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1 Introduction

The first Global Directions in Language Travel report based on the findings of
the ALTO Member Survey 2004 was published in September 2004. The project
was launched to meet the demand for accurate and reliable market intelligence
in the language travel industry and was well received. Since the publication of
the 2004 report, ALTO has received several requests by industry specialists for
trend data from language travel organisations, research institutes, universities
and consultancy companies. During the first half of 2005, the report was
downloaded more than one thousand times and hundreds of printed copies
have been distributed. ALTO is the only global forum for agents, schools and
associations. This makes the ALTO Member Survey unique and a highly sought
after source of industry information.

After last year's success, ALTO joined forces with JWT Education to conduct
the ALTO Member Survey 2005, which provides the basis for the second Global
Directions in Language Travel report. The second survey has enabled
comparison of the results and facilitates more accurate forecasting and reliable
trend data.

The report focuses on student mobility, developments in language travel
products and marketing issues. The industry intelligence and forecasts
presented here are based on the combined knowledge and experience of a
wide cross section of ALTO Members and provides valuable insights into the
language travel industry.

Fhuati—

Santuza Bicalho
ALTO Chairperson
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2 Methodology

The survey was conducted online with ALTO members - mainly agents and
schools. ALTO contacted members directly via email and phone for
participation in the research. The invitation to participate included a link to the
survey that took approximately 10-20 minutes to complete. Forty-seven
members completed the survey.

As stated earlier, this study surveyed member institutions including agents,
schools, and ‘other’ organisations - two associations and a business offering
homestay programs. As outlined in Table 1 below, an equal number of agents
and schools participated in the survey (18, or 38% of participants), while 17% of
the members who participated represented both an agent and a school and 6%
were from other types of businesses in the language study industry.

Table 1 Survey sample size by respondent type

Overall Agents Schools
Number Percentage | Number Percentage | Number Percentage
Agent 18 38% 18 69% 0 0%
School 18 38% 0 0% 18 69%
Both an agent and a school 8 17% 8 31% 8 31%
Other 3 6% 0 0% 0 0%
Sample size 47 26 26

As the sample consisted primarily of agents and schools (94% of the sample),
‘overall’ data presented throughout this report more accurately reflects these
types of organisations. It should be noted that the actual membership of ALTO
is:

48% schools

31% agents

10% agents and schools
8% associations

3% suppliers

The breakdown into organisation types indicates that agents were over-
represented and associations under-represented in the ‘overall data sets
detailed throughout this report. However, given the inherent differences
between agents and schools, most data is presented under these particular
banners. When relevant, an ‘overall’ banner is included in order to portray
general trends within the industry. Also, those participants who represented
both an agent and a school are included in each of these data sets throughout
the report.

It was not mandatory to answer all questions in the survey and therefore sample
sizes vary throughout the different sections of the report. The sample sizes
listed in each table refer to the total number of participants who answered the
corresponding question in the survey.
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3 Sample Demographics

3.1 Geographic Profile of Participants

The majority of the sample (62%) consisted of members from Western Europe,
with a significant percentage of members from North America (17%); these
percentages vary slightly depending on type of respondent (see Table 2).

Table 2 Location of business represented in the research

Overall Agents Schools

Number Percentage | Number Percentage | Number Percentage
Western Europe 29 62% 14 54% 17 65%
North America 8 17% 3 12% 5 19%
Eastern Europe 3 6% 3 12% 2 8%
South America 3 6% 3 12% 1 4%
Asia 2 4% 2 8% 0 0%
Central America & Caribbean 1 2% 1 4% 0 0%
Africa 1 2% 0 0% 1 4%
Australasia 0 0% 0 0% 0 0%
Middle East 0 0% 0 0% 0 0%
Sample size 47 26 26

The sample was fairly representative of actual membership in ALTO which has
the following geographic breakdown:

e Western Europe 54%

e North America 18%

South America 7%

Eastern Europe 5%

Australasia 5%

Asia 4%

Central America and Caribbean 4%
Africa 2%

Middle East 1%

However, the limited sample sizes do not allow for further analysis of research
findings by geographic region.

