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February 25, 2014

The Honorable Curren Price, Jr.
Chairman, Economic Development Committee
los Angeles City Council
200 N. Spring Street, Room 420
Los Angeles, CA 90012

Dear Chairman Price:

As you know, the Central City Association is very concerned about the potential
consequences of a mandate to increase the minimum pay for all hotel employees in the
city to $15 per hour. We believe that the negative impacts to Downtown, to the hotel
industry, to the city's economy and tax base and to the city's ability to compete for tourist
dollars and for new businesses will greatly outweigh the gains that will be seen by a small
number of hotel employees who do not already make $15 per hour.

We are, therefore, encouraged to see that you and your colleagues have chosen to have a
study of the economic impacts of the proposal completed and evaluated by the City
Council before moving forward with a wage mandate. However, you must ensure that the
study is unbiased and attempts to find the actual effects of a dramatic wage increase in one
industry in one city. The study must go where the data takes it and not cherry pick data to
suit a predetermined outcome.

In addition to choosing an economist to do the study who is agreeable to all parties in this
matter, that economist must look at a broad set of issues and answer questions about the
hotel industry and new hotel development as well as the effects on the entire local
economy. Merely saying that raising wages creates more spending by employees is only
half of the equation. Unfortunately, it is a zero-sum-game. The economist must look at
where that increased payroll money comes from, what is not spent as a result and how
that reduced income elsewhere affects the industry and the economy.

For that reason, CCArequests that the Committee include the attached list of questions in
its instructions to the Chief Legislative Analyst about how the study should be conducted.

Sincerely,

Carol E.Schatz
President & CEO

cc: The Honorable Paul Krekorian, Councilmember
The Honorable Jose Huizar, Councilmember
The Honorable Gil Cedillo, Councilmember
The Honorable Nury Martinez, Councilmember
Gerry Miller, Chief legislative Analyst



Questions for Citywide Living Wage Hotel Employee Economic Impact Study

• Who will do the study?
o The study must be conducted by a reputable economist who isn't using data to drive an

outcome and who is interested in the economic impacts, not the social outcomes

• What have been the overall effects of the LWO on the hotels along the Century Blvd. Corridor?
o What are those effects when the data is adjusted to account for the growth in the US

economy and growth in overall travel from the time the wage was implemented until
today?

• What was the cost to hotels from the increase?
o How did the hotels manage those costs?

• Absorption? Passedon to guests? Reduced staff levels or hours?
• How have the Century Blvd. hotels compared with hotels in EISegundo and elsewhere in that

area that do not have a $13-plus hour minimum wage?
• What has been the effect on the hotel restaurants, bars, room service (food & Beverage) at

those hotels?
• How many hotels signed CBAson Century Blvd. and how does this compare to the county and to

national averages?

• Similarly, what have been the effects ofthe hotel LWO increases in Long Beach and in cities such
as New York and elsewhere?

o Have new hotels been built in Long Beach?
o Have New York hotels stopped various services and cut jobs?

• What will be the effects on the hotel industry if a sis per hour minimum wage is imposed?
o What will be the average increase in room rates?
o How will that increase affect tourism and room stays?
o Will higher room rates mean less spending in other areas of the local economy like

restaurants, museums, taxis} retailers, etc.?
o Will hotel jobs be cut? Will hours and shifts be cut?
o Will reduced profits affect existing loans as PIE ratios or profits may drop below those

required in loan agreements?
• How will higher costs affect hotel restaurants, especially those in areas where they compete

with non-hotel restaurants nearby?
• What is the average reported wage for a tipped employee?

o What will be effect of not including tipped employees whose reportable wages exceed
$lS/hour in the mandated increase?

o What percentage of the non-tipped employee workforce makes $8.25 / hour? What
percentage already makes over $15 / hour?

• How many of those employees below $15 / hour have healthcare plans? How
many employers can be expected to drop healthcare coverage?

• What will be the overall effect on a hotel's food and beverage operations if the wage is raised to
$15 per hour?

o Does the effect grow, diminish or stay constant as the number of rooms in a hotel
affected by the wage mandate is raised?



• What will be the effect on investments into renovation of existing hotels?
o What will be the job impacts?
o What will be the long term impacts to those hotels?

