











THE RETURN ON INVESTMENT OF U.S. BUSINESS TRAVEL

It is to be expected that causality runs both ways
in the strong observed correlations between travel
intensity and productivity. Higher productivity
(and revenue and profit) may cause an immediate
increase in travel and profits are often included
as an explanatory variable in models of business
travel. The impact of travel on performance is
likely to occur with more of a lag with benefits

being fully realized in the medium to long term.

The dual causality is indicated below as the null

hypothesis that productivity does not cause travel

can be rejected for most measures at the whole
economy and sectoral level. Causality is evident

for a shorter lag length as expected.

Interestingly, by using employment intensity
productivity can be seen to be influenced by
business travel as for other measures, but the
inverse relationship is not clear. Employment
intensity is the measure which we would expect

to best fit theoretical relationships.
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6.5. Regression

Having established that estimation is valid both
in terms of correct statistical properties and
that there is a statistical basis for the assumed
causal relationship, we estimate productivity as a

function of business intensity.

Regressions have been run to include different
lags on both dependent and explanatory variables
since impacts are not immediate and causality
tests implied lags may be present. In the first
instance, simple equations have been run for
productivity as a function of travel intensity. All
four measures of intensity give similar robust
results with high R-squared statistics for key
sectors and t-statistics imply that estimated

coefficients are valid.

In general, the inclusion of additional lagged
explanatory variables does not significantly
improve test statistics for the equations or specific
coefficient values: equation R-squared statistics
are little changed while coefficient t-statistics are

worse and in some cases are not statistically valid.

By including a lagged value of the dependent
variable, equations statistics are significantly
improved. Equation R-squared values are
improved as are Durban Watson statistics. This
improves confidence that autocorrelation is not
present in the estimated equations. This equation
structure implies different time series properties
to previously estimated equations without lags.
But for the preferred two intensity measures

(travel relative to employment and to other

inputs) very similar medium term impacts can be
derived compared with the previously estimated

effects including no lags.

Measuring intensity as travel relative to
employment or to other inputs (our preferred
measures) t-statistics for common coefficients
suggest that we can have at least 95% confidence
that estimated elasticities are true. These
t-statistics are slightly lower than for equations
estimated with zero lags. But since other equation
statistics are stronger and estimation is valid,

on balance we prefer to use the equations with
lags. By measuring intensity as travel relative

to total output or GDP t-statistics suggest that
estimated coefficients are not valid supporting our

preference for the other measures.

Equation elasticities look very different since

the relative sizes of the explanatory variables are
also very different. But the elasticities imply very
similar impacts for business travel in response to
changes in travel spending. Sector specific trends
are consistent across the different estimates.
R-squared measures are also consistent as the
same sectors are well defined in all measures.
Unsurprisingly the high intensity sectors are well

defined by the equation.

Tables indicate the aggregate long-run coefficients
on business travel intensity and lagged
productivity as well as the associated t-statistics.
Equation R-squared and Durban Watson statistics
are also included for each sector as well as specific

constants and time trends.
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Estimation Results: Employment intensity measure

Equation: Log(MFP, ) = a, + b;*TIME + alpha*Log(MFP
Coefficients and key statistics (t-statistic on common variables shown in brackets)

) + beta*(BUS_SPEND, /EMP, ) *100/TPI,

it-1

R’ Durban a, b, alpha beta
Watson
Agriculture 0.89 2.83 1.91 0.026 0.51 100
Mining 0.57 1.15 2.28 -0.005 (7.23) (2.14)
Utilities 0.90 1.50 2.1 0.008
Construction 0.82 1.73 2.31 -0.006
Manufacturing 0.97 2.27 2.06 0.008
Wholesale 0.95 1.17 1.94 0.019
Retail 0.97 1.41 2.07 0.014
Transportation 0.91 1.46 2.06 0.012
Information 0.96 1.53 1.96 0.016
FIRE 0.97 1.24 2.01 0.009
Professional 0.70 1.15 2.21 -0.003
Ed & Health 0.38 1.31 2.24 -0.001
Leisure 0.96 2.34 212 0.009
Other Services 0.91 2.19 2.07 0.012

Estimation Results: Intermediate inputs intensity measure

Equation: Log(MFP, ) = a, + b*TIME + alpha*Log(MFP
Coefficients and key statistics (t-statistic on common variables shown in brackets)

