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(1)

TRAVEL AND TOURISM IN AMERICA TODAY

WEDNESDAY, APRIL 30, 2003

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,

SUBCOMMITTEE ON COMMERCE, TRADE,
AND CONSUMER PROTECTION,

Washington, DC.
The subcommittee met, pursuant to notice, at 1:07 p.m., in room

2123, Rayburn House Office Building, the Hon. Cliff Stearns (chair-
man) presiding.

Members present: Representatives Stearns, Shadegg, Bass, Issa,
Otter, Tauzin (ex officio), Schakowsky, Brown, Green, and Strick-
land.

Staff present: Kelly Zerzan, majority counsel; Ramsen Betfarhad,
majority counsel; Jill Latham, legislative clerk; and Jonathan J.
Cordone, minority counsel.

Mr. STEARNS. Good afternoon. Welcome to the Subcommittee on
Commerce, Trade, and Consumer Protection.

The subcommittee will come to order, and without objection the
subcommittee will proceed pursuant to Committee Rule 4(e).

So ordered.
The Chair recognizes himself for an opening statement.
Good afternoon and welcome to the Subcommittee on Commerce,

Trade, and Consumer Protection hearing on travel and tourism in
America today. I want to thank sincerely the witnesses for appear-
ing before the committee. I know how busy you are.

This is our first hearing on this subject in the 108th Congress,
but I am confident this will not be our last.

Beginning with our hearing less than a month after the horrific,
terrible events of September 11, 2001, myself and our staff have
been examining the state of the U.S. travel and tourism industry
as it continues to recover from the downturn in travel since Sep-
tember 11. During this recovery period, the industry has faced
other challenges, such as the war in Iraq and most recently the
SARS epidemic.

I noted the U.S. News & World Report. On the cover of their
issue it says, ‘‘SARS Hits Home: How it spreads, where it came
from and how to fight it.’’ This type of publicity is not good for the
tourist industry.

So at a time when the industry faces serious challenges, most not
of its own doing, we are holding this hearing first to highlight the
significance of the industry to our economy so that Americans un-
derstand.
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Second, I hope that the hearing creates a good record as to what
are the problems in the industry today and what, of course, specifi-
cally needs to be done to cure these ills. I hope to learn what we
as Federal policymakers can do to make the United States a travel
destination of choice for international travelers.

Now, permit me to cite some sobering facts that clearly underline
why this industry is very significant and, as such, worthy of careful
consideration by Federal policymakers like ourselves. The travel
and tourism industry employs both directly and indirectly nearly 1
in every 7 Americans, some 18 million people. It generates over $5
billion in economic activity every year.

Travel and tourism is one of the top 3 industries in 29 States,
including my home State of Florida. In fact, the more than 40 mil-
lion visitors a year to Florida generate about $40 billion, the single
largest source of income from our State.

Making the United States a travel destination of choice for inter-
national tourists is extremely important. One fact illustrates the
significance of international travel best. In the United States, an
international visitor spends four times as much as a domestic trav-
eler. That is one reason we have a balance of trade surplus in trav-
el and tourism.

While the trade deficit of the United States has steadily risen to
where it is in 2002, the imbalance reached an all time high of $435
billion. The travel and tourism industry has consistently been the
largest sectorial contributor to our balance of trade surpluses in
services.

Yet our balance of trade surplus for travel and tourism, indeed,
has fallen from the high of $26 billion in 1996 to $8.6 billion in the
year 2001, still representing 12.5 percent of the total services sur-
plus.

The fact that the industry generates a balance of trade surplus,
yet we see a 70 percent decline in that surplus in a period of just
5 years is a very telling story, underscoring the need for the serious
attention I believe by Members of Congress.

The bottom line is that international visitors are a key to the
health of the industry and, indeed, our balance of trade. The
United States is now the third most visited travel destination in
the world, behind France and Spain. There is no reason, my col-
leagues, why it cannot be the first.

Just this session of Congress, we appropriated $50 million to the
Department of Commerce for a comprehensive international des-
tination marketing campaign. In my view this is an important first
step. If those funds are used effectively with an input from indus-
try through the legislatively mandated United States Travel and
Tourism Promotion Advisory Board, I think that Congress should
make the one time appropriation an annual one.

Spain, just for example, in 1997 spent 3 times as much, $150
million, promoting itself as an international travel destination. As
the Spanish economy is less than 5 percent of our economy, I think
if well spent, $50 million is a small sum to pay for touting the nat-
ural beauty, cultural richness of our country to these international
travelers.

And finally, my colleagues, I think we need greater coordination
at least at the Federal level with respect to the development and
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execution of a national tourism policy. Therefore, I have written to
the Commerce Secretary Evans in support of the creation of a Pres-
idential Advisory Council on Travel and Tourism. The council
would be comprised of experts from the private, public, and non-
profit sectors, and would serve in an advisory capacity to the Sec-
retary and the President on national tourism policy and develop-
ment.

The council’s key role, in my view, should be fostering a cohesive
tourism policy at the Federal level. The experience of my own State
of Florida in developing cohesive tourism promotional policies has
been most instructive.

So I want to thank the witnesses again and look forward to their
testimony, and with that I recognize the distinguished Ranking
Member from Illinois for an opening statement.

Mr. SCHAKOWSKY. Thank you, Mr. Chairman.
I appreciate your convening this hearing today to examine one

aspect of the faltering U.S. economy, the travel and tourism indus-
try. The workers who depend on this industry for their livelihood
and the consumers who depend on this industry for their business
and personal travel needs justify the serious attention of the Con-
gress to this important issue.

I come from Chicago, and it is an area and a city that welcomes
tourists from all over the world, and we certainly want to see a
strong travel and tourism industry.

I am disappointed that we do not have a witness here to specifi-
cally address the impact of the current economy on consumers. I
am looking forward to hearing from each one of you who is here
today.

I believe there are several factors contributing to the decline in
business and tourism travel in the United States and the downturn
in the U.S. economy in general. Clearly, September 11 had a dra-
matic impact on the travel industry. SARS has had a chilling effect
on travel. The war in Iraq has also had an impact on the flying
public and the traveling public. Understandably, many Americans
believe that our preemptive military action in Iraq has added to
the resolve of those who wish to harm us.

I have heard from constituents who have found the courage to re-
turn to the skies after 9/11, but are again fearful of the potential
response to our military action in the Middle East.

Many of us oppose the administration’s war against Iraq because
we did not believe that America would be better off in many re-
spects as a result. As the Chairman indicates, international tour-
ists in the United States spend 4 times the amount domestic trav-
elers spend.

It is not entirely surprising to me that residents of some coun-
tries are not eager to come to the United States today, one, because
of the widely perceived idea that the United States disrespected
world opinion and, two, because of the assault on civil liberties and
immigrants and visitors from certain foreign countries that have
been initiated by this administration.

One of the casualties, I believe, of the Iraq war and other Bush
administration policies appears to be the travel and tourism indus-
try. While 9/11 and the war in Iraq have hurt the U.S. economy,
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the one single factor that has led to the economic decline, in my
view, is the President’s tax cut.

I realize that the tax cut is not the subject of today’s hearing,
and I will not belabor the point, but I do want to say that I think
any complete discussion of factors contributing to our current eco-
nomic conditions should include a discussion of the negative impact
the President’s tax policy has had on our economy and outlook for
a strong recovery, including the industry that we are focusing on
today.

I appreciate the opportunity to hear from our witnesses. I am
eager to discuss ways that we can help the workers and consumers
who rely on the travel and tourism industry for their livelihood and
other important needs.

Thank you, Mr. Chairman.
Mr. STEARNS. I thank you.
And the gentleman from New Hampshire, Mr. Bass, is recog-

nized.
Mr. BASS. Thank you very much, Mr. Chairman, and I appreciate

your holding this hearing, which I think is the second one that we
have had since I have been on the subcommittee, and it is a very
relevant and important topic.

I recall in the last hearing a discussion about the impact of 9/
11 on tourism in various parts of the country, and I noted at that
time that my home State of New Hampshire actually was doing
possibly better as a result because there were few people flying
longer distances. New Hampshire is a destination for people who
do not have to fly or move great distances, and our tourism is doing
pretty well.

And as I mentioned then, New Hampshire’s economy ranked 7th
in our reliance on travel and tourism, and it brings in close to $9
billion a year. So certainly this is an important and relevant sub-
ject for me.

However, I do believe that the SARS epidemic or the potential
to have one is going to be quite different in its impact on various
regions of the country. It may hurt us all the same, but I hope that
we as policymakers and those of you who are testifying today could
be very sensitive to the fact that this is an issue that is going to
affect every sector of the economy potentially in this country if we
cannot move together with a unified plan to deal with it, and the
tourism industry may be hurt first more than anybody else.

So thank you for holding this hearing, Mr. Chairman. I look for-
ward to hearing the words of our witnesses.

I yield back.
Mr. STEARNS. I thank my colleague.
The gentleman from Ohio is recognized.
Mr. BROWN. Thank you, Mr. Chairman, for scheduling today’s

hearing.
Thanks to our witnesses for joining us.
I share the sentiments of our Ranking Member, Ms. Schakowsky,

and her concerns that the President’s tax cut is causing even larger
budget deficits. Tax cuts that go overwhelmingly to the wealthiest
of our citizens while cutting vital programs can have a negative im-
pact on travel and tourism, as on much of the rest of the economy.
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Tourism provides in my own State of Ohio hundreds of thou-
sands of jobs. Travelers spend billions of dollars in Ohio every year.
That is one reason I share the concern of the Chairman and our
witnesses today about the condition of America’s travel and tour-
ism industries.

Another reason is because many of the issues that have become
critical to the economic health of tourism and travel are also crit-
ical to public health and public safety. I am thinking here of issues
like homeland security and infectious diseases and bioterrorism
and food safety and security.

Mr. Sternberg, I was pleased to hear the comments that you are
raising in your testimony about food safety and food security on be-
half of the National Restaurant Association. As the ranking Demo-
crat on the Health Subcommittee, I work closely with the Majority
in bipartisan bioterrorism legislation. I consider food security provi-
sions an essential component of the public health security in the
Bioterrorism Preparedness and Response Act.

Like many advocates of effective food safety, I was troubled to
learn that some of America’s food companies had been working to
actually weaken food security rules proposed by the U.S. Food and
Drug Administration, characterizing them as proposals for effi-
ciency and flexibility.

Some in the food industry have recommended that shipments of
imported foods be welcomed into the United States with practically
no advanced notice and with no assurance at all that a shipment’s
contents match the manifest provided to Federal officials, in direct
contradiction to legislation this subcommittee, the full committee,
and the House and Senate passed last year.

That does not sound to me like the sort of food security system
that would give visiting diners or American families traveling or
American homes very much confidence.

This committee has a responsibility to insure that Americans are
protected by an effective food security system, and unlike tax pro-
posals and other remedies recommended by some of our witnesses,
insuring an effective food security system is something that this
committee can do.

Mr. Chairman, I think the Energy and Commerce Committee
needs to take a close look at the implementation of the bioterrorism
law’s food safety provisions. I hope you will join me in calling for
oversight hearings on this important issue.

I yield back the balance of my time.
Mr. STEARNS. I thank my colleague.
And the distinguished vice chairman of the subcommittee, the

gentleman from Arizona, Mr. Shadegg.
Mr. SHADEGG. Mr. Chairman, in deference to our witnesses and

having complimented you for holding an important hearing, and a
hearing I talked about this morning on television, talking about the
impact on this industry and its importance to our Nation, as well
as my State of Arizona, I will waive an opening statement.

Mr. STEARNS. I thank my colleague.
And the gentleman, Mr. Green.
Mr. GREEN. Thank you, Mr. Chairman.
I would like to get on to the witnesses, and I would like to put

a statement into the record. I appreciate you calling this hearing,
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and our Ranking Member, because of the concern I think all of us
have not only nationally, but locally.

Thank you.
[The prepared statement of Hon. Gene Green follows:]

PREPARED STATEMENT OF HON. GENE GREEN, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF TEXAS

Thank you Chairman Stearns and Ranking Member Schakowsky for holding this
hearing and giving us the opportunity to discuss the situation facing America’s trav-
el and tourism industry.

The travel and tourism industry has historically been one of the stronger sectors
of our economy, creating an $8.6 billion annual surplus in the balance of trade.

This industry also employs nearly 18 million Americans and provides about $100
billion in federal, state and local tax revenues.

In my state of Texas alone, travel and tourism generate approximately $40 billion
in direct spending, which accounts for more than 5 percent of the state’s GSP.

In fact, Texas currently ranks third among all states in total domestic spending
on travel and tourism, trailing only California and Florida.

It is difficult to overemphasize the importance of travel and tourism to our eco-
nomic health, since effects on the industry reverberate throughout the nation’s econ-
omy.

When visitors travel less, our transportation systems certainly feel a shock, but
our restaurants, hotels, parks, small businesses and their employees also take a
huge hit.

Unfortunately, the travel and tourism industry is still reeling from the economic
consequences associated with September 11th.

That tragic event created tremendous uncertainty in the minds of Americans—a
feeling that has only been exacerbated by a weakened economy, a war in Iraq and
now the outbreak of Severe Acute Respiratory Syndrome, or SARS.

The result has been a dropoff in travel by Americans and international visitors
alike, who have chosen to postpone their trips for better times.

We in Congress have responded by granting the airlines financial relief, both after
September 11th and, more recently, in the supplemental appropriations bill passed
earlier this month.

That bill also contained funding to market the United States as a premier travel
destination.

But more needs to be done.
The United States continues to be a world-class destination for travel.
No other country can boast the diverse set of attractions that we are so fortunate

to possess.
From our coasts to our mountain ranges, from our national parks to our first-rate

metropolitan cities, America has it all.
And America is safe.
Our task now is to determine how best to lure visitors to our country’s tourist

attractions and get this industry moving again.
I thank each of you for appearing today before the subcommittee to inform us of

your experiences and suggestions for recovery, and I look forward to hearing your
testimony.

I yield back the balance of my time.

Mr. STEARNS. I thank my colleague.
[Additional statement submitted for the record follows:]

PREPARED STATEMENT OF HON. BARBARA CUBIN, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WYOMING

Thank you, Mr. Chairman, for holding this timely hearing.
I would like to welcome the distinguished panel of witnesses. Your insight today

will be a valuable contribution to the ongoing examination of our country’s tourism
industry and efforts to continue to remedy the situation.

Our country is operating under never before seen circumstances. The impact of
recent events has been felt in every realm of life as we know it. Necessary steps
have been taken in response to these events; now further action of a proactive and
stimulative nature is needed.

Every state can identify specific ways in which they have felt the strain on their
economies due to a decline in travel and tourism. This issue is something that
unites the diverse demographics of our country.
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In my home state of Wyoming, the easy-going lifestyle and wide-open beautiful
spaces are attractive to travelers who seek a respite from the hectic daily live that
so many lead. Once they cross the state line into Wyoming there are numerous op-
tions available for recreation, entertainment and accommodation. Getting here is
where patrons tend to encounter difficulties.

While many travelers take to the open road when visiting Wyoming, there are
those who prefer to fly. We are all aware of the tumultuous state of affairs in the
airline industry. Allow me to briefly shed some light on the tremendous hurdles pa-
trons of and residents in my home state continually face.

The limited availability of carriers who even operate in Wyoming is the first hur-
dle encountered. Finding a seat on these few flights is the second and compounding
all of these factors is the outrageous price one must pay for the ‘‘convenience’’ of
flying.

Another area of particular concern to me involves members of Wyoming’s small
business communities—travel agencies. In general, small businesses are the back-
bone of so many rural communities in my state. The devastating affect that declines
in both international and domestic tourism have had on them deserves our attention
and commitment to remedy.

It is my hope that today’s hearing will shed some light on ways the entire country
can encourage international and domestic travelers alike to visit our many attrac-
tions.

Thank you, Mr. Chairman and I yield back the remainder of my time.

Mr. STEARNS. I think what I would like to do before I introduce
the panel is the Travel Business Roundtable has put together a lit-
tle commercial which is geared toward encouraging Americans to
take domestic travel. I would like to play this commercial for the
benefit of my colleagues and the witnesses, who probably have al-
ready seen it.

If we can, let’s play this, and the people you will see are the Lone
Star Band. It is a country and western band who is introducing
this. So without further ado, we will have this small commercial
before we start.

The Lone Star Band is one of President Bush’s favorite groups.
[A video was shown.]
Mr. STEARNS. Well, that was very nice. I think most of us were

looking to see if our State was adequately represented.
I want to thank staff for having this to work so well. Sometimes

when you start these movies they do not work for some reason. So
I want to thank staff.

Now we will go to our panel here, and we are going to go from
my right to my left. So I welcome Mr. Rolf Lundberg, who is Senior
Vice President, Congressional and Public Affairs for the U.S.
Chamber of Commerce.

I want to welcome my good friend, Mr. Jim May, who is Presi-
dent of Air Transport Association, his new position.

Mr. Bill Edwards, Jr., Vice President and General Manager of
the Washington Hilton and Towers. He is also chair of the Govern-
ment Affairs Committee of the American Hotel and Lodging Asso-
ciation.