• How will this wage increase affect investments into new hotels?
o Will size matter? (i.e., will investors still put money into large 400-plus room hotels but

not 120-room hotels? Or vise versa?)
o What are the effects if this is levied on 100+ room hotels vs. 200+ room hotels vs. 300+

room hotels or vs. 400+ room hotels?
• Are the effects more deleterious to smaller hotels? And if so, how?

• Will hotel developers build in surrounding cities that do not have a citywide $15 hotel wage
mandate instead of LA?

• How many developments can we expect to leave LA (not be built) and how many construction,
full-time staff and third-party service provider jobs will be lost as a result?

• What will be the effect on "boutique" hotel investment and construction?

• What will be the effect on Downtown hotels of an LWO?
• What will be the effect on Downtown if no more boutique hotels are built in the area?

o What will the ripple effect be on other new businesses coming into Downtown?
• What will be the overall effect on the Convention Center if the 5,000 new hotel rooms that are

needed go unbuilt?
• Adaptive Reuse has been instrumental in revitalizing portions of Downtown and in bringing in

new hotel brands to the city. What are the costs associated with building a hotel through
adaptive reuse versus ground-up construction?

o Do these costs make it more difficult to build a hotel through adaptive reuse?
o Will the added costs from a living wage mandate make investors more likely to abandon

an adaptive reuse hotel project than a ground-up project?
o Is it more difficult to finance a hotel project that uses adaptive reuse than through

ground-up construction?
• If so, do the lower PIE ratios mean that banks will not give loans or may call in

existing loans to adaptive reuse hotels?
o How many construction jobs are created per room for an adaptive reuse hotel? And

how does that compare to ground-up hotels?

• Has a study ever been done about raising a minimum wage, even for one industry sector, by
nearly 80%? What were the effects on the economy of such an increase?

o What is the largest mandated wage increase and what were the effects?

• What is the actual effect of "free" tourist attractions such as Griffith Park, Venice Beach,
Hollywood Blvd., modernizing LAX,modernizing the Convention Center or investments in public
transportation on bringing in visitors who stay at hotels in the City of LosAngeles?

o How many of those visitors can be attributed solely to those attractions and not other
factors in whole or in part?

• Excluding the Convention Center, do these other "free attractions" have any effect on visitors'
decisions to stay in LosAngeles? In other words, if Hollywood Blvd. did not exist, how many
visitors who stay in Los Angeles would actually travel elsewhere and how many room nights are
affected?



o How much effect does a privately owned business have in these areas ability to draw
tourists (e.g. the Chinese Theater as part of Hollywood Blvd.)

o How much does the County's operation of a state asset such as the beach at Venice
Beach compare with the city's investment there?

• How big is the impact of the Convention Center?
• How much impact does the lack of an easy-to-navigate, user-friendly public transportation

system that actually gets people to where they want to go (compared to NY, Paris, London, SF)
adversely affect people coming or staying in Los Angeles?

• How much effect do attractions that are either not free or not in the City of Los Angeles have on
people staying at hotels in the City of LosAngeles (e.g. the Rose Parade or a Staples Center
concert)?

• How much does LAX's poor image negatively affect the ability of the city to attract tourists?
• How many room nights are lost to other city's because of the poor quality and small size of the

Convention Center?



Marth 11, 2014

Honorable Curren Price
Los Angeles City Council
200 N. Spring Street, 4th Floor
Los Angeles, CA 90012

Dear Council member Price:

,

/
I'm writing on behalf of the Hotel Association of Los Angeles, which includes. more than 135
hotels and affiliates throughout the Los Angeles area. We are writing to reiterate our concerns
regarding the proposal to raise the minirnum wage for hotel workers. in Los Angeles to $15.37
per hour ~ nearly double the current rninimum wage in California. We also want to be sure that
you saw the recent editorials in both the Los Angeles Times and the Los Angeles Daily News
in which the respective newspapers expressed their strong opposition to the current proposal
that is pending in City Council.

The Hotel Industry in Los Angeles contributed $179 million in Transient Occupancy Tax (TOT)
to the City of Los Angeles in the 2012-13 Fiscal Year. In 2013, Los Angeles experienced a
record breaking 42.2 million visitors, bringing $16.5 billion in direct spending and $30.5 billion
in total economic benefits to the City along with 324,000 jobs throughout the County.

