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Introduction

The current economic recession has dramatically affected the way event market-
ers do business. An organization’s ability to leverage new and existing resources
and partnerships while, at the same time, maximize cost efficiencies can be the
difference between thriving, surviving and going out of business as we wait for
consumer confidence and credit markets to rebound.

As such, procurement, the discipline and strategy behind purchases made
by the marketing organization, has emerged as a critical success driver in today's
challenging market conditions. When procurement is approached strategically, it
creates a corporate culture and series of processes that begin in the boardroom
and end with the transaction. It engenders cost and value efficiencies throughout
the enterprise.

Purchasing is just one aspect of procurement, and alarmingly, too many
event marketers have focused their efforts on purchasing tactics that lack broadly
defined goals and benchmarks. As a result, event marketers and their agencies
are missing a key opportunity to proactively streamline the buying process, as
well as engage and educate the entire organization around the following 5 imper-
atives for agency selection:

Strategic resource planning

Creative capabilities and event portfolios
Integrated and/or relevant component experience
Program management and execution

Chemistry and alignment of goals

agarobd-e

Making the transition from purchasing to procurement includes the careful plan-
ning and execution of supplier-focused strategies, investments and benchmarks
that measure and track performance. EMI believes that it is important for event
marketers to begin this process now, to weather the current economic storm, as
well as create competitive advantages in better economic times.

This report presents and analyzes the key findings from an EMI survey of
125 marketing and procurement executives to understand the current role of pro-
curement in event marketing and highlight the opportunities that a strategic view
of procurement offers to the industry.
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EMI TOP Executive Insights

1.  74%do not have a documented procurement strategy.

2. More than half of respondents, or 56% have centralized pur-
chasing organizations, while another 34% have a hybrid central-
ized/decentralized purchasing organization focused at the individual department
level.

3. 58%currently investing or plan to invest in event
management technologies. The vast majority, or 70%, are also
currently investing or plan to invest in commercial credit cards for procurement.

L. 53% have no initiatives underway to automate the
procu rement Process. Less than one-fifth, or 19%, said they have
e-procurement initiatives or implementations in development.

5. About half of respondents, or 46% currently have a formal supplier approval
process that is also a collaborative effort between departments. However, few
organizations actually follow up on supplier performance: 70% of survey
respondents have no formal supplier scorecard.

6. Agencies and other suppliers are doing little to encourage event marketers to
streamline the procurement process. 83% of suppliers accept
commercial credit-card payments, only 33% offer a discount
based on payment method, with the majority offering single-digit discounts for
cash or advance payments.

7- With budget allocations for event marketing on the rise, marketing organizations
are missing a critical opportunity to maximize value, cut costs and Stream
line the buying process by implementing a focused,
formal procurement strategy.

Underwritten by Visa
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Methodology

The Event Marketing Institute (EMI) surveyed 125 marketing and procurement execu-
tives, including one-third who were C-level executives, 15 percent who were procurement
executives and managers, and 21 percent who were marketing executives and managers.
Respondents were interviewed and asked a series of questions regarding their organiza-
tions” procurement and purchasing strategies and tactics.

About 60 percent of EMI survey respondents represented B2B businesses; the remain-
ing 40 percent were from B2C organizations. Lastly, 51 percent of the executives surveyed
described their company’s primary business as either an event agency or an event equip-
ment and services provider. Therefore, for the purposes of this report, the term “supplier”
and “event agency” are used interchangeably.

Definitions

The following terms are used throughout this report and are defined as follows:

Procurement: The organizational function that includes specifications development, value
analysis, supplier market research, negotiations, buying activities, contract administra-
tion, inventory control, traffic, receiving and stores.

Purchase Order: The form that documents a purchase agreement or contract.

Purchasing: A major function of an organization that is responsible for the acquisition of
required materials, services and equipment.

RFQ/RFP: Abbreviation for Request for Quote and Request for Proposal, respectively, both
represent forms used to obtain bids from suppliers.

Supplier: Purveyor, provider, vendor or contractor offering facilities, products and/or
services.