Mr. Clark Robinson, President, International Association of
Amusement Parks and Attractions.

Mr. Michael Sternberg, Chief Executive Officer of Sam & Har-
ry’s, the Caucus Room. All of us know where that is and have been
to those facilities here in Washington. He is also representing the
National Restaurant Association.

And Mr. Paul Ruden, Senior Vice President for Legal and Indus-
try Affairs, the American Society of Travel Agents.
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And Mr. Matthew Walker, General Vice President, Hotel Em-
ployees and Restaurant Employees International Union.

Let me welcome all of you, and we will start with you, Mr.
Lundberg, for your opening statement.

STATEMENTS OF ROLF LUNDBERG, SENIOR VICE PRESIDENT,
CONGRESSIONAL AND PUBLIC AFFAIRS, U.S., CHAMBER OF
COMMERCE; JAMES C. MAY, PRESIDENT, AIR TRANSPORT
ASSOCIATION; WILLIAM H. EDWARDS, JR., VICE PRESIDENT
AND GENERAL MANAGER, HILTON WASHINGTON & TOWERS;
J. CLARK ROBINSON, PRESIDENT, INTERNATIONAL ASSO-
CIATION OF AMUSEMENT PARKS AND ATTRACTIONS; MI-
CHAEL STERNBERG, CHIEF EXECUTIVE OFFICER, SAM &
HARRY’S, THE CAUCUS ROOM; PAUL M. RUDEN, SENIOR VICE
PRESIDENT FOR LEGAL AND INDUSTRY AFFAIRS, AMERICAN
SOCIETY OF TRAVEL AGENTS; AND MATTHEW S. WALKER,
GENERAL VICE PRESIDENT, HOTEL EMPLOYEES & RES-
TAURANT EMPLOYEES INTERNATIONAL UNION

Mr. LUNDBERG. Thank you, Mr. Chairman, Ranking Member
Schakowsky, members of the subcommittee.

My name is Rolf Lundberg. I am Senior Vice President for Con-
gressional and Public Affairs at the U.S. Chamber of Commerce.

The U.S. Chamber of Commerce would like to thank the sub-
committee for holding this important hearing, and we are, indeed,
pleased to have the opportunity to testify. If I may submit my full
statement for the record, I will just summarize.

Mr. STEARNS. By unanimous consent, so ordered.
Mr. LUNDBERG. Thank you, Mr. Chairman.
The U.S. Chamber is the world’s largest business federation, rep-

resenting over 3 million businesses of every size, sector, and region
across the country.

Just this past April 9, the U.S. Chamber of Commerce co-hosted
with the Travel Business Roundtable, who produced the video that
we just saw, a major travel and tourism summit entitled ‘‘Re-
igniting Growth in Travel and Tourism.’’ It was an effort to focus
a very bright spotlight on one of the most urgent economic issues
of our time, the revitalization and growth of travel and tourism
within the United States and around the world.

That summit, which was the largest of its kind in nearly a dec-
ade included participants from all over the various sectors of the
travel and tourism industry and brought together more than 200
CEO, senior level executives, along with 3 cabinet members, con-
gressional leaders, mayors from cities across the country, and sen-
ior administration officials.

The U.S. Chamber will continue to devote significant resources
in this way to finding a solution for the travel and tourism indus-
try’s difficulties because travel and tourism is an indispensable
component of the overall U.S. economy. Indeed, the stakes are high
and the challenge is very clear.

The travel and tourism industry, which includes airlines, hotels,
restaurants, resorts, theme parks, museums, rental car companies,
travel agencies, on and on, contributes nearly $100 billion in tax
revenue at the Federal, State, and local government level and, as
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you noted, Mr. Chairman, employs nearly 18 million persons in the
United States.

Additionally, the U.S. economy realized an annual balance of
trade surplus from travel and tourism of $8.6 billion in 2001, which
as you noted also, Mr. Chairman, declined significantly from the
surplus that was recorded in 1996, which was as high as $26 bil-
lion, which is a 70 percent decline.

It is, however, one of the few industries that consistently gen-
erates multibillion dollar surpluses for this country in the balance
of trade account.

As the travel and tourism industry faces unprecedented chal-
lenges in the wake of September 11, economic uncertainty, the war
in Iraq, and most recently the outbreak of SARS, the serious dif-
ficulties facing the various sectors of travel and tourism are obvi-
ous.

Another victim of the sluggish travel and tourism industry is the
small business sector, which is directly and indirectly affected from
the lull in travel and tourism. Small businesses, those with under
100 employees, account for more than 96 percent of the member-
ship of the U.S. Chamber of Commerce.

With the contributions of the small business sector to the econ-
omy, the Chamber wishes to note the dramatic impact that the de-
cline of travel and tourism has had on small businesses that serv-
ice and supply the travel and tourism industry. When travel slows,
small businesses suffer the most because they do not have the abil-
ity to weather a long decline in business.

Let me just summarize some of the recommendations, Mr. Chair-
man, that the U.S. Chamber would make.

First of all, we believe that the first step to revitalizing the
slowed travel and tourism industry is simply to restore confidence
in American travel and confidence in people to travel.

Second, the Chamber supports an increase in the promotion of
America in other countries. The Chamber applauds the Congress
and President Bush for the appropriation of that $50 million to the
Department of Commerce for fiscal year 2003 for the comprehen-
sive international destination marketing campaign.

We look forward to the work of the Advisory Board at the De-
partment of Commerce, and we also support the establishment of
a separate Presidential advisory council on travel and tourism.

And we thank you, Mr. Chairman, for your letter to Secretary
Evans on that subject.

Yet another factor that will assist the recovery of the travel and
tourism industry is the strengthening of the American work force.
We are supportive of legislation signed by President Bush reau-
thorizing the work opportunity tax credit through the end of this
year. Doing so continues to help employers provide work for un-
skilled and disadvantaged workers.

And then another means of encouraging travel within the United
States would be the passage of legislation in this Congress that
would fully restore the business meal and entertainment tax de-
duction, which currently sits at 50 percent. The reduction of this
tax deduction has negatively affected the restaurant and entertain-
ment industries and travel and tourism overall and has been par-
ticularly punitive to the small business community.
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So in conclusion, Mr. Chairman, the Chamber remains com-
mitted to working with the Congress, with all sectors of the travel
and tourism industry in an effort to revitalize the industry as a
whole. We would like to thank the subcommittee for focusing atten-
tion, again, on the economic impact of the industry, the United
States, and we want to work with the subcommittee as it continues
to examine issues related to the growth of the industry and con-
siders policies to stimulate the revival of travel and tourism.

And I would, of course, be happy to answer any questions, Mr.
Chairman.

Thank you.
[The prepared statement of Rolf Lundberg follows.]

PREPARED STATEMENT OF ROLF LUNDBERG, SENIOR VICE PRESIDENT,
CONGRESSIONAL AND PUBLIC AFFAIRS, U.S. CHAMBER OF COMMERCE

OVERVIEW

Good afternoon Chairman Stearns and Ranking Member Schakowsky, and mem-
bers of the Subcommittee on Commerce, Trade, and Consumer Protection. My name
is Rolf Th. Lundberg, Jr., and I am Senior Vice President for Congressional and
Public Affairs at the U.S. Chamber of Commerce. The U.S. Chamber of Commerce
would like to thank the Subcommittee for holding this important hearing, and we
are pleased to have the opportunity to testify on the current state of the U.S. travel
and tourism industry.

The U.S. Chamber of Commerce is the world’s largest business federation rep-
resenting over three million businesses of every size, sector and region. Our member
companies and their millions of employees have suffered the burden of a weakened
economy. Since the events of September 11, that burden has been particularly felt
in the travel, tourism, and hospitality sectors, many of which are small businesses.

The stakes are high and the challenge is clear. Few domestic industries generate
jobs and economic growth like travel and tourism. One out of every seven people
(or nearly 18 million people) in the U.S. private-sector workforce is employed di-
rectly or indirectly in travel and tourism related jobs. On April 9, 2003, the U.S.
Chamber of Commerce co-hosted, with the Travel Business Roundtable, a major
travel and tourism summit titled Re-Igniting Growth in Travel and Tourism. We
used the summit to bring people together to help focus a very bright spotlight on
one of the most urgent economic issues of our time: the revitalization and growth
of travel and tourism in the U.S. and around the world. The summit—the largest
of its kind in almost a decade—included participants from all sectors of the travel
and tourism industry and brought together more than 200 CEO and senior level ex-
ecutives along with three Cabinet Secretaries, congressional leaders, mayors from
cities across the country and senior Administration officials. Our summit helped all
of us recognize and highlight the fact that drop offs in travel and tourism are affect-
ing broader elements of our economy. State and local governments are losing tax
revenue, small businesses are hurting, and our balance of trade is suffering.

The travel and tourism industry includes airlines, hotels, restaurants, resorts,
theme parks and museums, rental car companies, travel agencies, and other indus-
tries and contributes nearly $100 billion in tax revenue to federal, state, and local
governments. With states and localities suffering their worst budget deficits in half
a century, travel and tourism-generated funds are critical for providing essential
services such as health care, education, and transportation system improvements.

Additionally, the U.S. economy realized an annual balance of trade surplus from
travel and tourism of $8.6 billion in 2001, however that surplus was a 70 percent
decline from a $26 billion trade surplus in 1996. It is one of the few industries that
consistently generate multi-billion dollar trade surpluses.

As the travel and tourism industry faces unprecedented challenges in the wake
of the September 11 tragedy, economic uncertainty, the war in Iraq, and most re-
cently the outbreak of the Severe Acute Respiratory Syndrome (SARS), the serious
difficulties facing the airlines, hotels, cruise lines, and theme parks are obvious.

Another victim of a sluggish travel and tourism industry is the small business
sector directly and indirectly affected from a lull in travel and tourism. Small busi-
nesses represent more than 96 percent of the U.S. Chamber’s membership. In fact,
75 percent of these companies have fewer than 50 employees. Small businesses play
a crucial part in the United States’ economy, as there are roughly 22.4 million non-

VerDate 11-MAY-2000 13:38 Jul 16, 2003 Jkt 000000 PO 00000 Frm 00014 Fmt 6633 Sfmt 6621 87483.TXT HCOM1 PsN: HCOM1



11

farm firms in the U.S. representing more than 99 percent of all employers. Addition-
ally, they employ 51 percent of private-sector workers, and 38 percent of workers
in high-tech jobs. Small businesses account for nearly all of the self-employed,
produce sixty to eighty percent of all the net new jobs and they account for 44.5
percent of total U.S. payroll. They are the fastest growing segment within this econ-
omy and women and minority entrepreneurs head many of these.

With the contributions of the small business sector to the economy, the Chamber
would like to point out the dramatic impact the decline of travel and tourism in the
United States has on small businesses that service and supply the travel and tour-
ism industry. When travel slows, small businesses suffer the most because they
often do not have the ability to weather a long decline in business. Small businesses
such as independent hotel owners and operators, taxi cab drivers, and local res-
taurants are immediately impacted by a slowed travel and tourism economy. When
small businesses directly impacted by the travel and tourism industry are in de-
cline, the flow of downstream revenues to other small businesses in a community,
such as dry-cleaners and local retailers, are negatively impacted as well.

The impact on communities is illustrated by the significance of small business to
the communities that surround and serve our National Parks. At the Chamber’s
Travel and Tourism Summit, Secretary of the U.S. Department of the Interior Gale
A. Norton, told the audience that in 2002, the National Park System attracted near-
ly 280 million visitors with 40 million of those visitors coming from foreign coun-
tries. Additionally, the Bureau of Land Management drew 54 million visitors while
the National Wildlife Refuge System hosted more than 35 million visitors.

Those millions of visitors were responsible for significant economic support of the
local communities surrounding those tourist destinations. A survey conducted in the
mid-1990s by the Fish and Wildlife Service found that Americans spend more than
$100 billion a year on wildlife-related recreation including hunting, fishing, and hik-
ing. Such activities are supported by local small businesses that cater to those ac-
tivities. Thus, when travel and tourism is slowed, so is business for numerous small
businesses in local communities.

RECOMMENDATIONS

The Chamber believes that the first step to revitalizing our slowed travel and
tourism industry is to restore confidence in American travel. We fully support the
President’s initiatives within the Department of Homeland Security to secure our
nation’s borders and protect our citizens. Simultaneously, we believe it imperative
that our borders remain open to legitimate visitors.

Secondly, the Chamber supports an increase in the promotion of America in other
countries. Currently, the United States does not do enough to promote itself as a
travel destination for international visitors. As other countries are promoting their
countries, the United States continues to lose market share to foreign competitors
for international tourists. According to the World Tourism Organization, travel and
tourism economic activity represented 11.7 percent of world GDP in 1999 with glob-
al tourism receipts reaching $463 billion in 2001. With such staggering figures, it
is clear that competition for tourist dollars is on the rise and the United States must
promote itself in order to compete.

The Chamber applauds President Bush, the Congress, and Senator Ted Stevens
(R-AK) in particular, for the appropriation of $50 million to the United States De-
partment of Commerce in fiscal year 2003 for a comprehensive international des-
tination marketing campaign. These funds will allow the Secretary of Commerce,
advised by the United States Travel and Tourism Promotion Advisory Board, to
begin a campaign to promote the United States globally as a tourist destination.

While the appropriation to the Department of Commerce is an excellent first step
in organizing a Travel and Tourism advisory board for the Administration, the U.S.
Chamber also supports establishment of a separate Presidential Advisory Council
on travel and tourism. The Council would be created by Executive Order as a fed-
eral advisory committee under the Federal Advisory Committee Act (FACA) and
should be comprised of members from the private, public and non-profit sectors.

Over 130 countries have assigned cabinet-level tourism officials or created some
form of government-sponsored tourism office. These nations have recognized the es-
sential need for organization and promotion of their countries as travel destinations
as they compete for the global tourist market. If we are to effectively compete, the
creation of a Presidential Advisory Council is imperative to both cultivate policy de-
velopment within the federal government as well as to measure tourism policy suc-
cess.

Yet another factor that will assist the recovery of the travel and tourism industry
is the strengthening of the American workforce. President Bush signed legislation
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reauthorizing the work opportunity tax credit (WOTC) through December 31, 2003
and in doing so continues to help employers provide work for unskilled and dis-
advantaged workers. As the WOTC gives employers a federal income tax credit of
up to $2,400 for each WOTC-eligible employee they hire, approximately one-fourth
of the restaurants in the United States are reaping the benefit of the tax credit
while providing jobs for needy employees.

Another means of encouraging travel within the United States would be passage
of legislation in the 108th Congress that would fully restore the business meal and
entertainment tax deduction. In the Omnibus Budget Reconciliation Act of 1993, the
allowable deduction for business meals and entertainment expenses was reduced to
50 percent. The reduction of this tax deduction has negatively affected the res-
taurant and entertainment industries and has been particularly punitive to the
small business community. Research completed in 1998 by some members of the
Travel Business Roundtable showed that one-fifth of business meal users were self-
employed with more than two-thirds of business meal users having incomes of less
than $60,000 and 37 percent having incomes below $40,000. As such, to assist small
business owners as well as boost the travel and tourism economic industry, the
Chamber supports an increase in the level of deductibility of business meals and
entertainment expenses.

CONCLUSION

The U.S. Chamber of Commerce remains committed to working with all sectors
of the travel and tourism industry in an effort to revitalize the industry as a whole.
We will continue working with the industry, Congress and the administration until
we are once again the number one global travel destination.

The U.S. Chamber of Commerce would like to thank the Subcommittee for focus-
ing attention on the economic impact of the travel and tourism industry to the
United States. We appreciate the Subcommittee’s review of our recommendations for
re-igniting travel and tourism in the U.S. We look forward to working with the Sub-
committee as it continues to examine issues related to the growth of the industry
and considers policy to stimulate the revival of travel and tourism.

Mr. STEARNS. I thank the gentleman.
Before we go the chairman of the full committee, the distin-

guished Chairman, Mr. Tauzin, has arrived, and I would certainly
welcome any comments that the Chairman has.

Chairman. TAUZIN. I thank the gentleman. I appreciate the in-
dulgence of the committee.

I simply wanted to stop by and welcome you all and thank you
for agreeing to come and testify. I particularly wanted to welcome
Jim May in his new role representing a whole new industry and
yet one that has just as much importance for New Orleans as does
broadcasting and music and all of the good things he represented
before.

I do not have to tell you how critical it is that we keep a vibrant
and strong tourist economy in our country, and travel has seen
some tough times since 9/11, and tourism in various parts of our
country has seen, you know, its ups and downs as a result of some
of the concerns we have had.

But it is still a uniquely clean, vibrant, great source of economy.
I know Florida, and the Chairman has a great interest in it from
a personal standing, the Florida standing with tourism, but you
know, we do not take second place to anybody. Jazz Fest is going
on right now in New Orleans. It is the best time in the world to
be in New Orleans right now.

And I talked to my son and daughter who were there celebrating
this last weekend, and the weather was beautiful and the crowds
were as big as ever.