The Hotel Industry plays an integral role in tourism in Los Angeles ..We provide quality jobs,
good wages, and we ccntribute millions of dollars to the City's General Fund each year. Our
concern with the living wage proposal is that it unfairly targets Just one industry, the Hotel
Industry, Without knowing what the possible unintended consequences will be for the Los
Angeles economy as a whole.

The Los Angeles Times Editorial dated March 1Clstates:

"The proposal taking shape in City Hall to raise hotel workers' wages to $15.37 an hour is not
the right way to go about it (lifting people out of poverty)."

"Their proposar unjustifiably singles out one industry ... That's not sound economic policy."

"The 64 hotels that wouk: be affected by the new proposal have sought nothing nor received
anything special from the city."

"WOUldthe higher wage for hotel workers lead to a loss of jobs or deter investment in new
hotels in the city? Would it harm L.A. by offering a competitive advantage to hotels located just
outside the city?"

-_ ---_ -.__ ..--_ ..__ _ .._- .._ -----_. __ _.- .._---.-- _ ..,-...•_ _ .

404 South Figueroa Street, Suite 604 • Los Angeles, CA 90071
Tel: 213-239-5607 • Fax: 213-239-5617 e www.hotelassociatlonla.corn



"If the City Council and Mayor Eric Gerceiti are serious about raising a/l beets, they should
dedicate their energy to policies that help the many instead of the few. "

The Los Angeles Daily News Editorial dated March 5, 201.4 states:

"An LA. only increase risks undercutting the city's effort to fix its business-unfriendly/mage."

"Perhaps it would be more useful for the City Council to put its influence and its momentum
behind campaigns for bigger increases throughout Califomia. "

"Caruso is right when he says thai if you believe in raising the minimum weqe, you should be
for raising it for as many people as possible. not one industry at a time in one town at a time."

The Hotel Association of Los Angeles Wholeheartedly agrees with the concerns that
both the Los Angeles Times and the Los Angeles Daily News have put forth.

Our Association is concerned with the impact that this proposal will have on current and future
employment in Los Angeles hotels. We believe that Los Angeles will be at a competitive
disadvantage with our surrounding cities and that new hotel developments will be discouraged
from coming to Los Angeles - ata time when the Tourism and Visitors Board has stated that
we need 4.000 new hotel rooms in the City to attract new conventions and accommodate our
growth in tourism.

We are encouraged that the City Council's Economic Development Committee has asked that
a comprehensive economic impact study be performed before any action is taken to nearly
double the minimum wage for certain hotels in Los Angeles. We continue to ask for a fair.
impartial. and comprehensive study that addresses all of the concerns that. have been put forth
by our Association. the LA Times and the Daily News. and the greater Los Angeles business
comrnunlty.

We thank you for your Careful conslderation of our concerns and we look forward to continuing
our dialogue in the days to come.

~
Bob Amana
Executive Director
Hotel Association of Los Angeles



L.A. should consider other ways to push living wage: Editorial
Wednesday, March 5, 2014 Dallyblews.com

LA Daily News (htlp:llwww.dailynews.com)

L.A. should consider other ways to push living wage: Editorial

Right now the City Council is looking at a proposal by
members Mike Bonin, Nury Martinez and Curren Price Jr. to
raise the minimum wage to $15.37 an hour for workers at
LA's big hotels, That figure, pegged to the minimum the city

already imposes for L.A. lnternatlonal Airport employees, would be well above the state's current
$8 bottom wage and the nation's current $7.25. The council has ordered a study of such a
move's potential economic benefits and drawbacks, a healthy sign that it isn't going to rush into
this.

As momentum builds for a minimum-wage increase, Los
Angeles' leaders should keep this in mind: It's possible to
support the livingcwage movement but oppose raising pay for
only one city or one industry.

Meanwhile, something happened last week thai gave living-wage proponents encouragement -
but also should make them think twice about their approach.

Philanthropist Eli Broad and shopping-mall developer Rick Caruso, who might not ordinarily be
expected to take the side of workers, have voiced support for a higher minimum wage, telling the
Los Angeles Times it would turn out to be good for business by putting more money into the
economy.

But both billionaires advocated taking the proposal beyond the current City Council proposal,
which would target approximately 11,000 employees at 87 hotels with more than 100 rooms.
Broad would like to see a gr<ldu<1!increase to $15 an hour applied to <111workers in Los Angeles.
Caruso would prefer <1$12 to $15 minimum no! just in the city but statewide or nationally.