The following industry association websites were the sources for these definitions:
American Purchasing Society, Convention Industry Council and Institute for Supply
Management.
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Majority Lack Procurement
Strategy

Nearly three-quarters, or 74 percent, of respondents to a new EMI survey gauging the
role of procurement in event marketing said they do not have a documented procure-
ment strategy. In fact, 54 percent of respondents lack a formal procurement organization,
with purchasing handled by operational or other hands-on managers. Just 24 percent of
respondents said strategic and operational procurement is thoroughly integrated into
their enterprises (see Chart 1).

Which description best fits your company’s procurement organization structure?

There is no formal purchasing organization.
Purchasing is done by people in operational 54%
or in other primary roles:
A purchasing function exists to deal with some strat- I

egic procurement and local purchasing in business
units deal independently with unit operational needs:

18%

Strategic and operational procurement is
thoroughly integrated in the enterprise:

24%

Other: |5%

0 10 20 30 40 50 60

In addition, 73 percent of respondents lack a formal set of procurement metrics; nearly
half, or 45 percent, do not have benchmarking goals or a scorecard to measure the effi-
ciency of their procurement process.

Among the one-quarter, or 27 percent, of organizations that have a documented set
of procurement metrics, 82 percent are tracking total spending, 80 percent are tracking
cost savings and 72 percent are tracking ROl [see Chart 2).
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Which of the following metrics are included on your metrics scorecard?

Total spend: I 82%
Cost savings: I 80%
Return on investment: I 72%

Supplier consolidation: I 51%

Number of suppliers: I 46%

Total spending going through 4L1%
group purchasing agreements: 0

Spend through commercial o
credit cards: 33%

Contract utilization: I 28%

0 20 40 60 80 100

With budget allocations for event marketing on the rise, marketing organizations are
missing a critical opportunity to maximize value, cut costs and streamline the buying pro-
cess by implementing a focused, formal procurement strategy and process. EMI survey
respondents averaged over 4,500 annual paper-based purchase orders and nearly 2,400
electronic requests for purchase, indicating a high volume of transactions that could
benefit from improved efficiencies.

Corresponding research by The George P. Johnson Co. found that more than 60 percent
of event services costs are fully controllable - meaning there is plenty of room to increase
efficiency through cost management, leveraged buying, special sourcing and more.

As such, event agencies and suppliers are in a prime position to become true part-
ners with their brand marketing clients and proactively work together to streamline
the buying process, as well as provide strategic resource planning, creative capabili-
ties, integrated and/or relevant component experience, and program management and
execution.
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Few Plan To Automate
Procurement

The current business environment practically demands technology excellence and
effective integration to successfully compete in tightening markets. Yet, 53 percent of
marketing and procurement executives surveyed said they have no initiatives underway
to automate the procurement process. Less than one-fifth, or 19 percent, said they
have e-procurement initiatives or implementations in development, while just six per-
cent have already automated their procurement process.

Further, the vast majority of respondents - about 80 percent on average - have no
investment planned in a number of purchasing technologies that would streamline the
procurement process. These include EDI, private and public online trading exchanges,
third-party catalog management and external supply chain integration (see Chart 3).

The use of Web-based e-business tools is one of the easiest ways to create cost
savings. For example, a Web-based central repository for all event-related data and
communication increases efficiencies, improves management practices and provides a
window into all event investments and activity. EMI recommends integrating back-end
business processes with user-friendly, front-end communication to ensure widespread
organizational acceptance.

How would your company characterize its investment in the following
purchasing technologies?

mestedin - Bpectlo Nometmon
EDI 8% 5% 87%
Private Online 7% 6% 86%
Public Online 5% 8% 87%
Third-party catalog 6% 11% 83%
Electronic receipt 20% 1% 69%
Internal supply chain 13% 17% 71%
External supply chain 10% 10% 79%
Electronic bill 35% 22% 42%
Commercial cards 51% 19% 30%
Auctions 7% 5% 87%
Electronic RFI/RFP 17% 16% 67%
Others 10% 12% 78%

Note: Respondents could choose as many technologies as applicable
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Purchasing Operations Are
Centralized

More than half of EMI survey respondents, or 56%, have centralized purchasing organiza-
tions, while another 34% have a hybrid centralized/decentralized purchasing organization
focused at the individual department level.

