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It's A Hotel, It's An Apartment, It's Corporate Housing — Part 2

By Gavin Dunaway

During the last 30 years, the corporate housing industry has sprouted into the global business world’'s
consciousness as a prominent source for temporary accommodations. In the second part of a comprehensive
report on corporate housing, Dunaway examines the origins of the industry, the effect of tightening rental
markets and condominium conversions, and how providers approach lump-sum arrangements.
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There is little agreement among providers
about when the corporate housing
industry burst forth onto the world. If one
was to compose a mystical tale of origin,
it would detail how anguished companies
transporting employees around the world
yearned for alternate temporary living
solutions and, in response, corporate
housing sprouted from the ground, slowly
maturing until the blossoms were
flourishing, and difficult not to notice.

“Corporate housing has been around for a
long time, but in more of an informal
aspect,” said Doreen Compton, CRP,
global account director for BridgeStreet
Worldwide, Arlington, VA. “l remember
20-some years ago, | worked for
Residence Inn, which is owned by
Marriott [International, Inc., Washington,
DC]. That product was one of the first
attempts at saying, ‘Guess what:
businesspeople need a little bit more than
just a tiny hotel room.”

The beginnings of individual corporate
housing providers are as varied as the
locations of their inventory. Some
pounced on an emerging market; some
were born because of a client need; and
in some cases, a particular region had a
dearth of temporary living options and
required a provider to step in and fill the
void.

Oakwood Worldwide, Los Angeles, CA,
wandered into the furnished apartment
business in the 1970s. Late in the
decade, the company found a niche
market—many of its apartments were not
being rented by people but by companies,
particularly entertainment companies from
nearby Hollywood, where some of
Oakwood’s first apartment buildings had
been established.

“There was a natural, symbiotic
relationship with furnished housing and
the transient nature of the entertainment
industry,” said Gavan James, senior vice
president and general manager of
Oakwood Corporate Housing.
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In 1988, Northwest Suites, now ABODA,
Redmond, WA, was spun off from a third-
party relocation company because of one
client’s need. A little company called
Microsoft, Redmond, was looking for a
cost-effective way to comfortably house
the 30 college interns it brought into
Redmond every summer. As Microsoft
continued to grow and ship in more
interns, so did ABODA, eventually
acquiring inventory in 40 states, while
remaining Microsoft’s sole corporate
housing provider.

In the late 1990s, brothers Gary and
Steven Brown owned a number of
brownstones in New York, NY. The
brothers had been involved in the family
furniture business, which has been in
operation for 85 years. When the real-
estate savvy Browns first renovated their
brownstones, they installed furniture from
the family line and decided to rent them
out to an emerging market. Steven Brown
had been intrigued by an article he read
in The New York Times about
corporations using furnished apartments,
and thus Furnished Quarters, LLC, New
York, began. With its classy furniture and
boutique feel, the company quickly
acquired more properties in New York,
each one filled with accouterments that
matched the unique qualities of the
neighborhood. The company now boasts
the largest corporate housing market
share in Manhattan and has expanded its
inventory into New Jersey and
Massachusetts.

Jon C. Lanclos, who worked as a real
estate broker in Houston, TX, saw a need
for alternative temporary living situations
because of Houston'’s robust local
economy. Preferred Corporate Housing
(PCH) was started in 1996, offering
corporate housing services Texas-wide;
in 1998, at its clients’ request, PCH
refocused and reorganized its operation
nationwide. With service to more than
6,000 domestic destinations, the
organization now is looking global.

James considers the early 1980s as when
the corporate housing market truly
opened up—Oakwood, the largest

corporate housing provider, established
30,000 units nationwide. Compton noted
that in the 1980s, apartment communities
informally would set up short-lease
executive suites. In the late 1980s, third-
party corporate housing providers—many
smaller companies with anywhere from
one to 200 units—began popping up in
regional markets.

Signifying the increasingly visible role of
the corporate housing industry is the
Corporate Housing Providers Association
(CHPA). Formed in 1996 by eight industry
leaders, today the CHPA has more than
300 member companies that represent 85
percent of all corporate apartments in the
United States.

“There are many niche operations with
200 apartments or less, and many of
those companies don’t have any intention
of being large,” said James, who is a co-
founder and former president of CHPA.
“They just have the intention to be good,
and operate with a fair profit and provide
good service to whoever their clients are.”
Less than ten CHPA members manage
more than 1,000 units, he noted.

At its 2007 national conference, CHPA
offered the first round of testing for its
Certified Corporate Housing Provider
(CCHP) accreditation. One hundred and
six corporate housing associates signed
up to take the exam. The CCHP is the
result of years of research and planning,
as well as work with Worldwide ERC®.

“The accreditation is a good step for our
industry,” James said. “It's not unlike [the]
Worldwide ERC® CRP®, which is a very
valued accreditation. We feel it’s the first
step in showing the customers and the
public in general our commitment to the
industry and our commitment to being
pros in what we do. It took a great deal of
development and time, and it's something
that the industry members are pretty
much 100 percent behind.”

Ultimately, the aim of the CHPA is to build
awareness and interest in the corporate
housing arena. In furthering this goal, the
CHPA has been granted a seat on the
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Worldwide ERC® Industry Advisory
Council.

“As an industry, we need to get on the
same page, and then | think one of the
goals is for us to just get our industry
known more,” said Dave Caple, president
and CEO of ABODA, and CHPA
treasurer. “A lot of people stay in hotels
because they don’t know that there’s
another option out there.”

From its humble beginnings, the concept
of corporate housing has worked its way
into the business world’s consciousness,
especially in the last decade, as a
prominent form of temporary
accommodation.

“Over the last seven or eight years,
corporate housing has gained a lot more
traction—now people know what it is, for
the most part,” Compton said. “There are
still some companies that don’t
understand it.... But | wouldn’t say it's
emerging—it's here now, and it’s still
evolving because, face it: our world is still
evolving.”

Tightening Rental Markets

The end of the national housing boom
and subsequent real estate slump has
created a bullish rental market, according
to a white paper written by Oakwood with
data collected by REIS, Inc., New York.
This is unfortunate for corporate housing
providers as their largest cost is
apartment rent. Between 2000 and 2005,
the U.S. apartment market was lagging,
with only six of the 30 metropolitan
markets surveyed in the Oakwood report
witnessing above-inflation rent growth.
Many markets were saddled with rent
growth below inflation or negative growth,
especially near the beginning of the
decade.

According to the white paper, domestic
corporate housing costs are forecasted to
increase at a rate above national inflation
for the rest of the decade, while
hospitality demand is expected to remain
high and stretch inventory. Some factors
affecting underlying costs are increases in
energy costs and interest rates, as well as
record demand for corporate housing
services.

There is a “counter-intuitive” relationship
between home markets and rental
markets, according to the white paper. In
the latest housing boom, renters were
abandoning apartments to purchase
houses in a “frothing” market; on the other
side, multi-unit investors, taking note of
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poor rental growth, converted apartment
buildings into condominiums or built
strictly for condo use. Cheap financing
and low-interest rates fueled both of these
activities.

However, with rising interest rates and
climbing home prices, renter-to-
homeowner transitions have stalled—
purchasing a house is a riskier
investment. Hence, rental rates in most
domestic markets caught up with inflation,
and then surpassed it. In the Oakwood
report’s 30 core markets in 2003, rent
increases were at 56 percent of inflation;
in 2006, they were at 138 percent of
inflation. REIS predicted that in 2007 and
2008 rents will increase at least twice as
fast as inflation in the general economy.

A housing-price spike may depress rental
rates (especially with low interest rates
and creative financing), but a slump after
a spike keeps renters renting because of
the unattractiveness of a declining market
and barriers left over from price increases
during the boom. Factor in mortgage
interest rate increases, less availability of
specialty mortgage products (interest-
only, zero-down), limited new
construction, and increased demand for
apartments, and it is clear why corporate
housing providers are concerned about
an apartment shortage.

“The industry is dependent on the
available inventory of apartments at a
reasonable price,” James said. “And so
as apartment communities remain tight as
far as the rental markets, it can shorten
the supply of corporate apartments, or it
can result in a run-up of apartment rental
rates that, in turn, means we have to
force up our rental rates to our
customers.”

Possibly the best way corporate housing
providers can avoid passing steep rental
increases onto their corporate clients is
by building solid relationships with
apartment communities. “We form
arrangements that allow us to conserve
the cost of apartments as much as
possible so we can pass that on to our
customers—whether it’s from selecting
the apartments properly or negotiating
well,” James said.

One example of a tightening apartment
market is New York, in which the lack of
inventory has caused rental increases,
and in step, the cost of temporary housing
to rise. In addition, an increasing use of
corporate housing combined with the tight
apartment market has made for some

stressful times in finding temporary
accommodations.

“There were points in 2006 where there
was absolutely nothing available, no
matter which one of my vendors | went
to,” said Stephen C. McGarry, CRP,
director of global mobility for WPP, New
York.

A tight market means longer lead times,
James said. However, he is optimistic
about New York—a slew of new
construction holds a promise of alleviating
the strain. In the meantime, James noted
that operations in the surrounding
areas—Jersey City and Hackensack, NJ,
and even Stanford, CT—are seeing
increased business. The rates are lower
than property available in mid-town
Manhattan, and public transportation
provides a reasonable commute into the
city. Furnished Quarters has acquired
inventory in Jersey City and Hoboken, NJ,
setting up lower-priced alternatives to
their Manhattan properties.

Several up and coming rental-related
challenges are waiting at the corporate
housing industry’s door. In certain
markets like Seattle, WA, Caple noted,
apartment communities are passing back
water and other utility costs to providers
that previously were covered by the
communities. In addition, they have been
charging additional fees to corporate
housing providers. Lease terms also are
increasing in major metropolitan areas—
Caple said that leases shorter than one
year appear to be vanishing. Six-month
leases are becoming harder to find, while
month-to-month leasing is pretty much off
the table, according to Caple.

The Trouble With Condos

The trend toward condominium
conversions in the last several years has
presented a threat to availability of
apartments for corporate housing
providers. Condo conversions have taken
tens of thousands of potential rental units
off the market for corporate housing
providers. The Oakwood white paper
reported that in 2006, nine out of 30
markets had decreases in rental
inventory—the other 21 markets
witnessed supply pressure. Caple noted
that Seattle had a decrease of 2,000
apartments in 2006, which he attributed to
a lack of construction and condo
conversions.

“When the real estate industry was
booming, many owners turned standard,
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conventional apartment buildings into
condos,” James said.

A portion of Oakwood’s inventory is
through individual condo owners.
However, James said, this is not always
an advantageous arrangement for
Oakwood or its clients.

“It's not our forte,” he said. “It's better for
us and the customer to rent 40
apartments from a management company
as opposed to one condominium at a
time. Sometimes getting the maintenance
done at individually-owned condominiums
is more of a challenge, and because we
have a high regard for our customers,
when we have a number of condos, we
end up hiring our own maintenance staff.”

Most corporate housing providers agree
with James’ assessment—Caple said
dealing with 10 owners for 10 apartments
is an administrative hassle for a corporate
housing provider. Also, many condo
owners are not thrilled by the prospect of
corporate housing considering the highly
transient nature of the business—the idea
of multiple people moving in and out over
a short period of time and possibly
scuffing furniture and floors is not
appealing.

Sometimes, if demand necessitates,
corporate housing providers have no
choice but to seek condos. James cited
the example of Miami Beach, FL, where
condo conversions have saturated the
market during the last five years.
Apartment availability has become very
tight and rental rates have risen steadily.
It was more conducive for Oakwood and
its clients to acquire condos, which were
renting for less than apartments.

There are alternatives to dealing with
condo owners. In other markets where
condos make up a large segment of
apartment inventory, corporate housing
providers are able to work with the
building managers, using them as
facilitators in leasing transactions,
Lanclos said.

Some operations, however, are bridging
the gap between individual condo owners
and corporate housing providers.
Corporate Housing by Owner (CHBO),
Denver, CO, was launched in 2006 with
1,200 properties listed online for
corporate housing providers and
corporations to peruse—not just condos,
but also townhouses and other types of
accommodations. The owners set stay
minimums and receive advice on price
©2007 Worldwide ERC®

structuring and furnishings. In 2007,
CHBO President Eric Smith estimates the
company will add another 2,500 to 3,500
properties nationwide; by the end of the
year, CHBO World Wide will make the
operation global.

Smith has found that CHBO has been
very effective in smaller markets, but also
in areas where the apartment market is
tight

“There are condos everywhere you go,
and there are not apartments everywhere
you want to be,” Smith said.

However, with the softening of several
major metropolitan real estate markets,
the inclination toward condo conversion
has waned. The National Association of
Realtors® reported that condominium
sales fell 13.6 percent from November
2005 to November 2006—a higher rate of
decline than sales of single-family
houses.

The Lump Sum Also Rises

The prevalence of lump-sum relocation
packages are of concern for corporate
housing providers. Temporary housing
has a tendency to drop in importance
when a lump sum is given. When cash is
flashed in front of a transferee’s eyes,
most times he or she will take it.
However, a transferee is unlikely to
understand the function of temporary
living accommodations in the relocation
process, or know how long it will take to
find a new permanent abode.

“| think there is a time and a place for
lump sum, but my concern is that gets
over-utilized and | don’t know if
corporations are really understanding the
soft costs of their employees not being
able to find... temporary housing that fits
their needs,” Caple said.

Pfizer, Inc, New York, uses a lump-sum
program for its employees’ temporary
housing during relocations. Corporate
housing is more of a suggestion than a
mandate, said Michael Washbourn Sr.,
CRP, GMS, manager of global relocation
services for Pfizer. While the company
conducts research into and develops
relationships with corporate housing
providers, rarely will it book an apartment
for a relocating employee. The relocation
department will supply a transferee with a
list of approved providers while the
purchasing department negotiates rates
and products in select markets.

“When you give [transferees] that lump
sum and say, ‘Look, you can spend it as
you wish, and if you don’t spend it, you
can keep the difference,’ they begin to
make different corporate housing
decisions,” Washbourn said. “If the
company was footing the bill, they would
probably stay in a five-star hotel or
complex, and it would be two minutes
away from the office. But when they pay
the bill, very frequently they will put up
with longer commutes at perhaps lesser-
tier residences.”

Since Pfizer's lump-sum program was
launched in 1998, transferring employees
have been very satisfied with being able
to spend as they wish, Washbourn said,
particularly younger employees. In
addition, because Pfizer's lump sum is
generous, when renters save on
temporary housing, many are able to put
a down payment on a house, he said.

The goal of the lump sum is to encourage
efficiency in relocations—with lump sums,
many employees stay longer in their
original locations and are quicker to find
permanent housing in the destinations.
The lump sum is estimated to be enough
for 60 days of temporary living;
Washbourn said the average time spent
in corporate housing for Pfizer employees
was only seven to 14 days.