3.2 Size of Businesses Represented in the Survey

Overall there was a large variation in the size of businesses represented in the
survey. A little more than one-third of the agents (35%) and schools (36%)
represented in the research had over 51 full-time employees (see Table 2).
Smaller businesses were also represented in the survey with more than one-
quarter of agents (27%) having 10 or fewer employees and 40% of schools
having 50 employees or less.
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Table 3 Number of full-time employees at the business

Agents Schools

0-5 15% 4%
6-10 12% 8%
11-25 31% 28%
26 - 50 8% 24%
51-100 8% 16%
More than 100 27% 20%
Sample size 26 25

3.3 2004 Turnover

The variation in turnover reported for 2004 by both agents and schools clearly
shows the range, in size, of organisations belonging to ALTO. Agents reported
turnover varying from just under €60,000 to €420 million, while turnovers at
schools ranged from €546,000 to €50 million (see Table 3). The median 2004
turnover was €5 million for agents and just over €2 million for schools. Mean
turnover figures were inflated by the relatively large turnovers reported by a
small number of respondents.

Table 4 Turnover at respondent organisations in 2004

Agents Schools
Average € 29,267,597 € 7,300,744
Range € 58,800 - € 420 million € 546,142 - € 50 milion
Median € 5,000,000 € 2,080,000
Sample size 23 19

Language travel is critical to the success of most member organisations. In
2004, on average 58% of turnover at agents and 76% at schools came from
language travel products and services. Schools were even more dependent on
language travel products, with language-related services accounting for 90% of
turnover at most schools.

Table 5 Percentage of 2004 turnover that came from language travel products

Agents Schools
Average 58% 76%
Range 0.05% - 100% 17% - 100%
Median 57% 90%
Sample size 22 22
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3.4 Student Numbers

Agents

Agents reported an average of 2,032 students in 2004. As shown in Table 5,
this varied from 15 to 10,006 students with a median of 1,200. On average,
agents placed 14,501 student weeks in 2004 or a median of 7,750 student
weeks (see Table 6).

Table 6 Number of students in 2004

Agents Schools
Average 2,032 3,916
Range 15-10,000 350 - 21,500
Median 1,200 1,619
Sample size 22 24

Schools

On average, schools reported larger student populations than agents. Member
schools had an average of 3,916 students in 2004, ranging from 350 to 21,500
with a median of 1,619 students. The average number of student weeks
reported by respondent schools in 2004 was 21,178 (median 10,230 weeks).

Table 7 Number of student weeks in 2004

Agents Schools
Average 14,501 21,178
Range 100 - 67,312 750 - 150,000
Median 7,750 10,230
Sample size 18 20

4 Student Profile

4.1 Ages of Language Students

The age of students at participating organisations is outlined in Table 8. Both
agents and schools attract high percentages of students in each of the age
ranges represented in the table. Although most participants reported students in
their twenties or younger, agents reported that 9% of their students, and 14% of
students at member schools, were 30 or above.

Agents (28%) and schools (27%) reported about the same percentage of
students under 18 years of age. Agents had a greater percentage of students
under 25 than did schools. Overall, agents said more than three-quarters (76%)
of their students were 25 or younger compared to about two-thirds (67%) of the
students at schools.
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Table 8 Age of students (agents n=18, schools n=20)

Age of Students
40%

31%

30%

20%

10%

0%
Under 15 15 -17 18 - 20 21-24 25-29 30+
W Agents E Schools

4.2 Duration of Study

Members, both agents and schools, reported very similar study periods for their
students. Almost two-thirds of both agents (65%) and schools (65%) reported
the average study duration for their students between two and four weeks (see
Table 9). A considerable percentage of respondents (27% of agents and 31%
of schools) reported an average duration between one and three months. This
is a clear indication that students have a preference for short-term language
instruction.

Table 9 Average study duration (n=26 for both agents and schools)

Average Study Duration
80%

65% 65%

60%

40%

20%
0%
0% \
<2 weeks 2-4 weeks 1-3months 4-6 months 7 -12 months
B Agents @ Schools

0%
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5 Student Mobility

5.3 Leading Source Countries

Respondents representing schools were asked to identify the three leading
source countries for language students at their schools. Their responses are
outlined in Table 10. Almost half of the participating schools (46%) identified
Japan as one of the top three sources for students at their school. More than
one-third of schools reported Germany (42%) and the USA (38%) as leading
sources of students. Spain (25%), Brazil (21%), France (21%), Italy (21%) and
South Korea (21%) were among the leading source countries of language
students for a significant percentage of member schools.