The most common purchases made through these centralized, or shared-services
organizations, are printing services (56 percent), exhibit design and construction (54 per-
cent), IT equipment (54 percent) and travel services (52 percent] (see Chart 4).

Which categories of purchases are typically contracted and purchased by the
centralized, shared-services purchasing organization within your company?

Printing services 55%
54%
54%
52%
48%
44%
44%
42%
1%
38%
36%
33%

IT equipment

Exhibit design & construction
Travel services (air/ground & lodging)
Show services

Event program

Furniture & other rentals
Facilities

Event management

Site selection

Tradeshow space
Maintenance

Agency selection

Other (please specify)

18%
14%

0 10 20 30 40 50 60

Note: Respondents were able to choose all that apply.

While centralizing purchasing operations is an important step toward maximizing cost
efficiencies, it is important to make a distinction between procurement, which is a stra-
tegic, systematic approach to purchasing throughout the organization, and purchasing,
which is a transaction-based function that allows the organization to acquire its required
materials, services and equipment.

A centralized procurement organization ideally can provide strategic and tactical
guidance with some enforcement capabilities, allowing business units leeway in making
specific purchasing decisions and transactions. This type of business model allows the
enterprise to leverage spending, capture key learning across the organization, and create
procurement expertise that leads to career development for staff.
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Event Management Technologies,
Commercial Credit Cards Lead
Planned Investments

Technology investment is an important component of an efficient purchasing process.
And when coupled with an optimum combination of strategic planning, cost management
and creative execution, technology can be a catalyst in driving the organization toward a
more strategic view of procurement. More than half, or 58 percent, of EMI survey respon-
dents are either currently investing or plan to invest in event management technologies.
The vast majority, or 70 percent, are also currently investing or plan to invest in commer-
cial credit cards for procurement (see Chart 5).

How would your company characterize its investment in the following?

mestedin | Expectio Nomesment
30%
42%
Spend analysis 34% 24% 1%
Contract management 32% 18% 50%
Web-enabled 25% 18% 57%

procurement

Among the marketing organizations investing or planning to invest in event management
technologies, the most resources are being put toward attendee registration and tracking
(invitations/registration/RSVP), budgets and metrics (see Chart é).

If you have invested in or plan to invest in event management technology, what
types of technologies have been or plan to be developed?

Attendee invitation/registration/
RSVP tracking

Event registration (tracking mechanism
for events across company)

66%
65%

Event budgets/approvals 46%
Event goal/metric measurement in
comparison to event expenses

46%

35%

Purchase orders for event-expense tracking

RFP/RFI facilitation 30%
Commercial card for data/reporting
and event-expense tracking

31%

o

0 2 30 40 50 60 70 80 Underwritten by Visa
Note: Respondents could select all that apply
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Procurement Training a Priority

Education and training for procurement personnel is the highest priority among respon-
dents with a documented procurement strategy, signaling that at least a few forward-
thinking organizations recognize that training and retaining procurement talent will be

a key success driver (see Chart 7). As the competitive challenges of global markets and
cost pressures increase, so will the need for skilled procurement management and staff
to cut costs, improve profitability and strengthen supplier relationships and partnerships.

Rank the following in order of importance as they are outlined in your pro-
curement strategy. (With 1 being the highest priority, and é being the lowest
priority.)