We sometimes forget how critical it is to the health of the econo-
mies that, like ours in Louisiana, is sometimes up and down with
the oil and gas industry. There are times when we are really down
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in the ditch, and yet tourism is as strong or stronger than ever,
and it provides incredible jobs and support for families and to small
businesses across my State and across the country.

And the fact that we are going to make an international push to
remind people about the great places in America to see and to come
and visit is something that there is a great interest in, Mr. Chair-
man, and I want to help you make sure that we do everything pos-
sible to build this country up to the status it once enjoyed as the
No. 1 tourist landing spot in the world.

There is no reason why France ought to be ahead of us at any-
thing right now, and this is one good example of why we ought to
be leading from a position of strength again.

Thank you all for coming. Know that you are in a friendly room
here. This room supports the travel industry. It supports tourism,
and anything we can do to make this industry more vibrant and
add to its strength and growth in the years to come we take very
personal, and we will do everything we can for you.

Welcome, again, Jim, in your new assignment and new role. As
I said, know that you are in good hands when you come to this
committee, and we wish you well.

And, Mr. Chairman, thank you for letting me speak.
Mr. STEARNS. I thank the distinguished Chairman for his encour-

agement, and I appreciate his participation.
And, Mr. May, you are next with your opening statement.

STATEMENT OF JAMES C. MAY

Mr. MAY. Thank you, Mr. Chairman, and thank you to the Chair-
man of the full committee for his kind words.

It is a delight for me to appear before this committee in a very
different capacity than I am used to. I am here representing 22
member carriers of the Air Transport Association who carry 95 per-
cent of the Nation’s passengers and cargos.

Before addressing the broader state of the industry issues, I
think it is very appropriate for me to begin by thanking this com-
mittee and, in fact, the entire Congress for the refund of airline se-
curity expenses and revenues foregone in the recently passed cost-
of-war supplemental appropriation.

While the question of how these costs are appropriately allocated
in the future remains to be addressed, this short-term cash infu-
sion has given this industry a very essential boost to help preserve
air service and jobs.

Now, the Nation’s airlines are clearly a key component of travel
and tourism and the travel and tourism industry and, of course,
the overall economy. The importance of civil aviation was made
very readily apparent by the events of 9/11. Layoffs and financial
losses in civil aviation, its supplier industries and the tourism in-
dustry and the broader economy rose sharply.

In fact, half of the jobs lost in the economy since 9/11 have been
in the travel and tourism sector.

The prolonged effect of high fuel prices, escalating security and
insurance costs, spiraling labor expenses, among others, have com-
bined with a particular vengeance in an under performing economy
exacerbated by the aftermath of 9/11. The war in Iraq and the out-
break of SARS have worsened that situation.
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U.S. airlines lost an estimated $18 billion in 2001-2002, leaving
them very vulnerable to further shocks and sustained economic
weakness. To continue operations, most airlines have taken on a
staggering debt load leaving them, on average, more than 90 per-
cent leverage. Several large carriers have sought Chapter 11, as
many of you in this room are well aware. Others are teetering on
the edge.

In 2003, the industry is expected to record another multibillion
dollar loss, despite the cost-of-war supplemental relief. Profits in-
dustry wide are not expected until at least 2005.

The pricing environment is particularly weak. The industry has
experienced 20 consecutive months of double digit yield declines,
and nominal domestic fares are at their lowest levels since 1987.

Now, despite these prices, traffic remains roughly 10 percent
below 2000 levels. Pacific traffic, in particular, has plummeted 40
percent below last year’s already depressed levels, and we know
the reason why, and the trend line remains down.

Atlantic traffic is not too far behind at a negative 25 percent.
Now, to cope with the smaller revenue pool now running below
1995 levels, carriers have reduced their work force by over 111,000
positions. We have parked nearly 13 percent of our overall industry
fleet. Thousand more furloughs are expected. Orders for airlines
are down sharply as planned retirements accelerate.

Consumer and CEO confidence indices have sunk in recent
months leaving projections for summer and business travel gloomy.

Now, these traffic declines undermine the traditional relationship
between passenger demand and the U.S. economy. Avoidance of air
travel on this scale suggests that classical forecast models need to
be recalibrated and that a robust return of even modestly growing
traffic levels should not be expected within the near future.

The airline industry does not operate in isolation. Most certainly
air transportation powers our national economy. It links commu-
nities together. It delivers vital, high value goods. It produces jobs
across the spectrum, including our largest sector of employment,
travel, and it drives just-in-time delivery, which is vital to our pro-
ductivity.

There is quite literally no aspect of life in these United States
that does not benefit from aviation, and unfortunately, when avia-
tion experiences economic difficulties, those difficulties reverberate
across the economy. When aviation thrives, it enhances other sec-
tors of the economy significantly.

Now, since the advent of airline deregulation, air travelers have
enjoyed a 38 percent decline in real average fares through 2000
and nearly 80 percent more service. That is as measured by depar-
tures concurrent with increase in revenue passenger miles of a cou-
ple of hundred percent. Civil aviation’s total impact in the year
2000, the last full measured year amounted to about 9 percent of
GDP. Directly $343 billion and 4.2 million jobs were produced in
civil aviation or in industries related to civil aviation, such as trav-
el and tourism.

Indirectly $255 billion and 3.2 million jobs are created in other
industries in the civil aviation supply chain and related industries.
For every job in the aviation industry, airlines industry an esti-
mated 15 jobs are produced in the broader economy.
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1 ATA member airlines include: Airborne Express, Alaska Airlines, Aloha Airlines, America
West Airlines, American Airlines, ATA Airlines (formerly American Trans Air), Atlas Air, Conti-
nental Airlines, Delta Air Lines, DHL Airways, Emery Worldwide, Evergreen International Air-
lines, Federal Express, Hawaiian Airlines, JetBlue Airways, Midwest Airlines, Northwest Air-
lines, Polar Air Cargo, Southwest Airlines, United Airlines, United Parcel Service, and US Air-
ways. Associate members are: Aerovias de Mexico, Air Canada, Air Jamaica, KLM-Royal Dutch
Airlines, and Mexicana de Aviacion.

The airline industry recognizes its importance not only to travel
and tourism, but to this national economy. It is evidenced by the
tremendous growth in the industry prior to 9/11 when service was
expanded and fares were cut. The industry continues to seek ways
to emerge from current struggles. We have undertaken extraor-
dinary self-help measures and are working closely with the Federal
Government concerning matters of taxation, security, and funding
for infrastructure enhancements.

We want passengers to again embrace air travel as the preferred
mode of transportation instead of being fearful of potential dangers.
Vacations should be enjoyed, not dreaded. Passengers should have
several options from which to choose, and air travel should be wel-
comed as efficient and economical, not laborious and expensive.
And most importantly, traveling by air should be safe.

The travel and tourism sector depends on the air transportation
system for its economic vitality. The ATA and its member airlines
are committed to meeting demands placed on our industry by vir-
tue of its importance to the national economy and, therefore, are
committed to fulfilling our role as the engine that drives travel and
tourism.

In doing so, we look forward to working with both the Congress
and the administration to establish policies that foster critical eco-
nomic growth.

Thank you, again, Mr. Chairman, for the opportunity to appear.
[The prepared statement of James C. May follows:]

PREPARED STATEMENT OF JAMES C. MAY, PRESIDENT AND CEO, AIR TRANSPORT
ASSOCIATION OF AMERICA, INC.

Mr. Chairman and members of the Subcommittee, thank you for inviting me here
today to discuss the state of the travel and tourism industry. I appear before you
representing the 22 member carriers 1 of the Air Transport Association, who carry
95 percent of the nation’s passengers and cargo.

Before addressing the broader state of the industry issues, let me begin by thank-
ing this Committee, and the entire Congress, for the refund of airline security ex-
penses and revenues foregone in the recent cost of war supplemental appropriations.
While the question of how these costs are appropriately allocated in the future re-
mains to be addressed, this short-term cash infusion has given the industry an es-
sential boost to help preserve air service and jobs.

The nation’s airlines are a key component of the travel and tourism industry, and
of the overall economy. The importance of civil aviation was made readily apparent
by the events of 9/11. Layoffs and financial losses in civil aviation, its supplier in-
dustries, the tourism industry and the broader economy rose sharply. In fact, half
of the jobs lost in the economy since 9/11 have been in the travel and tourism sector.

The prolonged effect of high fuel prices, escalating security and insurance costs
and spiraling labor expenses, among other things, have combined with a particular
vengeance in an underperforming economy exacerbated by the aftermath of 9/11.
The war in Iraq and the outbreak of SARS have worsened the situation. U.S. air-
lines lost an estimated $18 billion in the 2001-2002 period, leaving them extremely
vulnerable to further shocks or sustained economic weakness. We have had both.

To continue operations, most airlines have taken on a staggering debt load, leav-
ing them on average more than 90 percent leveraged. Several large carriers have
sought Chapter 11 bankruptcy protection, and another is teetering. In 2003, the in-
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dustry is expected to record another multi-billion dollar loss, despite the cost of war
supplemental relief. Profits industry-wide are not expected until at least 2005.

The pricing environment is particularly weak. The industry has experienced 20
consecutive months of double-digit yield declines, and nominal domestic fares are at
their lowest levels since 1987. Despite those prices, traffic remains roughly 10 per-
cent below 2000 levels. Pacific traffic has plummeted to 40 percent below last year’s
already depressed levels—and the trend line remains down. Atlantic traffic is not
too far behind at a negative 25 percent. To cope with the smaller revenue pool, now
running below 1995 levels, carriers have reduced their workforce by 111,000 posi-
tions and parked 13 percent of the industry’s fleet. Thousands more furloughs are
expected. Orders for airplanes are down sharply as planned retirements accelerate.
Consumer and CEO confidence indices have sunk in recent months, leaving projec-
tions for summer and business travel gloomy in 2003.

These traffic declines undermine the traditional relationship between passenger
demand and the U.S. economy. Avoidance of air travel on this scale suggests that
classical forecast models must be recalibrated and that a robust return of even mod-
estly growing traffic levels should not be expected within the near future.

The airline industry does not operate in isolation. Most certainly, air transpor-
tation powers our national economy. It links our communities together. It delivers
vital, high-value goods. It produces jobs across the spectrum—including our largest
sector of employment, travel and tourism. And, it drives just-in-time delivery vital
to our productivity. There is quite literally no aspect of life in the United States that
does not benefit from aviation. When aviation experiences economic difficulties,
those difficulties reverberate across the economy. But, when aviation thrives, it en-
hances other sectors of the economy significantly.

Since the advent of airline deregulation, air travelers enjoyed a 38 percent decline
in real average fares through 2000 and 79 percent more service, as measured by
departures, concurrent with an increase in revenue passenger miles of 200 percent.
Civil aviation’s total impact in 2000 amounted to about 9 percent of GDP. Directly,
$343 billion and 4.2 million jobs were produced in civil aviation or in industries re-
lated to civil aviation, such as travel and tourism. Indirectly, $255 billion and 3.2
million jobs arose in the other industries in the supply chain to civil aviation and
related industries. For every job in the airline industry, an estimated 15 jobs are
produced in the broader economy.

The airline industry recognizes its importance not only to travel and tourism, but
also to the national economy. This is evidenced by the tremendous growth in the
industry prior to 9/11, when service was expanded and fares were cut. The industry
continues to seek out ways to emerge from current struggles, undertaking self-help
measures and working closely with the federal government concerning matters of
taxation, security and funding for infrastructure enhancements. We want pas-
sengers to again embrace air travel as the preferred mode of transportation, instead
of being fearful of potential dangers. Vacations should be enjoyed, not dreaded. Pas-
sengers should have several options from which to choose. Air travel should be wel-
comed as efficient and economical, not laborious and expensive. And, most impor-
tantly, traveling by air should be safe.

The travel and tourism sector depends on the air transportation system its for
economic vitality. The Air Transport Association and its member airlines are com-
mitted to meeting the demands placed on the industry by virtue of its importance
to the national economy, and therefore are committed to fulfilling our role as the
engine that drives travel and tourism. In doing so, we look forward to working with
both the Congress and the Administration to establish policies that foster critical
economic growth.

Mr. Chairman, I again thank you for the opportunity to appear today.

Mr. STEARNS. I thank the gentleman.
Mr. Edwards.

STATEMENT OF WILLIAM H. EDWARDS, JR.

Mr. EDWARDS. Thank you, Mr. Chairman, Ranking Member
Schakowsky, members of the committee.

My name is Bill Edwards. For the record, my title is the Area
Vice President of the Mid-Atlantic of Hilton Hotels Corporation in
Washington, DC.
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I would first like to thank you, Mr. Chairman, for your opening
statement. It hit every point right on the head. I think it was an
outstanding summary.

As per the request, I am not going to go through a long written
document. I am going to do bullet points to possibly present our po-
sition, generate questions and answers should that be necessary at
the end of the day.

I am also here as the chairman of the Government Affairs Com-
mittee representing the American hotel and lodging industry.

I think what you are going to hear redundantly today is that if
you look across this table as connecting the dots, where the econ-
omy goes goes the airlines. Where the airlines go, hotel guests go.
Where the hotel guest goes, amusement parks go. Where our hotel
guests and amusement parks go, so do restaurants.

And at the end of the day, down the road we have the unions
and other employing agencies that are all tied together. So this is
a set of dominos in the industry.

We are representing today more than 43,000 lodging units
throughout the country. We represent over 2 million employees
working in every congressional district.

The interesting point and probably the warming point I should
bring across is if I take just the Hilton Washington that you have
all been in, that represents 800. About 80 percent of our employees
are unskilled. Thirty-eight different languages. We are usually the
first front line employers for new immigrants to our country or peo-
ple who need skill training.

So when we talk about layoffs and devastation in the industry,
we are talking about individuals, not the MBAs from Harvard. We
are talking about individuals who the day they are laid off, the
next day they are hungry. They do not pay rent or bills.

So I would like to emphasize that as being critical in this discus-
sion.

What is the state of the industry? I am going to give you bullet
points. I think you have the statistics, and your staff would say all
that we would say here, but so far I can tell you we have already
cut 100,000, 130,000 jobs. And again, remember the people I said
to focus with.

Why? Because we have fewer people traveling. Since 2000 domes-
tic travel to us is down 9 percent; international at least 17; and
those numbers are still falling.

If I take a peek at New York, I am looking at 36 percent drop
since the year 2000 in daily rate. That is a 100 percent flow
through to profit line, depreciation of profit line. I’m looking at oc-
cupancy of 83 percent to 69. That is individuals. We say heads in
beds. That is employment; that is jobs.

If I go to the other side of the ocean, as far away as Hawaii, I
can look at 30 percent drop over there, and Hilton has a major
presence, and it is still dropping, obviously tied into the SARS
issue.

What I would like to do for the entire committee and staff is
focus on something that I think is important for a hotel, and that
is measurement. Someone will say, ‘‘Oh, occupancy is up.’’ Well,
that may be the case, but that is not a measuring device of success
in hotels.
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If they look at our portfolio, we own Hampton Inns, Doubletrees,
Embassy Suites, Hilton Hotels, whatever. We own Bally’s, Caesars,
all of this stuff. The measuring device is RevPAR, revenue per
available room, and you have to look at that in its total picture.
If I sell a room for $10, I will have 100 percent occupancy, espe-
cially in Washington. I will not make any money.

You want to look at the total package of revenue per available
room, which is what your hotel corporations look at, which is what
your developers look at.

So if we talk RevPAR, everyone says that while leisure destina-
tions are up or suburban State or rural States are up in occupancy,
well, fine, but they are also heavily discounting to obtain that occu-
pancy.

I think we have to be very cautious about discounting, which
does not necessarily produce RevPAR, which definitely does not
produce profits. So I think the occupancy argument in any discus-
sions in this committee should be guarded, and the question should
be asked: what about RevPAR, revenue per available room?

If we look at profits, if we take it back to the year 2000, we are
down easily a third. The average in the industry this year, for ex-
ample, is we dropped 19.4 percent in 2001 and another 9.6 percent
in 2002. And as you very eloquently stated in your opening com-
ments, 2003 is not exactly headed in the right direction.

This is the first time in 2001 and 2002, by the way, that this in-
dustry has showed consecutive year depreciation of business since
1982 or 1983. One of the spinoffs of this situation is the delin-
quency rate in hotels and the lack of development of jobs in many
of our inner cities.

For example, I had the privilege of growing up in the great city
of Chicago. My home as a child was the 17th floor of the Farmer
House. This is a plug.

But growing up there, I understand that Chicago, in fact, is the
convention capital of the United States. We can argue that between
New York and Washington and other cities, but let’s face it. That
is where the life blood is. That industry goes down; that city goes
down.

So when we start talking about hotel development, you can take
Washington, DC. We have a brand new Convention Center. Guess
what. We do not have a hotel down because they cannot get fi-
nance. What is going to happen to this new Convention Center? It
is going to be a longer haul.

So what happens when profits go down? What do managers of
units usually do? Well, they start closing restaurants. They start
cutting staff. They start looking at marketing efforts at secondary
or discounted markets, which depresses RevPAR further.

