i)
Hotel OCFou ncil

SAN FRANCISCO

The Economic |mp0|c’r of
San Francisco Hotels

an analysis prepared by the

%ONOMIC
INSTITUTE

2013



The Economic lmpact of San Francisco Hotels
an OI’]OlySiS pl’epored 1COI’ +he

W

Ho’re| Cou ncil

SAN FRANCISCO

323 Geary Street, Suite 405, San Francisco, CA 94102
(415) 391-5197 « Fox (415) 391-6070

www.hotelcou nci|s1(.org + info@hotelcou nci|sforg

by the
BAYAREA COUNCIL

ECONOMIC
INSTITUTE

353 Sacramento Street, Suite 1000, San Francisco, CA 9411
(415) 981-7117 + www.bayareaeconomy.org * bacei@bayareacouncil.org

This report was prepored |oy the Bay Area Council Economic Institute for the Hotel
Council of San Francisco. Sean Rondo|pn (President & CEO) and Trocey Grose (Vice
Presiden+) monoged its deve|opment and Jon Haveman (Founding Principo| of Haveman

Economic Consu|’ring) produced the impact ono|ysisA

The Bay Area Council Economic Institute conducted a survey of hotels in San Francisco
in December of 2012 through the end of January of 2013. Responses were solicited from
the universe of hotels in the city, and 59 out of 215 hotels responded. The hotels provided
information on emp|oymen+, wages and salaries, overall ernp|oymen+ costs, charitable

giving, and copi+0| expendifures. The responses covered the calendar year 2012.

The economic impact ono|\/sis was pen(ormed using the 2011 IMPLAN model.
Other data sources include the American Communi’ry Su rvey and San Francisco

Travel Association.



SAN FRANCISCO HOTELS:

Contribute to the Economy
® $6.6 billion in total economic activity

® $300 million in total taxes, of which $200 million
goes to the City’s General Fund—the largest
single industry contributor

* $3 billion in economic activity outside of hotels

Provide Job Opportunities
® 24,000 local jobs
e Stable jobs for a diverse workforce

* 57% of hotel employees live in San Francisco—
a higher percentage than in most industries

Give Back

¢ $42 million in annual support to San Francisco
non-profits

e $37 million to arts organizations, including the
Grants for the Arts/San Francisco Hotel Tax Fund

* 48 tons of supplies and equipment donated to
local non-profits
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Executive Summary

Hotels are a vital component of San Francisco's diverse economy. The city has o
flourishing tourism and convention industry, a large financial sector, and o quickly
growing +echno|ogy ino|us+ry. San Francisco is in+erno’riono||y oriented, and its
reputation as a business center and tourism destination is growing rapidly. In 2012,
a record 45 million passengers traveled through San Francisco International Airport,
of which nearly 10 million were international travelers.

All of these economic elements are supported and enhanced by the quality and
strength of San Francisco's hotel industry. Hotels generate 24,000 jobs, and 57 %

of these workers live in San Francisco. Hotels account for the largest single source of
revenue to the City's coffers. They support the arts ranging widely from dance to
literary activities. They support other charitable activities, such as the annual AIDS
Walk, subsidized housing and community service groups. San Francisco’s hotels are
also leading sustainability efforts in the industry.

Hotels emp|oy peop|e of all skill levels. Workers without a co||ege degree are erpico”y
concentrated in economic sectors that suffer from heovy turnover, such as retail and
restaurants. In contrast, hotel employment displays much lower turnover.

Hotels place a strong emphasis on buying locally. These policies support Bay Area
businesses throughout the economy, stimulating local business activity and job
opportunities.

Addiﬁono”y, hotels provide 20,000 rooms within Wo||<ing distance of conventions at
Moscone Center. Convention attendees have relatively high incomes and contribute
more than $240 per day outside of hotels to the local economy.




San Francisco hotels contribute to the local economy by:

*+ generating $6.6 billion in economic activity in San Francisco.

+ providing the equivalent of 24,000 local jobs and stimulating the creation of
62,000 jobs throughout the Bay Area.