Education and training for
procurement personnel

E-procurement implementation - 4.2

4.8

3.6

Supplier consolidation

2.9

Visibility and control

Purchase order
transactional processing

2.5

Strategic outsourcing . 2.4

0 1 2 3 4 5

E-procurement was also a top priority for these survey respondents, although based on
EMI's survey results, event marketers are not planning sufficient investment in technol-
ogy to make this goal possible in the near future. As stated earlier in this report, just six
percent of survey respondents have automated their procurement process; less than
one-fifth, or 19 percent, said they have e-procurement initiatives or implementations in
development.
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Five Ways to Manage Meeting Costs
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The State of Supplier Relationships

The majority of supplier relationships are currently focused on quality, with 68 percent of
EMI survey respondents best describing their supplier relationships as “quality focused.”
Thirty-eight percent of respondents said their relationships are most focused on total
cost; 37 percent described their supplier relationships as “price focused.” (See Chart 8)

Rank the following which best describes your company’s relationship with its
suppliers. (With 1 being “best describes” to 6 being “least describes.”)

describes 345 e Average
Quality 23% 5% 5% 0 2.0
Total cost 19% 17% 16%  10% 3.2
Price 22% 21% 8% 12% 3.2
Delivery 10% 16% 26% 26% 17% 6% 3.4
Capabilities 10% 16% 12% 18% 32% 12% 3.8
Talentand other  14% 8% 7% 10% 14%  47% 4.4

About half of respondents, or 46 percent, currently have a formal supplier approval pro-
cess that is also a collaborative effort between departments. However, few organizations
actually follow up on supplier performance: 70 percent of survey respondents have no
formal supplier scorecard (see Chart 9).

To what degree has your company implemented formal supplier scorecards?

Not implemented . 70%

Implemented for some I 15%

active suppliers

Implemented only for all 9%
active suppliers

Implemented for all suppliers ‘6%
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For the 30 percent of respondents that are regularly measuring and recording supplier
performance, supplier quality, responsiveness and on-time delivery are the most impor-
tant factors in their evaluations (see Chart 10).

Which of the following types of supplier information are regularly measured
and recorded by your company?

Supplier quality 81%
Responsiveness 79%
Supplier on-time delivery 73%

62%

Innovation in products and/or services

Cost reductions/TCO 55%

Willingness and ability to introduce
collaborative technology

0 20 40 60 80 100
Note: Respondents could select all that apply

Suppliers Lack Incentives

For their part, agencies and other event suppliers are doing little to encourage event
marketers to streamline the procurement process. While 83 percent of suppliers accept
commercial credit-card payments, only 33 percent offer a discount based on payment
method, with the majority offering single-digit discounts for cash or advance payments.
As such, it is clearly incumbent upon marketing and procurement executives to
carefully evaluate supplier performance through the creation and implementation of
supplier scorecards that include specific, measurable objectives. This strategic evalua-
tion should look at how a supplier’s operations align with your organization’s needs and
event portfolio. Your internal discussion should answer the following types of questions:

= Do you require a full-service partner or can you afford to manage different
resources across event types?

m Does the supplier have centralized production and accounting facilities and
remote marketing and creative locations to provide maximum efficiency?

= How does the supplier manage its creative and execution workforce? Does it
work effectively in union situations?

In addition, a supplier’s financial stability is a necessary requirement when your goal is
to create maximum value and ROI. Financial details can reveal a history of growth and
profitability, as well as a global presence and strong executive management.

Sample Supplier
Scorecard
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Conclusion

Current economic conditions are challenging event marketers to
get the biggest bang for every dollar they spend. And, as highlighted
in this report, creating a formal, focused procurement strategy can
go a long way toward making such goals a reality.

The benefits of making the transition from purchasing to pro-
curement are numerous: increased cost savings and effectiveness;
maximum ROl on event investments; and a corporate culture that
rewards efficiency and value, and offers a career path for procure-
ment staff.

While the journey seems simple, it is not easy and requires an
executive commitment to implement supplier-focused strategies,
investments and benchmarks that measure and track performance.
Such metrics should include supplier service/product quality and
innovation, responsiveness, on-time delivery and total cost.

As such, there is still a disconnect between what marketing
and procurement executives want, in terms of their procurement
strategy, and what resources they are currently planning to invest to
maximize the value of their procurement strategy to the enterprise.

In addition, event agencies and other suppliers are missing a
key opportunity to lead their clients in this process and proactively
showcase their expertise in resource planning, creative execution
and program management. Doing so creates a win-win scenario for

all involved.
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