Caruso is right when he says that if you believe in raising the minimum waqe, you should be for
raislnq it for as many peopleas possible, not one industry at <1time in one town at a time.

An L.A.-only increase risks undercutting the city's effort to fix its business-unfriendly image, a
drive that includes Mayor Eric Garcetti's wish to phase out the onerous gross-receipts business
tax.

Perhaps it would be more useful for the City Council to put its influence and its momentum
behind campaigns for bigger increases throughout Callfomla, where it is now scheduled to rise to
$9 in July and $10 in 2016, or the United States, where President Ob<1m<1and Democrats in
Congress me pushing for $10.1 O.



That's the debate the council should be having about the minimum wage - as broad a debate as
possible. Ironically, a general wage hike might draw support from many opponents of the hotel-
workers wage hike. It would fuel less suspicion than the hotels-only hike, which would target only
non-union hotels, helping labor organizers by giving hotel owners incentive to sign union
contracts,

The minimum-wage debate always revolves around whether the benefits of an increase outweigh
the costs: How much would it help low-income workers, many of whom need more than one-
wage job to make ends meet, and help the economy by spurring spending? How much would it
burden business owners and, in the end, backfire on some workers by prompting workforce
reductions?

The City Council is correct to seek the answers to those questions as they pertain to LA But
council members also should be asking if focusing on LA, and specifically its major hotels, is the
best way to attack the issue.

URl: http://www.dailynews.com/opinion/201403IlS/la-should-consider-other-ways-to-push-
llvlnq-waqe-edltorlal

© 2014 LA Daily News (http://www.daifynews.com)
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Why help just L.A:s hotel workers earn more?
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BYTHE TIMES EDITORIAL BOARD
Murch. TO, 2014..12:00 a.m.

Income inequality, persistent poverty and the lack of economic mobility are not only some of
the most salient political issues of 2014 but are fundamental challenges that affect the pros-
perity of the country and the stability of our communities. About 25% of families with chil-
dren in the city of Los Angeles live in poverty; according to the Census Bureau. And even
many people whose earnings exceed the federal poverty line struggle to make ends meet.
Nearly half of all workers in Los Angeles earn less than $15 an hour, which some advocates
for the poor believe is the minimum necessary to afford basic housing, food and transports-



tion.

The fact that so many Angelenos live on so little has profound impacts. Many parents work
two jobs, leaving them less time to be involved in their children's lives and education. Many
live in substandard housing or have no savings, meaning they are just one setback from bank-
ruptcy or hornelessness. Bad schools, substandard healthcare, teenage pregnancies and other
factors leave many stuck in a cycle of poverty that persists from one generation to the next.

Creating policies that help lift people out of poverty should be one of government's top priori-
ties. Nevertheless, the proposal taking shape in City Hall to raise hotel workers' wages to
$15.37 an hour in Los Angeles is not the right way to go about it.

PHOTOS: Apeek inside 5 doomed dictators' opulent lifestyles

City Council members Mike Bonin, Curren Price and Nury Martinez have called for a hotel
worker living wage as a way to "raise all boats" and address income inequality on a local level.
However, their proposal unjustifiably singles out one industry, benefiting several thousand
hotel employees while ignoring more than 1 million other low-wage workers. It would impose
the second-highest minimum wage in the country for, say, a waiter in a Hilton hotel, while
leaving a waiter at the restaurant next door - one that doesn't happen to be part of a hotel -
with a guarantee of only $8 an hour (or $9 after July 1). The justification? Los Angeles hotels
have low vacancy rates and are profitable.

That's not sound economic policy. It's simply a response - and a troubling one - to pressure
from the hotel workers and their union, Unite Here. This time around, the

hotel workers have waged the most effective lobbying campaign. Next time it might be fast-
food workers. Sorry, mall cashiers, you won't get a raise because the retailers threatened to
leave and city leaders don't want to lose their sales tax revenue.

PHOTOS: From the Fed.to GM;5 top-tier women trying to fix man-made messes

Frankly, if the city's minimum wage is going to be raised, it makes sense to raise it for all city
workers across the board.

