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The different sectors seem to be responding to the downturn in slightly different ways. In the
language study sector, there seemed to be an emphasis on increased marketing, whereas
retailers were more likely to be cutting costs. In the work experience sector, the reactions were
more evenly divided between companies cutting costs and those increasing marketing. Youth
accommodation providers were most likely to be cutting prices to attract more business.
Insurance providers, who make up the bulk of the ‘other’ category, were particularly likely to see
new opportunities emerging from the economic downturn. Au pair companies, on the other
hand, do not seem to have felt the effects of the downturn sufficiently to be taking specific
measures at present.
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Changes in Supply and Costs

Relatively few companies indicated any change in supply of products (e.g. price of airline seats,
language courses, availability of jobs for work abroad participants) over the past three months.
Of those companies responding, around a third indicated there had been no change in the
supply for their core business. The remaining two thirds were fairly evenly divided between
increasing and decreasing supply, although the decreases in supply were on average larger
than the increases. It appears that economic conditions have not yet had a significant impact
on the availability of products.
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There were relatively few responses to the question about changes in the cost price of supplies
over the past three months. Again, the largest single category reported no change. Slightly
more companies indicated an increase in cost price than a decrease.
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Different world regions experienced diverging trends in supply and prices. Supply reductions
have been particularly marked in Africa, whereas supply has increased in North America. The
latter is particularly notable, given the steep drop in demand experienced there in recent
months. Prices have fallen in most regions, with the most significant declines being reported in
Africa. In contrast, there has been a modest increase in prices for European companies.
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Conclusions

The pattern of business over the last three months of 2008 gives a mixed picture with some
companies reporting increases while others reported declines in their core business sales. On
balance, the market as a whole appears to be down around 2%, with significant variations by
sector and region. The worst hit sectors have been retailers and language study. The region
recording the biggest decline is North America. In spite of the downturn, relatively little change
seems to have occurred in terms of the supply of products or prices.

Business prospects for the first four months of 2009 tend to be negative, with most companies,
sectors and regions expecting the fall in business to continue. Companies in Asia and North
America were the most pessimistic about their prospects, with North American companies
expecting things to get worse in 2009 even after the 10% drop in the last quarter of 2008.
Companies in retail, language study and work experience/volunteer travel were the most
pessimistic about their business prospects for 2009. Retailers and tour, adventure & group
companies were most likely to see business declining.

The factors most frequently cited as affecting business were the general economic downturn
and exchange rate fluctuations. However, for specific sectors, different patterns could be seen.
The work experience, language study and youth accommodation sectors cited exchange rate
fluctuations as the most important factor. Au pair and work experience providers saw the supply
of placements and unemployment as the important issues.

The most frequent responses to the economic crisis seem to be increased marketing efforts and
cutting costs. In the language study sector, there is more emphasis on increased marketing,
whereas retailers are primarily cutting costs. Insurance providers are seeing new opportunities
emerge from the current economic situation.



