IN THEIR WORDS...

In an extremely rare opportunity we heard directly from
30 industry CIOs about their jobs, their companies, their

teams and their technologies.

an you imagine being in a room of
noted experts and being charged
with the responsibility of having to

pick one to interview? I am sure it sounds
like a perfect situation, a kid in a candy store
kind of opportunity. That is of course until
you are the one who needs to choose which
expert, or in our case chief information of-
ficer (CIO), to approach. Which ones have
T already interviewed and when? Who might
offer the most interesting perspective for my
readers? If T pick the new CIO from XYZ
hotel company will I offend Mary CIO who
has been with ABC hotel company forever?
I am sure that Rich faces this every year as
he prepares to conduct the CIO interview
for the October issue of Hospitality Upgrade
right on the heels of annual The CIO Summit.
The who’s who list of attendees of the confer-
ence is certainly rich with options but how to
decide. We decided not to this year!

In a flagrant departure from tradition,
this issue’s CIO interview is going to be a
composite view of all the attendees of The
CIO Summit. The source of the informa-
tion that follows is a combination of open
and frank discussions during the event and
a detailed online interview that the attend-
ees completed after the conference. The
interview questions were divided into five
sections: Personal information, company in-
formation, industry trends and challenges,
product penetration and planned projects.

Who Are They?

As an overview, 40 CIOs representing
all aspects of the hospitality industry attended
the 2006 Hospitality Upgrade C10 Summit.
Most of the group was from the United States
with roots from Maine to California. Three of
the CIOs hail from abroad including one that
actually commutes from Paris to New Jersey.
The average CIO has worked with technology
for 18 years and has been involved in hotel
technology for 12. Those who responded
had over 500 years of cumulative technol-
ogy experience. As a group, the CIOs have
seen a lot of change over the years including
such notable events as the widespread use
of property management technology, on-
demand guestroom entertainment, the rise
and fall of long distance resale, data ports to
HSIA, the commercialization of the Internet,
and the first online booking of a hotel reser-
vation via that eclipsing technology.

An educated bunch, 84 percent of
the group hold bachelor’s degrees and 17
percent have completed graduate work and
have a master’s degree. Most have grown
up through the ranks of technology. When
asked how they got to where they are to-
day, 60 percent of the CIOs indicated that
they had a technical background. Of this
60 percent more than half of them (34
percent) started their careers as software
programmers. Other sources of this tal-
ent include network operations, business
analysis/product management, help
desk/system support, project man-
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What percentage of your time do you spend

Technology infrastructure projects | 18%

End user/system support issues

agement, hotel operations, account-
ing and consulting. It's amazing how
their paths have converged. It's also
interesting to see how many grew up
in the business with backgrounds in
hotel operations, accounting and
sales. They clearly have a first-hand
knowledge of how to apply technology
and what the business needs.

An important part of getting to
know these CIOs is hearing about
how they spend their time. It’s a
good thing that they have an affinity
for hotels.

New construction/acquired properties

Other 14%

Source: 2006 Hospitality Upgrade Online CIO Interview
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As a group, they travel extensively
averaging about 27 percent of their time
on the road. This ranged from a low of
3 percent to an astounding high of 75
percent. More importantly, the chart on
page 50 gives you a sense for how they
spend their workday. It’s very encouraging
to see how much time they spend with their
teams and executive management.

Their Companies

Although most of the companies (80
percent) attending The CIO Summit operate
hotels as their primary line of business, all
segments of the industry were represented
including cruise lines, gaming/casinos,
timeshare, clubs and conference centers.
A good cross section of the industry partici-
pated in the interview the largest of which
was Best Western with over 4,300 proper-
ties. On the other end of the spectrum,
CIOs from several smaller management
companies also provided good insight into
their operation. As a group, the CIOs have
responsibility for over 11,500 properties
and almost 1.2 million guestrooms. Given
the size of the industry this is a staggering
level of participation.

Resources are a constant concern for
any manager. There was a wide variance in
the number of employees the participants
have supporting their properties. The
total number averaged 2.18 FIEs
including technology employees at
a central location and in the field.
Field-based technology resources
were 2 much lower at .75 FTE per
property. The numbers ranged
from a low of zero technology
employees at the property level to
an impressive seven per property.
This certainly speaks to the vari-
ous ways companies have chosen
to provide support and fund the
technology function.