In the past, L.A. 's political leaders have occasionally mandated a higher-than-minimum wage
for certain workers whose employers, they argue, have received direct benefits from the city.
The city decreed in 2007, for instance, that hotels near LAX must pay workers a living wage,
now set at $12.16 an hour, because those hotels supposedly benefit from the city's investment
in the airport. (This page strongly disagreed with that argument.) And the JW Marriott hotel
downtown has to pay that same rate as part of an incentive package that gives it a $270-mil-
lion break on city taxes through 2035.

But the 64 hotels that would be affected by the new proposal have sought nothing nor re-
ceived anything special from the city. Unless you consider a public street or park or a medi-



ocre Convention Center a unique benefit bestowed on the hotel industry.

PHOTOS: How the Democrats can win back the House and keep the Senate

There are other concerns. Would the higher wage for hotel workers lead to a loss of jobs or
deter investment in new hotels in the city? Would it harm L.A. by offering a competitive ad-

.vantage to hotels located just outside the city? These questions are to be addressed in a forth-
coming study.

Generally, it is wiser to set minimum wages at a higher level of government, in order to have
the broadest, fairest impact and to minimize the risk that businesses will move to cheaper 10-
eations. At the moment, President Obama is seeking to raise the federal minimum wage from
$7.25 an hour to sio.io - a proposal this page has supported - and California's leaders have
rightly voted to raise the state wage to $1Q all hour in 2016. Multimillionaire conservative
Ron Unz is gathering signatures for a ballot initiative to boost the state's baseline pay to $i2.
If the City Council and Mayor Eric Garcettiare serious about raising all boats, they should
dedicate their energy to policies that help the many instead of the few.
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March 25, 2014

Honorable Members of the Economic Development Committee

C/O John Wickham

Office of the Chief Legislative Analyst

200 N. Spring Street, Room 255

Los Angeles, CA 90012

Re: CLA Request for Study Points Inclusions

Dear Committee Members:

The Hotel Association of Los Angeles (HALA) and our member hotels and affiliates have been actively engaged in the

proposed living wage ordinance and continue to voice our strong concerns to its negative impacts on existing hotel positions,

future job creation, new hotel development and tax generation for municipal revenues.

We commend your decision to move forward with an economic analysis and would like to submit our points and questions

and concerns relative to a comprehensive and unbiased study to evaluate the severe impacts of this proposal.

We have consulted with globally recognized economists, numerous industry experts across the nation including PKF

Consulting USA and local hoteliers to consider the impacts and have compiled the list of guidelines, pOints and questions

which need to be addressed in the proposed study.

We respectfully submit the attached document and look forward to continued dialogue with the city committees, members of

council and administrative offices to participate in follow up discussions.

Sincerely,

Robert Amano

Executive Director

Cc: EDC Members -Chairman Price, Vice Chairman Krekonan, Clvl Huizar, CM Cedillo, CM Martinez

404 South Figueroa Street, Suite 604 • Los Angeles, CA 90071
Tel: 213-239-5607. Fax: 213-239-5617. www.hotelassociationla.com



Hotel Association
of las

Points for Economic An.Asis Study

* Study of the impact of LAX living wage. How were hotel operations, service
levels, and employment levels affected, if at all, from the passage of the 2006/2007
Airport Hospitality Enhancement Zone Hotel Workers Living Wage Ordinance?

* Research analogous situations (Long Beach). Similarly, have hotel operations
been materially altered since the passage of Measure N which took effect in
December 2012? Further, did any hotels decrease their amount of available
rooms so as to fall below the 100 room threshold, therefore making them
exempt from the new law? Has there been any chill on hotel development in
Long Beach since that time?

* Are there precedents in other cities for a minimum wage standard for hotel
properties only? If so, what is the scope of hotels and jobs covered? Are there
union or exemptions that are considered within these ordinances?

* What are the wage and earning benefits of the proposed living wage? An
estimate of projected hourly wage increases should be compared to current
wage and earnings estimates.

* Survey General Managers within the City of LosAngeles to determine likely
operational changes, Le., job loss, hour cuts, position/services elimination that
may occur if the proposed wage increase is enacted.

* Would the proposed ordinance lead to a cut back, or elimination of entry level
positions so as to avoid exposure to potential wage increases?