I can tell you right now my brother works for a major competing
firm I will not mention here. They are on a 4-day work week for
executives. I just announced for the Mid-Atlantic, which covers
from Pittsburgh down, that they are going to forced vacation start-
ing in May. These are the executive branch.

Do not think for a minute that we are putting on the shoulders
of all of our team members these layoffs. It is going right from the
management on down.
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But profits are not just down on rooms division. You know, you
have banquets in the big hotels, be it Chicago, the Chicago Hilton,
the Palmer House, in Washington this one, the Marriott Wardman,
all of these big banquets. I got a call 4 days in advance of the radio
and television correspondents that they had to cancel it as a result
of the war. Four days for a dinner of 2,800 people that is worth
over $200,000. That is 210 waiters, 80 chefs, again, not working
that night.

So this is the kind of action/reaction we have.
The other element that is of concern is the cities and States and

local governments want to increase taxes for their own benefit.
That is a dangerous task. So we want two things. We want to en-
dorse your efforts with the $50 million. We also want to work to-
gether as a team to open doors, to bring people to this country, and
help Americans travel easier.

[The prepared statement of William H. Edwards, Jr. follows:]

PREPARED STATEMENT OF WILLIAM H. EDWARDS, JR. CHAIRMAN, GOVERNMENTAL AF-
FAIRS COMMITTEE, AMERICAN HOTEL & LODGING ASSOCIATION AND AREA VICE
PRESIDENT, HILTON HOTELS CORPORATION AND GENERAL MANAGER, HILTON
WASHINGTON

INTRODUCTION

Mr. Chairman, Ranking Member Schakowsky, members of the Subcommittee,
thank you for the opportunity to testify on travel and tourism in America today,
particularly on the state of the U.S. lodging industry. In many ways, these are the
most difficult and unpredictable times we have seen in more than a generation so
this hearing and this opportunity to testify is critically important.

I am here in my capacity as Chairman of the Governmental Affairs Committee
of the American Hotel & Lodging Association (AH&LA). AH&LA represents the na-
tion’s $100 billion lodging industry. Nationwide, there are more than 43,000 lodging
properties. These properties represent roughly 2,000,000 employees and voters in
every Congressional District.

Now, let me tell you a bit about my background. I have been a hotel general man-
ager for 25 years, in the industry for over 30 years, and in my present position as
Vice President with Hilton Hotels for eight years. In addition to my long involve-
ment with AH&LA, I am a past President and Chairman of the Hotel Association
of Washington, D.C. and the Washington Convention & Visitors Association as well
as similar positions in San Diego.

STATE OF THE LODGING INDUSTRY

As I mentioned earlier, the lodging industry is facing very challenging times. The
poor economy, traveler fears, post-9/11 security measures, SARS, and other factors
have played a part. Here are some basic statistics to support my characterization:

We have had to cut approximately 130,000 jobs since mid-2001. This figure masks
the efforts made by many hoteliers to retain employees by shifting some to part-
time work until business improves.

Fewer people are staying at our hotels. As has been noted, since 2000, domestic
business travel is down almost 9% and international arrivals are down 17%, so it
is not surprising that some properties have fared differently than others. In general,
drive-to destinations have done better than fly-to destinations, and leisure destina-
tions, better than business destinations. For example:
• The average room rate in NYC has fallen 36% from 2000, while occupancy has

dropped from 83% to 69%.
• Visitors to Hawaii are down 30% from last year.

For the year 2002, occupancy, average room rate, and Revenue Per Available
Room or RevPAR were all down from 2001, and we experienced more of the same
trend during the first quarter of this year: occupancy, average room rate, and
RevPAR all were down.

I should note that RevPAR is a better gauge of the health of the industry than
occupancy rates, which seem to get more play in the media. I could get to 100% oc-
cupancy quite quickly if I charged $10 a night. I also would lose my job. RevPAR
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factors in the rate at which I’m selling my rooms, which gives you and the hotel’s
owner a much better idea if the property is profitable or not.

One of the main reasons leisure destinations are doing as well in occupancy is
that hotels and airlines have been cutting prices. That has helped boost occupancy,
but has not helped RevPAR. So please don’t assume that all is well when you hear
that ‘‘occupancy is up’’ in a certain city or hotel.

Speaking of profits, overall, the industry is profitable, but those profits have fallen
considerably and not all hotels are profitable. Industry profits are down one third
since 2000 and are projected to fall again this year.

At the individual property level, the operating profit of the average US hotel
dropped 9.6% in 2002 after dropping 19.4% in 2001. This is the first time profits
have dropped in two consecutive years since 1982-83.

What profitability our industry is enjoying is not being enjoyed by all. Hotel loan
delinquencies are at their highest since the early 1990s. Perhaps this explains why
the number of hotel development projects that started construction in the first quar-
ter of 2003 was the lowest quarterly total since the early 1990s, following Operation
Desert Storm.

To stay in the black, the industry has taken some extraordinary measures, for ex-
ample: closing restaurants, cutting staff, shifting marketing efforts, and getting con-
trol of the Internet market, which has driven down rates to alarming levels. In their
cutbacks, hotel operators have tried mightily to focus on areas that the guest will
not notice and to a large degree we have succeeded. But there is little left to cut
that would not affect guest service.

It is not just the room rate. Hotels derive income from much more than the rate
charged for a night’s sleep. There are restaurants and shops in the lobby, in-room
movies and mini-bar, and resort activities to name a few. When the number of
guests declines, the number of customers for these activities declines as well.

Further, many hotels do considerable banquet business as part of conventions or
as a stand-alone event. This business too has dropped. In some instances, this is
due to the weak economy, but in others there is a direct correlation to changes in
the Department of Homeland Security Advisory System’s terror threat level. Obvi-
ously, we feel this acutely here in Washington.

In addition to these issues, we are beginning to face another challenge: cash
strapped state and local governments are looking for ways to raise money and some
of them are looking at the travel industry.

Some governments are seeking to raise their occupancy taxes. Anyone who travels
can tell you that hotels are not undertaxed. Others are cutting their state tourism
promotion budgets, a self-defeating act if ever there was one. Still others are getting
more creative in taxing such items as phone service, parking, and mixed drinks.

RECOMMENDATIONS

Rather than give you a long list of measures that the industry would like to see
enacted, let me focus on two recommendations.

America needs a sustained international marketing campaign supported by the
federal government.

As I noted earlier, international arrivals are down 17% since 2000. The inter-
national economy is partly to blame, but we also must acknowledge that steps taken
since 9/11 to make America more secure have given many potential foreign visitors
the impression that America is not a welcoming destination.

Keeping out those who wish us harm is critical to the health of the travel indus-
try. No sector was hurt more by the terrorist attacks and none would be damaged
as much by a second strike. But it is imperative that we also work hard to facilitate
the flow of legitimate travelers to the US. A sustained US marketing initiative can
help.

As we all know, Congress has appropriated $50 million for such an effort. First
of all, thank you.

Secondly, we at AH&LA pledge to do what we can to ensure that this money is
well spent: that it will demonstrate that marketing can significantly increase the
number of visitors to the US, generating more jobs for American workers, more in-
come for domestic businesses, and more tax revenue for all levels of our government.
We are working closely with the Department of Commerce to achieve these goals.
As a team—the hotel industry, the Department of Commerce, and the Congress can
turn this around.
Grow the Economy

No single factor has a greater impact on the health of the lodging industry than
the current state of the economy. When times are tough, companies tighten up their
travel policies: limiting attendees at a meeting, cutting per diems, or banning travel
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entirely. Some industry analysts are predicting that the combination of 9/11 and the
recession have permanently changed business travel, with more and more compa-
nies turning to videoconferencing and other alternatives.

The health of the economy also has significant impact on leisure travel. People
worried about their jobs cut back on their vacation, that is if they take vacations
at all.

AH&LA supports a tax cut package big enough to grow the economy, create jobs,
and therefore stimulate travel. The President has a broad plan that AH&LA sup-
ports, but it is clear that both the House and Senate have ideas of their own. We
are less concerned about the specifics of the bill than about its impact. We have ex-
pressed this viewpoint consistently and lobbied for it during our recent legislative
conference. We urge Congress to approve a substantial measure that will achieve
significant economic growth.

CONCLUSION

Again, Chairman Stearns, Representative Schakowsky, thank you for this oppor-
tunity to testify at the important hearing. I would be happy to answer any questions
you may have.

Mr. STEARNS. I thank the gentleman.
Mr. Robinson.

STATEMENT OF J. CLARK ROBINSON

Mr. ROBINSON. Thank you, Mr. Chairman, Ms. Schakowsky, and
other members of the committee.

Mr. STEARNS. Just pull it a little closer maybe if it reaches there.
Good. Thanks.

Mr. ROBINSON. There we go.
In behalf of the members of the International Association of

Amusement Parks and Attractions, also known as IAAPA, I would
like to thank you for this opportunity to testify today.

Also, if I may, Mr. Chairman, I would like to submit the full
written testimony to the committee.

Mr. STEARNS. By unanimous consent, so ordered.
Mr. ROBINSON. Thank you.
IAAPA is the largest international trade association for amuse-

ment parks worldwide. In fact, we represent more than 5,000
amusement and theme parks, attractions, and suppliers from over
85 countries.

Now, let me turn to the state of the industry. Overall the U.S.
travel and tourism industry has been adversely affected by the re-
duction of visitors from overseas. The U.S. share of international
travel has declined 30 percent over the last 10 years while world-
wide outward tourism has increased by 50 percent.

Additionally, the travel and tourism industry accounts for 6 per-
cent of all U.S. employment. However, 30 percent of all post 9/11
job losses were in the travel and tourism industry.

From September 2001 through December 2002, 387,000 jobs have
been lost. The tragic events of September 11, have had an imme-
diate and continuing impact on destination parks that were still
open in the fall of 2001. The post 9/11 drop in international visitors
led to an overall attendance decrease of 6 to 8 percent in the Or-
lando theme park market during 2002.

Total international arrivals in the U.S. declined 7 percent in
2002. Overseas guests are among the most valuable customers for
destination facilities. Visitors spend more, stay longer, and return
often. The average overseas visitor to Orlando stays 10 nights com-
pared to 5 for domestic visitors.
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In Los Angeles, the average overseas visitor stays 6 and 7 nights
versus the average domestic visitor’s stay of less than 4 nights.

While the impact of a decrease in overseas visitors is felt to vary-
ing degrees in other types of parks and attractions, attendance in
regional parks in 2002 was mixed, and attendance at local parks
has generally increased.

At year’s end, America’s amusement parks and attractions
played host to over 300 million visitors and generated revenues of
more than $9 billion. Attendance growth in the industry has aver-
aged 2 to 3 percent annually for the past 2 decades, while revenues
have increase 5 to 6 percent annually on average during the same
period.

In terms of wider economic impact, studies have determined that
for every $1 spent inside a park or attraction, another $2 to $4 are
spent outside its gates. Thus, last year $18 to $36 billion was spent
in related communities across the United States.

IAAPA joins other segments of the travel and tourism industry
in gratitude to Congress for appropriating $50 million for United
States Travel and Tourism Promotion Advisory Board. We believe
this appropriation should be used for a comprehensive inter-
national destination marketing campaign to bring overseas trav-
elers back to the United States. The funds should not be broken
up and used in several projects, but rather applied to a measur-
able, unified campaign.

And to move even further in promoting tourism, a Presidential
advisory council should be considered to provide additional guid-
ance to the Federal Government on tourism issues.

IAAPA and its members of the travel and tourism industry sup-
port the need for secure U.S. borders. At the same time, we urge
you that all steps be taken to ease the entry into this country for
visitors who wish to experience the United States. IAAPA mem-
bers, along with many other segments of the travel and tourism in-
dustry make extensive use of the J-1 visa program, as well as other
visa programs. While international students provide a valuable
work force, they also return home with a better understanding of
the values and cultures of America.

IAAPA joins others in the travel industry in encouraging the De-
partment of Homeland Security to partner with industry to find
ways to protect our borders against those who would do us harm,
while not making access to the U.S. overly difficult for those who
want to visit.

Efforts to market the U.S. internationally will be for naught if
we make it too difficult for visitors to enter our country.

In conclusion, we believe our success is our own, but we ask the
government to support us by helping promote our Nation as the
wonderful destination that it is.

Thank you for this opportunity share our concerns, and I would
welcome any questions.

[The prepared statement of J. Clark Robinson follows:]

PREPARED STATEMENT OF J. CLARK ROBINSON, PRESIDENT, INTERNATIONAL
ASSOCIATION OF AMUSEMENT PARKS AND ATTRACTIONS

Mr. Chairman, Ranking Member Schakowsky, and Members of the Subcommittee,
on behalf of the members of the International Association of Amusement Parks and
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Attractions, also known as IAAPA, I want to thank you for the opportunity to testify
on the current state of our industry.

Let me begin with a brief description of IAAPA. IAAPA is the largest inter-
national trade association for permanently situated amusement facilities worldwide.
In fact, we represent over 5,000 amusement and theme parks, attractions, and sup-
pliers from over 85 countries. While 40% of our amusement facility members are
amusement and theme parks, the rest is a mix of family entertainment centers
(35%), waterparks (7%), zoos and aquariums (5%), and other attractions (13%).

The IAAPA annual convention and trade show is the largest event in the amuse-
ment industry. More than 30,000 attendees experience all elements of the amuse-
ment and attractions industry. International exhibitors make up approximately 20%
of the show, and 19% of the attendees are international. International visitors come
from as far away as Dubai and Korea, or from as close as Mexico and Canada. In
2002, exhibitors came from China, Saudi Arabia, Australia, Italy, Scotland, and
many other countries.

IAAPA’s goal is to help our members improve their safety, efficiency, marketing,
and profitability while at the same time, maintaining the highest possible profes-
sional standards in the industry.

2002 SEASON

Now, let me turn to the state of the industry today.
Travel and Tourism Industry: Overall, the U.S. travel and tourism industry

has been adversely affected by the reduction in visitors from overseas. The U.S.
share of international travel has declined by 30% over the last ten years, while
worldwide outbound tourism has increased by 50%. According to the Travel Industry
Association of America, the travel and tourism industry accounts for 6% of total US
employment. However, 30% of all post-9/11 job losses were in the travel and tourism
industry. The travel and tourism industry has lost 387,000 jobs from September
2001 through December 2002.

Amusement Parks and Attractions: Amusement parks and attractions, na-
tional landmarks, historic sites, and many other tourist destinations in our country
are major drivers in the travel and tourism industry. They provide incentives for
families and travel groups, both domestic and international, to board airplanes,
cruise lines or trains, or jump into their cars and stay in hotels. When attendance
at our facilities and the other wonderful tourist destinations around the country be-
gins to decline, a ripple effect is felt throughout the economy.

The tragic events of September 11, 2001, had an immediate and lasting impact
on our destination parks that were open in the fall of 2001. Destination parks are
typically facilities where a sizeable portion of business is derived from guests who
travel considerable distances specifically to visit the park and stay for several days,
enjoying a facility’s additional offerings, such as a second park or waterpark, hotels,
restaurants, or shopping in the region. Destination parks include numerous facilities
within the Disney, Universal, and Anheuser-Busch park companies. The post-9/11
drop in foreign visitors led to an overall attendance decrease of 6-8 percent in the
Orlando theme park market during 2002. Total international arrivals in the U.S.
declined 7 percent to 41.9 million in 2002 compared to 2001, according to figures
just released by the Department of Commerce, Office of Travel and Tourism Indus-
tries.

Overseas guests are among the most valuable customers for these facilities. They
spend more, stay the longest, and come back often. The average overseas visitor to
Orlando stays ten nights, compared to five for domestic visitors. In Los Angeles, the
average overseas visitor stays between six and seven nights versus the average do-
mestic visitor’s stay of less than four nights. 72% of overseas visitors to Orlando and
66% of overseas visitors to Los Angeles are repeat visitors. Events of the past 19
months have had the biggest impact on these overseas visitors and have increased
the awareness of the 10-year trend in market share decline in overseas visitors to
the U.S.

While the impact of a decrease in overseas visitors is felt to varying degrees in
other types of parks and attractions, attendance at regional parks in 2002 was
mixed and attendance at local parks was generally increased. Regional parks are
those whose guests are drawn from within a 150-200 mile radius of the park, and
local parks draw their guests mostly from a particular community and its imme-
diate surroundings. In some cases, attendance declines have been offset by an in-
crease in average customer spending. At year’s end, despite the decline in overseas
visitors, America’s amusement parks and attractions hosted over 300 million visitors
and generated revenues of more than $9 billion.
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Summary: Attendance growth in the U.S. amusement parks and attractions in-
dustry overall has averaged 2-3% annually for the past two decades, while revenues
have increased 5-6% annually on average during the same period. We want to con-
tinue or increase this growth trend with the accompanying benefits that will result
for local economies in which facilities are located.

The size of this growing industry makes its economic health of interest to more
than just the owners and operators of these parks and attractions. Recent industry
analyses have forecast that, without unusual events such as the terrorist attacks
of September 11, steady attendance and revenue growth will continue at U.S. parks
and attractions over the next five years.