“They’re really motivated by putting that
[sum] in their pocket,” Washbourn said.
“When you’ve got an employee who is
allowed to stay in that limbo state for too
long, | think it tends to impact
productivity.”

The program is not very beneficial for
corporate housing providers, Washbourn
said, and many do not garner a great deal
of business from Pfizer, as transferees
choose lower-tier temporary living or find
alternate options.

“It's a challenge to provide temporary
housing for folks who are in a lump-sum
environment,” James said. “Often, people
are looking to just pocket as much of that
money as possible, and are not always
able or willing to spend a portion of that
lump sum on full-service corporate
housing.”

Oakwood has responded to the
prevalence of lump-sum arrangements by
offering partially furnished options or
excluding housewares. However, James
noted that lump sums have a tendency to
drive transferees to corporate housing’s
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chief competitors—studio-style suite
hotels.

In general, lump-sum transferees are not
a large portion of Oakwood’s business,
James said. “We’d like it to be more, but it
is challenging for us to unbundle our
apartments to go after that business or
provide that lower-end product for what is
sometimes an inconsistent market
demand.”

“Lump sum is a bad word when dealing
with temporary housing,” said Jeanne
Ann Heiser, CRP, director of national
accounts for Korman Communities,
Plymouth Meeting, PA. “A lot of clients
are moving toward the lump sum for
temporary housing because they feel it's
more cost effective. But then what you
really have to figure out is how that
money is being spent—is it really being
spent on temporary housing? Or is it
money being reallocated to other things?”

According to Heiser, transferees that
skimp on temporary housing and save
their money do not end up being as
effective on the job until they get into their
permanent location. She has heard
stories of people sleeping in their offices
or their cars to avoid spending the lump
sum, which cannot help effectiveness
when entering a new position.

Terry Mandle, CRP, senior manager—
relocation, Sara Lee Corporation,
Downers Grove, IL, said some of her
employees think it will be less expensive
if they go out and find their own
temporary living accommodations.

“I've had employees say, ‘Well, my
corporate housing costs this much
through the provider—I can rent that
same apartment for this much,” Mandle
said. “But then you have to tack on the
costs of setting up all the utilities, and
how you furnish it. To me, the slightly
higher cost outweighs all of the extra
administrative work and headaches in
setting it up individually.”

Sara Lee has allowed employees to use
the benefit provided by the policy for
finding their own leases, usually under
extenuating circumstances. For some
employees who are building a new house,
waiting for the end of the school year, or
have another reason for stretching out the
allowance, this is a better option. But
many employees hear the laundry list of
activities required for setting up a
temporary accommodation, versus having
a corporate housing provider e-mail when
©2007 Worldwide ERC®

and where to pick up the keys, and
choose the latter option—75 to 80
percent, according to Mandle.

Next month in the conclusion of this
three-part series, MOBILITY will examine
corporate housing’s growing role in the
global market, increased pressure from
the hotel industry, and how providers
strive to become strategic partners with
their clients.

Gavin Dunaway is staff writer for
MOBILITY. He can be reached at +1 703
842 3409 or e-mail gdunaway@erc.org.
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It's A Hotel, It's An Apartment, It's Corporate Housing — Part 3

By Gavin Dunaway

It is a big world out there, and a lot of global businesspeople need temporary accommodations. In the final
segment of a comprehensive look at the corporate housing industry, Dunaway examines corporate
housing’s increasing presence in the global business arena, competition from hotel chains, and the

desire of providers to become strategic partners with their corporate clients.

MOBILITY October 2007

To say the Philippines has experienced
some political instability seems a bit of an
understatement—especially considering
that there have been nine attempts at
regime change in the Philippines during
the last 40 years.

Some attempts were non-violent, such as
the EDSA or People Power Revolution, in
which four days of peaceful
demonstrations by millions of Filipinos in
response to national election fraud led to
the ouster of infamous authoritarian
President Ferdinand Marcos. Others have
resulted in violence, such as the two
coups led by Gregorio “Gringo” Honasan
in the late 1980s—interestingly enough,
Honasan was pardoned in 1992 and later
elected to the senate, only to be arrested
again in 2006 under suspicion of
involvement in another coup attempt.

However, one of these attempts at
overthrowing a Filipino regime is widely
referred to as the “Oakwood Mutiny,”
because the site of the attempted coup
was the Oakwood Premier Ayala Center
in the Makati district of Manila.

On July 27, 2003, 321 armed soldiers
who referred to themselves as “Magdalo”
stormed the Ayala Center and placed
explosives throughout the complex. The
purpose of the siege was to expose the
corruption of President Gloria Macapagal-
Arroyo and her administration and force
numerous officials to resign. The
administration responded to these
demands by threatening to reduce the
apartment building to rubble.

Instead of panicking, the Oakwood staff
managed to negotiate with the soldiers for
the release of the hotel guests, including
an ambassador from Australia.
Subsequently, they were able to secure
the release of the staff, as well. After 18
hours, the mutineers had failed to gain
the public’s auspices or the support of the
rest of the military and they surrendered
peacefully.
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The Oakwood Mutiny represents the most
extreme of difficulties corporate housing
providers confront in venturing into the
expanding global market. Providing ample
security for patrons is a major concern to
all temporary living providers that set up
shop in locations with reputations for
political unrest, terrorism, or riots. The
first and most important step in providing
a secure corporate housing situation is
choosing the location of the apartment.
Corporate housing providers investigate
the neighborhoods in which they hope to
locate their services, measuring the level
of security for guests.

“Nobody can guarantee full personal
safety of a traveler,” said Gavan James,
senior vice president and general
manager of Oakwood Corporate Housing,
Los Angeles, CA. “Things can happen at
any hotel or to any corporate provider in a
country, but you can certainly diminish the
odds of anything occurring by how and
where you select the buildings.”

To provide a high level of security in its
Asia-Pacific (APAC) locations, Oakwood
has thoroughly examined the areas where
its high-rises have been built and put a
great deal of concern into the actual
construction of the structures in terms of
entryways and access points. In addition,
the properties are patrolled by Oakwood’s
own security.

When third-party corporate housing
providers look for apartments in any
region, they start by searching for
buildings of similar quality and good
structures with the kind of amenities a
business traveler would expect to find in a
fine hotel.

Doreen Compton, CRP, global account
director for BridgeStreet Worldwide,
Herndon, VA, said a goal of providers is
to try to make a seamless transition for
travelers moving from corporate housing
in one country to another—offering an air
of familiarity sets guests at ease,
particularly in potentially unstable regions.

“We do a great deal of front-end research
to make sure that [the apartment

complexes]... have the proper
infrastructure in that they exhibit stellar
management teams, rapid maintenance
response, and appropriate security,”
Compton said. “It's a very detailed, data-
driven, and vigorous process how we
choose where our inventory is placed.”

As the corporate housing industry
continues to grow, its future is aligned
with the enlarging scope of global
business. Overseas development
represents a promising field for providers
to sow their seeds; those that have
already encountered the many challenges
have seen encouraging harvests ahead.

Global Emergence

The current demand for international
assignments is unprecedented, according
to the 2007 “Global Relocation Trends
Survey,” produced by GMAC Global
Relocation Services, Warren, NJ. Sixty-
nine percent of the 180 companies
surveyed reported increased use of
international assignments in 2006, and 65
percent predicted even more growth in
2007.

Few companies seek permanent housing
for an expatriate on assignment; many
countries have restrictions on who may
buy property in a domicile. With the
various tax and immigration issues that
can arise with these assignments, it
would seem that the stress of finding
temporary lodging for an assignee could
be easily accomplished through corporate
housing. In lieu of an arduous search for
proper accommodations in international
markets, which sometimes have little
infrastructure, corporate housing offers
suitable living quarters in typically
strategic locations.

Corporate housing providers are
expanding their inventories to cover the
many regions where their clients are
expressing interest. Partnerships with
local housing providers have become
highly valuable when assisting corporate
clients entering emerging markets.
BridgeStreet has been building a global
network of temporary living providers for
several years. The company has set a
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goal of being a one-stop shop for global
corporate housing—of course that is a
goal not without obstacles.

“Companies are looking for global
solutions for temporary housing,” said Jon
Wohlfert, managing director of the
Americas for BridgeStreet. “And as those
companies look for global solutions,
they’re looking for companies that can not
only do it in the U.S., in the U.K., but all
across the world. That creates its own
unique set of challenges—not only do you
have time zone issues, you have cultural
issues, business operations issues. You
have a whole new paradigm.”

Wohlfert said that BridgeStreet is
spending a great deal of time and effort
expanding its network.

“As corporations become more global,
they expect the same level of service
abroad as in the U.S.,” Wohlfert said.
“That requires us to be out in front—we
have a fairly large development team
that’s out in areas like Europe, India, and
China researching the top providers in
those markets... and trying to figure out
who we want to include in our network.”

According to James, the international
market is where the business is.

“The international market is going to have
the largest percentage of growth for
Oakwood in the next 10 years as we
continue to add new buildings,” James
said. “We anticipate within five years the
number of associates we have working
overseas will outnumber the people
working in the United States.”

In particular, James said there is a dearth
of quality Western-style housing in India.
“Until we entered India with the first of our
10 new properties, it was a little like the
Wild West out there,” he said.

Most of Oakwood’s properties in APAC
are high-rises measuring 20 to 50 stories
that are managed and completely staffed
by Oakwood. James said consistency is
maintained in service and feel, but each
building maintains the cultural aura of the
country it is located in.

“Our style of operation in the United
States is not really feasible in Asia-
Pacific,” James said. “There’s a lack of
furniture rental companies, and there’s a
lack of available apartments that you
would be confident in—whereas you
would take a block of apartments in the
United States.”
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The competition in APAC has gotten
steep, according to T.J. Spencer, SCRP,
GMS, vice president, vertical markets,
sales, for Oakwood. More regional
companies have entered the field, offering
furnished apartments in their localities.

The business potential of temporary living
accommodations has intrigued property
owners and developers. Some property
owners actually have sought out
Oakwood to run corporate housing
operations in their buildings, Spencer
said.

“One of the keys for us is that in many
cases we were able to be partners before
the buildings were designed,” she said.
“We came in and offered our advice and
influence on what makes a successful
service apartment building.”

Currently, Oakwood has 30 properties in
the pipeline to be constructed in China,
including two towers in Beijing and
several projects in Shanghai. Another
nine buildings are currently under
construction in India, one in Bangladesh,
and several others scattered over the
region.

BridgeStreet also has seen the
advantages of being involved in a
building’s construction.

“We do a lot of leasing before a building is
up and running,” Compton said. “Because
if we see a quality project in the makings
and we know that is the type of quality our
business clients want... we may go in
before that project is even open. Many of
the new buildings being developed now
are 100 percent hard-wired with the best
technology out there, with a lot of
enhanced amenities, and those are the
kinds of buildings in the larger
metropolitan areas where our clients want
to be.”

Some issues corporate housing providers
have encountered international markets
are common to many industries: language
barriers make negotiations difficult, and
currency conversion issues are becoming
prevalent. Currency risk will play a bigger
role in the future of corporate housing,
Wohlfert said.

Corporate housing businesses also are
susceptible to legislative hassles in terms
of setting up work permits and offices.
Particularly in the process of interviewing
suppliers, the interference of government
regulations is noticeable.

“You have to become an expert in all of
these different countries and their
employment and business laws,” Wohlfert
said. “You want to know these laws as
well to better understand the constraints
of your providers in their countries.”

Maintaining a consistent level of service
across these global markets is no easy
task. Housing providers cannot provide
the exact same amenities across the
globe, Wohlfert said, but they certainly
can make sure the core features do not
deviate.

Technology has provided another
resource in maintaining consistency over
a vast network of apartments. Enhanced
communication methods have played a
large role in providing homogeneity over
long distances. During the last two years,
BridgeStreet has developed tools to
communicate and measure service levels
even in far-removed markets, and
designed computer programs that
educate corporations about these
processes and procedures. In the
company’s global network, all partners
are held to certain standards through
metrics. These standards are measured
on a monthly basis and shared with the
clients and suppliers. In addition, the
company has a web-based tool to
distribute requests for housing across the
U.S. network—currently, it is being
expanded to cover the global network.

“We are continually educating our
network and measuring our network in a
perpetual improvement loop,” Wohlfert
said.

International corporate housing providers
also are seeking ways to offer their
services to companies installing
operations in second-tier cities and
emerging markets.

“In markets where we do not have
Oakwood properties, the need for referral
services or assisted services, like our
accredited provider program in the United
States, is growing,” James said. “Many of
our relocation customers are moving
people to areas that have not been
previously served by Western-style
temporary housing. We're working to find
our customers solutions that meet
Oakwood'’s standards and exceed client
expectations.”

The benefits of using corporate housing
during international assignments are
becoming clear to many corporations with
global operations. According to Michael
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Washbourn, CRP, GMS, manager of
global relocation services for Pfizer, New
York, NY, his company mainly relies on
its local human resource contacts in their
international locations for housing needs,
which has not always proved the best
option.

“Depending on the country, it can get
quite costly many times to secure proper
housing,” Washbourn said. “I hate to say
it, but we have had to get involved in
contracts that are probably not as
favorable toward us as I'd wish.”

As Pfizer has been increasing its use of
short-term global assignments, the global
expansion of corporate housing providers
has caught Washbourn’s eye. He
imagines in the near future Pfizer will
reconsider its policy and approach global
corporate housing for short-term
international assignments.

With the continual extension of the realm
of global business, corporate housing
providers aim to stay a step ahead of their
clients; however, they must balance this
pioneer attitude with management smarts.

“On the global level, one of the things |
think that everybody is looking at as they
are expanding is, what are the right
choices at the right time?” Compton said.
“Where do our clients need to be? And
how do we prepare for that appropriately
without increasing risk for our company
from an inventory standpoint?”

Hotels Chains Entering the Arena
Possibly the largest outside competitor for
the corporate housing industry is the
studio-style suite-hotel business. With the
rise in the use of domestic and
international short-term assignments,
suite hotels and corporate housing are
elbowing each other for that growing
business segment. Competition can
become quite heated when a large
number of suite hotels are built in an
area.

“While we do compete for certain
segments, our products are very
different,” James said. “Corporate
apartments are located in residential,
home-like areas; hotels are commercial
buildings in business zones.”

Some hotel chains are dipping their feet
into corporate housing waters. In 1999,
hotel magnate Marriott International, Inc.,
Washington, DC, purchased ExecuStay,
a medium-sized corporate housing
provider, to add to its line-up of extended-
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stay residences, which includes
Residence Inn and TownePlace Suites.
Residence Inn and TownePlace Suites
both offer hotel services, along with
rooms that include a kitchen and separate
areas for working and dining. In addition,
Residence Inn, the luxury option that was
developed in the early 1980s, provides
more high-end hotel services, such as
laundry and daily housekeeping; holds
guest social events; and offers
complimentary breakfast.