. con+ribu’ring over $300 million in total taxes, of which $200 million goes to the
City's General Fund—the largest single industry contributor.

They support the local workforce by:

. emp|oying San Franciscans. The mojori’ry of hotel Workers, 57 %, live in
San Francisco.

+ creating jobs and job opportunities for workers of all skill and education levels.
. hiring a more diverse emp|oymen+ base.

. providing stable jobs. San Francisco hotel emp|oyees stay in their jobs 33%
|onger than the national average for comporob|e workers and significonﬂy
|onger than similar workers in retail and food service industries.

They suppor+ IOCOl businesses by

* sourcing more than 54% of operating purchoses from local providers.

« implementing local purchase policies.
P 9 P P

The hotel industry gives back by:

+ giving over $42 million annually to the non-profit community through the
Grants for the Arts/San Francisco Hotel Tax Fund and various charitable efforts.

+ donating over 48 tons of usable excess goods and supplies annually to local
non-profits.



Office of the Mayor

City & County of San Francisco

Edwin M. Lee

GREETINGS FROM THE MAYOR

Congratulations to the Hotel Council on the completion of The Economic Impact of San
Francisco Hotels report, prepared by the Bay Area Council Economic Institute.

Tourism remains a leading economic driver for San Francisco’s economy as proven with the
16.5 million individuals that visited our City last year. Within the tourism sector, the hotel
industry comprises a central position as the largest single industry tax revenue source in San
Francisco. Last year alone, hotels generated $6.6 billion in economic activity across San
Francisco. These hotel funds support vital City services including public safety and health
services programs that benefit all San Franciscans. These hotel funds also provide essential
revenues for our beloved cultural institutions, museums and arts programs that make San
Francisco so extraordinary and unique.

In 2013, the City and County of San Francisco partnered with the hotel industry to fund the
expansion of the Moscone Convention Center. This important economic development project
will keep San Francisco competitive and bring even more visitors and business to our City.

I look forward to a continued strong partnership between the hotel industry and the City of San
Francisco.

With warmest regards,

i e

Edwin M. Lee
Mayor

1 Dr. Carlton B. Goodlett Place, Room 200, San Francisco, California 94102-4641

(415) 554-0141
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Overview of the Industry

San Francisco hotels play a major role in the local economy. Guests visit San Francisco
from around the world for business and pleasure, spurring economic activity beyond
what they spend on their rooms. Guests spend as much per day outside their hotels
on dining, shopping and sightseeing as they do on their hotel rooms. A typical visitor
spends $240 per doy outside of hotel expenses, and this activity translates into broad

economic impact for San Francisco and the Bay Area.

2012 by the Numbers

215 hotels

535,649 rooms

$2.1 billion revenue generated from rooms dlone

$23 bl"lon spent by hotel guests outside of hotels on food, retail, transportation,
and sightseeing

$]7] generoJred on average per room, per nithr

Each room occupied 82.6% of the time

Visitors spend

as much

OUTSIDE

as inside hotels




Economic Benefits

Overall, the hotel indus’rry generates $6.6 billion in
economic activity in San Francisco, which represents
5% of total economic activity in the city.

Broader Economic |mpc|c’r in San Francisco of Activities

Related to Hotels

Hotel Revenues $3,456,000,000
Copital Expenditures $160,000,000
Visitor Spending $3,018,000,000
Total Economic Activity $6,634,000,000

Source: These F'\gures were genercd’ecl using the 2011 IMPLAN datobase.

San Francisco’s 215 hotels and 33,642 rooms generate

economic value in mu|’rip|e ways.

« Visitors book hotel rooms. In 2012, each hotel room on average generated $171
in revenue per nigl’]f. On an average nighf, more than 82% of the cier/s hotel
rooms were occupied. Visitors spend more than $2 billion cmnuo”y on hotel
rooms in the city.

» Spending on hotel rooms supports broader economic activity. In addition to
emp|oying hotel workers, hotel spending generates demand for supporting gooo|s

and services, boosﬁng the overall economic impact from $2 billion to $3.5 billion.

« Hotels rou’rine|y updo’re their facilities. This spending on construction, interior
design, decorating and other services contributes another $160 million in
economic activity.