Speaking of funding,
the vast majority (89.66
percent) of the companies
rely on corporate alloca-
tions to fund their technol-
ogy function. Of course that
probably does not take into
account the cost of field
personnel which typically
becomes a pure operating
expense absorbed by the
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hotel. The chart (How is your department
funded?) identifies the source of IT fund-
ing for the companies that participated in
the interview.

Other costs typically absorbed by the
properties include those associated with the
replacement of hardware when it reaches
the end of its useful life. A bane to many,
the annual capital budgeting process can
be a challenge when the need to replace a
server, phone system or outdated PCs com-
petes for limited funds that could otherwise
be used to buy new bedspreads or other
FF&E. The best way to manage this is to
establish a technology refresh policy that
attempts to stabilize the level of technology
spending over time. This group of CIOs has
done an admiral job of implementing this
kind of standard with 66 percent report-
ing that one is in place. On average, the
respondents replace PCs and servers every
four years and network equipment after
five. Larger one-time projects such as the
total replacement of a reservation or ERP
system were not included in this question as
they are typically treated differently.

One way companies have chosen to
leverage available resources and manage
costs is to outsource functions that are
either not core competency areas or other-
wise deemed more appropriately handled
by others. A significant number of the
companies represented in the interview

How is your department funded?

% of

31.03%

Combination of above 31.03%

Source: 2006 Hospitality Upgrade Online CIO Interview

Does your company outsource any
services? If so, which ones?

% of Respondents

Payol
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Source: 2006 Hospitality Upgrade Online CIO Interview
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have chosen to use selective outsourcing as a means to expand
their capacity. While the chart on page 52 provides insight as to
what functions are most popular outsourcing targets the detail
of the other category included shared services infrastructure,
e-mail, database and Unix administration.

As part of the interview process, we thought it important to
get a sense for the breadth of systems the CIOs and their teams
support. In addition to the 30 choices we offered them we were

Please indicate what systems you currently

install/support? (Check all that apply.)

Supported Systems %
Responding

Business Intelligence 79.3%

Casino/Player Tracking 6.9%

Central Reservations 55.2%

Condo/Timeshare Management 58.6%

Data Warehouse 69%

Foodservice Management Systems—Menu 62.1%
engineering, kitchen display systems

Kiosks and Remote Checkin

Marina Management

Package Tracking Systems

Payroll

Preventive Maintenance, Engineering,
Work Order Tracking

Property Management Systems

Surveys and Guest Response

Voice Messaging

Yield & Revenue Management

Source: 2006 Hospitality Upgrade Online CIO Interview
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impressed to see that an additional 14 separate categories were
mentioned in the other category.

Industry Trends and Challenges

This section of the interview was intended to surface trends
in the industry and any challenges the CIOs foresee in the industry.
When asked to list the three biggest challenges they face in their
role as CIO the clear consensus was the lack of adequate budgets
and resources to get the job done. This was closely followed by
finding and motivating quality staff and a close third was aligning
technology with the business. Other areas of concern included:

e  Managing expectations

e End user training

e Data integrity between systems

e System standardization

e Project management

e Systems integration

e Vendor management

e The evolving network infrastructure in hotels

Many of these issues are not unique to the hospitality in-
dustry and it’s great that our CIOs were able to share this insight.
Working together to overcome some of the common issues they
face is one of the major benefits of industry meetings such as
The CIO Summit.

Given the pace that technology changes, keeping tabs on
what’s hot and what’s not is critical but requires considerable
effort. In light of the budgetary constraints already mentioned
and the unique financial structure of the industry, the ability to
capitalize on innovative new technologies can also be challeng-
ing. As people who focus on technology for the hotel industry, it's
easy to assume that we know all that is going on. We asked the
CIOs what technology trends they thought would have the biggest
affect on the industry in the next five years and while there was
considerable agreement, there were a few outliers. We all should
keep our eyes open as outliers today become reality tomorrow.
The CIOs seem to agree that the need for converged networks will
be the most significant technology trend for the industry over the
next five years. This should not be a surprise since it affects the
core network infrastructure of the hotel and can be very costly to
retrofit in existing buildings. Particularly as guestroom technol-
ogy evolves, the need to upgrade in order to remain competitive
should drive substantial investment in this area. It should be no
surprise that the CIOs ranked wireless technology as the second
most significant trend that the industry needs to address. While
some might suggest that wireless technology will facilitate the
converged networks mentioned above, it's not yet clear that the
capabilities of this awesome technology will keep pace with the
demand for bandwidth and reliability in the short term.