Completing Marriott’s portfolio of
temporary living options, ExecuStay is a
fully furnished corporate housing provider,
with multi-bedroom apartments. The
apartments are not always Marriott-
owned—many are leased, and packages
are customized for guests. There is a 30-
day minimum stay, similar to the
requirements of many corporate housing
providers. ExecuStay is aimed at
business from consultants and other
businesspeople working three-to-six
month tours in a region.

A global one-stop shop for various
temporary living accommodations such as
Marriott represents a challenge for
corporate housing providers of all sizes.
APAC is Marriott’s fastest growing region,
leading the company’s overseas
expansion. Many of Marriott's
international extended-stay options are
attached to the company’s upscale “J.W.
Hotels”—the residences offer all the
services of the conjoining hotel.

“That'’s really a starting point, not the
ultimate vision,” said James Tremmel,
director of national sales for ExecuStay.
“It gets tricky internationally because of
leasing laws compared to hotel laws—
that’s a challenge for us. But our goal is to
eventually have our own inventory
separated.”

Marriott has found that the best way to
expand its temporary living operation
globally is to ensure consistency in
service throughout the various offerings.

“The customer wants an easy way to buy,
and they want one person or one form of
process they can use globally,” Tremmel
said. “In any industry, you want that....
That's been our M.O. at Marriott—you
can go into China and have a Marriott
burger, and you can go to London, you
can go to Tijuana, Mexico, and the level
of consistency is there.”

The entrance of hotel chains such as
Marriott and Hyatt International, Chicago,

IL, into the corporate housing arena has
garnered the attention of companies that
provide only furnished apartments.

“A lot of hotels are zeroing in on the
billions of dollars coming into the
extended-stay hotels and the temporary
housing industry,” said Jeanne Ann
Heiser, CRP, director of national accounts
for Korman Communities, Plymouth
Meeting, PA. “I know there are a lot of
hotels that are looking to get into this
niche business. It's definitely going to
impact the industry.”

In preparation for the competition ahead,
Korman has morphed into a
hotel/apartment option, Heiser said.
Korman buildings offer 24-hour check-in
and check-out services, along with
concierge services, daily housekeeping
services, and room service from local
restaurants. In addition, Heiser said the
company is working with online food
shopping services to provide delivery
options. Almost all Korman properties
offer spa services. Also, there is no
minimum length of stay—a guest even
can just pop in for the night.

In the Asia-Pacific region, Oakwood’s
properties are known as “serviced
apartments,” the international term for
corporate apartments. “Oakwood
operates these serviced apartments not
unlike how Starwood or Ritz-Carlton
operate hotels,” James said. “They’re
more hotel-like, even though they're fully
furnished apartments. Most buildings
have restaurants on-site, car service,
bellmen, and 24-7 desks. It's similar to a
hotel operation, but it's more residential in
feel.”

Strategic Partners

The increased role of corporate
procurement departments in provider
selection is symbolic of a new form of
alliance between clients and corporate
housing companies.

Spencer has noticed that most request for
proposal presentations now are attended
by purchasing or procurement
representatives, or even the CFO, which
is quite different from five years ago when
the decision was in HR'’s corner or left to
a third-party relocation company.

“We have taken a more business
approach to our sales, with formal
quarterly business reviews, and by
bringing trends and strategies to our
customers, versus just selling a product
or service,” she said. “[It's] a more
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strategic partnership with our customers,
helping them meet the goals and
objectives of their organizations....”

Corporate housing providers are striving
to be recognized as something more than
just a service. They are reconsidering
their operations in order to assume the
roles of business partners. “Our corporate
clients are looking at their structures and
their processes and trying to find
additional ways to create efficiencies—
corporate housing [professionals] can
assist them,” Compton said. “There’s a lot
of pre-planning and forward thinking that
corporate housing companies are doing
today to be strategic and anticipate their
clients’ needs.”

One way in which a corporate housing
provider partners with a corporate client is
by educating transferees about the
destination they are relocating to,
Compton said. BridgeStreet offers
extranet sites available to clients that
contain highly localized content for
transferees becoming acclimated to a
new area. The material ranges from
cultural information to permanent housing
options. In addition, BridgeStreet provides
accurate, real-time metric reporting online
so its clients can analyze, from a
management perspective, if they are
getting substantial return on investment.

“Those are some of the ways we can
assist large corporations in advance so
that their people are better educated and
their expectations are appropriate,”
Compton said. “Keeping the line of
communications open from guest to
corporate housing provider and from
provider to corporate client contact is the
key to satisfied guests and a healthy
partnership with clients.”

Some corporations already consider their
corporate housing providers strategic
partners.“We very much depend on our
corporate housing provider—it's an
extension of our relocation department
and of our relocation team,” said Terry
Mandle, CRP, senior manager—
relocation for Sara Lee Corporation,
Downers Grove, IL. “They understand our
policy, so when we authorize someone for
help, they know... what we have agreed
to provide, and they administer that part
of the benefit, freeing us up.... And then
the only time when we hear back is if
there is a question or a request for
something that is outside the guidelines.
But they pretty much take the baton and
run with it.”
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Mandle said Sara Lee will suggest its
corporate housing provider to vendors
staying in the area in an attempt to send
business its way.

“To be a long-standing corporate housing
supplier, you must be very responsive to
a client’s needs, and recognize and
respond to the struggles they are having
over time, said Dave Caple, president and
CEO of ABODA, Redmond, WA. “If you'’re
just trying to sell a cookie-cutter stuff
service, then it becomes a commodity to
the client. It may be easy for them to buy
or sell the service, but it's not really
answering their unique needs or
differentiating your company from the rest
in their entirety.”

Avoiding the label of commodity is
possibly the most daunting obstacle on
the road to becoming a strategic partner,
but corporate housing providers have
found ways to resist being pigeonholed.

“You have to quantify your service and
you have to bring value in a different
way,” Spencer said. “But you don’t want
to lose sight that you're not a commodity,
and that has to come across in your sales
approach.”

When a client tells Oakwood that the
company feels like a partner, James
considers it a tremendous compliment.
But the partnership works both ways—
James noted that many domestic and
international locations Oakwood has
entered were at the request of clients.

“We feel we're strategic partners,
especially in the relocation industry,”
James said. “It is critical that we meet
with them on a regular basis, fill their
ever-changing needs, and come up with
new products and services that meet or
exceed those needs.”

Gavin Dunaway is staff writer for
MOBILITY. He can be reached at +1 202
862 4237 or e-mail gdunaway@erc.org.
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Creating Great Customer Experiences for Relocating Employees: How
Exceptional Customer Service Can Be Your Competitive Edge— Part 1

By Jane Neumiller-Bustad

In the world of relocation, great customer service can make all the difference between an average transaction
and a terrific experience for the relocating employee and his or her family. Neumiller-Bustad examines how
relocation management companies can use exceptional customer service to build a competitive edge.

MOBILITY April 2006

Poor customer service has reached
epidemic proportions here in the United
States, but we are not alone.

Employees from many different countries
relocating from overseas assignments
have stories to tell, too. Rudeness,
inattention to customer needs, and an
unwillingness to go the extra mile for the
customer are everyday occurrences for
many people across the globe.

In the world of relocation, great customer
service can make all the difference
between an average transaction and a
terrific experience for the relocating
employee and his or her family. This
becomes a critical business differentiator
for your organization—whether you are
the company transferring the employee or
a third-party company serving a variety of
clients.

In his latest book, “The World is Flat,”
author Thomas Freidman explores the
changes that have taken place around the
world as the technology revolution has
affected India, China, Eastern Europe,
and other areas of the world.

High-speed Internet access, website-
authoring tools, blogs, and powerful
search engines allow people around the
globe to create, package, and
disseminate information at a rate
unknown at any other time in human
history. That creates enormous new
opportunities for businesses of all sizes
and in all locations—including those in the
relocation industry.

The Implications
This technological shift has at least
five customer service implications:

1. The “third world” isn’t third any
more. Smaller countries are growing in
sophistication, education, and
expectations, and companies all over the
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world are competing with each other.
“World-class service” takes on new
meaning in this type of environment.
Delivering an “adequate” or “good”
relocation experience is not enough to
distinguish your company from your
competitors—some of whom may be in
other countries or operate mainly over the
Internet.

2. A “flatter” world. As the influence of
the Internet continues to spread,
information becomes more widely
available to people, creating the
“flattening” effect Friedman alludes to in
his book title. Simply providing
information about the relocation process
is not a competitive advantage—it is a
commodity. Your business has to create
an exceptional “experience” for your client
that boosts your image above the
competition.

3. Employee talent from everywhere.
As companies in other countries grow
their businesses, the competition for
employee talent increasingly becomes a
global contest. Thus, relocation
companies are competing globally, as
well. Your competition is not just the
company down the street or across the
country—it potentially is in any corner of
the world where there is an Internet
connection.

4. Price is everything—maybe. Itis a
reality in today’s Internet-based
marketplace that both consumers and
businesspeople tend to base their
purchasing decisions solely on price. If
you are not the lowest-priced relocation
provider, your challenge is a steep one—
how do you distinguish yourself in the
midst of a sea of similar competitors? On
the other hand, if you wish to be the
lowest cost provider of relocation
services, tomorrow may bring another
company willing and able to go even
lower.

5. Creativity stands out. Companies
hoping to compete in the flatter world
need to develop creative, innovative, and
engaging customer service strategies to
serve the needs of their relocation clients
or relocating employees.

Cost

Globalization also has an effect on the
cost of relocation services. Internet
technology reduces the costs required to
provide many relocation services. While
this can be a positive trend, it also has a
negative effect.

Relocation services have become
“commoditized.” “Commoditization” is the
process that turns any product or service
into a commodity—something that is
purchased on price alone. We live in an
era in which “price” is the driving factor in
most buying decisions, whether it is the
consumer or a corporation doing the
purchasing.

Organizations that succeed in crafting
exceptional customer service experiences
can help remove themselves from the
“commoditization competition.” To be one
of those organizations, you must prove
that the value of an exceptional customer
experience is worth far more than the
actual price that is paid.

Value

What is the value of a transferred spouse
being comfortable with his or her new
home? The value of finding the perfect
school for a transferee’s child? What is
the value of an effortless transaction to a
corporate relocation specialist? What is
the value of an efficient problem-
resolution process? Or the value of
paying a small moving claim instead of
making the transferee jump through
hoops to validate the damage?

People gravitate toward exceptional
customer experiences (in part because
they experience so few of them) because
they create high value for the customer—
whether that value is tangible or
intangible.
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But what determines if a product or
service is of “high value?” Our customer
service classes always include a slide
with the following equation: “Value equals
benefits minus costs.” It is important to
remember that customers constantly
perform this mental calculation.

Benefit

Customers always are weighing the cost
of your product or service against any
potential benefits they stand to gain. You
must prove that the time, cost, energy, or
any other type of savings the customer
gains is worth the cost—whether
financial, emotional, status-related, or
time-based.

Exceptional customer service has a
higher benefit to the customer than what it
costs him or her to obtain the service—
particularly when you consider the
emotional component. People love feeling
special, unique, and cared for. When a
customer has an encounter that makes
him or her feel that way, the benefit far
exceeds the cost.

To kick-start the process of developing
engaging customer service strategies, the
central question that any organization
needs to ask is: “What experience do |
want my customer to have when he or
she interacts with us?”

To create an ideal customer experience,
take the time to envision a “perfect’
customer encounter within your particular
organization. Use a series of questions
that force you to look beyond the obvious.
What is the customer seeing?
Possibilities include friendly faces,
luxurious surroundings, or perhaps a well-
designed website.

e  Whatis the customer hearing? Could it be
laughter, music, or a foreign language? Is
there a standard greeting he or she
should hear? A warm and genuine tone of
voice?

e  What is he or she touching? Maybe it's a
brochure, a child’s teddy bear, or an
apartment entry keypad.

e  Are there smells involved? Think about
the aroma of chocolate chip cookies warm
from the oven, a dozen roses, or the smell
of clean laundry.

e  What about taste? A cold glass of soda, a
sip of fine wine, or an exotic meal could
be part of the customer’s experience.

. If your customer was to use one word to
describe his or her experience with your
organization, what word would he or she
choose? If the customer expressed his or
her feelings in one sentence, what would
he or she say? If he or she wrote a
paragraph, how would it read?
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A World-class Experience

Crafting a wonderful customer experience
starts by creating a mental image of your
desired end state—a delighted
customer—and working backward from
there. The questions above are just a
starting point; do not be afraid to dream
big and envision a dramatic customer
experience.

Keep another scenario in mind as you
work: envision your ideal customer
encounter. Customers are comparing
experiences across a wide range of
different businesses. A customer will
compare your relocation assistance with
the service he or she received this
morning from his or her bank, weekly
contact with his or her Internet-based
DVD rental service, the restaurant he or
she dined at last night, or last's week’s
doctor visit.

World-class service does not mean world-
class in comparison with other relocation
companies; it means world-class in
comparison with every positive
experience the customer has ever had
with every organization he or she has
ever encountered.

That is a pretty tall order, but this
comparison is happening on a daily basis.
Even if your organization is at the top of
the heap in the eye of the customer
today, tomorrow is another day and you
may find yourself in second, third, or
fourth place before you know it.

For a corporation, creating an exceptional
relocation experience for transferring
employees becomes both a recruiting and
talent retention tool. Word will spread
about the quality of the relocation
experience for both the transferee and his
or her family.

For a third-party relocation company,
creating a reputation for exceptional
customer service serves both corporate
clients and the individual transferee.

In next month’s article, | will examine
some of the practical tools you can use to
create an exceptional customer
experience for your relocation clients and
relocating employees.

Jane Neumiller-Bustad manages customer
service training for PROSOURCE Educational
Services, a division of Kaplan Professional
Schools, in St. Paul, MN. She can be reached
at +1 651 523 1095 or e-mail jane.neumiller-
bustad@kaplan.com.
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Creating Great Customer Experiences for Relocating Employees: How
Exceptional Customer Service Can be Your Competitive Edge— Part 2

By Jane Neumiller-Bustad

In the world of relocation, great customer service can make all the difference between an average transaction and a terrific
experience for the relocating employee and his or her family. In Part 2 of this article, Neumiller-Bustad examines how to
determine what the customer desires service-wise and how to turn a problem into an opportunity for In last month’s article
on customer service, we looked at the strategic aspects of initiating or improving your customer service strategy,
noting that the first step is envisioning an ideal customer encounter with your business or organization.

MOBILITY May 2006

Once you know the type of experience
you want your customers to have, you
then identify and improve the skills
needed for your employees to deliver an
exceptional level of customer service.

In the relocation industry, basic customer
service skills are an essential component
to crafting a positive relationship with your
clients. By basic, you should ensure that
the “hellos” and “goodbyes” given by your
employees are genuine and warm. Some
organizations prefer a standard greeting
be given, but care should be taken to
ensure it is authentic and not rote
memorization.