Table 10 Top three source countries for students at respondent schools

Schools

Japan 46%
Germany 42%
United States 38%
Spain 25%
Brazil 21%
France 21%
Italy 21%
South Korea 21%
Mexico 13%
Russian Federation 13%
Switzerland 13%
United Kingdom 13%
Canada 8%
China 8%
Netherlands 8%
Poland 8%
Sweden 8%
Israel 4%
Saudi Arabia 4%
Taiwan 4%
Turkey 4%
Others 13%
Sample size 24

Leading source countries are likely to vary significantly based on the location of
the school, and therefore, the figures in the chart above are, at least partially, a
measure of the sample consisting mainly of members from Western Europe.
However, since most ALTO members are from Western Europe, this is fairly
representative of member schools in general.
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5.4 Leading Destination Countries

Agents were asked to identify the three destinations where they place most of
their language students. The UK was by far the leading destination with two-
thirds of the agents identifying this country as one of its top three destinations
for placing language students. More than half of the agents indicated the UK
(66%) and Spain (52%), while 43% identified France as a leading destination
country for their students.

These countries were followed by leading English speaking destinations such
as the USA (33%), Canada (29%), Australia (24%), and Ireland (19%), which
received significant numbers of students placed by respondent agents.

Table 11 Top three destinations where agents place language students

Agents

UK 66%
Spain 52%
France 43%
us 33%
Canada 29%
Australia 24%
Ireland 19%
Malta 14%
Italy 10%
Costa Rica 5%
Cuba 5%
Germany 5%
Mexico 5%
Switzerland 5%
Sample size 21

It should be noted that these findings are most likely to be dependent on where
agents are located and in this study most participants were from Western
Europe. Limited sample sizes did not allow further analysis by geographic
location.

Agents were asked to nominate the country they believed would receive the
largest increase in the number of language students it hosts over the next
several years. Agents were told that this should include both traditional
destinations for language students and emerging markets. As seen in Table 12,
Australia was named by the largest percentage of agents (20%) as the
destination predicted to attract the greatest increase in language students in
over the next several years.

As a whole, agents thought the leading growth destination would be from
among the leading host countries seen in Table 11: the UK, Spain, France, the
USA, Canada, and Australia. The exception was China, with 15% of agents
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believing China will attract the greatest number of language students over the
next several years.

Table 12 Destination expected to receive the greatest increase in language students over the next several
years

Agents

Australia 20%
Canada 15%
China 15%
France 10%
Spain 10%
United Kingdom 10%
United States 10%
Brazil 5%
Comoros 5%
Sample size 20

6 Language Courses / Products

6.5 Popularity of Language Courses / Products

This section examines the types of courses and products offered in the
language industry that are likely to increase in popularity in the coming years.

Participants were first asked to indicate the course they believed would become
more popular to students in the next couple of years. Nearly two-thirds of all
participants (62%) believed intensive language courses will become more
popular. This was as high as 71% among respondent schools.

Other courses expected to increase in popularity include academic preparation
courses (31%), business language courses (22%), long-term courses (20%),
and online courses (18%). At least 13% of both agents and schools thought
these types of courses would increase in popularity in the coming years.

Table 13 Types of language courses that will become more popular in the next couple of years

Overall | Agents Schools

Intensive language courses 62% 58% 71%
Academic preparation courses 31% 23% 38%
Business language courses 22% 15% 17%
Long-term courses 20% 23% 13%
Online courses 18% 19% 17%
Courses combining work experience 9% 8% 8%
Courses combining activity/culture/travel 9% 8% 4%
Junior programs 2% 4% 0%
Paid work programs 2% 4% 0%
Sample size 45 26 24
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Although it appears that agents and schools generally agree on the types of
courses that are likely to gain in popularity, it is interesting that in some
instances there is a discrepancy between the percentage of agents and schools
that believe a certain course will become more popular. This could be explained

by an inconsistency between courses provided by schools and programmes
being sold by agents.