In terms of wider economic impact, studies have determined that for every $1
spent inside a park or attraction, another $2-4 is spent outside its gates. Thus last
year, at least $18 to $36 billion were spent in communities of which these facilities
are members. In addition, the U.S. amusement industry employs upwards of half
a million people, including the manufacturer base and seasonal park employment.
A lower growth rate in the industry will have a seriously negative impact on the
many local economies around the country that include an amusement park or at-
traction.

GOVERNMENT EFFORTS THAT WOULD AID THE TRAVEL AND TOURISM INDUSTRY

As I have already noted, the U.S. travel and tourism industry has not yet recov-
ered from the impact of the September 11 tragedy. The lingering effects of the eco-
nomic downturn and the war have exacerbated an already difficult situation. Gov-
ernment assistance similar to that provided to travel and tourism by other govern-
ments around the world can play an important part in the industry’s recovery.
United States Travel and Tourism Promotion

IAAPA joins other segments of the travel and tourism industry in gratitude to
Congress for appropriating $50 million to promote the United States as a destina-
tion for foreign travelers. The United States Travel and Tourism Promotion Advi-
sory Board will advise the Department of Commerce on these efforts. As I have al-
ready noted, visitors from overseas constitute an important portion of the guests at
destination parks. These visitors travel to other parts of the country, as well, vis-
iting other attractions. These are difficult times for the U.S. travel and tourism in-
dustry, and it is heartening to see the federal government step in and allocate these
funds to assist the industry.

We believe this appropriation should be used for a comprehensive international
destination marketing campaign to bring overseas travelers back to the United
States. We feel it is important that the use of these funds is timely, targeted, and
focused on a limited number of foreign markets where the return is likely to be the
greatest. The campaign should utilize and promote a national brand.

The funds should not be broken up into several small projects, but rather applied
to a unified campaign whose results are measurable. Demonstrated success can
show the need, which we believe exists, for a long-term authorization of the pro-
gram, along with an appropriate level of funding. IAAPA and its members look for-
ward to working with the Department of Commerce as this important project gets
underway.
Presidential Advisory Council on Travel and Tourism

To move even further in promoting tourism, an advisory council should be estab-
lished to provide guidance to the federal government on tourism issues. Much has
been accomplished by the Commerce Department’s reactivation of the inter-agency
Tourism Policy Council. While we are also delighted that the Department of Com-
merce is in the process of forming a Travel and Tourism Promotion Advisory Board,
we believe that a need remains for the establishment of an advisory council com-
posed of members of the private, public, and non-profit sectors. Such a council would
be able to assist with development and coordination of tourism policy, as well as
developing appropriate benchmarks to measure tourism policy success. The amuse-
ment industry is a driving force in tourism, as it bridges various sectors of the
broader travel and tourism industry and therefore would be a strong asset on such
a panel.
Visa and Immigration Issues

IAAPA and all members of the travel and tourism industry support the need for
secure U.S. borders. At the same time, we would urge that all steps possible be
taken to continue to facilitate entry into our country for legitimate visitors who
want to come enjoy all that the U.S. has to offer. Striking the right balance is dif-
ficult, yet essential.
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IAAPA’s members, along with many other segments of the travel and tourism in-
dustry, make extensive use of the J-1 summer travel/work visa program, as well as
other visa programs.

International students come to experience our culture, improve English skills,
learn job skills and earn wages. Parks and attractions play a prominent role in this
program and, in turn, these students provide a valuable workforce—especially in
August, when many of our American summer employees return to school. Even
more important, the students who participate in this program learn the true nature
of the United States. They are then able to explain to others in their own countries
the values and culture of America. Firsthand knowledge goes far toward overcoming
misperceptions. Changes to the State Department summer work/travel regulations
that would limit the number of students coming into the country or eliminate the
students’ ability to build on their learning experience by participating more than
once would be detrimental to the industry and to our country.

We believe the government should focus on unwanted visitors rather than casting
too wide of a net that would adversely affect the many businesses that rely on inter-
national visitors and student workers without noticeably increasing our nation’s se-
curity. We have similar concerns regarding any possible changes to visitor visas.

IAAPA joins others in the travel industry in encouraging the Department of
Homeland Security to partner with the industry to find ways to protect our borders
against those who would do us harm, while not making access to the U.S. exces-
sively difficult for those who legitimately want to visit our country. We are finding
that in Europe and elsewhere, the perception exists that it is already more difficult
to enter the U.S. Efforts to market the U.S. internationally will be for naught if we
make it too difficult for visitors to enter our country, or even if the perception
spreads that such difficulty exists.

CONCLUSION

We believe our success is in our own hands, but we ask that the government sup-
port us by helping promote our nation as the wonderful destination it is, and by
not imposing regulatory constraints that will deter us from maximizing our poten-
tial. This unwavering commitment to our businesses, our communities, and our
country has allowed the amusement parks and themed attractions industry to
thrive for more than a century, and will ensure that it continues to provide safe and
fun family entertainment for many years to come.

I thank you for the opportunity to share my remarks with you and would welcome
any questions.

Mr. STEARNS. Well, thank you.
Mr. Sternberg.

STATEMENT OF MICHAEL STERNBERG

Mr. STERNBERG. Thank you, Mr. Chairman and Ranking Member
Schakowsky and members of the committee.

My name is Michael Sternberg, and I am the founder and CEO
of Sam & Harry’s, Sam & Harry’s Tysons Corner, the Caucus
Room, and the soon to open Harry’s Taproom in Arlington, Vir-
ginia.

I’m testifying here today on behalf of the National Restaurant
Association, which is the leading business association for the res-
taurant industry, and, Ms. Schakowsky, I am also proud to say
that I am a native Chicagoan, born in Edgewater Hospital and
learned my trade at the feet of—oh, really?—and learned my trade
at the feet of Arnie Morton, who was a master at understanding
the importance of travel and tourism.

Together with the National Restaurant Association Educational
Foundation, the National Restaurant Association’s mission is to
represent, educate, and promote a rapidly growing industry that is
comprised of 870,000 restaurant and food service outlets, employ-
ing 11.7 million people around the country.
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Consumers spend nearly $1.2 billion a day in the Nation’s res-
taurants. Every $1 spent in the restaurants creates an additional
$2.13 in sales for other industries throughout the economy.

As a member of the board of directors of the association, I am
proud to say that our Nation’s restaurant industry is the corner-
stone of the economy, careers and community involvement. Res-
taurants are vital components to the travel and tourism industry.
That is why I am so pleased to be here today participating in this
important discussion.

It will probably not be a surprise to many of you in the room to
hear that restaurateurs depend heavily on the tourism business,
nor will it be a surprise to learn that more than two thirds of table
service restaurants view tourists as an important component of
their business, and here is why.

About 40 percent of revenues as table service restaurants with
higher check averages come from tourists. Spending by travelers
accounts for roughly 15 to 30 percent of revenue at table service
restaurants with average check sizes of less than $25.

These figures give you some idea of the symbiotic relationship be-
tween restaurants and tourists. They also demonstrate why the
events of September 11 and the continued threat of terrorism have
been such a devastating blow to the restaurant industry, as they
do for so many of the groups represented in this room.

The economic repercussions of September 11 were great. As peo-
ple holed up, glued to the television, the travel and tourism indus-
try virtually came to a halt. In September 2001, 38,000 restaurant
jobs were eliminated. The following month, October, the number
rose to 57,000 jobs. As of March 2003, restaurant employment is
down 244,000 jobs since 2001.

The hardest hit restaurant sector was fine dining establishments
and tourist dependent restaurants, especially those in the North-
east.

The top 100 travel destinations experienced the greatest total
lost of tourism revenue, approximately $30 billion, and 4 out of the
5 top spots are all located in the northeast.

In 2002, my restaurant spent almost $120,000 in additional mar-
keting funds just to maintain the same sales level that we saw in
2001. Most restaurants do not have the luxury of spending that
type of money on marketing.

But it also proves that marketing dollars do help and work.
The National Restaurant Association worked hard to help an in-

dustry persevere through this difficult time. Through a major mul-
timillion dollar public relations campaign we encouraged people to
turn the tables and reminded them how vital the Nation’s res-
taurants were to economic security. Innovative and entrepreneurial
restaurants sought new ways to drive business and remind cus-
tomers of how dining out could invigorate spirits and the economy.

As a result, individuals and businesses continue to cut back on
discretionary spending, including dining out and other travel re-
lated activities. In addition to sending a tremendous shock to our
economy, the continued threats of terrorist acts and the conflict
overseas also caused the Nation to focus on relatively new entity,
homeland security.
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We would like to outline a few suggestions today that the res-
taurant industry thinks will both help restore travel both inside
and to the United States. The National Restaurant Association
urges Congress to increase the business meal and entertainment
tax deduction and restore the spousal travel tax deduction. Now
more than ever, this would provide an incentive for small busi-
nesses and corporations to authorize their employees to start trav-
eling again.

We also request Congress’ support in urging the President to cre-
ate the Presidential Advisory Council on Travel and Tourism. The
council would advise the President on national tourism policies and
would help insure that travel and tourism receives a more sus-
tained and vigorous policy focus at the Federal level.

And, finally, the National Restaurant Association applauds Con-
gress and Senator Ted Stevens, in particular, and the President for
appropriating $50 million to the Department of Commerce in fiscal
year 2003 for the creation of a comprehensive United States des-
tination marketing campaign. While these funds are an extremely
important first step in promoting the United States as an attrac-
tive travel destination, it is our hope that Congress will consider
a longer term authorization to capture these travelers that our
economy desperately needs.

Mr. Chairman and members of the committee, I thank you for
this opportunity to be before you, and I thank you for your interest
in the travel and tourism industry. I welcome any questions you
might have.

[The prepared statement of Michael Sternberg follows:]

PREPARED STATEMENT OF MICHAEL STERNBERG, CHIEF EXECUTIVE OFFICER, SAM &
HARRY’S, THE CAUCUS ROOM, WASHINGTON, DC, ON BEHALF OF THE NATIONAL
RESTAURANT ASSOCIATION

Thank you, Mr. Chairman. Chairman Stearns and members of the Committee, my
name is Michael Sternberg, and I am the CEO and co-owner of three fine-dining
restaurants in metropolitan Washington , Sam & Harry’s, Washington D.C. , Sam
& Harry’s, Tysons Corner and The Caucus Room. I am testifying here today on be-
half of the National Restaurant Association, which is the leading business associa-
tion for the restaurant industry. Together with the National Restaurant Association
Educational Foundation, the Association’s mission is to represent, educate, and pro-
mote a rapidly growing industry that is comprised of 870,000 restaurant and
foodservice outlets employing 11.7 million people around the country. Consumers
spend nearly $1.2 billion a day in the nation’s restaurants. Every one dollar spent
in a restaurant creates an additional $2.13 in sales for other industries throughout
the economy. As a member of the Board of Directors of the Association, I am proud
to say that our nation’s restaurant industry is the cornerstone of the economy, ca-
reers and community involvement.

Restaurants are a vital component of the travel and tourism industry. That is why
I am so pleased to be here participating in this important discussion today. It will
probably not be a surprise for many of you in the room to hear that restaurateurs
depend heavily on tourism business. Nor will it be a surprise to learn that more
than two-thirds of tableservice restaurants view tourists as an important component
to their business. And here’s why: About 40 percent of revenues at tableservice res-
taurants with higher check averages come from tourists. Spending by travelers ac-
counts for roughly 15 to 30 percent of revenue at tableservice restaurants with aver-
age check sizes of less than $25. These figures give you some idea of the symbiotic
relationship between restaurants and tourists. They also demonstrate why the
events of September 11, and the current state of affairs have such a devastating
blow to the restaurant industry—as they do for so many of the groups represented
in this room.

The economic repercussions of September 11 were great. As people holed up,
glued to the television, the travel and tourism industry virtually came to a halt. In
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September 2001, 38,000 restaurant jobs were eliminated. The following month, Oc-
tober 2001, that number rose to 57,000 jobs. As of March 2003, restaurant employ-
ment is down 244,000 jobs since 2001. The hardest hit restaurant sector was fine
dining establishments and tourist dependent restaurants, especially those in the
Northeast. The top 100 travel destinations experienced the greatest total loss of
tourism revenue—4 out of the top 5 spots are all located in the Northeast. The Na-
tional Restaurant Association worked hard to help the industry persevere through
this difficult time. Through a major multi-million dollar public relations campaign,
we encouraged people to ‘‘turn the tables’’ and reminded them how vital the nation’s
restaurants were to economic security. Innovative and entrepreneurial restaurateurs
sought new ways to drive business and remind consumers of how dining out could
invigorate spirits and the economy. The restaurant industry is incredibly resilient
and with the help of our Cornerstone Initiative Public Relations Campaign, the in-
genuity of the restaurant industry and the American people, the industry re-
bounded.

Today, this very same industry faces yet another wave of challenges. The uncer-
tainty of the nation’s economy, the war in Iraq, heightened concerns about possible
terrorist threats on U.S. soil, and international health threats, all have slowed or
reversed any recovery that was occurring in the travel and tourism industry. As a
result, individuals and businesses continue to cut back on discretionary spending,
including dining out and other travel-related activities. In addition to sending a tre-
mendous shock to our economy, the events of September 11, and the conflict over-
seas also caused the nation to focus on a relatively new entity: homeland security.
The nation’s restaurants have long been committed to food safety, and have been
leading efforts to ensure that employees are trained and certified in safe food han-
dling practices. Since September 11, the nation’s restaurants have been operating
with a heightened sense of awareness and vigilance on food security issues. We are
working closely with the Administration on this important issue—particularly as
they implement the regulations on the recently passed bioterrorism legislation.
From ensuring that food inside our borders is secure, we are also working to ensure
that imported items that consumers have come to know, love, and expect on their
favorite menu—remain on the menu.

These changes will go a long way in helping to restore confidence among the
American people, and will be tremendously helpful in encouraging normalcy and in-
vigorating travel in this country. Other opportunities that will help restore travel
both inside and to the United States are equally important: The National Res-
taurant Association urges Congress to increase the business meal and entertain-
ment tax deduction and restore the spousal travel tax deduction. Now more than
ever, this would provide an immediate incentive for small businesses and corpora-
tions to authorize their personnel to start traveling again. The reduction of the busi-
ness meal and entertainment tax deduction from 100 percent to 50 percent and the
elimination of the spousal travel tax deduction negatively affected the restaurant
and entertainment industries and the business customers they serve even before
September 11, particularly harming small businesses. We also request Congress’
support in urging the President to create the Presidential Advisory Council on Trav-
el and Tourism. The Council would advise the President on national tourism policies
and would help ensure that travel and tourism receives a more sustained and vig-
orous policy focus at the federal level. It would also help coordinate the activities
of the Administration and the many departments and agencies that impact travel
and tourism. And finally, The National Restaurant Association applauds Congress,
Senator Ted Stevens in particular, and the President for appropriating $50 million
to the Department of Commerce in fiscal year 2003 for the creation of a comprehen-
sive United States destination marketing campaign. With the continuing decline in
international arrivals, the balance of trade surplus generated by travel and tourism
has plummeted from $26 billion in 1996 to $8.6 billion in 2001. While these funds
are an important first step in promoting the United States as an attractive destina-
tion, the National Restaurant Association hopes that Congress will consider a longer
term authorization to capture these travelers that our economy desperately needs.

Mr. Chairman and members of the Committee, I thank you for this opportunity
to appear before you today, and I thank you for your interest in the travel and tour-
ism industry.

Mr. STEARNS. I thank the gentleman.
Mr. Ruden.

STATEMENT OF PAUL M. RUDEN

Mr. RUDEN. Thank you very much, Mr. Chairman.
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I am not going to consume the committee’s time repeating the
horror stories that others have told, except to say that the travel
agent industry, as most of you probably know, is mostly small busi-
ness, down to the tiniest businesses of just one or two people. Even
the big brand names that people are accustomed to hearing about
are usually manifested in the marketplace through very small en-
terprises that are independently owned.

Suffice it to say in statistics, the air component alone of what
travel agencies sell, and they still sell most of the air that is sold
in this country, between the year 2000 and the year 2002, sales de-
clined $20 billion. That is just one segment of what they sell.

If you want further dimensions of the horror story, I would refer
the committee to the National Commission to Insure Consumer In-
formation and Choice in the Airline Industry report, which issued
last November, which summarizes the impact of the economy and
airline practices and other factors that have devastated many,
many small businesses in the travel agency sector of the economy.

It is also true and needs to be understood that every horror story
you hear from the airlines about how much money they are losing
and the hotels and all of the stories they tell are correct. Most of
that damage, that loss also flows down to travel agencies who are
responsible for selling most of the business that goes into those air-
plane seats and much of the business that goes into those hotel
rooms and even down to the restaurant level.

The public has been devastated by the four things you heard
about: the economy, SARS, the war, terrorism. And the effects con-
tinue. People are buying later, making it very difficult for anyone
in our industry to plan anything because consumers are holding
back their commitments to the very last minute in many, many
cases, and they’re traveling a lot closer to home than they used to
and spending less.