) + beta *(BUS_SPEND, /INT, )

it-1

R’ Durban a, b, alpha beta
Watson
Agriculture 0.89 2.84 1.74 0.024 0.55 5.80
Mining 0.62 1.30 2.08 -0.004 (8.36) (1.99)
Utilities 0.91 1.53 1.95 0.007
Construction 0.82 1.76 2.09 -0.006
Manufacturing 0.97 2.46 1.90 0.008
Wholesale 0.95 1.30 1.65 0.019
Retail 0.98 1.62 1.77 0.014
Transportation 0.91 1.53 1.82 0.012
Information 0.95 1.32 1.76 0.020
FIRE 0.98 1.52 1.78 0.009
Professional 0.75 1.35 1.78 0.000
Ed & Health 0.36 1.41 1.93 0.000
Leisure 0.95 2.22 1.87 0.008
Other Services 0.90 2.19 1.78 0.012
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7.

and Quotes

7.1. Exhibitions

It takes an average of 4.5 sales calls to close

a sale without an exhibition lead, and only 3.5
sales calls to close a sale with a lead from an
exhibition. Source: Center for Exhibition Industry
Research, 2009

Average cost of identifying a potential customer
at an exhibition is $215 vs. $443 outside of an
exhibition. Source: Center for Exhibition Industry
Research, 2009

Exhibitions increase corporate and/or brand
recognition. (67% agree or strongly agree.)
Source: Center for Exhibition Industry
Research, 2009

Exhibitions assist in gaining/retaining market
share. 63% agree or strongly agree. Source:
Center for Exhibition Industry Research, 2009

Overall, 77% of attendees at events are potential
new customers for exhibiting companies. 82%
have buying authority. Source: CEIR Research
Report ACRR 1130.08

A visitor will spend an average 8.3 hours over 2.3
days visiting exhibits on the show floor. Source:
CEIR Research Report ACRR 1154.08

82% of visitors are interested in products
marketed at exhibits. Source: CEIR 2007 data

87% of survey respondents — who were actively
familiar with exhibitions and have a role in the
overall purchase process for their organizations —
stated that national exhibitions are an “extremely
useful” source of needed purchasing information.
Source: CEIR Research Report PE 1.03 2004

Supporting Citations

89% say that exhibitions keep them up-to-date
on the latest trends and developments in their
industry 88% say that exhibitions save company
time by bringing many vendors under one roof at
the same time

86% say exhibitions help their company make
decisions about what products/services to buy
84% say exhibitions provide an opportunity to
discuss problems/ideas with professionals in
their industry

83% say they rely on exhibitions to keep up on
important trends and new developments

62% say exhibitions actually save their company

money by bringing many vendors under one roof
at the same time. Source: CEIR Research report

PE 2.03 2004

Exhibitors plan to attend fewer shows in 2009.
They went to an average of 30 trade shows

in 2008, but expect to only go to 25 shows in
2009. And they will be spending less. Budgets
for exhibiting will decrease from an average
$459,100 in 2008 to $381,000 in 2009. This is a
17% decline in spending. Budgets for technology
trade shows look particularly vulnerable showing
a 46% decline in spending from $615,400

to $332,000. Source: 2009 TSEA Exhibit
Management Survey Analysis, February 2009

Budgets for corporate private events are showing
an anticipated 30% decline from $207,600 in
2008 to $145,500 in 2009. This is almost twice the
decline in spending that is being seen for trade
shows. Source: 2009 TSEA Exhibit Management
Survey Analysis, February 2009
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7.2. Incentives

In performance improvement programs, non-cash
rewards are two to three times more effective
than cash rewards. Source: Study by Scott
Jeffrey, Ph.D., described in “Right Answer,
Wrong Questions” from September 2004 Issue
of SalesForceXP . Also supported by People,
Performance and Pay, O’Dell and McAdams, and
The Compensation Handbook. Cited by Maritz

The two main reasons for this difference are
rooted in human nature. It’s just the way our
brains work. People are able to visualize and
remember tangible items better than cash,

and therefore stay more actively engaged with
program goals and objectives. Source: Study by
Scott Jeffrey Ph.D., described in presentation
given at the 2007 Incentive Summit “From Art to
Science: Why Tangible Non-Cash Rewards Are
More Rewarding for You and Your Participants.”
Cited by Maritz

They’re also more emotionally involved and
willing to work harder for something perceived
as a luxury item, rather than cash or a more
practical reward. This is true even though the
luxury item may cost less. Source: Study by
Ran Kivetz, Associate Professor of Marketing
at Columbia University Graduate School of
Business, described in “Lock in On Luxuries”
from September 2005 issue of SalesForceXP.
Cited by Maritz

Studies show that while cash is important in the
total rewards mix, as are benefits, it takes three
times more cash than merchandise to drive the
same results. Source: Study by Scott Jeffrey
Ph.D., described in presentation given at the
2007 Incentive Summit “From Art to Science:
Why Tangible Non-Cash Rewards Are More
Rewarding for You and Your Participants.” Cited
by Maritz