Tightly coupled with the first two trends is the CIOs’ third
prediction that advanced guestroom technology will be an ongoing
area of focus over the next five years. The CIOs indicated that 57
percent of their companies have mounted a formal guestroom
technology initiative which will undoubtedly drive a significant
number of new features and associated bandwidth requirements.
Features to look out for in the guestrooms of the future include:
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IP/HDTV, in room PCs, environmental con-
trols, online media and content delivery,
RFID door locks and iPod® connectivity.

The level of consensus in their pre-
diction of trends is uncanny. It is clear
that convergence, wireless and guestroom
technology are all inter-related and will
consume many resources over the fore-
seeable future.

Product Penetration

One question is often posed: how
many systems does a particular vendor
have installed? Unfortunately, there is no
definitive source for this kind information
in the industry. Those who have been in
the industry for a long time, probably have
a pretty good sense for the penetration
of certain products in the various system
categories but anyone answering such a
question should frame it with an appro-
priate caveat that it's anyone’s best guess.
Since the opportunity to poll such a group
was too good to pass up we were interested
to see how the numbers fell. Admittedly
the sample size was relatively small and
the responses to this part of the interview
yielded no real surprises.

It’s important to mention that the
sizes of the companies responding to
the interview varied widely and while one
system may be in the top three of a 25
property management company, the single
system installed at all of one of the big flags
would easily eclipse that number. For this
reason, we have chosen not to share the
specific results.

Again, the data itself was not par-
ticularly meaningful in terms of absolute
penetration in the industry, but the exercise
did in fact surface some interesting infor-
mation. Most notably, a large portion of the
respondents indicated that their companies
still rely heavily on custom developed ap-
plications. In fact, in both the PMS and
CRS categories, custom software was the
most common response. In part this may
have been driven by the number of larger
chains that participated in the interview as
their unique needs and ability to support
custom applications tend to drive larger
companies in that direction. That said, it
is worth mentioning that the overwhelming
majority of the industry utilizes commer-
cially available off-the-shelf software from
the leading vendors in the industry.
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Please indicate what enterprise systems projects you plan to undertake in the next three
years. Check all that apply for each system listed. (Number of responses)

Accounting/Financial
Systems (Traditional
GL/AP/AR)

Central Reservation
System

Sales Force
Automation

Enterprise System m Upgrade Not Planned

DataWarchose 8 6 3 2 2

Intranet/Portal

Sarbanes-0xley
Tracking

Relational
Databases

Source: 2006 Hospitality Upgrade Online CIO Interview

Are there any bigjtechnology opportunities that\you feelthe industry is just

missing the boat/on?
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Other questions
in this category were a
little bit more topical

and provided some in- Whole  Selective = Underway
sight where the industry Company Properties
stands in terms of recent

trends. For instance the
respondents reported
that 80 percent of
their guestrooms were
equipped with HSIA; 27
percent are equipped
with plasma, LCD or
high-definition televi-
sions; and 15 percent
of the properties are
equipped with VoIP
telephone systems.

Central 6
Reservations

Sales & 5
Catering

Energy 2
Management

Planned Projects

The intent of this
section of the interview
was to determine the
level of implementation
activity that is planned over the next three years across a va-
riety of system families. All too often we get absorbed by the
many hospitality-oriented systems and lose sight that there is a
whole other class of enterprise applications necessary to run
the business. The last two questions of the survey attempted
to gather information to help quantify the number and type
of systems projects from this subset of the industry.

Again, a study this small is not a great gauge on what is
happening throughout the industry but may be indicative of
the kind of projects the industry is embracing as important.
The charts on this page and page 56 include the raw number
of responses received from 20 of the 30 participants in the
interview and provide some indication of the scope of the
projects and the anticipated timeframe including whether
the projects are currently underway.

Guest 6
Entertainment

Conclusion

This has been a very instructive exercise that clearly
shows how many common issues the industry faces. Hope-
fully the participants received value out of the process and
have made contacts that might come in handy the next time
they face a challenge that one of their peers has already
dealt with.

Thanks very much to all the CIOs who took time out
of their very busy schedules to respond to the online in-
terview. What started out to be a very short survey turned
into a rather lengthy series of questions that required some
thought. Wouldn't it be great to get this kind of information
from the industry at large? It would be particularly interest-
ing to see how their counterparts from the business might
respond to some of the questions. Maybe that’s a good idea
for next year’s interview?
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Please provide any,

industry:

Upgrade

Replace

insight or,views)you may,
have regarding the exploitation of technology in the hotel

Please indicate what business/property level system projects you plan to undertake in the next three years.
Check all that apply for each system listed. (Number of responses)

Not
Planned
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