Do not assume that everyone in your
organization understands the necessity
and importance of a friendly greeting.
There are different generational
expectations regarding greetings and
farewells—but you should ensure that
everyone understands the importance of
making your customers feel welcome and
appreciated.

In any customer transaction, there are
many expectations—generational being
just one. One of the biggest challenges
facing any organization is seeking out
customer expectations—listening and
learning what the customer wants in the
transaction.

As a starting point, any customer
generally has several basic expectations:

Speed. Today, customers want it fast,
whatever “it” may be. How quickly you
can process a transaction, return a phone
call, or respond to an e-mail makes all the
difference.

Personal touch. No one wants to be just
a face in the crowd. The more you can
demonstrate you personally know and
care about your customer, the more he or
she will respond to you. Knowing your
customers’ children’s names, sending a
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birthday card, or remembering to ask
about a sick parent demonstrates a level
of care and concern that a person cannot
find most places these days.

Accuracy. Customers want you to “get it
right,” and because so many places seem
to “get it wrong” time and again, the effort
you put into accuracy can make a big
impression. In the relocation business,
accuracy is critical.

Moving dates, contract details, corporate
policies—there are many opportunities
throughout a relocation to demonstrate
you understand the importance of getting
the details right.

Cooperation. If you listen closely, you
can hear your customer whispering, “work
with me here,” every time you talk with
him or her. Put yourself in the shoes of
the customer—are your policies and
procedures designed to make his or her
life easier? Are you easy to work with?
Flexible? Responsive? If your customer
suffers a problem overseas, are you the
one he or she trusts to help fix the
problem as quickly as possible?

Economy. In this era of “lowest price
wins,” it can be tempting to assume every
customer always wants to pay the least
amount possible for every service you
provide.

However, customers desire and will pay
for “value”—if you can communicate
clearly the value you provide.

Does working with you save the corporate
relocation department time, money, or
effort? Do transferees value their
interactions with your department as time-
saving or high value? If you are unsure,
you must develop effective methods to
find out what your customers think about
your service.

The more you understand your
customers’ specific expectations, the
better you can develop your relocation

services to meet and exceed those
expectations. While that is an easy
statement to make, it can be challenging
to find the time or funds to develop a full-
blown customer survey.

Open- and Closed-ended Questions

A less expensive way to plumb the depths
of your customers’ expectations is to
learn how to effectively use two different
types of questioning techniques. By
alternating between “closed-ended”
questions and “open-ended” questions,
you can probe your customers’
expectations and dig deeper into their
needs and wants.

Closed-ended questions can be
answered with a simple “yes” or “no.”
When a waiter at your favorite restaurant
asks you, “was everything to your
satisfaction tonight?” and you respond,
“yes,” he has asked you a closed-ended
question. You do not have to provide him
with any further information if you are not
so inclined.

Many times, we think we are entering into
a dialogue with a customer, hoping to get
some useful information about our service
to him or her. Those conversations often
lead to frustration, however, because we
never seem to get beyond a superficial
response. Quite often we are simply
asking our customer a series of closed-
ended questions, which will produce very
little insight.

Open-ended questions are those that
cannot be answered with a “yes” or “no.”
They “open up” the conversation, allowing
the respondent to give his or her
perspective or opinion. It can be a deeper
level of discussion, allowing for a real
exchange of views.

If your waiter had asked you to rate your
dining experience, that would have been
an open-ended question, inviting you to
respond in a number of different ways.
You could talk about the tasty steak, the
attentive service, or the warm and cozy
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atmosphere. He opened up the
conversation for your response.

Most people have a natural tendency to
ask one type of question over the other. If
you prefer closed-ended questions, your
challenge is to ask questions that start
with “how,” “why,” “when,” “who,” “what,”
or “where.” You might ask a transferee,
“what has been the best relocation
experience you have had to date?” or
more simply, “what are your expectations
regarding this move?”
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If you naturally ask open-ended
questions, you have to practice closing
the conversation down with closed-ended
questions, like “did,” “can,” “do,” “is,” or
“will.” Your task is to ask questions like
“did the move meet your expectations?”
or, “is there anything else | can do for
you?”

Regardless of your natural inclinations, a
skillful use of both open- and closed-
ended questions can expand and contract
the conversation as needed to get to the
heart of your customers’ expectations.

Inconvenience Versus Crisis

Working in the relocation business is
emotionally demanding. As you seek to
understand and respond to your
customers’ expectations, you will
encounter all types of behavior—from
both the customer and your colleagues.
That behavior is not always polite or
pleasant, especially if your customers’
expectations are not met. And while it is
easy to say, “get to know your customer,”
in real life customers have a way of hiding
their expectations until they are upset or

angry.

Dealing with emotion is what makes
customer service so challenging. And
what might appear to us as an
inconvenience may in fact be considered
a crisis by the customer.

Picture the maintenance department of a
major car dealership—dozens of cars in
various stages of repair. You bring your
car in for an oil change, expecting to be
out of the dealership in 45 minutes, with a
few minutes to spare before you need to
pick up your 5-year-old from kindergarten.
Last time it took 45 minutes, as well as
the time before. Your expectation
regarding length of time has been set by
your generally pleasant past experiences
with this dealership.

©2006 Worldwide ERC®

Unbeknownst to you, however, today is
different. Two of the regular mechanics
have called in sick and cars are starting to
back up. It now takes 60 minutes for an
oil change. An extra 15 minutes might not
seem like much to the harried shop
manager, but it is a big inconvenience to
you. Your concern mounts as time ticks
by. When the school day ends, your
irritation turns to anxiety and then anger.
Assurances from the staff that your car
will be ready “soon” do nothing to soothe
your mounting frustration.

When the car is finally ready, you explode
in fury at the helpless cashier. She is
shocked by your “unwarranted” attack
and responds in kind. When the shop
manager comes out to see what is wrong,
she does not respond well to your
comments about “incompetence” and
invites you to leave and not return. You
reply that you were not planning to come
back and will furthermore tell all of your
friends not to come back.

The tardy schedule was perceived by the
shop manager as an inconvenience and
as a crisis by the customer. By the time
they were face to face, emotion had long
since replaced logic. The dealership lost a
regular customer, the cashier was
distraught, and the shop manager needed
several more antacid tablets to get
through the afternoon.

Service broke down in this case, and
everyone was left with painful emotions
and unresolved frustrations. You can
picture the same sort of emotional
encounter when a real estate closing
does not happen on time, an overseas
flight is delayed, or a transferee’s file is
not kept up to date and accurate.

Grace Under Fire

Service breakdowns are really an
opportunity in disguise. Instead of
responding emotionally, good customer
service advocates become “service
detectives,” trying to track down the
source of a customer’s anger and then
discovering what can be done to repair
the damage.

A number of studies have shown that
when a company successfully resolves a
customer’s complaint, customer loyalty
goes up. An angry customer or a
mishandled situation is an opportunity to
“perform” for the customer—to go above
and beyond in creating a stronger bond
between customer and organization.

There are several steps you can take to
demonstrate your sincere desire to
resolve the customer’s problem.

Listen. When you practice your open-
ended and closed-ended questions with
customers, they will respond by talking to
you. Your job is to now listen to what it is
they are saying. Listening does not mean
nodding your head as your brain busily
tries to figure out the best way to say “we
are not responsible.” Listening is the
process of actively processing the
information the customer is telling you.
You need to quiet your mind, turn off your
auto-response system, and really engage
yourself in the conversation. As a service
detective, your mission is to uncover the
details, not assign blame.

Acknowledge. Sometimes the customer
is wrong. Sometimes the customer is
right. And sometimes the situation is so
confused it is difficult to say what really
happened. Regardless of what really
happened, your customer is angry. Now
your task is to acknowledge the very real
frustrations the customer has
experienced.

You begin by acknowledging both the
situation the customer is experiencing
and the feelings he or she is having. You
might say: “Mr. Garcia, | can see that you
are very upset by this situation. You
waited around for the moving company to
come and make an estimate for you, and
when they did not arrive it threw off your
schedule for the entire day.”

Notice you did not apologize (maybe the
customer had the wrong date in their
calendar), and you did not assign blame
(which looks weak and spineless to most
customers). Your task at this point is
simply to do the customer the human
courtesy of acknowledging his or her
aggravation.

Apologize. When it is clear your
organization has made a mistake, it is
time to apologize. “Mr. Garcia, | checked
our schedule and we sure did ruin your
day. Our people had Thursday on their
calendar, not Tuesday. You have my
sincere apologies for our error. As the
department manager, it is my
responsibility to see that these errors do
not occur and | am very sorry this
happened.”

To be their most useful, apologies should
be delivered in the first person (stand up
and take your medicine—do not push this
off to a subordinate), be sincere (yes,
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your organization really did make this big
mistake), communicate responsibility and
regret, and be specific to the customer’s
experience. A formal letter does not cut it.
The more serious the error, the harder
you need to work to make it up to the
customer.

Problem-solve. Now it is time to fix the
situation. Determine the real problem and
try to focus on what you can control. “We
cannot give you your day back, but we
can reschedule you for tomorrow or
whatever day is most convenient for you.
What day fits best with your schedule this
week?”

Offer a goodwill gesture. “As a way of
showing you we are sorry for your
inconvenience, we would like to offer you
a coupon for a free dinner for you and
your family at La Mer.” Goodwill gestures
can be tangible (coupons, discounts,
waived fees) or they can be intangible
(personal delivery, a walk to the
customer’s car, or a written a note of
apology). Delivered with sincerity, they
can go a long way to repairing the
damage done by a service breakdown.

Follow up. The final step and one of the
most important. Follow up with a personal
note, a phone call, a notation in the
client’s records about what happened—
whatever you can do to make sure the
customer knows you do not intend for the
same mistake to happen again.

Delivering exceptional customer service is
essential for your organization’s success
in the years ahead. The competition
continues to increase, the challenges
grow larger, and the expectations of
customers continue to expand. Truly
exceptional customer service is still a
rarity today. You have the chance to
distinguish your organization from the
competition on a daily basis—make the
decision to offer customer service that
gives your team the competitive edge.

Jane Neumiller-Bustad manages customer
service training for PROSOURCE Educational
Services, a division of Kaplan Professional
Schools, St. Paul, MN. She can be reached at
+1 651 523 1095 or e-mail jane.neumiller-
bustad@kaplan.com.
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Lump Sums—The ‘Garlic’ in Relocation Policies

By David B. Barlow SCRP, GMS

Lump sums are meant to enhance relocation policies and benefit both the organization and the transferee.
However, when used improperly, they can have the opposite results. Barlow identifies how to
enhance a relocation policy through the appropriate use of lump sums.

MOBILITY — September 2005

South of San Francisco lies the town of
Gilroy, the “Garlic Capital of the World.”
During the yearly Gilroy Garlic Festival,
the aroma of garlic permeates the air as
people find new ways to use and cook
with this wonderful spice.

Any good cook knows that garlic, when
properly applied, can enhance a dish and
bring out more flavor, which makes a
meal all the more enjoyable. But garlic,
improperly applied, also can overwhelm
an otherwise fine meal; applied in excess,
it can ruin the dinner entirely.

Lump sums, when used in relocation
policies, are much like garlic. When
properly used, they can enhance a
relocation policy and benefit both the
company and the transferee alike. But
used improperly, lump sums can
undermine the desired outcome of a
relocation process—namely to have in
place an effective and supportive program
designed to provide the best resources
available to assist the transferee and his
or her family in the transition to the new
work location.

Relocation is a process that works best
when the policy it is based on will yield
positive results to both the transferee and
the company (which should be based on
metrics of both cost efficiency and high-
quality service and support). The
appropriate use of lump sums has a
significant impact on the positive
outcomes desired. But, like garlic, they
must be used in moderation to achieve
the proper effect.

The Concept of the Lump Sum

The concept of relocation lump sums is
easy. It is the direct payment of a pre-
determined amount of money to a
transferee to be used to cover (in whole
or in part) one or more anticipated
expenses incident to a relocation event. It
is given with the understanding that the
actual amount spent—or not spent—on
the particular relocation cost component
may be less than or more than the actual
lump sum provided. In addition, a lump
sum, by definition, eliminates the need for
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the transferee to submit receipts for the
costs incurred to the company for the
relocation components it is intended to
cover in whole or in part.

A lump sum even can be provided to
assist with the entire cost of the
relocation, including the sale of the home
and the purchase of another, the
movement of household goods, and every
other relocation expense incurred. In this
scenario, one check is given to the
transferee and then off he or she goes,
completely on his or her own, without the
benefit of a relocation policy, any specific
counseling and guidance, or any
relocation-specific service providers,
forced to find and select his or her own
resources. On the other side of the scale
is the use of a lump sum to cover just one
component of relocation, such as the
homefinding trip. In the middle range
would be a lump sum that is designed to
assist with several relocation features,
such as the expenses associated with the
homefinding trip, temporary living, and
trips back to the origination location.

While most companies have a policy
legacy of reimbursement for specific costs
(subject to benefit component caps and
other limitations), most companies have
used lump sums in whole or in part for a
long time. The use of lump sums,
calculated in numerous ways, for college
new hires, has been popular for many
years. In relocation policies for full-time
exempt employees, the lump sum was
first used to pay for the large number of
incidental expenses incurred in a
relocation and is known by several
names, including the relocation
allowance, incidental allowance, or the
most common name used today, the
miscellaneous expense allowance (MEA).
The vast majority of company relocation
policies today contain this feature, and so
it can be said that most companies do
have (at least in part) a partial lump-sum
program.

Lump sums always have been a “hot
topic” in the relocation industry, and one
of the most popular sessions at both
Worldwide ERC® conferences and
regional relocation meetings. Today,

more than ever, we hear about lump
sums, and every indication is that their
popularity will continue to increase.

The Expansion of Lump-sum
Programs

Why are lump-sum programs expanding
in relocation policies that previously had
just one lump sum, namely a MEA. There
are many factors pushing the trend
toward more lump sums, but two of the
most important are discussed here.

The changing nature of transferee
demographics and their expectations, as
well as the diminished use of traditional,
unconnected “silo-like” components,
versus “cafeteria plan” relocation benefits,
generally are considered the two main
reasons.

Company relocation policies traditionally
have been based on providing
transferees with specific individual
relocation components, such as
homefinding trips and temporary living. In
these cases, the particular individual
relocation benefit or feature is available
only if it is used—that is to say, “you use
it, or you lose it.” The limitations or caps
defined in the relocation policy for that
specific relocation component determine
the degree to which it can be used.
However, so many other areas in human
resource benefits have gone to cafeteria
plans, in which choices are offered to
employees on everything from medical
plans to 401(k) plans to paid time off. This
atmosphere of providing a defined “menu”
of benefits from which an employee can
choose the items that he believes best fit
his or her needs is how so common in
companies that the traditional relocation
policy—which may or may not have tiers
based on grade level and/or a
homeowner/renter differentiation—now
may appear somewhat dated. This “silo”
system of providing relocation benefits
based on specific individual features has
an impact on both the transferee and the
company.