Of different forms of incentives, travel has been
the most affected by the economic downturn with
81% citing a negative effect on travel incentives.
Source: Incentive Research Foundation Pulse
Survey, 2009

In 2006, the market for Incentive Travel,
Motivational Meetings and Special Events
was $77.1 billion. Source: Incentive Research
Foundation

85% of management view incentive travel as an
investment. 81% are sales incentives. Source:
Incentive Research Foundation

Objectives of incentive travel: 96% to sell more;
Morale: 71%; Productivity: 67%; employee
satisfaction: 64%; retain staff: 57%; teamwork:
53%. Source: Incentive Research Foundation

Individual incentives resulted in a 27%
improvement in performance and team
incentives increased performance by 45%.
Source: Incentives, Motivation, and Workplace
Performance: Research and Best Practices, 2002
Incentive Research Foundation
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7.3. Business Travel

71% of travel managers will spend less on
business travel this year, 21% expect to travel
the same, and 8% more. Hardest hit is internal.
Source: ACTE Business Travel Spend Survey.
February 2009

56% of corporate planners reported cancelling
one or more meetings or incentive trips this year.
Source: Meetings and Conventions Magazine.

During the first two months of 2009, the U.S.
lodging industry lost more than $1 billion in
revenue from the cancellation of corporate
meetings and events. Source: U.S. Travel
Association

The 2009 TSEA Exhibit Management Survey
Analysis anticipates a 30% decline in corporate
budgets for private events

“Give many high-end white collar workers a

3G iPhone or BlackBerry and they can pretty
much do their entire job from anywhere in the
world. But in the end, business is all about trust,
and that still requires face-to-face encounters.”
Source: Brookings.edu, “What Happens in
Vegas...Stimulates the Economy”

“Tough times are a great time to renew trust.
When customers and employees see the
leadership team standing front and center and
delivering the message, it demonstrates that
management cares about them and considers
them essential to weathering the storm.
Cancelling such meetings, except when there are
no other alternatives, sends the message that
employees and even vendors and customers
are expendable.” Source: John Baldoni, author
and publisher on Harvard Business Publishing’s
Leadership blog Leadership Matter

Source: survey commissioned by the U.S. Travel
Association, and conducted by the Kellogg
School of Management. Telephone and web-

based interviews of 401 business executives
were conducted from February 3-18, with a
margin of error of + 5 percentage points. The
survey of business executives at companies with
more than $50 million in annual sales found that:

* 82 percent of companies surveyed believe
that business travel is important to achieving
their business results;

* 81 percent believe that more client contact is
necessary in a slow economy;

* A strong majority (59 percent) strongly agree
that in-person contact grows their business; and

e 72 percent of businesses believe that
increasing travel while others are cutting
back creates an opportunity to build market
share and new customer relationships.

* Half (51%) of the nation’s businesses have
made cuts to their travel budget in recent
months. Some have completely or nearly
eliminated their travel budgets and as many
as one-in-five (23%) have slashed their
budgets by more than half.

* Companies acknowledge that cutting travel
may be a necessity in an economic downturn
and are making these cuts to try to save
employee’s jobs and salaries.

* Yet, top executives worry about the long-term
costs of these short-term savings. Nearly
all businesses (82%) say travel is important
to producing positive results for their
organization. What is more, a third (31%) of
executives at businesses where cuts have
been made think cuts to travel budgets will
have a negative effect on the company’s
bottom line.

* In fact, large majorities of all companies
surveyed say face-to-face interactions
are key to growing relationships with
clients (88%) and a slow economy calls for
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increased contact with current and potential
customers, not less (81%). Half (47%) believe
that cuts in corporate travel in an economic
downturn will leave a company ill prepared to
seize opportunities when the economy turns
around.

* At the same time, companies think other’s
travel cuts may work to their advantage.
Roughly three-quarters (72%) of businesses
surveyed say that increasing travel
while others are cutting back creates an
opportunity to build market share and new
customer relationships.

”In their book, Contented Cows Give Better Milk,
Bill Catlette and Richard Hadden compared
business results of companies considered
employers of choice with a comparable group of
Fortune 500 companies. (An employer of choice
is a company that is primarily people-driven.)
Although the Employers of Choice had about 1/3
of the revenue of the others at the start of the
study, over a 10-year period (one that included a
recession), they:

e Outperformed the latter about four to one in
revenues,

* Increased net income by 202% vs. 139%,

* Roughly doubled the net income of the latter
group, and

* Added 79,000 jobs while the latter LOST
61,000 jobs.

* The point: simply that a motivated,
committed work force — one that continues
to be recognized by incentive programs that
reward excellent performance — continues to
achieve growth while others stagnate.