* Tip credit exemption. Can and should the proposed living wage ordinance being
considered by the City Council apply to restaurant servers and other tipped
employees that actually earn substantially more than minimum wage? Would
the consideration of a tip credit allow hotel managers and operators to maintain
a similar level of staff if this option is included as a provision in the proposed
ordinance? What are the average hourly wages of tipped employees and what is
the range of earnings?

* Whether the proposed wage increase would curtail new hotel development in
the City of Los Angeles from an investor/developer prospective? That is - would
potential developers of new hotels instead chose other Southern California cities
in which to construct their desired hotel projects?

* What is the collective potential negative impact of the proposed legislation in
terms of the loss of tax revenues to the City of Los Angeles from new and
existing hotel operations, as well as the potential loss of new jobs being created
and materials and goods being sold in the connection with new hotel
developments in the City?

* What will be the impact to third party vendors such as night cleaners, valet
parking services and others?

* What would be the indirect charge to the economy if jobs are lost and hotels
spend less on goods and services?

404 South Figueroa Street, Suite 604 • LosAngeles, CA90071
Tel: 213-239-5607. Fax:213-239-5617. www.hotelassociationla.com



March 13, 2014

Gerry Miller - Chief Legislative Analyst
Office of the CLA
200 N. Spring Street, Room 255
Los Angeles, CA. 90012

SUBJECT: Hotel Living Wage Study

Dear Mr. Miller,

The Valley Industry and Commerce Association (VICA) and our member hotels have voiced our concerns with
the proposed hotel living wage ordinance and would like to thank you for choosing to study the effects of such
a proposal before imposing il.VICA has compiled the list of questions below that we feel should be answered
to ensure that the study accomplishes its goals in evaluating the real impacts of this proposal.

Procedural Questions:

• Who will be involved in conducting the study? This study has been referred the CLA's office, however,
we feel an unbiased study should be conducted by the Office of Economic Analysis, since it was
created for this purpose.

• What will be the CAO's role in the study? Following our discussions with several Councilmembers, they
agreed that the CAO should work with the CLA through the course of this study, but in what capacity?
How will the study elements be split by department?

• How will a full study that addresses all of the impacts of this proposal be conducted in just 45 days?

Impacts Realized in Other Cities, Neighborhoods:

• What have been the overall effects of the Living Wage Ordinance on employees around LAX, in Long
Beach, in New York, and elsewhere?

1. How many jobs were cut, or replaced by new, higher skilled employees after the ordinance
went into effect?

2. Of those who kept their jobs, how many experienced a reduction in hours per week and how
many workload expectations were raised? (i.e. maid used to be responsible for 15 rooms an
hour and is now expected to clean 22 an hour)

3. How many employee benefits or free services were cut? (i.e. free employee lunches,
recognition programs, insurance co-pays)

• What have been the costs to hotels from the increase?

1. From other city examples, have managers or those paid above minimum wage asked for
increased compensation as those who they oversee receive an increase (wage
stratification)? If so, what can we expect to be the overall cost of wage stratification to



hotels, including the raise for minimum wage workers, further increases for other staff, and
other costs tied to wages, such as workers' compensation, etc.

2. How have the hotels managed these costs?
3. What was the average increase in room rates! banquet hall rates?
4. What has been the effect on hotel restaurants and bars as they implement this increase?
5. Have new hotels been built after the ordinance was put into place? How does this number

compare with development numbers in previous years?
6. Have any previous examples raised minimum wage by nearly 80 percent, like the current

proposal in LA? How large were their respective increases?

• What loss in tourism has been realized in these cities with rates that are disproportionate to competitive
sets in bordering cities? How have the living wage hotels compared in tourism with their neighbors who
are not required to pay a living wage?

Questions regarding Specific City Zones:

• As we all know, the Valley operates under a very different economic reality than other areas of the city,
such as downtown where hotel development has been heavily city subsidized. For this reason, the
study should analyze the impacts on a local basis instead of city wide, by dividing up the city into
various zones. Once this has been done, we request that the following valley-specific questions be
answered.

1. What nexus is being used to justify including Valley hotels in this ordinance?
2. How many tourists stay in Valley hotels to visit the "free" attractions listed in the motion?
3. How are the data points listed in the motion different for Valley hotels in comparison to

downtown? (i.e. Rev par, occupancy rates, ADR).
4. How much effect do privately owned businesses or attractions located outside of the city

(i.e. Magic Mountain, Universal, Burbank Studios) have on people staying in the Valley?