Respondents were asked to specify products and services that they thought
would become increasingly popular in the language industry. The results are
shown in Table 14. The vast majority of members (80%) indicated that work
experience programs will become increasingly popular. This is supported by
data from the 2004 Survey which reported work experience programmes (be it
either programs allowing for both work and study, or work experience only) as
the most popular product or service. Fifty-eight percent of respondents began
offering this type of products in 2003.

Table 14 Products and services predicted to become increasingly popular in the language industry

Overall | Agents Schools

Work experience programs 80% 69% 83%
Cultural activities 51% 46% 46%
Adventure activities 44% 42% 29%
Career development courses 36% 35% 29%
Academic preparation courses 36% 19% 50%
High school programs 20% 19% 13%
CALL (computer aided language learning) 16% 19% 17%
Homestay programs 13% 12% 4%
Au pair programs 11% 19% 4%
Airline tickets 11% 19% 0%

Insurance services 4% 8% 0%
Paid work programs 2% 4% 0%

Summer camp 2% 4% 0%

Sample size 45 23 24

The majority of respondents expected programmes that include -cultural
activities (51%), and adventure activities to be more attractive in the near future.
Other products including career development courses (36%), academic
preparation courses (36%), high school programs (20%), and computer aided
language learning (CALL) (16%) were also predicted to become increasingly
popular in the next several years. A much greater percentage of schools (50%),

than agents (19%), thought academic preparation courses would become more
popular.

Interestingly, the most frequently cited responses to this question indicate how
diversified the industry has become. Respondents believe the demand for
products that develop students professionally - work experience programs,
career development courses and academic preparation courses - will increase,
as will the demand for more general courses that include cultural activities and
adventure activities. Clearly, respondents are optimistic about the growth of
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several different types of products currently available in the language travel
market.

Some products that are predominantly relevant only to agents, that is, they are
only provided by agents and not schools, were also identified by a significant
percentage of agents as products that will become more popular in the coming
years. These products include au pair programs (19%), airline tickets (19%),
and homestay programs (12%).

Respondents were asked to identify courses they believe will become less
popular in the coming years. These findings are presented in Table 15.
However, it should be noted that there were fewer participants answering this
question than the question pertaining to courses expected to gain in popularity.

A greater percentage of respondents (and more participants overall) predicted
that long-term courses (39%) will drop in popularity, rather than gain popularity,
in the coming years. The popularity of online courses is in doubt with similar
percentages of participants indicating that these types of courses will decrease
(19%) rather than increase (18%).

Table 15 Types of language courses that will become less popular in the next couple of years

Overall | Agents Schools

Long-term courses 39% 32% 37%
Online courses 19% 27% 11%
Intensive language courses 17% 14% 32%
Business language courses 14% 18% 11%
Academic preparation courses 11% 14% 0%
Confirmation courses 3% 5% 5%
Junior holiday courses 3% 5% 0%
ESP courses 3% 0% 5%
Cambridge courses 3% 0% 5%
Sample size 36 22 19

6.6 Estimated Growth Rates for Language Products at Respondent
Organisations

Table 16 outlines expected growth rates for language products in the coming
years. Participants were asked to indicate the projected growth in language
products at their institutions for 2005, 2006, and 2007. Overall, growth in
language travel products is expected by both agents and schools over the next
three years. Respondent groups predicted the strongest growth in 2005, but
expected continued high growth rates in 2006 and 2007. Agents were more
optimistic than schools, with average growth rates of 21%, 15% and 16%
expected in 2005, 2006, and 2007, respectively. Schools predicted average
growth figures of 11%, 9%, and 10% over the same period.

However, it should be noted that not all respondents reported expectations of
positive growth. Schools had lower expectations, with one school in particular

Page 12



ALTO Member Survey 2005 JWT Education

expecting a 14% reduction in 2005, and half of the schools expecting growth of
5% or less for 2005 (as reflected by the median).