The Transferee

The transferee perceives that the specific
relocation component is based on “one
size fits all,” which may not fit his or her
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particular needs. The transferee knows
that if he or she does not use the specific
relocation benefit component offered, it
will be lost. Further, the transferee soon
figures out there is no way the company
would ever know whether he or she
actually needs the benefit or whether he
or she would use it prudently.

The transferee typically wishes that the
non-use or limited use of one relocation
component would allow for the greater
use of another component that may be
needed beyond that which is allowed—
namely a more cafeteria-like approach to
relocation benefits.

The transferee discovers very quickly that
company money can be spent inefficiently
and there is no personal reward or
motivation to him or her for prudent use—
usage is only restricted by policy limits or
caps.

The Company

The company knows specific relocation
components, once granted, along with
policy limitations, are difficult to take away
or reduce.

The company recognizes relocation
policies are more complicated with
individual components and the desired
result of administrative simplicity is harder
to achieve.

The company senses that total relocation
expenses continue to increase as a result
of the cost of providing specific relocation
components.

The company often realizes that
budgeting for relocation costs is difficult
because there is no way to know in
advance how much will be spent in each
relocation benefit component.

It recognizes that transferees will seek
exceptions on individual relocation
components with no “offset” or savings
required from them for the reduced use of
other relocation benefits.

The company also knows that, unlike
other employee benefits, there is no
“choice component” in which both the
company and the transferee could share
in the savings from wise transferee policy
usage.
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The Outcome

Transferees will spend their own money
far differently than they will spend their
company’s money. The result being that
both the transferee and the company
have a less efficient program with less
probability of achieving high transferee
satisfaction levels with the most effective
use of relocation dollars than would have
been the case had there been a well
thought-out lump-sum feature within the

policy.

The proper and the perceived actions
companies are taking in order to comply
with Sarbanes-Oxley has necessitated
that public companies must identify those
individuals in their organization who are
covered, and they must also change the
relocation process itself for these
individuals in order to avoid any possibility
that an action might be seen by an
outsider as “loan-like.”

Some companies have determined that
even the advancement of these
Sarbanes-Oxley-identified transferees’
home equity is “too risky,” and thus, the
traditional homesale programs, such as
amended value, are more difficult to use.
In order to be as safe as possible, more
and more companies are simply writing
these employees a check—in essence a
lump sum for the whole relocation. It is
understandable why some companies
have made the decision that they must
handle relocation in this way, but there
have been some unintended
consequences from this practice. Some
companies have come to the conclusion
that if a single lump sum for the entire
relocation can work for the top-level
people (those covered under Sarbanes-
Oxley), then there is no reason why it
could not work for all transferees.

A company taking this approach when it
does not have to ignores the tax benefits
of a properly constructed homesale
program under IRS Revenue Ruling 72-
339 and the exclusion from W-2 income
of certain types of moving expenses
(provided the distance and time
requirements are met) provided for in IRS
Code Section 217.

Unintended Consequences

The learning here may not be as obvious,
but is far more alarming. If lump sums
(checks written directly to the transferee)
for the entire relocation become a “way of
life” for companies outside of their
employees covered by Sarbanes-Oxley,
then the tax consequences could be
dreadful to the transferee or the company

(or both). In addition, the whole notion of
a relocation managed by a defined and
proven process in partnership with
relocation providers and relocation
specialty firms with experienced and
competent people is lost. The relocation
industry as we know it would be replaced
by transferees who would be on their own
and left to pick the companies and
services they need from the Yellow
Pages, all because companies were a
little overzealous with the garlic.

How do you determine what should and
should not be in a lump sum for
transferees not covered by Sarbanes-
Oxley?

Homesale assistance. The sale of a
qualifying home never should be in a
lump sum (managed or otherwise), as the
tax benefits of a properly structured and
managed homesale process would be
lost. Under a tax-qualified process (such
as an amended value program), most of
the costs are not included in the
employee’s income. If these costs are not
included in a lump-sum program, the
effect is the same as a direct
reimbursement program. That is, the
costs are taxable, withholding and payroll
taxes are required, and the costs appear
as wages on the employee’s W-2. The
homesale process should always “stand-
alone” and be distinct from a lump sum,
which may provide for one or more other
relocation events.

Tax excludable moving expenses. Tax
excludable moving expenses include the
shipment of household goods, the first 30
days of storage, and final trip
transportation—airfare and $0.15 per mile
driven, when applicable—and lodging en
route, including the last night in the old
location and the first night in the new
location. Generally, these items are not
put into a lump sum because the tax
excludable advantage to the company is
lost. Even if relocation features included
in a lump sum are not tax-assisted
(grossed-up), having these items in a
lump sum has an effect on the company’s
total relocation cost because the
company must pay its 7.65 percent share
of FICA and Medicare, which is avoided if
the amounts are excluded from wages.

If the company includes these tax-
excludable items in the lump sum,
transferees need to be advised that all
receipts associated with these items
should be retained and can be “written off
above the line” when they file their federal
income tax return. Experience has shown
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that when these tax-excludable items are
in a lump sum, and even when
transferees are advised that they can be
written off, they typically fail to do so. The
reason they fail to do so is because they
(and/or their tax preparer) erroneously
believe they cannot take these items as a
deduction on their federal income tax
return because the company (through the
use of a lump sum) has reimbursed them
for these expenses. However, unless a
company specifically reimburses these as
individual items, these expenses can be
written off by the transferee when
included in a lump sum.

Therefore, companies would be wise to

exclude both the costs of homesale and
the tax-excludable benefits from a lump-
sum program.

The Best Solution

What is the best solution or approach to
an increase in the use of lump sums in a
relocation program? Consider reducing
the number of individual relocation policy
components by combining two or more
components with the same tax treatment
into a lump sum. Each company will want
to determine what specific components
should be contained in a lump sum—
based not only on the types of relocation
expenses (noted above), but also on the
company’s relocation philosophy and
culture. For instance, is there a company
culture that provides for frequent
exceptions, or is there an environment
that would be amenable to a lump-sum
program in which transferees would know
this is all they will receive? What are the
goals for relocation? Are they strictly
financial or are there other
considerations, such as service levels,
retention, and administrative ease?

Based on these policy options, a
company can choose which components
lend themselves to a lump-sum approach,
and how these components fit together in
the policy. In addition, if a company has a
tiered program, an additional decision
needs to be made as to whether or not to
tier that portion of the relocation policy
that would be paid as a lump sum.

Determining the amount of the lump sum
can be handled in several ways. A “pure”
approach is to recap—based on
information the company or its service
provider already has in its expense
database—how much historically has
been spent on each component. From
this information, a company can
determine how much it wishes to save.
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For instance, if temporary living,
homefinding, and the MEA are included in
a lump sum, a company would add up the
average amounts, and if they wanted a 10
percent savings, pay 90 percent of the
total as a lump sum. Another approach is
to pay what the industry averages are.
For each relocation policy component,
there is an industry average and these
component costs would make up the
lump sum. The final approach is a “non-
data” approach, which is a lump sum
simply based on how much a company is
willing to pay.

Once the lump-sum amount has been
determined, there is the issue of how the
lump sum will be given to the transferee.
A number of companies are using a
relocation debit card in which the lump
sum is “loaded” onto the card and the
transferee uses the card for his or her
relocation expenses. This system
provides the company with the ability to
track and monitor the actual expenses
being incurred, and based on these data,
the lump sum can be verified as
appropriate or increased or decreased if
necessary. On the other hand, as most
companies do not use a card, they need
to revisit the lump-sum components from
time to time to see if they are still in line
with what actual expenses most likely
would be.

The use of lump sums, like garlic, can be
effective or unwise. Overuse can deprive
transferees of the many benefits that a
properly managed and well-thought-out
relocation process provides for them.
Similarly, companies that fail to
understand why providing a lump sum for
the whole relocation—the equivalent of
adding too much garlic—is equally
imprudent, not only because of the lost
tax benefits but also because of the
failure to provide employees with the
opportunity to have a managed and
effective relocation process that will yield
the desired results of company cost
efficiency and high transferee satisfaction.

David B. Barlow, SCRP, GMS, is a senior vice
president with SIRVA Relocation, San Ramon,
CA. He can be reached at +1 925 327 7361 or
e-mail david.barlow@sirva.com.
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Diverse Choices for Temporary Corporate Housing

By Julie Pendleton and Andrea Schroeder, CRP

Pendleton and Schroeder describe the wide array of choices available to
employers and their transferees who are in need of temporary housing.

MOBILITY — December 2004

Atlanta
Third-
corporate party Extended
housing vendor stay Hotel

Owned

Boston

Owned Third-
corporate party
housing

Extended
vendor stay Hotel

r|‘~li§;|htI3.r )" §77.50 582 580 5209 %86 3100 89 3189
Square footage 840sqf. 750sqft | 375 sqft  S500sqft | 885sqft  750sqft. 550sqft 233 sq.fi
Cost per square foot (8) $0.04 50.11 5024 5042 $0.10 $0.13 $016 | $0.81
Variables:

Amenities X X X X X X X X

Balcony or patio (varies by proparty) X X X X X

Credit card accepted X X X X X X X X

Fees X X

Fully applianced kitchen X X X X

Individual washeridryer X X X X

Internet X X X X

Internet optional X x X X

Maid nightly x X X X

Maid optional X X X X

Master leases X X X X

Monthly invoice X X X X X X

MNational availability X X x X X X X X

MNoticed needed (1 night, 14 days, 30 days) 30 days 30 days 1 night 1 night 30 days 30 days 1 night 1 night

One point of contact X x x X

On-site management staff (no middleman) X X X X X X

Partial kitchen X X

Pets accepied X X x X X x

Private entrance X X

Rating (A-C) A A B A A A B A

Tax exira X X X X
Mote:

* Basad on one month occupancy

wned

Ten years ago there was just one
temporary housing company exhibiting at
the Worldwide ERC® National Relocation
Conference. This past May, there were
more than a dozen.

The growth in corporate housing options
gives companies and transferees the
opportunity to find better housing
solutions for a variety of needs. To
determine the best option for a relocated
employee’s short-term housing, one must
consider the following factors:

What are the rate parameters?

What is the length of stay policy?

Are transferees given a lump sum and
choosing where they live?
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What are the tax implications for the
transferee?

Can the provider meet your company’s
required service metrics?

Bob Gray, a vice president with Liberty
Mutual, Boston, MA, is very familiar with
interim housing. Having moved from
Scotland to London, England, London to
New York, NY, and, most recently, New

York to Boston, MA, Gray said, “l am truly

a lost sock in the Laundromat of life.”

Gray provides us with a first-hand
perspective of the short-term housing
options. There are several temporary
living alternatives, each with different
operational procedures. Understanding
these differences will help a company

choose the provider that best meets a
transferee’s unique housing needs. In
general, there are two housing models
with a variety options for transferees,
hotels and corporate housing.
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Mightly () *
Square footage
Cost per square foot (5

Washington, DC
Third-
party

vendor

Owned
corporate

Extended

housing stay Hotel

G50 s ft.
$0.21

300 sqg.ft
$0.63

700 sq.fi.
$0.13

770 sq.fi.
50.14

Minnesota

Owned

corporate
housing
56730
800 sq.ft.
$0.08

Extended
stay

Third- pal
vendor
379
750 sq.fi.
$0.11

Hotel

Variables:
Amenities X X X X X X X X
Balcony or patio (varies by property) X X X X
Credit card accepted X X X X X X X X
Fees
Fully applianced kitchen X X X X
Individual washer/dryer X X X X
Internet x x X X
Internet optional 4 X x 4
Maid nightly X X X X
Maid optional X X X X
Master leases X X X X
Maonthly invoice X X X X X X
National availability X X X X X X X X
MNoticed needed (1 night, 14 days, 30 days) 30 days 30 days 1 night 1 night 30 days 30 days 1 nmight 1 night
One point of contact X X X X
On-site management staff (no middleman) 4 x x x X 4
Fartial kitchen x X
Fets acceptad X X x X X X
Private entrance X X
Rating (A-C) A A B A A A B B
Tax extra X X X X
Note:

* Based on one month occupancy

The Hotel Option

The first and most traditional option is
temporarily housing employees in a hotel.
Hotels offer arrival and departure
flexibility, check-in ease, and daily maid
service. Most also offer frequent guest
reward programs, which transferees see
as a perk of a relocation. The market
segments run from economy to luxury,
with most companies choosing moderate
or business class accommodations during
relocation.

Hotels typically have high daily rates, and
meal expenses run higher due to lack of
cooking facilities. Not being able to leave
milk in the fridge and cereal in the
cupboard can cause an inconvience and
added calories for some. Taxes raise
daily rates by as much as 19 percent in
some markets, although they can be
waived for stays of 30-plus consecutive
days.

Gray said his company placed him in a
luxury hotel for almost a month. He said
that a normal hotel is not a good option
for any assignment lasting more than
three weeks. “It's too expensive from the
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employer’s standpoint, even with a
corporate discount,” he said. “[Hotels]
lack living space flexibility, particularly for
families or married couples. Even suites,
except at the top end, are small in size.”

Additionally, if the transferee travels on
weekends or for other business reasons,
the employee and/or family must take all
of their belongings with them, or leave
their luggage with the hotel until they
check in again on their return. But, for
relocating employees with shorter or
undetermined stay needs, the flexibility of
a hotel can make it the best choice.

The extended stay hotel concept grew in
response to the drawbacks of a long stay
in a traditional hotel room. Extended stay
hotels offer the flexibility of a hotel with a
more homelike environment. Like regular
hotels, they service several market
segments and price points: from upscale
to moderate economical.

All extended stay hotels have living,
kitchen, and sleeping areas, with upscale
properties including separate rooms. The
kitchenette space typically includes a

refrigerator, microwave, an undersized
stove, and meal prep areas, along with
dishes and utensils. Along with daily maid
service, these features make extended
stay hotels a popular choice for
transferees who need departure flexibility
or require a stay of less than 30 days.

The globetrotting Gray said, “in my
experience, | had a one bedroom suite
with separate living room and kitchen.
This was much less claustrophobic.”

Wayne Conway of MITRE Corporation,
McLean, VA, added, “We do not gross-up
temporary living costs for new hires,
making any reimbursement taxable
income. A newly hired college graduate
on a limited budget and on a stay of less
than 30 days couldn’t afford higher end
temporary living providers. That's where a
Homewood Suites or similar
accommodation is more appropriate.”

But space and home-like conveniences
are limitations to these specialized hotels.
One relocating couple recently said of
these extended-stay hotel options that,
while the husband was okay for a few
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weeks in a Town Place Suites in
Dearborn, Ml, as soon as his wife moved
in, they decided they needed to get into a
larger option with a real kitchen, fast!