Los Angeles Projections:

• What will be the overall impact of the ordinance on the hotel industry in LA? What will be the specific
impact on Valley hotels?

1. What will be the average increase in room rates?
2. How will these new labor rates affect tourism when less expensive options are available at

bordering cities like West Hollywood, Burbank, and Beverly Hills, Anaheim?
3. How will this potential loss of value affect the conferences and banquets, both large and

small that regularly utilize hotel spaces? Will they be likely to stay in L.A., or move to a
neighboring city?

4. What will be the impact of L.A.'s lack of competitive pricing on online forums such as
Priceline and Expedia?

5. How will this loss of tourism and decrease in room stays affect the livelihood of hotels?
6. How will this loss of tax revenue impact the city?
7. Will hotel jobs be cut, replaced, or outsourced? Will hours be reduced or will workload per

hour be increased?
8. Will reduced profits affect loans as PIE ratios may drop below those required in loan

agreements? Can the city be held liable for it being the cause of these business plan
failures?

9. How will higher costs affect hotel restaurants who compete with outside restaurants not
impacted by this ordinance?

10. What will be the effect on new investments! renovations and new development in the city?
How will this impact current and future jobs? Will developers instead build in surrounding
cities?



11. Do we expect any hotels to be forced to shut down as a result of this ordinance?

Exemptions:

• What would be the effects of an exemption for tipped employees?

1. Would it be legal, under state law and the Department of Labor, to exempt tipped
employees from the living wage ordinance?

2. What is the average wage reported for a tipped employee? Hourly? Annually?
3. What will be the effect of exempting tipped employees from the ordinance?
4. What percentage of affected employees make $8.25 an hour? What percentage make over

$l5.37 an hour?

• What would be the impact of mandating a $15.37 floor for wages in future union contracts?

1. Although we understand that current contracts cannot be changed, must future bargaining
agreements also be exempted from the living wage?

2. In the other city examples, how many hotels unionized after the living wage was imposed?
How does this number compare with usual unionization in that area and across the
country?

Underlying Issuesl Alternatives:

• What will be the impact on youth jobs and wages? (i.e, high school and college students)

• What alternatives have been considered to better address the issue of the wage gap and low
purchasing power in Los Angeles?

• What is the benefit of instead addressing the underlying issues in the city and investing in job growth
through economic development (I.e. phasing out of the business tax) as well as increased public-private
partnerships with our schools, to match curriculum to workforce needs?

Thank you for your hard work on this important issue.

Sincerely,

Coby King
Chair

Stuart Waldman
President
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John Wickham <john.wickham@lacity.org>

Living Wage Ordinance for Hotel Workers

Adena R. Tessler <atessler@mercuryllc.com>
To: John Wickham <john.wickham@lacity.org>

Mon, Mar 24, 2014 at 4:40 PM

I am representing the CA Restaurant Association and we do not have a report to put on file however we
do have some questions:

1) Will this living wage ordinance include restaurants that lease space in the designated hotels? If so,
what is the reasoning behind including them?

2) In reviewing type of wage requirement in hotels in the LAX Corridor and in other Cities, how has an
increase in living wage impacted the restaurants leasing space in the hotels.

Just want to make sure restaurants are not overlooked as far as economic impact.

From: John Wickham [mailto:john.wickham@lacity.org]
Sent: Monday, March 24, 20144:25 PM
To: Adena R. Tessler
Subject: Re: Living Wage Ordinance for Hotel Workers

[Quoted text hidden]

1of 1 3128/2014 10:49 AM
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March 25, 2014

Honorable Members of the Economic Development Committee
c/o Gerry Miller
Office of the Chief Legislative Analyst
200 North Spring Street, Room 255
LosAngeles, CA 90012

Dear Committee Members:

Thank you all for recently meeting with me recently.

As voiced in our meetings, the California Hotel & Lodging Association believes that a mandate to
increase wages for only hotel employees to $15.37 per hour will negatively impact the City of
Los Angeles.

