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Oxford Economics: The Return on Investment of Business Travel
Op-Ed for Local Newspaper
As businesses mark the one-year anniversary of the current economic crisis, decision-makers are now asking themselves whether it is finally time to shift from cost management mode to growth mode. After all, decisions made this fall will likely determine the upside in 2010. But where to invest?

New research supplies a surprising answer: business travel.

How do you attach an ROI to a sales trip, a trade show or an award to a high-performing employee?  

In the past, no one really knew how to do it. Travel budgets existed in a sort of “black box” where decisions were guided by emotions and gut-instinct, rather than solid data.   

The lack of good research in this area has given rise to several myths: that business travel is wasteful or frivolous; that it can easily be replaced by virtual meetings and teleconferences; and that the use of incentive trips to reward top performers is too extravagant.

It’s no wonder that it recently has been a favorite target for corporate and government cost-cutters.   

A groundbreaking new study by the respected research firm Oxford Economics may finally put these myths to rest, and allow business leaders to make smarter decisions about where to allocate precious resources. In fact, it is the first time the question of business travel ROI has been explored so comprehensively.  

The study finds that for every dollar invested in business travel, businesses benefit from an average $12.50 in increased revenue and $3.80 in new profits. Likewise, the data shows that a 10 percent increase in business travel spending will increase U.S. GDP by between 1.5 and 2.8 percent. 

According to the study, the surest way to limit business growth potential is to indiscriminately cut the corporate travel budget. For instance, corporate executives who were surveyed estimated that 28 percent of their business is lost without in-person meetings.

And claims that virtual meetings and teleconferences are a good substitute for in-person meetings turn out to be off the mark. Eighty-five percent of corporate executives perceive web meetings and teleconferences to be less effective than in-person meetings with prospective customers, and 63 percent believe virtual meetings to be less effective than in-person meetings with current customers.

Finally, the study contradicts the rhetoric we have heard that describes incentive travel for top employees as wasteful junkets. In fact, according to the research, companies would have to pay those employees eight percent more per year to achieve the same level of motivation. Thus, according to the research, incentive trips are often a cost-saving measure.

Even though this is the first time business travel spending has been analyzed so thoroughly, Oxford Economics clearly took great care to ensure their results are accurate. The analysis examined 14 major economic sectors over a span of 13 years, controlled for other possible drivers of business growth, and was peer reviewed by a business professor at the Wharton School.

As the old saying goes, you have to spend money to make money. And in the case of business travel, this axiom has never been truer.
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