corporate travel management that will significantly increase your savings-trip to trip.  But, if you are able to encourage your travelers to apply their skills and resources towards the interest of business travel, you will accomplish much towards your goal of reducing overall travel costs.

If your travelers realize the great potential available to them to use frequent traveler awards as a means to essentially improve their own personal bank account, you may see some substantial cost reduction possibilities become realities.  

Although traveler awards are issued often and by many sources to travelers, many frequent traveler awards are never redeemed!  In fact, it's not unusual for some frequent travelers to simply let their awards expire unused.  Others simply give them away as gifts to friends and/or family.  Would it, however, make a lot of sense to use such 'free' coupons for business travel?  If so, how much could it mean in savings for your company?

So, why not do something like this:  Tell your travelers that there exists a new way in which to increase their personal monetary state while traveling for the company.  Then, proceed to educate them on how they can use their frequent traveler awards for business trips-and in turn, earn cash rewards for the sacrifice.  You could perhaps include in this statement that you'd like them to utilize those coupons of which the traveler will have no immediate personal use for.  

If this is done correctly, your travelers will now realize that this is an option available to them.  Now, they can not only get a free trip, stay, meal or rental by means of these frequent travel awards, but, this new option will have the traveler seeing 'dollar signs.'  Besides, it's a fact that cash is much more flexible than are free travel tickets.  Which way would your travelers tend to go?  Indeed, travelers have the personal power that can make a big difference on your corporate bottom line!

So, look at your travelers as your new field of vision.  They just might be the best possible source of cost reduction in todays economy.  Give them a chance to show you what can be accomplished in reducing costs for your travel program.

Best wishes for all of your corporate travel savings goals!

Here to Help  

Where there is a need of advice or assistance in implementing any portion of the principles made available in this booklet, you may write to the author.  Similarly, any thoughts or feedback that you may have on this material is also welcomed.

Ken is dedicated to helping as many companies as possible to realize the goal of becoming more cost effective while traveling.  Therefore, we welcome your thoughts on how you have benefitted from his advice.  Please write to:  Ken Garnett Lee & Associates, P. O. Box 6708, Falls Church, VA  22046.

PAGE  
28