The Corporate Housing Solution

The number of short-term assignments is
increasing. In reference to the 2003
Global Survey of Short-term International
Assignment Policies, Cris Collie, CAE,
Worldwide ERC® executive vice
president, said that “60 percent of
surveyed participants predict an increase
in the number of such assignments in
their organizations.” On a global scale,
the driving need for these assignments
are lower costs (49 percent),
management development programs
(37.8 percent), and employee preference
(27.5 percent).

Corporate housing has shown
tremendous growth in the last decade,
offering an affordable and convenient
housing alternative. More than adequate
kitchen and living space are key features
of corporate apartments. A corporate (or
serviced) apartment is a fully-furnished
apartment or townhouse with
housewares, local phone, cable, and all
utilities included. Housewares include
everything from pots and pans to linens,
electronics, and decorative accessories.
Most also offer Internet service, fitness
amenities, and optional maid service.

For transferees staying for 30 days or
more, corporate apartments are the most
preferred choice of accommodation. Gray
said they offer “...the greatest flexibility
and probably best value.”

Lee Koehler, CRP, manager of relocation
and immigration, EMC Corporation,
Hopkinton, MA, said, “Transferees prefer
the amenities [of corporate apartments]
and are more comfortable when families
come and visit. For those staying 30 days
or more, our transferee will choose
corporate housing over staying in a hotel
or extended stay hotel.”

With companies attempting to save
money with large relocation packages,
there has been a push internationally and
domestically for short-term assignments.
Corporate housing is a perfect solution for
these stays.

Unlike comparable hotels, the quality of
furnishings and housewares in corporate
apartments can vary greatly, making it
important to be familiar with exactly what
is included when choosing a provider.
Rates can be significantly lower than
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similar quality hotels, but there are
operational factors that can affect price.

A Closer Look

There are three business models for
corporate apartments: direct, third-party,
and blended. Direct corporate apartments
are leased directly from the company that
owns and/or manages the apartment
community. Leasing direct corporate
apartments often can result in lower rates,
but service often is limited to specific
apartment communities in an area.

Direct corporate apartments, such as
Windsor Corporate Suites, take
advantage of their ownership of
properties nationally by offering
customized packages that work for cost-
conscience transferees and lump-sum
programs. An apartment can be rented
with the full package or with any
combination to meet all budgets.

“Because we own and operate our own
portfolio of apartment communities, we
can pass on our lower overhead costs to
our clients in the form of better pricing,”
said Janet Appling of Post Corporate
Apartments, Atlanta, GA.

Koehler said, “There are lower costs
when working directly with the properties,
and our transferees like saving the
money.”

Shane Tart, move manager of Plus
Relocation Services, Inc., Minneapolis,
MN, works with EMC transferees and
agrees with Koehler. He said that renting
directly from the property is easier, and
that he receives better service and a
more timely response than when he rents
from third-party corporate housing
providers.

Third-party corporate apartments are
essentially sub-leased from a temporary
housing company. The temporary
housing company may have a lease
directly with the property management, or
may even lease an apartment from
another temporary housing company.
While third-party housing companies can
provide housing virtually anywhere, the
costs of such services typically are
higher.

Finally, some temporary housing
companies use a blended business
model, both renting directly from
properties they manage and also leasing
at unaffiliated properties. Pat Hinch, vice
president of Equity Corporate Housing in
Minneapolis, said, “Our ability to use

properties across the country that we
don’t manage, as well as those that we
do, allows us to offer more apartments in
more locations, better serving our clients
who have national needs.”

While any of these models can provide
cost savings from hotels, corporate
apartments have some drawbacks. As a
legal real estate transaction, corporate
apartments require leases, which can limit
flexibility on arrival and departure dates.
But leases can begin on any day of the
month, and stays of more than 30 days
are prorated to the actual number of days
the apartment is used when given proper
vacate notice. State and city laws differ
on lease requirements, which can
confuse or frustrate corporate clients who
like consistency.

Some states, such as North Carolina and
Florida, require a tax on certain shorter
term leases. Lee Curtis, president of
Bridgestreet Corporate Housing,
Arlington, VA, said, “While it is
challenging, we’ve really focused on
simplifying the process to make it easier
for our guests and clients, while still
maintaining the required legal
documentation.” Where the law allows,
some corporate housing companies also
offer housing for stays of less than 30
days at taxable rates.

Understanding the temporary housing
options available is a tricky task. Having
similar suppliers in several market
segments makes it difficult to keep track
of the differences between providers.
Recognizing the specific benefits of each
allows you to make informed housing
decisions.

As temporary housing has grown in the
relocation industry, providers have
responded with innovative service
offerings. Curtis reported that the
Corporate Housing Providers Association,
recognizing the need to better serve its
relocation customers, is offering a
certification that includes understanding
of the relocation industry and processes.

Andrea Schroeder, CRP is managing partner of
Strategic Five Business Solutions, Clarkston, Ml,
and an expert in temporary housing issues. She
can be reached at +1 248 393 2350 or
aschroeder@strategicfive.com

Julie Pendleton is national sales manager,
Windsor Corporate Suites of Windsor
Communities, Waltham, MA, and a member of the
MOBILITY Editorial Advisory Committee. She can
be reached at +1 781 899 5100, or

e-mail jpendleton@windsorcommunities.com.
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Temp Living: Finding the Right Home Away From Home

By Frank Mauck

As constricted budgets and reduced head counts force multinational corporations to move toward the use of shorter assignments,
temporary living, also known as corporate housing, provides relocation departments with a cost-effective solution to the wide
variety of housing considerations often associated with international relocation. Mauck examines the world of international
temporary living from the perspectives of a relocation service provider and a corporate housing company.

MOBILITY — February 2004

As organizations grow beyond the
boundaries of their home countries, it
becomes necessary to send employees
to locations where new business is
blossoming. Often, these assignments
are short-lived and costly. The idea of
providing assignees with furnished living
quarters is not new to relocation, but
given the current business climate, may
merit a second look.

According to the International
Assignments Survey 2003, conducted by
Mercer Human Resource Consulting,
New York, NY, 39 percent of multinational
organizations said they have increased
their use of short-term business
assignments. Considering the costs
associated with long-term assignments,
the trend toward short-term assignments
is easy to understand. And with the added
difficulties an international relocation
places on the expatriate and his or her
family, it quickly becomes apparent that
shorter assignments can have a positive
impact on a company's bottom line, as
well as the productivity of its employees.

Temporary living situations, with their
furnished living spaces and services for
guests, can be of great benefit for
companies faced with an international
relocation. As long as the time is kept
short, and the costs are reasonable,
temporary living can be a valuable option
for companies looking for the right
combination of amenities that are
available either through long-term
residences or hotel living.

Temporary Living, The MORI Way

Mori Building Co., LTD, led by Minoru
Mori, operates under the lifestyle brand of
MORI LIVING. The company offers both
fully-furnished service apartments as well
as long-term residences, all located in
central Tokyo, Japan. The company
prides itself on its ability to deliver a
sophisticated quality of life with state-of-
the-art facilities and hospitality features to
its residents.
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Aska Mori, deputy manager of the
residential leasing section for Mori
Building, explained that there are three
reasons why organizations opt for
corporate housing. She said that first,
organizations send their personnel
abroad for only a few months at a time,
and are unable to rent long-term housing
because most contracts begin with a one-
year leasing commitment. Compared to
staying in a hotel, temporary living proves
to be more cost-effective, and also offers
the benefits of increased privacy and
professional hospitality services.

Second, top executives often expect
world-class hospitality and services, but
also require privacy and an atmosphere
that is similar to their own homes. Mori
said that temporary living addresses both
of these necessities in a cost-effective
way.

Finally, organizations with personnel who
are planning to stay in the host-country on
longer assignments can use corporate
housing as their initial residence while
they search for suitable long-term
housing. Mori said that temporary living
offers the transferee an opportunity to
avoid the risks associated with choosing a
long-term residence without undertaking
sufficient research.

"Basically, companies are interested in
residences that can accommodate the
needs of their personnel in a cost-
effective way that also provides comfort,
convenience, safety, and lifestyle services
for their employees," said Mori.
"Especially for Western companies
relocating personnel to Japan, residences
with superior solutions to language and
cultural barriers are highly appreciated.”

Once an organization determines that
corporate housing is the best fit for its
transferee, temporary living companies
can offer a wide range of services that will
help the assignee acculturate to the host
location.

Helping the Transferee Settle In

Mori said that the global political climate
and economic situation are critical issues
in the world of temporary living today. She
said that in Japan, clients most often look
for services that include English-speaking
concierge and related cultural support,
top-level security and safety—especially
an earthquake resistance system—
proximity to important locations such as
shops, schools, and hospitals, and an
overall feeling of quality.

Mori Building focuses on international
relocation markets and offering living
solutions to problems often faced by
international businesspersons and their
families when moving to Japan, and
because of this, more than half of their
clientele is not Japanese. With such a
large expatriate population, MORI LIVING
focuses on location, safety and security,
design quality, and hospitality to set them
apart from the competition. However,
according to Mori, companies tend to
compare several options for temporary
living and select the best provider based
on their particular needs.

"Our service apartments provide a
'turnkey' style of living, where everything,
even initial toiletries and light snacks, are
already provided," said Mori. "This
enables our residents to settle in the new
environment without worry from the
moment they walk in the door."

The front desk staff also plays a key role
in helping the transferee settle-in. Mori
said that the front desk staff walk through
the apartments with the assignees when
they arrive, and explain the various
appliances, features, and services, so the
resident can fee "at home" on the first
day. She said that the employees who
staff the front desks are extremely
knowledgeable about the surrounding
neighborhoods, and can offer residents
suggestions on shopping, dining, and
entertaining. Furthermore, they see
residents on a daily basis over a period of
months, often leading to the
establishment of personal, first-name-
basis relationships with assignees.
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The front desk staff manages all inquiries,
comments, and requests from residents
and, in combination with daily morning
briefings, can ensure that all staff are up-
to-date and familiar with the needs and
concerns of transferees. Mori also said
that most of the employees staffing the
front desk have experience in living
abroad, and are sensitive to the specific
needs and stresses that accompany the
settling-in process in a new environment.

Mori said that the luxury services that
Mori Building provides also are key in
helping ease the settling-in process for
transferees. The company offers
seating/reading corners with tables and
chairs at each entrance lobby, and spas
that come equipped with lounge and meal
facilities. Complimentary breakfast
corners also provide residents with the
opportunity to meet and interact with
fellow guests. Onsite, English-speaking
medical services are also a valued
amenity among residents, according to
Mori.

In addition to the above-mentioned
services, community activities,
personalized services, and constant
attention to quality of living are key
services the transferee benefits from the
most, Mori said.

Service Providers and Temporary
Living

Royal LePage Relocation Services
(RLRS), Ontario, Canada, is Canada's
oldest and largest relocation service
provider. Although it does not own any
temporary housing facilities, it provides
temporary housing services for its clients.
Because the company maintains other
business units, such as its rental
management unit, it can offer a wide
range of properties to transferees.

According to Donna Bergles, CRP,
manager, international services for RLRS,
companies increasingly are choosing
shorter assignments, particularly
international ones. In fact, demand has
been so high for temporary properties that
the company is starting a new division to
address the unique needs that result from
temporary assignments. The new
division, called Assignment Solutions, will
seek to address the requirements of
transferees on short-term assignments.

Bergles said that because the costs
associated with longer assignments are
well known to be outside of many
companies' budget plans, short-term
assignments often could be a suitable
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substitute. She said that temporary living
situations could serve as a happy medium
for those choosing between the
conveniences of long-term rentals and the
services of hotel living.

"Most companies utilizing temporary
accommodations are looking for premises
that will accommodate the type of
transferee most often involv-ed," she said.
"In other words, a family man without a
family needs to have amenities that will
help him cope with the stay. Things like
fully-equipped exercise facilities, Internet
[and cable] access, maid service,
kitchenette, and access to restaurants
and markets are some of the features
companies look for."

Bergles said that in Canada, and most
likely anywhere in the world, location,
cost, amenities, and service
responsiveness are the most important
issues in temporary living today. She
added that the order of importance
depends on the country and length of
assignment.

Key Considerations

According to Bergles, corporations
searching for temporary living facilities
should resist the temptation to do it on
their own.

"It is my experience that though most
corporations prefer to deal with a single
service provider for their relocation
programs, they somehow feel that
temporary housing can be excluded and
that they themselves can arrange suitable
housing," she said.

"Unless the corporation has a direct
agreement with a temporary housing
provider that is national or international in
scope, the housing quality varies from
location to location by such a high degree
that transferees lose confidence in the
service. By developing a budget and a
standard for housing, a company can
save both [personnel] and costs by using
a national or international service provider
for all assignments."

Bergles said that acculturation assistance
is key for transferees on short-term
assignments. RLRS has structured its
programs and services around the needs
of both domestic Canadian transferees
and the ever-growing population of expats
and inpats and their respective needs.

"The most important piece of the
relocation is for the corporate initiators of
relocations to be educated in the need for

cultural adaptation training," she said.
"Even if someone is moving across the
49th parallel, or is a returning expat, the
need for cultural training should not be
automatically discarded as redundant.
The biggest challenges could be more
easily rectified if transferees were told
what they don't think to even ask about.
From complicated matters like applying
for a social security number or Canadian
health care coverage, to simple things like
finding the best cup of coffee, a relocation
can go sideways very quickly without the
proper assistance."

A Home Away From Home

When a transferee is on short-term
assignment, or their permanent residence
is not yet available, a corporation can turn
to temporary living as a way to alleviate
the pressures of homefinding. Taking the
best of what hotel living and permanent
residences have to offer, from luxury
concierge services to security and
privacy, corporate housing presents the
assignee with an opportunity for a smooth
transition.

Given the increased tendency for
multinational organizations to use shorter
assignments, temporary living can be a
great option for housing transferees,
provided that the costs are reasonable
and the time frame is brief.

Frank Mauck is MOBILITY staff writer. He can
be reached at 202/862-4290 or e-mail

fmauck@erc.org.
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Lessons in Lump Sums

By Kate Kelley-Dilts, SCRP

The lump-sum policy, one of the many types of transferee assistance an organization may offer,
is a key component in relocation benefit policies. Kelley-Dilts examines the crafting of a
domestic lump-sum program, and illustrates the decision-making process with several real-world examples.

MOBILITY — October 2003

Cost effectiveness and flexibility are key
to any relocation benefit. Consider the
lump sum for relocation benefits; this type
of assistance has been a part of
relocation since companies began to pay
for transfer assistance. What do lump
sums look like today? Is a lump-sum
approach the best practice for every
relocation?

The term "lump sum," as used by
companies today, can have a variety of
definitions. To some, a lump sum is a
"single payment" meant to cover all
miscellaneous corporate-paid expenses
incurred during a move. Any additional
costs are the responsibility of the
employee. Others combine only some of
the normally reimbursed expenses, such
as homefinding or temporary living, into a
lump-sum payment and continue to
reimburse other expenses.