The uncertainty and fear run throughout the economy and run
very deeply. When it is all said and done, there is not going to be
any bailouts for our part of the industry. We are doing everything
we can, however, independently to stimulate travel, and I think
that ultimately, while we share all of these recommendations in
common with everyone in this panel, and I have got another one
to talk about in a minute; all of those things are good things to do,
but at the end of the day we have to conquer SARS. We have to
get confidence back that way in order for people not to be afraid.

We have done advertising programs. We put together a public
service announcement with Jim Lovell, the commander of Apollo
13, who if anyone knows about trouble traveling, he does, and that
public service announcement was seen by over 100 million people
so far, and the radio exposure is probably another 100-plus million
people.

We have got an ad campaign in USA Today every Friday after-
noon featuring cruises and tours, encouraging people to travel, run-
ning contests.

There is a real interesting story of a travel agency just up the
road outside Philadelphia that is holding a museum like exposition
of travel photographs in its agency and inviting the public in to
come in and see these local photographers, who are not national
brand names, but who take pretty good pictures. They are having
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contests. Suppliers will be present to talk to the people who are in-
terested and so forth. Everybody is doing everything they can at a
local level, which is where all of these travel agencies are best
known, to try to stimulate interest in travel.

We are working with Sandals Resorts. Once again, that company
has come forward with a $2 million program of free travel opportu-
nities to their resorts for people, men and women in the Service.

All of these things are being done around the country. We will
continue to do them as long as the resources exist to do it.

Our view, I think, is that the thing that is hurting us that is an
example of how we hurt ourselves, is that our government some-
times takes actions in the name of security which always has to be
first, I suppose, without apparent regard for the impact on the
travel and tourism sector, and the alerts that have no apparent
reason, none that is given anyway, have frightened people away
from traveling. You can see it in what happens in the immediate
aftermath of these announcements, and then the alerts are taken
down with no apparently explanation of why things have changed.

I am not suggesting the government has to reveal its security in-
formation. What we are suggesting is that the Department of
Homeland Security should have an office that acts as a filter, at
least an opportunity to comment on the impact on the travel and
tourism business of new regulations and new pronouncements that
the department is considering making before those things are made
so that if a decision is made that we have to harm tourism again,
at least it is made knowingly and not inadvertently.

With that I thank the committee for the opportunity to speak
today and ask that my full statement, which has a great deal more
information in it, be admitted to the record.

Thank you.
[The prepared statement of Paul M. Ruden follows:]

PREPARED STATEMENT OF PAUL M. RUDEN, SENIOR VICE PRESIDENTL LEGAL &
INDUSTRY AFFAIRS, AMERICAN SOCIETY OF TRAVEL AGENTS, INC.

The American Society of Travel Agents (‘‘ASTA’’) offers this testimony on the Sub-
committee’s deliberations on the state of travel and tourism in the United States.
We will offer some background and some thoughts about what travel agencies can
and are doing to stimulate travel in the near term future. ASTA much appreciates
the opportunity to present its views, and remains at the Subcommittee’s disposal
to assist in any way it can on these subjects that are so vital to the national econ-
omy.

It is a fair statement, and no surprise in light of the ubiquitous news reports, that
the condition of the travel industry overall is dismal. Prior to the SARS outbreak,
there were some bright spots, and one or two may yet remain, but in general, for
most industry participants, and in most sectors, the picture is bleak.

There are four factors involved: (1) the economy is unhealthy, resulting in im-
paired consumer confidence and a reduced willingness to spend money on leisure
and many business travel pursuits; (2) the terrorist attacks of September 11, 2001,
and the government’s response to them have left long-lasting marks on the national
state of mind, (3) the war in Iraq has created additional uncertainty and fear in
the mindset of the traveling public in all sectors, and (4) finally, but by no means
least, the outbreak and spread of the Severe Acute Respiratory Syndrome (SARS)
has resulted in anti-travel measures that are unprecedented in modern times. In
order to induce people to travel, most sectors of the industry have reduced prices,
with the result that such revenue as there is does not cover costs. As a result, firms
are exiting in all sectors.

Each of these considerations would, by itself, have been enough to severely impact
travel practices, but all four together have been simply overwhelming. The effects
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of all four are still active and in the case of the economy and SARS may be wors-
ening.

The dollar volume of air sales by travel agencies, who considering traditional and
on-line agencies together, still account for a significant majority of sales, is in serial
decline. The chart attached to this testimony shows the details. For present pur-
poses it is enough to observe that agency sales of air travel have declined from al-
most $77 billion in 2000 to $57 billion in 2002. First quarter results indicate that
the free fall is continuing. If we don’t get some good news about SARS soon, the
decline can be expected to deepen materially. It took about 18 months for air travel
to recover from the effects of the first Gulf War and the 1991 recession, so recovery
this time could be considerably longer.

The news on other fronts is similar. The National Tour Association, for example,
had seven member companies fail in 2002, with similar expectations for this year.
You will hear directly from the hotel and other sectors about the revenue problems
they face.

The cruise industry, uniquely, reports steadily increasing embarkations from
North America, but at significantly diminished yields. One of the successful initia-
tives was to reposition ships at new homeports within driving distance of major pop-
ulation centers, thereby making cruising possible without the need for air travel.
New ship introductions are planned for 2003, as the cruise industry has successfully
made the point that cruising is safe, affordable and available.

Those actions are consistent with the changed travel patterns of American con-
sumers in the aftermath of the forces described earlier. In all sectors we are seeing
travelers booking much later than before and traveling closer to home. ASTA’s semi-
annual surveys of traveler ‘‘hot spots’’ continue to show Orlando, Las Vegas, New
York City as the three most popular domestic destinations booked by travel agen-
cies. There appears to be a decided movement in favor of Mexico and Caribbean des-
tinations for travelers on international vacations, though London, Paris and Rome
occupy three of the top four international destinations identified by travel agents
and two of the top five spots selected by consumer visitors to our web site.

So, with the notable exception of the cruise lines, the overall industry picture is
very disturbing. Some major airlines are in or on the verge of bankruptcy. Services
have been curtailed and tens of thousands of workers have lost their jobs. Travel
agencies are affected in exactly the same manner by the same causes that have de-
pressed the airlines and other tourism institutions, because travel agencies, tradi-
tional and online, account for most of the airlines business and for substantially all
of the tour business. One bright light for us was the action of the House and Senate
small business committees and the Small Business Administration (SBA) in the
wake of September 11 to expand nationwide the SBA Economic Injury Disaster
Loan program. That action saved the businesses of at least 500 agencies, who are
now in repayment, with interest, on those loans.

That said, our part of the industry is not standing still and taking it. Since imme-
diately after the September 11 attacks, we have been using every resource at our
and anyone else’s disposal to try to stimulate travel to safe destinations. Travel
agencies as a group are very small businesses and typically lack the capital that
larger tourism enterprises often possess. Nonetheless, they are long on creativity,
and they have been busy, working through ASTA and on their own.

In March of last year a working group of travel agent organizations and airlines,
in a program managed by ASTA on behalf of the Airlines Reporting Corporation,
launched the Flight Plan for America campaign, a nationwide public interest pro-
gram designed to reassure the traveling public about the commitment made to im-
prove air travel security and convenience. Representatives of the Association of Re-
tail Travel Agents, Southwest Airlines and Delta Air Lines, worked together to edu-
cate the public about travel in the new security environment, to encourage Ameri-
cans to travel, and to promote the use of professional travel resources. United Air-
lines provided important assistance as well.

The centerpiece of Flight Plan for America was a public service announcement
(PSA) featuring Captain Jim Lovell, Commander of Apollo 13, helping travelers un-
derstand what had been done to ensure their safety, what they could expect and
what they could do to make their trips comfortable. A speakers bureau of travel in-
dustry leaders was made available to address travel industry topics in the news
from the informed perspective of industry professionals. A Web site was created for
travel professionals to help those in the travel industry use their expertise to edu-
cate their clients and the general public. Finally, a brochure was produced, entitled
Tips for Today’s Air Traveler, for travel professionals to distribute to their clients,
with tips on what to pack and how to navigate the airport.

Our latest information shows that the Flight Plan PSA has been seen by about
100 million Americans and the radio exposure exceeds another 100 million persons.
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Travel agents have united with other industry groups to promote National Tour-
ism Week, and the SeeAmerica Program which starts next week. Agents have access
to promotional materials on ASTA’s web site and are encouraged to plan programs
with others in their communities, including hotels, restaurants, and the local con-
vention and visitors bureau to promote travel.

In addition, agents are independently planning events to help generate interest
in travel and tourism. For example, one travel agency outside of Philadelphia is
teaming up with a group of local photographers. Over a 3-week period travel-related
photographs will be displayed at the agent’s office. The agency will prepare a com-
pendium on the artists and offer some door prizes. The public is invited to view the
display which the agency is promoting through local advertising. Travel suppliers
(cruise lines and tour operators) will be present to explain products and promote
destinations. The beneficiary of the project is a local historic association—partici-
pants in the drawings get extra chances if they join the association.

ASTA is evaluating the feasibility of using this concept in a national promotion
or contest to help agencies share their promotional ideas with each other, with
hoped for multiplier effects in stimulating travel from communities around the coun-
try.

This summer, ASTA will be encouraging consumers to plan family reunions in do-
mestic and international locations through a media campaign that includes video
and audio news releases to consumer media. The program will suggest that families
travel to interesting destinations for the best reunions.

ASTA’s national advertising campaign in USA Today continues to promote cruise,
vacation and travel opportunities. It has reached many millions of consumers during
its two-year life. The latest development is that ASTA and Sandals and Beaches Re-
sorts are teaming up in USA Today advertisements which encourage consumer trav-
el by offering an unusual incentive: complimentary vacations for service men and
women. Sandals, through travel agents, is giving away vacations valued at $1 mil-
lion to those who are serving in the armed forces. If consumers book a 6-day vaca-
tion, the travel agent will be allowed to sponsor a 4-day, 3-night vacation for two
among the military personnel in their community. Sandals will directly contribute
another $1 million to service families for travel.

ASTA has continued to make the latest public relations and advertising tools
available to travel agent members on ASTA’s website, www.astanet.com. At no
charge, ASTA member agents can download press releases, as well as black and
white and color ads which encourage travel. The website now includes a Selling
Center in which suppliers share with agencies the keys to selling effectively the par-
ticular products and promotions that are needed in these difficult times.

In closing, I want to return to the issue of government response to terrorism.
Clearly the government must do everything reasonably in its power to assure the
safety of the public and of travelers. To that end a new Department of Homeland
Security has been created. We have worked in support of the National Tour Associa-
tion and other industry organizations to urge the creation within DHS of an office
to provide review and comment on the potential for serious travel disruptions aris-
ing from pending DHS rules and regulations. We believe it is vital to the recovery
effort that, prior to the adoption of new rules, a full assessment of their effect on
travel be made. In the end, of course, security considerations will prevail, but we
want to be sure we don’t create a system so sterile that no one is willing to use
it.

Travel Agency Sales of Air Transportation
(In Billions of Dollars)

2000 2001 %
Change 2002 %

Change
Mar-03

YTD
Prior Mar.
% Change

Domestic Air Fares ...................................... 51 42 -19 35 -16 9 -7
International Air Fares ................................. 25 22 -13 22 1 5 -14
Total Air Fares ............................................. 76 64 -17 57 -10 14 -10

Mr. STEARNS. By unanimous consent, so ordered.
And, Mr. Walker, you are last but not least, and we welcome you.

STATEMENT OF MATTHEW S. WALKER

Mr. WALKER. Thank you, Mr. Chairman.
Mr. STEARNS. Move this over here.
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Mr. WALKER. And thank you, Ranking Member Schakowsky, and
members of the subcommittee.

My name is Matthew Walker. I am a General Vice President of
the Hotel Employees and Restaurant Employees International
Union, and I also ask if I might submit my full statement for the
record.

Mr. STEARNS. By unanimous consent, so ordered, surely.
Mr. WALKER. We represent more than 265,000 members in the

travel and tourism industry. The past 18 months have brought un-
precedented hardship to this sector. Industry leaders have come to
refer to the convergence of factors as a perfect storm In the wake
of September 11, we saw at least one third of our international
union’s membership laid off and many thousands more forced to
work drastically reduced hours, and while we had begun to see
some signs of slow recovery, including healthier employment levels,
that improvement has come to an end in the past few months.

At present we would estimate that more than 10 percent of our
membership is out of work, with many more working reduced
hours.

Moreover, layoffs in several markets appear to be intensifying.
The reasons are well known. Operating profits in the hotel sector
for 2003 are projected to come in slightly below the already discour-
aging performance in 2002. The only reason the downturn in profit-
ability is not more severe is that the industry is engaged in unprec-
edented cost cutting.

Our union’s information from markets such as Boston, New York,
Washington, DC, San Francisco, Los Angeles, Chicago, and Hono-
lulu is that more than 10 percent of our members are laid off with
no short-term prospect of recall. Again, thousands more are work-
ing on greatly reduced hours, and as a consequence in some cases
are no longer qualifying for medical coverage.

Let me also mention by way of sobering example what has hap-
pened this morning in Toronto as a consequence of the SARS out-
break there. Downtown hotels are 30 percent occupied on average.
Typical this type of year they’re running at 70 percent occupancy
rates.

About one third of our unions’ hotel work force has been laid off
and many more are working short schedules. If the same crisis,
heaven forbid, were to befall any number of major U.S. cities where
tourism is the top or second ranking source of employment, the
consequences would be equally horrific.

The decline in travel and tourism is a critical national problem.
The hospitality industry is the largest employer of welfare to work
program participants, the largest employer of single parents, the
largest employer of new immigrants. This has driven the economic
recovery of American cities over the last decade.

Our union supports the calls from industry leaders for a stimulus
to get people traveling again, and we certainly applaud the appro-
priation of the $50 million for marketing the U.S. as a destination
of choice for international travelers.

We join with those industry representatives who call for the res-
toration of the business meal and entertainment tax deduction, and
we would also agree with the idea of restoring the spousal travel
deduction.
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We would point out, by the way, that these two measures taken
together would cost less than 5 percent of the President’s proposed
tax cut, but at the same time, the industry’s workers need help.
These workers are one paycheck away from having hungry chil-
dren, and two paychecks away from homelessness.

And most importantly, laid off hotel workers simply cannot af-
ford health insurance. Medicaid is not positioned to absorb the bur-
den, and given the dire physical condition of the States, there are
no remaining viable alternative sources of coverage.

Therefore, the most important thing in our view that Congress
and the administration could do for these workers is to provide
Federal payment of COBRA health care continuation costs for a de-
fined period, and we would suggest 12 months.

We also support extending and improving on the Federal unem-
ployment assistance program so that more workers are covered and
that those benefits do not start to expire next month.

And finally, we would support a temporary holiday from payroll
taxes for employers and employees in this industry.

The Federal response to the travel and tourism industry’s crisis
post September 11 was woefully inadequate. Nothing was done
about health care for the hundreds of thousands of displaced work-
ers. As a result, huge numbers of newly unemployed were dumped
into the already precarious public health system.

The temporarily extended unemployment compensation program
established in March of last year offered only 13 weeks of extended
benefits for the vast majority of workers, and it will start to expire
next month at a time when the need will be as urgent as ever.

We told the poor in America to go to work, and they did in sig-
nificant numbers. The hospitality industry is an industry of the
working poor. Now their jobs are disappearing and so is their safe-
ty net.

Our message has to be that if you work hard and you play by
the rules your family will be secure. Right now the message ap-
pears to be if your industry is suffering, you will suffer just as
much, if not more so.

Thank you very much for the chance to testify.
[The prepared statement of Matthew S. Walker follows:]

PREPARED STATEMENT OF MATTHEW S. WALKER, GENERAL VICE-PRESIDENT, HOTEL
EMPLOYEES & RESTAURANT EMPLOYEES INTERNATIONAL UNION

Thank you, Mr. Chairman, Ranking Member Schakowsky and members of the
Subcommittee. My name is Matthew Walker and I am a General Vice President of
the Hotel Employees and Restaurant Employees International Union. We represent
more than 265,000 workers in various parts of the travel and tourism industry. The
past 18 months have brought unprecedented hardship to this sector. Industry lead-
ers have come to refer to the convergence of factors as a ‘‘Perfect Storm.’’ In the
wake of September 11, we saw at least one third of our International Union’s mem-
bership laid off and many thousands more forced to work drastically reduced hours.
While we had begun to see some signs of slow recovery, including healthier employ-
ment levels, the past few months have brought such improvement to an end. At
present we would estimate that more than 10% of our membership is out of work
with many more working a much shortened work week. Moreover, layoffs in several
markets appear to be intensifying.

The reasons are well known. The overall state of the US economy, the war in
Iraq, the fear of subsequent terrorist attacks and finally the alarm concerning SARS
has slowed travel dramatically. Business travel, which is among the most lucrative
for the hotel industry, is markedly down as is spending on banquets and food and
beverage generally. As a consequence, operating profits in the hotel sector for 2003
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are projected to come in slightly below the already discouraging performance in
2002. The only reason the downturn in profitability is not more severe is that the
industry has been engaged in unprecedented cost cutting.