69% of meetings attendees consider in-person
networking to be “very of extremely important” to
their job performance. Source: CEIR “The Role
and Value of Face-to-Face Interaction 2004

* Meetings benefits:

* 53% of sales and marketing respondents said
event marketing offered twice the benefit to
relationships than PR. Source: EventView 2009

* ROI: meetings the best driver of ROI with
26%, beating out web marketing (20%),
direct mail (13%), and print ad (15%). Source:
EventView 2009

* Branding: 61% of marketers consider face-to-
face exhibiting as the most effective means
to build a brand image. Forrester Consulting
Services on behalf of American Business
Media, 2007

Responsible, well-designed and well-executed
meetings and training sessions have been
shown to yield significant benefits, including
improved company culture, increased employee
retention, and more highly engaged and
satisfied employees. According to a 2008
study by the Wharton School of the University
of Pennsylvania, “companies with satisfied
employees generate better overall returns in the
stock market, with firms on the list of ‘100 Best
Companies to Work For’ generating up to five
times as much return as their competitors.”

Meetings and events are strategic tools that
deepen employee relationships and contribute to
the overall health of companies. A 5% increase
in employee retention can generate a 25 to 85%
increase in profitability. Source: “Putting the
Service-Profit Chain to Work,” Heskett, James L.,
Jones, Thomas O., Loveman, Gary W., Sasser,

W. Earl, and Schlesinger, Leonard A., Harvard
Business Review, March/April 1994.

The MPI Foundation/George P. Johnson
EventView study reveals that Fortune 1000 Chief
Marketing Officers view meetings and events as
having the highest ROI of any marketing channel.
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8.

Survey Descriptions

8.1. Methodology For
Executives Survey

The survey with corporate executives was
conducted between May 4 — May 8, 2009 among a
random sample of members of LinkedIn. A total
of 300 interviews were completed among LinkedIn
members with one of the following titles: VP, SVP,
EVP, Chief Officer or Managing Director. The
margin of error is = 5%. The business executives
survey covered the following topics:

* Types of overnight business travel taken by
employees at firm

* Future spending on employee business travel
at firm

* Percent of total company/department expenses
spent on T & E, conference and convention fees,
and related exhibitions and sponsorships

* Impact of business travel spending on gross
revenue, overall profitability, and employee
productivity

» Estimated return on money spent on business
travel related activities\

8.2. Methodology For Business
Traveler Survey
The survey with business travelers was conducted

among pre-screened business travelers from
Synovate’s US online consumer panel. A total of

500 online surveys were completed. Respondents
were between the ages of 25-65, currently
employed, and must have traveled for business

in the past 12 months for the purpose of internal
company meetings, conferences, or training, client
meetings, external conferences, conventions,

or trade shows, or as an incentive for good
performance.

The survey was designed to address the key
objectives for the study and ROI estimation
information. They include:

e Types and frequency of business trips

* Impact of in-person customer/client meetings on
new business, sales, and current customers

* Opinion on effectiveness of web meetings and
teleconferences

* Opinion, frequency, and impact of internal
company meetings, conferences, and/or training
seminars

* Purpose, frequency, and impact of external
conferences or conventions

* Purpose, frequency, and impact of external trade
shows or trade exhibitions

* Return on investment of external trade shows or
trade exhibitions

* Impact of incentive trips
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About Oxford Economics

Oxford Economics is one of the world’s leading providers of economic analysis, forecasts and consulting
advice. Founded in 1981 as a joint venture with Oxford University’s business college, Oxford Economics
enjoys a reputation for high quality, quantitative analysis and evidence-based advice. For this, its draws
on its own staff of 50 highly-experienced professional economists; a dedicated data analysis team; global
modeling tools, and a range of partner institutions in Europe, the US and in the United Nations Project

Link. Oxford Economics has offices in Philadelphia, London, Oxford and Belfast.

This study was conducted by Oxford Economics USA and its partner company, Tourism Economics.
Tourism Economics combines an understanding of travel dynamics with rigorous economics in order
to answer the most important questions facing destinations, developers, and strategic planners. By
combining quantitative methods with industry knowledge, Tourism Economics designs custom market
strategies, destination recovery plans, tourism forecasting models, policy analysis, and economic

impact studies.
Questions regarding this study may be directed to:

Adam Sacks

Director | Oxford Economics USA
303 West Lancaster Avenue Suite 300
Wayne PA 19087 | 610.995.9600

asacks@oxfordeconomics.com

About The U.S. Travel Association

The U.S. Travel Association is the national, non-profit organization representing all components of the
$770 billion travel industry. U.S. Travel’s mission is to promote and facilitate increased travel to and

within the United States. For more information, visit www.ustravel.org.
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