In today's business environment, with
many companies stressing employee
independence, there is a heightened
awareness of the benefits of lump-sum
programs. In this article, key factors will
be reviewed for determining a domestic
lump-sum program (international
considerations vary), as well as
approaches in calculating lump-sum
amounts. This review of common
practices will assist in determining if a
lump sum is appropriate to include in a
corporate policy and how to best support
the company goals.

Key Questions

When considering lump-sum payments,
there are several key questions
organizations should bear in mind:

What are the company goals? Are they to
keep employees "whole," or to share the
burden of relocation expenses with
employees?

What are the company cost directives? Is
the goal to reduce relocation costs, or is
the emphasis on providing more
assistance cost effectively?
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What type of lump-sum program will work
best? Should the lump sum be a single
flat dollar amount for all levels; should it
be calculated on a case-by-case basis;
should it cover some or all benefits?

How will the lump-sum program be
administered? Is there a support process
in place to both administer the lump sum
and to ensure that the transferee and
family receive appropriate counseling and
assistance throughout the move?

How will payroll taxes be handled? Will
the company provide a gross-up or will
the employee be responsible for the taxes
on the lump-sum payment?

What are the company goals and
program intent? As the company goals
are defined, relocation managers can
determine what is driving the program
review.

Examining the Goals

"To save money, Exelon's goal was to
gain control of some of the relocation
benefits while reducing relocation
expense reports," said Julie Moretti, CRP,
senior consultant, Exelon Business
Services Company, Oak Brook, IL. "This
goal would lift some of the administrative
burden and allow exceptions to be
tracked."

Gail Cooper, director of benefits, ACCO,
Lincolnshire, IL, said the goal of her
organization was reduced administration
and empowerment of the transferee.
"ACCO recognizes different transferee
needs with an individually calculated lump
sum," she said. "ACCO wanted to convey
to transferees the expenses paid are an
investment for the company."

Rachelle Acker, human resource
manager, Alliance Data Systems, Dallas,
TX, notes an additional approach. One of
Alliance's goals was to "help managers
budget for new hires and transferring
employees. Realizing the potential costs
in advance prevents surprises and allows
recruiters to better counsel with managers
before the hiring decision is made."
Alliance Data also ensured that tax
excludable items were taken out of the

lump sum to avoid grossing up taxes for
otherwise excludable items.

The Criteria Considered

There are several important criteria to
examine when determining the amount of
a lump-sum payment. These include a
review of historical reimbursements, an
analysis of cost-of-living data for key
areas where the company expects to
relocate its employees, and a decision
about what benefits will be included in the
payment. Finally, considering previously
approved exceptions to the policy and
their cost is helpful in determining
whether or not to include those in the
lump sum.

Moretti reports that Exelon used a two-
step process to formulate their lump-sum
allowance. The company was able to
save costs and cap the lump-sum
allowance to a portion of the monthly
salary.

For Alliance Data Systems, Acker notes
that the lump sum requires employees to
manage expenses to a pre-determined
amount. This approach works well as the
employee realizes the cost to the
company as well as the financial
parameters of the benefit. Most
corporations agree that employees will
search for ways to reduce and control
costs, especially if they are working within
a lump-sum allowance. However, Acker
said there is a potential drawback. "For
some inexperienced transferees, there
may be too much flexibility and freedom
during a stressful time," she said. "They
may need someone to help them manage
the process and expenses." Continued
guidance and counseling is important to
any lump-sum program.

Policy Determinations

Once company goals have been
established, a review of the benefits to be
included can help determine the
appropriate formula for the lump-sum
amount. Some variables an organization
should consider include what type of
lump-sum program will work best, and
what formula components should be used
in developing a lump sum.
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According to professional surveys, the
needs most commonly addressed in a
lump sum at the executive level include
temporary living, homefinding trips, and
return visits. These items are frequently
combined in a calculation to provide a
lump sum while other relocation benefits
(homesale, household goods move,
destination services, and other features)
are outside of the lump sum. In addition,
reimbursed new home closing costs are
typically excluded because their cost
varies so significantly from employee to

employee based on the home purchase
price and mortgage features. For some
levels of employees, however, i.e., new
hires, college graduates, a single lump
sum often is used to cover all expenses.

There are professional services that can
provide the formula and the lump-sum
calculations based on the company
direction. Or, a corporation can formulate
its own lump-sum amount. Factors that
can support either approach may include
origination and destination locations,

family size, whether the transferee is a
homeowner or renter, distance of the
relocation, and tier or salary grade level of
the transferee. Some companies prefer to
calculate each lump sum based on the
details of each relocation, perhaps on a
per diem basis, while others opt to
develop a grid and categorize the lump
sum based on specific factors. A common
simple grid for a single lump-sum offering
might look like this:

Distance of Relocation | Tier | New Hires Tier Il Transferees

and Transferee Family

Status Renter Homeowner |Renter Homeowner
iﬁleoscation up to 300 $  xxx $  xxx $  xxx $  xxx
Single person $  xxx $  xxx $  xxx $  xxx
Family $  xxx $  xxx $  xxx $  xxx
Relocation 300 to 600

miles

Single person $  xxx $  xxx $  xxx $  xxx
Family $  xxx $  xxx $  xxx $  xxx
Relocation > 600 miles $  xxx $  xxx $  xxx $  xxx
Single person $  xxx $  xxx $  xxx $  xxx
Family $  xxx $  xxx $  xxx $  xxx

For corporations working under Federal
Acquisition Regulations (FAR), the
amount of the lump sum may be
formulated in the company bid for
government business.

"Lump sums might not work if not within
the FAR guidelines," said Pat Jenkins,
senior payroll assistant, HNTB, Kansas
City, MO. "Careful consideration of the
lump sum is critical as overages to FAR
guidelines will come out of company
profits."

A concern often expressed about lump-
sum programs is the transferee's use of
the program since no receipts or reporting
are customarily required. Hand-in-hand is
an issue regarding how the transferees
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will track taxable and non-taxable benefits
used within the lump sum. As
corporations search for avenues to help
with the tracking of expenses, some find
that a relocation debit card can be
beneficial because it provides the
transferees with a record of expenditures.
Relocation debit cards are available
through relocation professionals and can
be funded by the company in lieu of a
direct lump-sum payment. They can be
the key to continued tracking and
monitoring of the lump-sum
expenditures.

Communication of Lump-sum
Programs

Experts recommend all relocation policies
begin with a statement of intent that
reflects the company culture and

philosophy. This will set the tone of
acceptance and support of the lump sum.

"Upfront counseling with the transferee
ensures the employee's acceptance of
their responsibility," said Moretti.
"Exelon's lump sum is simple and
includes all salary ranges covering
temporary living, homefinding, and final
move."

Acker and Alliance Data Systems
similarly communicate the lump sum as
part of a tier of benefits for relocation. A
common thread in successful lump-sum
policies includes this clear communication
and intent at the beginning of the
relocation. For most programs, continued
monitoring and support for the transferee
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encourages satisfaction and reduces
potential exception requests.

A panel of corporate relocation experts at
a recent ERC conference recently
discussed the communication of lump-
sum programs. The majority agreed that it
is beneficial to advise transferees of the
method used to calculate the lump sum.
This demonstrates a consistent and fair
formula and a defense of the resulting
dollar amount. Challenges by transferees
were reduced when there was an
understanding of the corporate intent
combined with the formula used to
calculate the lump sum.

To ensure the desired intent of any policy,
not only is it important to explain how the
lump sum is calculated but what the lump
sum is intended to cover. Corporations
may instruct the transferee to use the
lump sum for reasonable homefinding
expenses and temporary living. However,
most relocation professionals agree,
providing an extensive list of items
covered, or not covered, may be
problematic. Spending habits, and the
transferee's personal decisions, may or
may not cover all items listed. Categories
of spending and limitations can be
recommended without listing specifics.

Industry advisors also recommend a clear
distinction between relocation trips and
business trips in the policy. Clear
direction and language in the policy can
support this direction. Some opponents of
lump sum fear that transferees will
"pocket" the lump sum and use business
travel for homefinding and return trips.
Though this type of abuse is not common,
appropriate travel approval steps should
be taken to manage the process and
avoid "double dipping."

Once gross-up methodology is
determined, clear communication within
the policy is needed. If taxes will be
withheld from employees' paychecks,
letting them know upfront is important for
setting expectations.

How Will Payroll Taxes Be Handled?
Current IRS guidelines regarding qualified
moves exclude household goods
shipments and up to 30 days storage
from income. Homesale program
expenses also may fall under different tax
treatments, as well as some final move
costs. These are the reasons that the
household goods shipments, storage,
some final move disbursements, and
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homesale programs, are customarily
covered outside of lump sums. Careful
consideration of the tax consequences of
the lump sum is important to the overall
costs and transferee satisfaction. Since
lump sums are considered taxable
income, each company needs to
determine if the amount will be grossed
up for taxes and, if so, what methodology
will be applied.

Accounts Payable and Payroll

Support

Before modifying or implementing a lump-
sum program, it is advisable to propose
the program to corporate accounts
payable or the payroll department. In
most cases, accounts payable and payroll
staff embrace a lump-sum program that
reduces the number of expense reports
and remittances. Reporting is often
simplified, too.

Payroll, or legal, may have some input on
how taxes will be withheld and, in the
event that a repayment agreement needs
to be enforced, how the lump sum
recapture would impact the company tax
reporting as well as the transferee's wage
reports needs to be addressed.

Is a Lump Sum Program Right for
Every Corporation?

This is a determination each corporation
needs to make after research and
analysis as well as continued evaluation.
For some, the results can be measured
and quantified.

"The feedback from transferees has been
quite positive; exceptions have been
greatly reduced," said Moretti. "Though
there was initial concern in curtailing
costs, employees have not complained.
This might be attributable to the clear
policy description of expenses covered
within the lump sum."

While Cooper experienced similar positive
transferee feedback, she said, "the lump
sum gives the employee a level of
ownership and control during a
challenging time. ACCO has not had a
single complaint."

For Alliance Data, the results have been
positive to date. Would Acker recommend
a lump-sum program? "Each corporation
has to determine what is right by weighing
the advantages and disadvantages," she
said. "The company should first define
what they want to accomplish before
delving into a lump-sum program. This
approach might not be right for every
level of employee as the most senior level

might be too busy managing our business
to administer areas of their own
relocation."

This concern is echoed by Nelly Grenon,
CRP, relocation manager, Williams-
Sonoma, Inc., San Francisco, CA.
"Williams-Sonoma, Inc. does not support
lump sums in our relocation policy as we
do not believe it delivers the level of
assistance needed to our transferees,"
she said. "We would rather manage their
relocation needs and have our associates
concentrate on their position than have
them spend time to find their own
services and detract from the new job
responsibilities."

Lump-sum programs will be most
successful for corporations that first
determine that the lump sum reflects their
corporate philosophy and culture. Next,
the formula to calculate the lump sum
needs to be identified with acceptance
from all relevant departments within the
company. Another key qualification is the
communication about the lump sum to
each transferee—what benefits are
covered, how the lump sum is calculated,
and a strong message that reassures the
transferees that while they have complete
control over how to use the funds to meet
their own unique needs, the company will
be providing assistance throughout the
move to help them maximize their dollars,
and will provide resources in both the new
and old locations to support them
throughout the move.

Annual reviews of exceptions requested,
exceptions granted, and cost-of-living
data to ensure that the dollar amounts are
still appropriate, will help keep a
successful lump-sum program viable.
Listening to feedback from all relocating
families will tell the company if the
program is still meeting its most important
goal: to assist its key assets, its
employees, to make a smooth rapid
transition to the new location.

Kate Kelley-Dilts, SCRP, is director of
marketing, Western region, for National Equity,
Inc., Omaha, NE. She can be reached at
402/397-8486 or e-mail kkelley-
dilts@neirelo.com..
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Corporate Housing for the Emerging Generations

By Stacie Groce, CRP, and Cam Marston

Each new generation in the workplace has a different work style, attitude, and need for flexibility.
Martson and Groce apply those generational attitudes to corporate housing and
predict the details of temporary living that will appeal to transferees of Generations X and Y..

MOBILITY — October 2002

Describing corporate housing to a
transferee can be a challenging feat,
especially when someone has never
experienced living in a corporate
apartment. Because corporate housing
companies vary in terms of their offerings
and services, the term simply cannot be
limited to a clear set of definitions;
however, for those who are still in the
dark about what a corporate apartment is,
the following description may help shed
some light in the right direction.

Corporate housing is a fully furnished
apartment that can consist of, but is not
limited to, furniture, housewares, bed and
bath linens, kitchen appliances, TV, VCR,
decorative items, maid service, expanded
basic cable, and basic phone service. The
target market is individuals traveling on
business or families relocating to new
communities who require extended stay
accommodations for one week to several
months or more.

Today human resource managers and
relocation consultants are faced with
growing issues concerning the
complexities of relocation. In an effort to
help transferees manage what may seem
to be a culture shock (regional differences
in climate, modes of transportation,
demographics of the new environment,
and styles of housing), relocation
professionals must be prepared to deal
with the unexpected and be ready to
address the various concerns that
transferees will experience. These issues
differ within age groups, between sexes,
and marital status.

Generation X

A highly arbitrary term, Generation X
technically can be defined as the
generation following the Baby Boomers.
For practical purposes, we will say that
Generation X was born between 1965
and 1981 because of the low birth rates
this age bracket represents.

Generation X accounts for roughly 47
million Americans who make up about 20
percent of the U.S. population and
gradually are assuming roles of
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leadership in companies and
organizations. Some have entered
management ranks and are in their prime
years of career development. This group
is not as large as Generation Y, but they
likely will be the transferees relocation
specialists across the country are working
with today.

For the single, working Generation X
employee, relocation is an exciting option:
it presents an opportunity to live and work
in a new city, meet new people, and get a
taste of a lifestyle that is different than the
one they were accustomed to.
Responding to this target market,
corporate housing companies now offer
accommodations in the heart of the city
where Generation X employees can be
surrounded by exciting nightlife,
shopping, and world-class dining. Other
services and trendy amenities that will
appeal to this group may be concierge
services, wine tastings, brunches, valet
dry cleaning services, state of the art
fitness centers with personal trainers,
stylish furnishings, and garage parking.

"As a 23-year-old young adult, | feel my
generation is more informed and apt to
make diverse choices in our lifestyles,"
said Melissa McQueen, a Generation X
student. "I'd like to be able to come home
after a long day and have all the creature
comforts at my fingertips-to be able to
cook a warm meal at home or go down
the block to my favorite restaurant would
be ideal!"