Table 16 Estimated growth rates for language travel products and services at respondents’ organisations

2005 2006 2007

Agents

Average 21% 15% 16%

Range -5%-100% -3%-35% 5% -45%

Median 16% 13% 13%

Sample size 20 19 19
Schools

Average 11% 9% 10%

Range -14% -100% 0% - 30% 0% - 20%

Median 5% 9% 9%

Sample size 21 20 19

6.7 Estimated Growth Rates for the Language Travel Market

Overall, agents and schools predicted the language market in general to
experience growth over the next several years, although both respondent
groups expected higher growth rates for their own organisation than they did for
the industry as a whole. Perhaps this is a reflection of the confidence members
have in their own organisations.

Agents appeared more optimistic than schools, expecting the language travel
market to grow 12% in 2005, 9% in 2006, and 8% in 2007. Schools gave
average growth rates of 6%, 8% and 8%, respectively.

Table 17 Estimated growth rates for the language travel market in general

2005 2006 2007
Overall
Average 10% 9% 8%
Range -10% -50% -5%-35% -5% - 35%
Median 5% 7% 10%
Sample size 29 26 26
Estimates from '04* 15% 15% na
Agents
Average 12% 9% 8%
Range -5% - 50% 0% - 20% -1% - 20%
Median 10% 5% 10%
Sample size 17 15 15
Estimates from '04* 16% 16% na
Schools
Average 6% 8% 8%
Range -10% -20% -5%-20% -5% - 20%
Median 5% 9% 10%
Sample size 16 14 14
Estimates from '04* 11% 11% na

* “Estimates from '04” refers to the 2004 Survey in which members were asked to predict growth rates
from 2004 to 2006.
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Comparison with the 2004 Survey

Members were not as optimistic about growth in 2005 and 2006 as
they were a year ago in 2004.

e In 2004 agents predicted growth in the language travel market
at 16% for both 2005 and 2006. In 2005 agents forecasted
growth of 12% in 2005 and 9% in 2006.

e This trend was also apparent among schools. In 2004, schools
reported 11% growth in 2005 and 2006; however, in 2005
schools were less optimistic and expected growth of only 6%
and 8%, respectively.

7 Marketing and Business Issues

7.8 Sources of Students

Schools

Respondent schools indicated that the majority of their students (58%) were
sourced through international agents. This stresses the importance of the
agent/school relationship as a key supply channel for ALTO members.

The Internet was also cited as a significant source of language students for
respondent schools with an average of 19% of students sourced via this
method. Schools used other methods to recruit students; however, in general
these sources were less successful in producing student enrolments compared
with agents and the Internet.

Table 18 Sources of students for member schools (n=21)

Sources of Students for Member Schools

International agents 58%
Internet

Local agents
Walk-ins/local bookings
Direct recruitment events
Advertising - printed media

Advertising - Internet

Other

0% 20% 40% 60% 80%
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Comparison with the 2004 Survey

e In 2003, 62% of enrolments at respondent schools came
through agents.

e Schools predicted that 62% of enrolments would be sourced
through agents in 2004, and this would decrease to 59% in
2005, and to 57% in 2006. This pattern is consistent with the
58% reported in the 2005 Survey.

e The Internet is becoming an increasingly important source for
students, and this has occurred earlier than many in the
industry expected. Data from the 2004 Survey show that
schools sourced 12% of their students from the Internet in 2003,
while results from 2005 indicate this has increased to 19%. The
2004 Survey also reports that schools thought the percentage
of their students sourced via the Internet would increase to 14%
in 2004, 16% in 2005, and 18% in 2006. This increase has
occurred sooner than previously predicted.

Agents

Agents sourced a significant percentage of students from the Internet. In fact,
Internet advertising was mentioned as the leading source of students for
agents. On average, agents reported that 35% of their students were sourced
from Internet advertising.

Table 19 Sources of students for agents (n=21)

Sources of Students for Agents

Advertising - Internet
Repeat customers
Referalls

Advertising - printed media
Direct recruitment events
Schools

Guidebook and Sign

Other

0% 10% 20% 30% 40%

Agents also reported sourcing a significant percentage of students through
repeat customers (18%), referrals (18%), advertising in printed media (14%),
and direct recruitment (12%)
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