» Visitors spend an additional $2.3 billion outside hotels. This spending on
transportation, retail, and food (inc|uo|ing in-hotel restaurants) flows Jrhrougl']
the economy, generating wages for employees in these sectors and additional

demand for supplies, making the total impact $3 billion.



W hen hotel guests spenc| time in San Francisco, for business

or p|eosu re, Jrhey generate economic activity across a range of

other industries. Beneficiaries include:

+ Airlines and San Francisco International Airport
* Retail and shopping

* Restaurants and entertainment

* Taxis and transportation

+ Museums and other attractions

+ Professional and business services

The hotel indus’rry provio|es vital support for other
major activities in San Francisco—in particular, the
convention indus’rry and Moscone Center.

Moscone Center Convention Revenues
Center: $11.3 million

Food & Beverage: $35.6 million

| | | | | |
O 5 10 15 20 25

Source: San Francisco Travel Association
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The hotel ino|us’rry provides the equivo|en’r of

24,000 full time local jobs and supports 62,000 jobs
Jrhroughou’r the Bay Area.

Impact Rest of

(Employment) San Francisco  Bay Area Totadl
Hotel Revenues 24,312 1,624 25,936
Copttiall Bl e 1,331 79 1,410
VidFor Saenslng 33,069 1,538 34,807
Total 58,912 3,241 62,153

Source: These figures were generated using the 2011 IMPLAN database.

The hotel industry’s job generation goes beyond hotels and
impacts the wider Bay Area. lts employment in the city
accounts for 40% of the total 62,000 related jobs in the region.

Spencling by visitors outside of hotels generates most of the
additional jobs. This employment is concentrated primarily in
four sectors of the economy: |oo|ging; arts, entertainment, and
recreation; transportation; and reftail.

60 %

of job generation
is OUTSIDE hotels




W orkforce Contributions

57% of hotel employees live in San Francisco, which

is higher than the ci’ry's average.

County of Residence for San Francisco Hotel Workers

San Francisco’s hotel industry does o
better job of hiring locally than most
industries in the city. Residents make up
57% of all hotel workers employed in
San Francisco. Across all industries, 54%

of emp|oyees in the city also live there.

O >50%

0 15-20% Hotel employees also come from around
8}8::2: Contra Costa the Bay Area. Hotel workers from San
O <5% Mateo and Contra Costa Counties

Alameda

commute info the city at higher rates
than commuters from other industries.

Santa Clara

San Francisco 53 26‘7
San Mateo
Contra Costa
Alameda
Solano
5 ; O/ Marin
o Other
of all hotel . T T
. . 20 40 60
Worl(ers ||Ve 1g] Share
Sdn FanCiSCO [ Hotel Workers - All Workers

Source: 2010 5-Year American Community Survey; calculations by

Bay Area Council Economic Institute
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Hotels provide job opportunities for workers of all
skill and education levels.

Educational Attainment of San Francisco Hotel Workers

Less than high school

High school graduate

Some college, but less than 1 year

One or more years of college, no degree
Associate’s degree

Bachelor's degree 367

Master's degree

Professio no| SChOOl deg ree

o] 10 20 30 40
Shore

- Hotel Workers - All Workers

Source: 2010 5-Year American Community Survey; calculations by Bay Area Council Economic Institute

As the Boy Area economy continues to grow, much of the growH'] Jr<:||<ing p|oce isin
technology industries and high-skilled jobs requiring higher education. It is vital to the
region’s health and prosperity, however, that economic opportunities also exist for people
at all skill levels. Hotels |o|c1y an important role in this.

Hotels in San Francisco provio|e emp|oymen’r

opportunities for workers of all education levels. o
In addition to higher-skilled workers, they provide /o
jobs for peop|e new to the workforce and with

of hotel jobs are

less education. Hotels employ people with a :
high school education or less at twice the rate filled bY Pe°P|e
of other sectors. without co"ege

experience




The San Francisco hotel inclus’rry has a more diverse
emp|oyee base.