For example, Interstate Hotels the nation’s largest independent hotel manage-
ment company announced this month that it has eliminated 15% of its 38,500 jobs
in response to the industry-wide downturn. Our Union’s information from markets
such as Boston, New York, Washington, DC, San Francisco, Los Angeles, and Hono-
lulu is that more than 10% of our members are laid off with no short term prospect
of recall. Again, thousands more are working substantially reduced hours.

Let me also mention by way of sobering example what has happened this month
in Toronto as a consequence of the SARS outbreak there. Downtown hotels are 30%
occupied on average when typically they are 70% full this time of year. About one
third of our Union’s hotel workforce has been laid off with many more working short
schedules. If the same crisis, heaven forbid, were to befall any number of major US
cities where tourism is the top or second ranking source of employment, the con-
sequences would be equally horrific.

The decline in travel and tourism is a critical national problem. The hospitality
industry is the largest employer of welfare-to-work program participants—the larg-
est employer of single parents—the largest employer of immigrants. According to
the National League of Cities, the hospitality industry is cited by city leaders more
than any other industry as critical to the economic development and well-being of
their city.

Our Union supports the calls from industry leaders for stimulus to get people
traveling again and certainly applauds the passage of the $50 million marketing
package to position the US as a destination of choice for international travelers.

We join with those industry representatives who call for the restoration of the
business meal and entertainment tax deduction. We would also agree with the idea
of restoring the spousal travel deduction. We would point out that these two meas-
ures taken together would cost less than 5% of the President’s proposed tax cut
plan.

But at the same time, the industry’s workers need help. These workers are one
paycheck away from having hungry children and two paychecks from being home-
less.

Most importantly, laid off hotel workers simply cannot afford to continue their
health care coverage. Medicaid is not positioned to absorb this burden and, given
the dire fiscal condition of the states, there are no remaining viable sources of cov-
erage.

Therefore, the most important thing Congress and the Administration can do for
these workers is to provide Federal payment of COBRA health care continuation
costs for a defined period of time—we suggest 12 months.

The COBRA system is an existing, simple, efficient, well-defined, private-sector
mechanism to accomplish Federal payment to health plans—both corporate and
Union plans—which agree to cover laid off workers for a defined period of time. It
does not require any new entitlement or bureaucracy. When the defined period of
time is over, the program simply ends.

We also support extending and improving on the Federal unemployment assist-
ance program so that more workers are eligible for federal benefits and those bene-
fits do not start to expire next month.

Finally, we would support a temporary holiday from payroll taxes for employers
and employees in this hard hit industry. If such a holiday were implemented, we
would include two caveats. Such relief should be accompanied by a substitute appro-
priation so as not to further jeopardize the already vulnerable Social Security Trust
Funds. Also, such a holiday does not address the dire needs of the already unem-
ployed and should not be seen as a substitute for measures aimed at helping those
currently out of work.

The federal response to this industry’s crisis post September 11 was woefully in-
adequate. Nothing was done about health care for the hundreds of thousands of dis-
placed workers. As a result, huge numbers of newly unemployed were dumped onto
the already precarious public health system. The Temporary Extended Unemploy-
ment Compensation (TEUC) program established in March of last year offered only
13 weeks of extended benefits for the vast majority of workers and it will start to
expire next month at a time when the need will be as urgent as ever.

We told the poor in America to go to work and they did in significant numbers.
The hospitality industry is an industry of the working poor. Now their jobs are dis-
appearing and so is their safety net. Our message has to be that if you work hard
and play by the rules, your family will be secure. The message that travel and tour-
ism workers are getting at the moment is: ‘‘If your industry is hurting, so are
you . . . only moreso.’’
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Thank you very much for the opportunity to testify before you this afternoon.

Mr. STEARNS. I thank you, Mr. Walker, and I think to all the
folks who testified, it would probably be appropriate for them to
know that Chairman Alan Greenspan is testifying in the Financial
Services Committee today, talking about the economy. He perhaps
should have been listening to you this afternoon. He would have
had an even better and clearer picture of where the status is of this
important industry.

I think what I hear from all of you is that this letter that I’ve
written to Secretary Evans asking for a Presidential Advisory
Council on Travel and Tourism, that you agree, particularly in
light of the fact that the United States was the No. 1 tourist attrac-
tion and now follows behind Spain and France.

I think when I try to hear some of this bad news obviously that
you folks are talking about, what is the one thing as a legislator
we, my colleagues and I, could do? And going back to my opening
statement, this international tourism provides so much more than
the commercial. We want to spur on the tourism in America for
people to go within the United States, but we would like to attract
a lot of the international tourism because that provides much more,
bigger impact for the buck.

And so the idea of this $50 million being made permanent as
part of the budget to help advertise the United States, and as I
pointed out Spain is spending $150 million, and they have 5 per-
cent of our GDP. So certainly the United States certainly could
spend $50 million to see how effective it would be.

But Mr. Walker has talked about this perfect storm, the 9/11, the
economy being weak even before that, the terrorist threat that con-
tinues, the war with Iraq, homeland security, and all of the bothers
that a lot of people perceive going to the airport. Mr. May knows
from the number of airlines both for transportation as well as com-
mercial includes all of the major airlines, American West, Amer-
ican Airlines, Delta, U.S. Air, Emory Freight. Even I guess you
have some associate members from Canada and Mexico, Royal
Dutch Airline.

So the problem with the airports and waiting in line, the idea of
homeland security, and then last, of course, to have SARS coming
up, this has almost created the perfect storm.

So now what can we as legislators and what can you as industry
leaders do? And I would say that the concentration should be on
that international tourism and bringing the people here to say, one,
it is not going to be a hassle in the airport because we are going
to have iris scans. We are going to have fingerprints. We are going
to have anything to expedite. So the homeland security should ex-
pedite the whole process of getting people through the airlines
quickly, and we have the technology to do it.

Two, we have got to provide safety to the international travelers
that come here that there is not a threat from SARS, there is not
a threat from the terrorist attack, and that all can be gotten now
through this $50 million that we do through the Presidential Advi-
sory Council on Travel and Tourism.

So there are lots of things we could do, I think, to attract more
international tourists. Our immigration policy has perhaps damp-
ened a little bit of people coming in here because it is a little bit
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of a hassle and all of the extra interrogation and things that go
with it.

So this international tourism, it seems to me, is an indispensable
action or condition that perhaps would jump start this more quick-
ly than anything else. So my question to you is: you’re a policy-
maker. What one thing, and I will just go from my right to left;
what one thing would you do if you could advise the Advisory
Council or you had the power and you were President?

Because, frankly, what we do in this travel and tourism industry
affects the economy dramatically, and the fact that we had a $26
billion surplus when we had almost a $450 billion deficit in trade,
to see this when we were the No. 1 and see now this surplus go
down to $8.6 billion in the year 2001, it is so positive; it is so clean;
it is so powerful on input that I think the President should realize
that with not a lot of work we can jump start this and the inter-
national travel.

So I guess I am asking for each of you to give the one thing you
as President think we could be doing to help your industry.

Mr. LUNDBERG. Well, from the standpoint of the U.S. Chamber,
Mr. Chairman, not to diminish the importance of the $50 million
appropriations to the Department of Commerce and the importance
of——

Mr. STEARNS. No, I need your candid opinion, you know, what-
ever subject or whatever way you think.

Mr. LUNDBERG. The No. 1 item that I perhaps would focus on is
given the disparity of the travel and tourism industry as a whole,
it covers, as you can see, just from the representation at this table
such a broad diversity of sectors within the travel and tourism in-
dustry. I think the establishment of the Presidential Advisory
Council is key to bringing together all of the various agencies that
have some piece and some impact on travel and tourism and bring
it together under one entity to vet issues, to vet policy, nd then to
be able to go forward and implement that policy in a unified way
from the standpoint of the administration.

Mr. STEARNS. Mr. May.
Mr. MAY. Mr. Chairman, I think that certainly within the con-

text of this overall economy we have to do whatever we can to
strengthen the economy because that is going to add a lot to travel
and, therefore, the domino effect that people have been talking
about.

I think we have to also as a part of that help people understand
it has never been safer to fly, that our security measures are better
today than they ever have been. We have to increase and take
measures to increase consumer confidence.

And finally, I would suggest, if I can be permitted a parochial
moment, that we need to promote international travel on U.S. flag
carriers.

Mr. STEARNS. I thank the gentleman.
Mr. Edwards.
Mr. EDWARDS. Thank you.
Briefly I would suggest obviously the economy needs a jump

start. There is no question that that has to be moved on on a uni-
lateral basis, legislative and private sector.
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No. 2, I would have to endorse a team approach. I do not mean
to sound like, you know, the NBA here, but a team approach, legis-
lative, private sector, everyone.

This Presidential Advisory Council on Travel and Tourism is es-
tablished. It is there. It is functional. It is a universal entity, and
I think your $50 million and other expenditures maybe in the fu-
ture toward image making to bring the people to this country
would be a primary step and using this as your vehicle would
eliminate a lot of the ambiguities of all of the different pieces that
are moving parts and moving targets.

I think this would be the entity to use. I would pursue it very
strongly and make sure you have the top CEOs that are involved
in the industry as part of the left hand as advisors here to give di-
rection.

Mr. STEARNS. Mr. Robinson.
Mr. ROBINSON. Yes, thank you.
I think I would like to comment on this $50 million. We appre-

ciate that that expenditure has been allocated. It is terribly impor-
tant, I believe, since this is an experimental phase this first year
that it is used wisely and that we focus carefully on what it might
be used for.

And I agree entirely with you on the proposal to focus on inter-
national travel. However, historically it has been very interesting
because the majority of visitors who come to this country that real-
ly return and spend larger dollars come from certain countries, and
they are Great Britain, Mexico, Canada and Japan. And I think it
is important if we can focus on a few countries and not try to, you
know, cover the world, so to speak; that it will be a lot more effec-
tive in what we are able to bring to fruition.

Thank you.
Mr. STEARNS. That is a good idea, to focus down on where experi-

ence-wise has shown us to be where the best source of money.
Mr. ROBINSON. That is correct.
Mr. STEARNS. Yes. Mr. Sternberg.
Mr. STERNBERG. Well, Mr. Chairman, as I always tell my man-

agers, action is always better than inaction. So now that we have
appropriated this $50 million, let’s do something with it.

And I think the first step in that is establishing the Presidential
Advisory Council so that the money can be well spent and used
wisely, but having appropriated it is the first step. Using it is the
second.

Mr. RUDEN. Mr. Chairman, I do not think I can help much on
the $50 million because I think most of that, if not all of it, is going
to be spent overseas, and that money will at best indirectly assist
the travel agency sector of the economy.

But I do think that, to go back to the point that I made at the
end of my earlier testimony, it is most important here that we not
do unto ourselves that which we are trying to stop coming from
other places, and I do not think we have established an appropriate
mechanism yet for fully evaluating all of the consequences of all
the things that are proposed to be done about security and other
related issues.

Security will always be first. No one is suggesting otherwise. But
I think the government, whether it is at the Presidential level or,
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in our view, probably closer to the ground, it should be at the De-
partment of Homeland Security. This industry has got to work in
a unified way with the government to take account of the con-
sequences of some of these actions that the government takes.

And as a passing thought, I would also say to my colleagues here
at this table and anyone else who might listen in the future this
industry is divided because of internal conflicts within it, and as
long as we remain divided and not talking to each other about
these things, having government places to go and talk is not going
to solve the problem. We have to get over the fractionalization and
fragmentation within our own house in order to truly solve these
problems.

Thank you.
Mr. WALKER. Thank you.
We certainly support the appropriation of funds for interim pro-

moting the United States as a destination of choice. I think there
is no question that increased international travel will help to cata-
lyze the recovery, as would some of the other restorations of tax de-
ductions that we talked about.

However, there is a crisis that befalls the workers in this indus-
try, in particular, and the crisis that the travel and tourism sector
is experiencing has been recognized by this subcommittee. I think
I would reiterate that most importantly we need to figure out some
way to have at least a short term measure for continuing health
care benefits for the workers in this industry.

The COBRA is an existing, simple, efficient, and well defined pri-
vate sector mechanism for both corporate and union pension funds
that agree to continue coverage. There could be an opportunity
here for Federal coverage of those COBRA payments without any
new entitlements or bureaucracy, and after a 12 month period, it
would simply cease.

And so I would ask the subcommittee consider this.
Mr. STEARNS. I think my time has obviously expired.
The Ranking Member for questions.
Ms. SCHAKOWSKY. Thank you, Mr. Chairman.
And I thank each and every one of you for excellent testimony

and agree with many of the proposals that have been laid out.
I hope you’ll forgive me by just noting that the incredible diver-

sity of the industry that you represent may not be best reflected
by this panel and to note that you do represent one industry which
is most diverse, particularly when you’re talking about employees
at the lower level of perhaps any industry and certainly among
consumers, people from all over the globe and almost all Americans
here at home.

And you will perhaps forgive me for this, too, but it seems to me
we can spend $50 million, but when we do things like—oh, I do not
know—rename french fries and engage in name calling, I think we
will have to use some of that kind of money to make up some of
the ground that we inflict on ourselves in some of the things that
we do, and I want to further explore one of the other things that
we do.

But I also wanted to note that while, Mr. Walker, you are here
representing HERE and your union membership, you are also here
supporting the proposals that the entire industry, management and
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everyone, all of the different sectors support. What I am interested
to know from the rest of you is the specific recommendations that
Mr. Walker has mentioned for the workers in this hardest hit sec-
tor, Federal payments of COBRA health benefits, temporary holi-
day from payroll taxes, extension of temporary extended unemploy-
ment compensation; I am wondering if these are proposals that
your organizations and member businesses could support.

If I could hear from each of you. Mr. Lundberg.
Mr. LUNDBERG. Yes, the Chamber has, of course, looked at all of

the specific items mentioned by Mr. Walker, and we do support
closely examining COBRA, and on payroll taxes, I do not think we
have really come down on that issue yet.

We did support the extension of unemployment compensation.
Ms. SCHAKOWSKY. Thank you.
Mr. MAY. ATA as an organization has not taken any formal posi-

tions. However, we did work actively with our union partners as
part of the cost-of-war supplemental to extend unemployment bene-
fits, and where it makes sense to do that in the future, we certainly
would.

Mr. EDWARDS. I can tell you that AH&LA, American Hotel &
Lodging Association, has in the past and do now. We do support
continuing unemployment benefits. As we experienced after 9/11,
we tried to carry it privately ourselves in the case of my company.
In others, we carried it for a number of months because of the sud-
den impact, but you will find that AH&LA will, in fact, continue
to support unemployment benefit extension.

Ms. SCHAKOWSKY. And what about the COBRA?
Mr. EDWARDS. I can probably answer that that we would prob-

ably extend that also and support it.
Mr. ROBINSON. As an association, we do not really establish posi-

tions with respect to those kind of issues. However, we are an in-
dustry that hires a great deal of young people and single people,
and so I think we would want to benefit them in any way that we
could.

Thank you.
Mr. STERNBERG. With an industry of 11.7 million employees, ob-

viously employees are the heart and soul of our industry, and it is
an incredibly diverse work force that we represent. We obviously
enthusiastically support anything that helps those employees.

Mr. RUDEN. Well, in the travel agency business, of course, we
have also laid off an enormous number of workers, most of them
women who are the dominant employees, and I think probably also
the predominant owners in the business, and we have had a lot of
the small businesses simply go out of business because they cannot
make it in the current environment.

So anything that would ease the impact of that we would cer-
tainly support. I cannot really as an association address the
COBRA thing per se, but I think the principle is correct, that if you
just leave those people to suffer the consequences without any fo-
cused attention on the unique circumstances that they face, wheth-
er they are former owners of small businesses or individual em-
ployees who have nothing to fall back on, I think you meet yourself
coming the other way when you try to stimulate the economy. It
is not going to work.
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So those kinds of recommendations need to be very thoroughly
looked at.

Ms. SCHAKOWSKY. Well, in terms of stimulating the economy,
perhaps one of the most important things we could do in terms of
bang for the buck is, in fact, extending unemployment insurance
benefits, for example, which for each dollar generates about $1.73
back into the economy. So I think we could be doing the entire
economy a bit of good when we help out the workers in all of your
industries.

If I could, Mr. Chairman, I had one other area I wanted to pur-
sue briefly.

On April 21, NPR had a story that I kind of live with every day
and you do, too. The Commerce Department reports business and
pleasure travel to the U.S. from abroad has declined 28 percent
over the past 2 years. In part, it is because of the slow inter-
national economy, but another factor and one that concerns the
travel and tourism industry is that it is becoming increasingly dif-
ficult for foreign visitors or for foreigners to visit the United States.

And several of you referred to that, and again, even if we were
to spend $50 million, I spend a lot of my time on the telephone at
very weird hours of the night and early morning calling embassies
all over the globe, trying to help relatives or friends of constituents
of mine, people who are hosting conferences in Chicago who would
like foreign visitors to be able to come, and what I have found is
particularly since September 11, that there has been a real culture
of ‘‘no’’ from these embassies.