Dual Incomes Mean Someone Loses
One of the biggest mistakes a relocation
professional can make with regard to
corporate housing is not including the
spouse in the decision-making process.
Usually at the onset of the relocation
process, one spouse is asked to make a
career sacrifice by following his or her
partner to the transfer destination. In
situations such as this, a spouse, who
probably earns just as much salary as his
or her other half, must leave behind a job
where he or she has invested time and
energy to build a solid reputation.

Relocation consultants must take these
issues into account to obtain transferees'
full cooperation and to ensure a smooth

transition. The input and feedback from
both spouses will not only generate in-
depth insight into the couple's needs but
also assist the relocation specialists'
responses to those needs. Leaving them
out of future decisions may hamper the
relocation process and may create
unpleasant experiences down the line.

To facilitate a smooth transition and to
minimize confusion or complications,
relocation professionals may consider
offering the following advice.

o Explain the corporate housing process
and options to both transferees and
spouses to provide a clearer picture of
what to expect.

o Supply the couple with a list of nearby
grocery stores, banks, restaurants,
post offices, libraries, and movie
theaters.

e Suggest bringing some personal items
to the corporate apartment to make it
feel more like home.

Say NO to Latch-key Kids

Because Generation X individuals
themselves lived in dual-income families
with no one at home after school, their
experiences have affected their values
and priorities on child-rearing. Generation
X parents are proving to be very attentive.
For these reasons relocation
professionals should emphasize the
benefits of corporate housing options to
working parents. Typically, corporate
apartments should be located by
reputable school districts, close to day
care centers and after school programs,
and be equipped with current information
on all the convenient services available in
the area.

Also, ask the corporate housing company
if the on-site fitness center offers an in-
house day care service or if there are
special arrangements with a nearby
facility as part of the amenities package. It
also may be wise to ask if the community
has a play area, pool, or events at the
apartment community specifically for
children. Be sure to request locations
close to restaurants, grocery stores, and
video stores.
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Functional, Informal Space

So what about the actual physical space
of the corporate apartment? It appears
the consensus on this issue remains
throughout all age groups with only a
slight difference. Needless to say, space
is very important, as it has always been.
However with the hectic life of two-income
families, what is becoming increasingly
popular among Generation X is functional
space. Different from square footage,
functional space is space that can
alternate as a dining room, an office, or
play area.

Generation X also is looking for larger
kitchen space. The kitchen is often
headquarters for the family, where the
husband and wife share the duties of
cooking, cleaning, bookkeeping, errands,
and the like. Generation X is looking for
ample counter space to manage these
many duties.

Atari Technology Grows Up

Growing up with the television, Atari
2600, and personal computers,
technology continues to be an important
resource for Generation X. They have
watched technology evolve over time and
have learned how it can benefit them in
their personal and professional lives.
Apartment communities that offer a
business center with high-speed Internet
access, fax, and copy services will
provide an attractive amenity to
Generation X.

Generation Y

Born between 1982 and 1995, these
youngsters now make up more than a fifth
of the U.S. population and are projected
to be six times the size of Generation X.
This generation has become the target of
marketers and advertisers because of its
sheer size and its enormous spending
power. Generation Y represents the most
ethnically diverse, technology-savvy, and
materialistic generation yet. They will be
the next large employee market, as their
size will exceed the number of Baby
Boomers at their peak. Mostly still in
junior high and high school, Generation Y
will begin arriving in the workplace in the
next five to seven years.

Relocation consultants working with

Generation Y should expect to encounter
different, perhaps even more challenging
obstacles than those from Generation X.

©2006 Worldwide ERC®

Plugged In to Generation Y

Technology is a buzzword when it comes
to Generation Y. Personal computers and
the Internet have transformed both the
home and school environment. This
group has never known a day before the
Internet, the laptop computer, the remote
control, cable television, or cell phones.
Their world is always "on," as information
flows quickly, cheaply, and freely. More
than 80 percent of teenagers have
Internet access, whether at home, school,
work, a friend's home, or the library to surf
the Web for news, download and play
games online, and visit virtual chat
rooms.

The world is small to them because
communication happens instantly. For
this technology-savvy group, relocation
professionals must modify their
communication strategies to offer
corporate housing options via e-mail and
Web sites containing high-quality
graphics and virtual tours of the
apartment communities. High-speed
Internet access or business centers with
the amenities of an office may be a
necessity.

Having grown up in material affluence
and knowing excess as a norm,
Generation Y is more like their Baby
Boomer parents who focused on
achieving materialistic well-being.
Members of the Generation Y also are
making more money and are moving into
the higher end of the consumer market. A
1998 New York Times poll of teenagers
found that 49 percent of respondents had
part-time jobs. Almost one-fifth of them
had their own telephone numbers or
pager, and two-thirds owned a TV in their
bedrooms.

Generation Y probably cannot imagine a
world without these conveniences. This
means digital, satellite, or cable TV,
multiple phone lines, high speed Internet,
and electrical outlets must be readily
available. Cutting edge may not be the
requirement, but current and up-to-date
services must be close at hand.

Tucked-in Generation Y

Generation Y has been coddled most of
their lives. Though they may have worked
during school or had to live off an
allowance, they have been sheltered and
protected. They have been shuttled to
and from school, piano lessons, soccer
practice, dance, and gymnastics.

Taking these factors into consideration, it
is probable that Generation Y will look for
corporate housing that reflects a
community with almost a nest-like feel.
They want proximity with one another to
gain that sense of being sheltered.

Friendships come easy to this generation
but the opportunities to create those
friendships outside of work are hard to
find. Thus, easily accessible gathering
areas are important, as are clubhouses
where gatherings are facilitated.
Corporate housing companies can offer
accommodations with concierge services,
resort-style pools, billiards room, theater
room, and much more. Organized social
events are welcome, too. Ideas for these
events are happy hours, movie night, or
dine-arounds. Request a list of the events
the community sponsors from the
corporate housing company.

Relocation will continue to be a major part
of a corporation's strategic plan. As
employees become more and more
reluctant to blindly accept the relocation
assignments, they will demand
knowledge of how and why the relocation
is pertinent to them. However once
convinced, they will demand corporate
housing amenities that have been non-
traditional until the past few years. For
relocation and corporate housing
companies to remain competitive in the
coming years, they will need to
understand the needs and lifestyles of
Generations X and Y and adapt their
business strategies to accommodate
them.

Stacie Groce, CRP, is vice president of sales,
Charles Thompson & Associates, Richardson,
TX. She can be reached at 866/621-7307 or e-
mail Stacie.g@ctahousing.Com

Cam Marston is president of Marston
Communications, Charlotte, NC. He can be
reached at 704/374-1413, e-mail
cam@marstoncomm.com, or Web site
WWwW.marstoncomm.com
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Test Reference Bibliography
Links-Website & Resources
for use in preparation of
CHPA Certification Exam

Accounting Terminology: http://www.nysscpa.org/prof_library/guide.htm
Fair Housing: http://www.hud.gov/offices/theo/FHLaws/

e Fair Housing Law

e Titles

e Amendments

e Terms

US Government Terminology:
http://www.aidworkers.net/management/military/military-terminology.html

www.dol.gov/esa/whd

Freedom of Information Act:
www.infoprivacylaw.com

Websites:

ERC — www.erc.org/

NBTA — www.nbta.org/
CHPA — www.chpaonline.org/

Publications:

e The Portable MBA Third Edition

e Mobility Magazine — Issue October 2002, September & October 2003, February,
May & December 2004, September 2005, April & July 2006

e Titles of Mobility Articles: Oct 02 “Corporate Housing for the Emerging
Generations”

e Sept 03 “Matchmaking is to Sourcing What Outsourcing is to Success”

® Octo3 “Lessons in Lump Sums”

e Feb o4 “Temp Living: Finding the Right Home Away From Home”

e May 04 “Creating Excellence Instead of Mediocrity”

e Decog4 “Diverse Choices for Temporary Corporate Housing”

e Sept 05 “Lump Sums — The Garlic in Relocation Policies”

e Apr o6 “Creating Great Customer Experiences for Relocating Employees: How
Exceptional Customer Service Can Be Your Competitive Edge — Part 1”

e May 06 “Creating Great Customer Experiences for Relocating Employees: How
Exceptional Customer Service Can Be Your Competitive Edge — Part 2”
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Relocation Industry Terms:
www.erc.org/PERC INTERNATIONAL/info place shared/intgloss.shtml#e

e Priority Magazine Issue March — Apr 2005

e Harvard Business School Marketing & Strategy Formulations

e Introduction to Hospitality

e (Cash Accounting

e Corporate Choices Fall 2000 — Spring 2006

e  Wiley GAP 2002

¢ Dun & Bradstreet Corporation Foundation Business Education Services Booklet
e "Collections" Copyright 1993

e Direct vs. Indirect Costs Sixth Edition

e Zig Zigler on Selling 2003

e Software Answers Article (to be published in the CHPA Newsletter (Date)
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Tips for Purchasing Software for the Corporate Housing Industry

As anyone in the corporate housing business knows, “the devil is in the details.”
To stay afloat and be successful entails managing an overwhelming amount of detail. In
this day and age and with that quantity of data, the question is not, do I need software to
help me manage my business? The question is — what software do I need?

When purchasing any business-specific software, there are a few basic rules of
thumb to keep in mind:

*Choose a reputable vendor

®Make sure the software
o Is designed for your industry
o Integrates your business-specific operations with accounting functionality
o Provides robust reporting — both for managing your day-to-day operations
and giving you tools for financial analysis
o Can expand as your business expands
*Find out exactly what you will need to support the software (hardware)

®Make sure the complete package includes
o Training
o On-going technical support
o Regular updates
o The option to purchase customizations

®Weigh the cost of the software (plus hardware) against the benefits it will provide

In this article, we’ll discuss these rules of thumb as they relate to the corporate
housing industry.

Choose a reputable vendor.

Software vendors come and go at an alarming rate. Your best bet is to purchase
software from a vendor who has been around for a while — ideally, at least ten years. A
software vendor with that kind of track record is statistically more likely to be around
for another ten years. Even more important, you can rest assured that a software vendor
that has stayed in business for that long has done so in one way — by developing satisfied
clients.

Check references before making a purchase from a vendor — and make sure those
are from clients who are in the corporate housing business.

Make sure the software is designed specifically for managing corporate housing.

This is a biggie. There’s a lot of software out there for property management,
vacation rental, and hotel operations. These businesses are similar to corporate housing,
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but differ in significant ways. Software written for these industries might have some
features you need, like the ability to book reservations, but will not be able to handle the
sorts of things you do on a daily basis — like billing multiple tenants for different
amenities on the same reservation, or picking up a unit on a temporary basis with an
option to extend your lease on it by the month.

Software designed for corporate housing should be able to handle the myriad
tasks you do everyday for managing both your guests and your properties. At a
minimum, it should be able to keep track of all your reservations, and automatically
generate all your client billing (including the inevitable extensions and other changes)
and all your rent-to-property payables (also including the inevitable extensions and
other changes).

Really good corporate housing software will handle much, much more, including
things like automatic charging and billing for utility overages, batch credit card payment
processing, housekeeping task management, and phone bill generation and tracking.
Features like these can help keep clients happy — and generate additional income for
your business.

Make sure the software integrates daily corporate housing operations with a full
accounting system.

The software you select must handle all of the accounting for your daily
operations. Ifit doesn’t, it means you have to enter everything twice (at least). Besides
taking time you and your staff need to be devoting to generating income, multiple entry
of the same data drastically increases the chance of error.

In addition to a general ledger, the sofware should have functionality to
accommodate:
Payable Postings
Journal Entries
Check Processing
Bank Deposits
Sales Taxes

Make sure the software provides robust reporting.

The value of the time you spend getting information into a system is based in
large part on what you get out of it in terms of reports. Software designed for corporate
housing should have an array of reports for keeping track of leads, reservations,
properties, sales, and your financial status.

Typical “must have” management reports include leads, reservations, arrivals,
cancellations, departures, in-house, reservation expirations, unit availability, unit lease

expirations, unit vacancy, and a recap of operations (A/P and A/R by unit).

Financial reports should include the following:
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A/R Aging

A/P Aging

Trial Balance

Profit and Loss
Balance Sheet

Profit and Loss by Unit

Make sure the software can expand as your business expands.

Software that can easily handle two to five users might fail when you get to the
point where you have twenty users trying to enter and access data at the same time. It’s
important to get a good idea of the limits of the software — before you purchase.

Find out exactly what you will need to support the software (hardware).

The cost of the software itself is only part of the picture. Make sure you get the
complete picture in terms of what hardware you will need to run the software, and how
much that will cost.

When comparing the cost of packages that require some hardware infrastructure
versus web-based systems that require no additional hardware, keep in mind the hidden
costs of systems that are completely web-based. Although they may require less of an
initial outlay, they are not robust enough to handle your routine batch functions (like
generating 200 invoices, or 100 checks) efficiently and can tie up your system for
inordinate amounts of time. And of course, the browser you will need to work through is
the software component that is most often targeted by hackers.

The best package is one that provides some web-enabled features (i.e., to allow
your clients to access their reservation and billing info on line), but which protects your
vital information and gives you the speed you need for day-to-day operations.

Make sure the complete package includes the following:
* Training

Be wary of a software package that does not require and provide some form of
training — either via the web or onsite. Any software package that is comprehensive
enough to handle your corporate housing business will be complex enough to require
some hands-on training.
* On-going technical support

The fact of the matter is, when you throw hardware, software, and users together,
there are going to be glitches. A software vendor that does not require (or at least

strongly encourage) you to purchase a support agreement is mis-representing the reality
of the software world.
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Once you start using a good software package, you will find that you literally
cannot do business without it. If anything goes wrong, you need to be able to get help
immediately.

* Regular updates

This is one of the not-so-obvious rules of thumb. Any software vendor in
business today is staying in business because they are in the process of constantly
improving and modifying their product to incorporate new technology, to integrate
suggestions and ideas from clients, and to respond to ever-changing governmental
requirements. Most software vendors will include regular updates in their support
package.

* The option to purchase customizations

The best software package provides most of the things you knew you wanted and
many things you didn’t know you wanted but now cannot do without. But there are as
many ways of doing business as there are people doing business, and no one single
software package can deliver everything everyone wants. That’s why it’s important to
deal with a vendor who can easily incorporate any customizations you need into the
software.

* Weigh the cost of the software against the benefits it will provide.

Ultimately, a good corporate housing software package should more than pay for
itself. In the short term, it will stem the bleeding from missed client billings for
extensions, missed service vendor payables (where the services get cut off and you're
faced with dissatisfied clients), and time lost trying to keep track of details — instead of
marketing your business. In the long term, it should open up new avenues for
generating revenue by making it feasible to charge for phone calls and utility overages;
help you identify the properties that are not meeting your margin goals; and help you
expand your business without a corresponding increase in employee costs. Most
importantly, it should enable you to increase your clients’ satisfaction level — which,
unsurprisingly, will increase the number of your clients.
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