San Francisco

Non-W hite
YA

Non-W hite
54%

Hotel Workers All Workers

Source: 2011 5-Year American Community Survey; calculations by Bay Area Council Economic Institute

With on|y 23% of its workforce white, the ci’ry's hotels emp|oy
diverse communities at a much higher rate than other
industries in the city. Across all industries, 46% of workers
describe themselves as white.

/7%

of hotel workers
describe themselves

as Asian, Hispanic,

African America n,
or other
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San Francisco hotel emp|oyees stay on the job |onger
than employees in comparable local industries and in
hotels elsewhere in the country.

Average Job Tenure by |ndus+ry Nationwide

Food services and drinl(ing places 55
Administrative and support services 6.8
Personal and laundry services 6.8
Arts, entertainment and recreation 6.9
Private households 7.0
Retail trade 7.5
Construction 7.6

Health care services, except hospi+a|s 79
Repqir and maintenance 83

Accommodation 87

0 1 2 3 4 5 6 7 8 9

Years
Source: 2011 5-Year American Community Survey: calculations by Bay Area Council Economic Institute

Tenure, or the amount of time an individual stays in a
por’ricu|qr job, is high in the accommodations inclus’rry.
Employees in accommodations tend to exhibit significantly
|onger tenure than workers in other

industries with comporab|e levels of
Workers in

education. San Francisco hotel workers
San Francisco

also tend to stay in the same job

33% |onger than workers in hotels
nationwide. This is |i|<e|y exp|c1inec|
in part by the higher earnings and 3 3 o/
strong benefit pockoges of many o

hotel workers.

hotels tend to stay
in the same job

|onger than

workers in hotels
nationwide




Giving Back

The hotel industry gives 50th

ex’rensiveiy to the nonprofi’r sector ANNIVERSARY

and is a significant supporter of arts ra nts ol

organizations and charitable activities.

In 2011-12, San Francisco hotels poid over $200 million

in taxes to the Ci’ry—iiwe Ciiy's |orges’r singie indusiry

source of revenue. Of this revenue, roughly $37 million l S
was directed toward Fos’rering the arts.

Established in 1961, Grants for the Arts has become a San Francisco Hotel Tax Fund

model for mumopai fundmg and support of the arts

and culture. The organization promotes and supports a wide range of arts and cultural
activities in the city for residents and visitors. W hile providing stable fu nding for |ong-
existing arts such as the ballet and the theater, support is also provided to newer and
more experimental art forms.

Over the post year, $11 million has flowed to the Grants for the Arts, funding local arts

and |iierory events, cultural iieriioge porodes, peri:orming arts and even
subsidized housing. Grants for the Arts also allotted over $300,000 for San

Francisco's Exploratorium, which recently opened at its new location on Pier 15

Distribution of Hotel Tax Allocation, 2012-2013

Moscone/Convention Facilities; $34,147,000; 13%
Grants for the Arts Recurring; $11,177,000; 4%
War Memorial & Performing Arts; $9,158,500; 4%
Convention & Visitors Bureau; $7,580,000; 3%
Fine Arts Museum; $5,620,000; 2%

N | Low-Income Housing Rental Subsidy; $5,500,000; 2%
SEZEZL:Z‘;N Yerba Buena Gardens; $3,177,400; 1%
$i70 195,100; 68% Asian Art Museum; $2,229,000; 1%
Cultural Equity Endowment: $1,716,000; 1%
Cultural Centers (Facilities); $1,516,000; 1%
Steinhardt Aquarium; $1,208,000; <1%
Grants for the Arts Non-Recurring,‘ $191,000; <1%
L Administration (Tax Collection); $114,000; <1%
Source: Grants for the Arts Annual Report, 2012-2013
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Charitable giving in 2012 |oy the city's |orger hotels
totaled more than $5 million, inc|uding direct
contributions and in-kind support.

P ar S $1.1 million

In-Kind Suppor+ $4.1 million

I I I I I
O 1 2 3 4 5

Source: Primarily Hotel Council member respondents to Bay Area Council Economic Institute survey

San Francisco hotels contribute generous|y to non-profi’r causes
related to a variety of community and health issues.