And so what I am asking specifically is: would you support
changes to our system that welcomes visitors, that decreases the
time it takes to process a visa, and a culture where those who have
been thoroughly screened are now welcomed into this country? And
is that a priority for your organizations?

Again, just quickly or if you don’t have anything to say about it,
fine, but if you do, I would like to hear it.

Mr. EDWARDS. I guess I will start.
Mr. STEARNS. If you would, please.
Mr. EDWARDS. We had an interesting experience this past fall.

We run a trade show for the 30,000 attendees from over 100 coun-
tries, and I know we spend a good deal of time on the phone trying
to get visas to get not only attendees in, but manufacturers to
bring equipment into the country for that very reason, and it is a
difficult process. It is becoming more difficult, and we could use
some help in that area, but very definitely.

Mr. LUNDBERG. Anybody else?
Mr. RUDEN. I would offer the thought that anything that in-

creases the actual out-of-pocket cost or the psychic cost of traveling
is devastating, especially now when everyone is kind of fragile to
begin with.

And so I travel a lot around the world and in the United States
by various methods. When you encounter the attitude of ‘‘I am here
to block you, to test you,’’ as opposed to the attitude of ‘‘I am here
to facilitate your going through, but first we have some things to
do,’’ those two differences in attitude make a huge difference in the
psychic impact on the traveler.
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And when people feel that they are going to have to run a block-
ade and that there is an attitude of blockage as opposed to facilita-
tion, many people will be turned away from it. They do other
things with their time and other things with their money that will
not be as helpful to the economy.

It is very important for our government, both for Americans trav-
eling internally and leaving the country and those who wish to
come here, to solve that problem.

Ms. SCHAKOWSKY. Thank you.
That is all of my questions. If I could just end with this though,

while all of us, I think, are dedicated to making sure that we pro-
tect the security of our people, there is a balance that needs to be
struck, and it seems to me that that balance has not been achieved
right now, and that we need to work to do that, to maximize the
opportunity of people who just want to enjoy our great country and
all that it has to offer, to be able to come here.

Thank you.
Mr. STEARNS. I thank my colleague.
The gentleman from Ohio, Mr. Strickland.
Mr. STRICKLAND. Thank you, Mr. Chairman, and I apologize that

I have not been here for everyone’s testimony because I have had
some other responsibilities.

But I represent an Appalachian rural area, and most of the small
towns of my district are not considered tourism destinations, but
I understand the value of this industry to our Nation and to our
Nation’s economy, and I understand that my colleague from Illinois
raised this issue a little earlier, but I would just like a chance to
speak to it as well.

I am concerned about how we may be perceived as a nice place
to visit, given some of the reactions that have occurred here in the
Congress, which in my judgment have been, at best, immature.

I a couple of years ago spent some time in Barcelona. Spain is
a great place to visit. I can understand why people would go there.
I have also been to Paris, and Paris is a great city. France has
much to offer.

But this country does as well, and I am wondering if we should
do more to create a friendly face for the person who may choose
to travel here.

I also have had some experience as a Member of Congress inter-
acting with some of our foreign embassies, and if the foreign tourist
has had some of the interactions with the staff and some of our em-
bassies that I have had, then I can understand why there could be
some perceptions that are negative.

But without a doubt, this is an important industry that you rep-
resent, and it is not, I think, a narrow interest that you are trying
to describe today, but it is a problem that is a part of this larger
economy, but a vital part of it, and I think we have to do whatever
we can in a reasonable manner to help you.

And, Mr. Walker, I was really struck by one phrase you used,
that many of your members are one paycheck away from hungry
children and two paychecks away from homelessness. I think what
we are facing is a crisis.

And other than what has already been discussed here by our
good Chairman and others, I guess my only question would be, and
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it would be a final question: is there anything that has not been
pointed out here today or you have not had an opportunity to say
in regard to what you think we can do as a Congress to be helpful
to you, or have you had your say and are you ready to call this to
an end?

[No response.]
Mr. STRICKLAND. Thank you, Mr. Chairman.
Mr. STEARNS. I thank my colleague.
We have four votes. So we are going to close, and I think as a

result of the hearing today, we are going to draft legislation to
make a Presidential Advisory Council of Travel and Tourism sort
of permanent, and I think that is one of the things that has come
out of this hearing.

But I just want to ask Mr. Edwards one question. I note he has
30 years of experience with economic climate in the hotel-travel in-
dustry. Have you ever seen anything this bad or you have seen
worse before?

Mr. EDWARDS. Let’s put it this way. I have had the same ques-
tion from the president of my company. I said I never realized my
job description between snipers, anthrax, wars, and I mean, I can
go through the whole litany, has ever been this way.

And the answer in all honesty is no. My father was with Hilton
in Chicago for his entire life. You have recessions. I do not want
to Osama bin Ladenize the economy. That was the final blow, but
the economy needs a kick start.

I personally have not seen a spiral of this nature, in all honesty,
and a difficulty in managing the ambiguities. If it is coming from
the left, you are getting hit from the right. I mean, it is kind of
perpetual.

And to answer your question, that is a long answer to say no.
I have not personally experienced it.

Mr. STEARNS. I think that is what I sense, and Mr. Walker men-
tioned a perfect storm here, and so I think my colleagues should
be very keenly aware of how important this industry is and any-
thing we could do to help we will do it.

I think this hearing is another step forward. So I want to thank
all of you. I know how valuable your time is, and I want to thank
the participation from my colleagues, and thank you again for com-
ing.

And the hearing is adjourned.
[Whereupon, at 2:41 p.m., the hearing was adjourned.]
[Additional material submitted for the record follows:]

PREPARED STATEMENT OF HON. JON PORTER, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF NEVADA

Thank you Chairman Stearns for giving me this opportunity to submit a state-
ment for the record. Tourism is one, two, and three in every state and I am glad
to see this subcommittee focusing on its importance. We must develop a national
approach, incorporating all 50 states, to promote tourism globally. This is the begin-
ning and not the end of many efforts to come and I am anxious to hear our wit-
nesses’ thoughts and ideas.

Las Vegas is considered one of the most traveled to destinations in the world,
earning its designation as the Entertainment Capital of the world long ago. Las
Vegas has something to offer people of all ages. Everything from world class resort-
casinos, to first class restaurants and shopping, and entertainment which includes
concerts, production shows, and magic acts. Approximately 35 million people visited
Las Vegas in just 2002 alone.
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Despite the slow economy and unprecedented challenges to the tourism industry,
the commercial gaming industry in 2001 continued to be an important contributor
to the U.S. economy, growing nearly 5 percent, providing more than 364,000 jobs
with wages of $11.5 billion and paying $3.6 billion in taxes to state and local gov-
ernments.

The tragic events of September 11th affected nearly every business sector in
America, but they hit those in the hospitality industry particularly hard. We in Ne-
vada have united and come a long way to overcome the devastating effects but we
still have a long way to go. Nevada, the gaming industry’s flagship, suffered the
most of the commercial casino states, recording its first annual revenue decrease
since 1981. Nevada’s commercial casino industry is so vital to the health and
wellbeing of the state’s economy. In 2002, the commercial casino industry grossed
$9.5 billion and paid $688 million in taxes just for the state of Nevada. This tax
revenue helps provide critical support to the state, which include funding schools,
social services, transportation needs, and parks and recreation programs.

Despite popular belief, the commercial casino industry is not the only important
money maker in town for the state’s tax revenue. Las Vegas hosts the lion’s share
of Tradeshow Week’s Top 200 largest conventions and rents more convention space
than any other city in America. In 2001, 4 million convention and trade show dele-
gates traveled to Las Vegas, generating $4.8 billion in non-gaming revenue. Cur-
rently, Las Vegas has more than 7.5 million square feet of convention and meeting
space, including the Las Vegas Convention Center’s 1.3-million-square-foot south
hall expansion. Available convention space will increase significantly upon comple-
tion of Mandalay Bay’s 1.8 million-square-foot conference center, which opened this
year.

Lastly, I would like to discuss the health of the nation’s airline industry. As we
all know, keeping America’s airlines out of bankruptcy is critical to maintaining the
health of the tourism industry. Historically, there has been a strong correlation be-
tween room occupancy and air service, especially to Las Vegas. Of the 35 million
visitors to Las Vegas in 2002, nearly all of them traveled to Las Vegas by air. We
must ensure we are doing everything we can to help the airlines stay out of bank-
ruptcy.

Again, Mr. Chairman, I appreciate this Subcommittee for having hearing and the
opportunity to share my thoughts on this vitally important industry to my state, as
well as the entire country.

PREPARED STATEMENT OF THE TRAVEL INDUSTRY ASSOCIATION OF AMERICA

The Travel Industry Association of America (TIA) appreciates the opportunity to
present this testimony regarding the current state of the U.S. travel and tourism
industry. Chairman Stearns, Ranking Member Schakowsky and members of the
subcommittee, TIA applauds you for holding this important hearing to more closely
examine where the travel industry stands as it strives to recover from terrorist at-
tacks on our nation, a depressed economy and a war in Iraq.

TIA is the national, non-profit organization representing all components of the
$537 billion U.S. travel and tourism industry. TIA’s mission is to represent the
whole of the travel industry to promote and facilitate increased travel to and within
the United States. Our 2,100 member organizations represent every segment of the
industry, and are dedicated to helping grow the U.S. economy and provide jobs and
economic opportunity for individuals and communities all across America.

During the past twenty months, our nation has experienced several historic
events that have had a major impact on the overall economy, and the U.S. travel
industry has been disproportionately affected. In 2002, the U.S. travel industry gen-
erated $537 billion in visitor spending, far below the record $570.5 billion in expend-
itures in 2000. While the travel industry employs nearly 8 million people directly
in the U.S., 387,000 jobs have been lost in the industry since September 11, 2001.
Stated more dramatically—the U.S. travel industry employs 6% of the American
workforce, but 30% of all jobs lost since 9/11 have occurred in the travel industry.

Fear of terrorist attacks, concern about traveling during wartime and a soft econ-
omy have all combined to drag down international travel to the U.S. and domestic
business travel within the U.S. The only bright spot has been domestic leisure trav-
el, which still lags behind record levels in 2000, but has shown some positive growth
(1.7% increase in 2002 over 2001).

Americans are flying less, driving more frequently to their destinations, and are
now waiting until the last minute to book their trips. Americans are less likely to
travel overseas due to terrorism and other concerns. Reduced outbound travel may
help in some small way to boost domestic travel in the U.S., but this will not have
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a major impact since U.S. travel abroad rarely exceeds 5% of total U.S. visitor
spending.

With the short duration of the war in Iraq most economists expect the economy
to gain momentum. Once the situation in Iraq stabilizes, businesses will likely re-
sume spending and hiring, which will boost consumer confidence and economic
growth, as well as consumers’ willingness to spend, including for travel. In fact, on
April 28 the Conference Board reported the single largest gain in consumer con-
fidence in the U.S. since the end of the Gulf War in 1991. In the absence of terrorist
attacks here in the U.S., Americans are likely to be anxious to resume leisure travel
as soon as possible and may even boost their travel significantly because of pent-
up demand.

International travel to the U.S. remains a major concern since declines in visita-
tion from major markets continues to be significant. Over the last decade, the U.S.
share of worldwide travel has declined by 30%. The events of 9/11 have only served
to reinforce this negative trend. Total international arrivals in the U.S. declined 7
percent to 41.9 million in 2002 compared to 2001, according to figures just released
by the Department of Commerce, Office of Travel and Tourism Industries.

To highlight how dramatic the drop in international travel to the U.S. has been,
consider the following figures. Over the last two years, travel to the U.S. from the
United Kingdom has declined by nearly 19%, while Japanese travel has fallen off
28.3%. Our largest market in Latin America, Brazil, has seen a decline of 45% dur-
ing this two-year time period. Total overseas arrivals (excludes Canada and Mexico)
were reduced by 26.4% during this time period. As international travelers typically
take longer trips and spend considerably more per trip than domestic travelers, this
decline has had a dramatic economic impact on many cities and states in the U.S.

We believe that several of the TIA’s top public policy goals would greatly assist
in moving the industry forward and helping to grow both international travel to the
U.S. and domestic travel within the U.S.

PROMOTING INTERNATIONAL TRAVEL TO THE U.S.

TIA and its members are delighted that Congress has recognized the value of in-
vesting in inbound tourism and appropriated $50 million appropriation as part of
the FY 2003 Omnibus Appropriations package for international tourism promotion.
We believe this initiative is an important first step in creating a multi-year sus-
tained and coordinated national campaign to promote the U.S. as the world’s lead-
ing visitor destination. We are grateful to Congress for taking this important action.

Other nations have long recognized the value of promoting themselves throughout
the world under the banner of a single brand. Reaching out to global travelers
through a unified promotional campaign is our industry’s best hope for reversing
this decade-long decline in our nation’s share of worldwide travel. A long-term au-
thorization and appropriation to fund a public-private partnership between industry
and government to carry out this mission remains one of TIA’s top priorities.

In order to achieve real success and increase international visitor levels to the
U.S., we believe such a promotion campaign should target a few select international
markets, be invested in a way that will achieve the highest possible return on in-
vestment and should appropriately utilize a national brand to maximize industry
participation. These principles apply to the initial campaign making use of the $50
million that has already been appropriated and any future campaigns that may be
funded by the federal government, working in partnership with the U.S. travel in-
dustry.

FACILITATING INBOUND INTERNATIONAL TRAVEL: A BALANCED POLICY APPROACH

Unfortunately, the most sophisticated and well-funded promotional campaigns
will be for naught if the U.S. adopts policies and procedures that impede inbound
international travel to the U.S. While TIA and its members have strongly supported
reasonable measures to enhance homeland security, we also believe very strongly
that U.S. government policy must strike a proper balance between national security
and economic security. Additional scrutiny that weeds out those who would seek to
enter to the U.S. to harm this nation is critical, but at the same time the federal
government must proceed with caution and not adopt policies that deter legitimate
international travelers from visiting the U.S. for leisure or business purposes.

Retention of the Visa Waiver Program remains one of the cornerstones of TIA’s
travel facilitation agenda. This program permits visitors from 27 key nations to visit
the U.S. for up to 90 days for business or pleasure without having to obtain a non-
immigrant visitor visa, and encourages inbound travel from key markets in Europe
and Asia. The General Accounting Office issued a report last year that concluded
that elimination of the program would not guarantee greater national security, but
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would surely cost the industry billions in lost revenue and would require the federal
government to spend large sums of money to restaff consulates and embassies in
these 27 Visa Waiver program countries.

A more streamlined visa issuance process is also needed to help facilitate inter-
national travel to the U.S. The number of non-immigrant visa applications world-
wide fell by nearly 20% over the past 12 months, and while a soft world economy
is chiefly to blame, the travel industry is also concerned that long delays in visa
processing and issuance have also served to discourage visitors from trying to obtain
a visa in order to travel to the U.S.

FUNDING FOR SAFE AND EFFICIENT ROADS: FEDERAL HIGHWAY REAUTHORIZATION

Another major priority for TIA and its members in 2003 is support for increased
funding for the federal surface transportation program. Overall funding for highway
improvements is our industry’s number one priority for highway reauthorization.
Approximately 83 percent of all person-trips take place on U.S. roads. This includes
approximately some 70 percent of business person-trips. It is critical for all types
of travel that our nation’s highways, bridges and tunnels be safe and efficient and
that our nation’s surface transportation system be able to handle increasing
amounts of travel. National mobility is essential to ensure continued growth in trav-
el and tourism.

TIA also supports increased funding for several key highway programs, including
the National Scenic Byways Program, Transportation Enhancements and the Fed-
eral Lands Highway Program. We are currently partnering with the Federal High-
way Administration to promote increased travel along our nation’s 20 All-American
Roads and 75 National Scenic Byways through the SeeAmerica’s Byways program.

VISITOR ACCESS TO PUBLIC LANDS

As leisure domestic and international leisure travel continues to rebound in 2003,
there may be renewed calls for limiting visitor access to national parks, forests and
other public lands. These public places with their scenic and historic significance are
important destinations for both U.S. and international visitors, and TIA will con-
tinue to work with other tourism and recreation organizations to ensure open visitor
access to these important places in America.

CONCLUSION

While recent economic and international developments provide a glimmer of hope
for the U.S. travel industry, full recovery will not come for several years. Some in-
dustry leaders have even argued that September 11 and subsequent events have for-
ever altered some aspects of travel—especially business travel. TIA will continue to
lobby vigorously for policies that will permit the U.S. travel and tourism industry
to recover, thereby providing additional jobs for Americans, economic opportunity for
both urban and rural communities and tax revenues for all levels of government.
We thank you for holding this hearing and look forward to continuing our work with
this subcommittee and all of Congress to ensure we have the support necessary to
face the challenges of rebuilding one of America’s key industries.

We respectfully request that the April 9, 2003 joint letter from TIA and TBR to
Secretary of Commerce Donald L. Evans, concerning the $50 million appropriation
for international tourism promotion, also be made a part of the record for this hear-
ing.
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