Hotel Non-Profit Collaborative

In other charitable work, hotels provide gooo|s, supp|ies, and equipment fo area non-
profi’rs Jrhrough the Hotel Non-Profit Collaborative. With their frequen’r remodehng
efforts and collateral materials remaining after

conferences, hotels generate |o1rge volumes of

waste destined for landfills. . - @
The goo| of the Collaborative is to turn usable,

excess goods, supplies and equipment into a San Francisco

ereody stream of in-kind support for non-proFiJr Hotel / Non-Profit Collaborative
groups serving the community. This work both
benefits community service groups and lessens
environmental impacts.

-8 'hhﬁ,
o

43

tons

of supp|ies and
equipment donated
to local non-profH’s




Annuc| AIDS WO"(

Each year, over twenty-five member hotels participate AI Ds

in and contribute to the annual San Francisco AIDS

Walk. Since 1987, this event has raised neor|y $74 WALK
million for the San Francisco AIDS Foundation and

other HIV/AIDS organizations in six Boy Area counties. SAN FHAHCISGO

Million Dollar Mission

In 2012, the Hotel Council combined efforts with the
Leukemia & Lymphoma Society (LLS) to raise funds

LEUKEMIA &

for vital research. This campaign provio|e0| Finoncio|, LYM PHOMA

educational and social services for individuals and SOCI ETY®
their families offected by blood cancer. A fotal of fighting blood cancers
$400,000 was raised over the BO-doy period.

Project Homeless Connect

The hotel community has dedicated many hours to d

interacting with the homeless and preparing hygiene
kits to he|p those in need. By vo|un+eering their time

to the the city's Project Homeless Connect program,

hotel emp|oyees have worked Jroge’rlﬁer to provide PROJECT
efficient and compassionate service to those in need. HOMELESS
CONNECT

Project Night Night

Many members of the Hotel Council of San Francisco

he|p homeless children s|ee|o better ot nigH |oy providing (
books fo encourage reoding and fomi|y |oono|ing, and ‘
security blankets and stuffed animals as comfort. Each

year, Project Nigl’]’r Nigh’r donates over 250,000 Nighf
Night packages to homeless children who need these project Nigl‘lt Nigl‘lt

essentials o feel secure, cozy, and reecly fo learn.

These are just a few of the many ways that members of the Hotel Council of San
Francisco have made a huge impact by beneﬂHing local charities and organizations.
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Sus’roinoioiii’ry

Lecoiing environmental efforts, San Francisco
hotels are committed to ooivoncing sus’rainoioiii’ry in
the community.

The Hotel Council of San Francisco is committed to going beyond existing environmental
laws and regulations to seek out techniques and approaches that have the potential o
generafe competitive ooivon’roges, protect the natural environment, and respect local
communities. \)\/orking with the Ciiy and Coun’ry of San Francisco's Depor’rmeni of the
Environment, the Sus’roinobiiiiy Committee assists its hotel and allied members in the
transition to prooiucis and services of local origin and low environmental impact.

The Susioinobiiiiy Committee was created to be

a driving force behind moking the San Francisco
Bay Area the most triple bottom line oriented hotel
community. The main gooi of the committee is to
help get hotels enrolled in the City's Green Business SF Environment
Program. Originally created for small businesses, the Our home. Qur city. Our planet.
Green Business Prog ram iieips San Francisco businesses  # Depariment of the City and Couty of San Francisee
adopt environmental practices that are sustainable as

well as proiiiobie. The program sets stringent criteria,
providing technical assistance, and pubiiciy recognizing

and promoting Green Businesses with a seal that
enables customers fo siiop in i<ee|oing with their values.

By partnering with the Hotel Council's Sustainability SAN FRANCISCO

Committee, the City was oble o better gear the GREEN
BUSINESS

program to hotels.
With over forty-five active members, the Sustainability Committee is the largest and
most popuior committee in the iiisiory of the Hotel Council. This shows how passionate
our members are about taking care of the natural environment. Committee members
have been segmen’reci info the areas of water, energy, waste, and community porinersiiips,
in order to coniinuousiy iieip hotels improve their environmental efforts in these areas.
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