It's for that reason we are supportive of the Economic Development Committee's directive to
study the economic impact of such a mandate. It is our request that the Office of Economic
Analysis (OEA), which was established by the City Council for the purpose of incorporating
economic impact analysis into the City's legislative decision-making process conduct this
research on behalf of the Council. OEA already has considerable experience in such endeavors,
and familiarity with the hotel industry via the economic impact analysis of the proposed
downtown stadium and convention center project.

Areas of analysis should include:

• By what means has the wage been determined to be $15.37 per hour? With the
Affordable Care Act being implemented, how its implementation effect this figure, if at
all?

• Competitive Issues:
o Convention/Group/Corporate business:

• What would be the ability for area hotels to compete for future
convention business with Anaheim, San Diego, and San Francisco?

• How does the competitive environment change for group and corporate
meetings with surrounding areas such as West Hollywood, Pasadena,
Marina Del Rey, and others as well as regional competitors in Southern
California?

o Restaurant/Catering/Banquets:
• How would such a mandate impact restaurants and food service in

hotels?
• What is the rationale for exempting an identical business, such as a

restaurant or meeting venue, just because it is not in a hotel?

~:mia Associationof
. , , Beo & Breakfast Inns

'tI" CtlHmf'lfM11'~0kt::_~:~~;~~:A,n:
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Hotel ~ LDdglnD
AssoclalmlPROTECTING THE RIGHTS & INTERESTS OF THE CALIFORNIA LODGING INDUSTRY.

414 Twenty-Ninth Street I Sacramento, CA 95816-3211 I 916.444.5780 I www.ca!odging.com



o General Operations:
• Complete a comprehensive hotel & lodging industry wage survey.
• Identify operational changes (pricing, reduction in hours, services

elimination, etc.) that further compound the ability to compete with
other regional hotel properties?

o Size of Hotels:
• What will be the economic impact of hotels reducing the number of

rooms (see Long Beach example below)?
• How many employees will be displaced by these room reductions and

what is the impact upon the City of Los Angeles?
• What is the economic rationale for the size of an impacted hotel

proposed to be 100 rooms or greater?
• What is the difference in a 100 room hotel from a 300 room hotel (for

example) that would justify the increased wage mandate?

• Future Development:
o How will this impact the ability to attract hotel development/financing?
o Published reports indicate the Los Angeles Convention Center needs 4,000

additional hotel rooms to begin to be competitive - how does this mandate
effect the development and/or timing of any future development?

o If there would be an impact on development, how would this effect the City's
ability to attract marquee events, such as the Olympics?

• Exemptions:
o What is the economic rationale for exempting hotels with collective bargaining

agreements?
• Why don't union employees deserve a living wage?

o What is the rationale for including tipped employees that effectively earn a
wage above the proposed mandate?

• Review of comparable circumstances:
o LAX Living Wage:

• What is the nexus (equivalent to LAX)for expanding this mandate, and
why just hotels? Why wouldn't other employees deserve this increased
wage?

• Why are businesses with collective bargaining agreements exempt and
what is the economic analysis to employee wages.

• Of businesses that don't provide the higher tiered rate (excluding health
care benefits), how many employees utilized the additional hourly rate
to purchase health care coverage?

o Long Beach Living Wage:
• What is the impact on the (at least) 75 employees who lost jobs as a

direct result of this measure?
• What is the effect ofthe loss of revenue and taxes from the closure of

41 and 75 rooms, respectively, from the two area hotels which reduced
their room numbers?



• Of all hotel employees, how many were effected and how many did not
receive the living wage increase because they worked in union hotels?

• Administration:
o What is the annual cost to the City of Los Angeles to implement, monitor, and

respond to issues related to this mandate?
o How many employees would be required to administer this mandate?
o How would the tax collection receipts be affected?

In addition to these limited issues, the economic firm chosen to perform this economic analysis
should be agreeable to all stakeholders in this matter, studying the issue broadly and in its
entirety. The premise of raising wages to create additional spending must be coupled with the
cost of providing these wages and the reduction of jobs and income which will also affect the
economy.

Thank you for your consideration.

Sincerely,

1,:::!-
President & CEO

cc: Chair Price
Vice Chair Krekorian
Councilmember Cedillo
Councilmember Huizar
Councilmember Martinez



325 West 8th Street, Suite 901, Los Angeles, CA 90014
(213) 221-7161

VIA ELECTRONIC MAIL

March 25,2014

The Honorable Curren Price
Chair, Economic Development Committee
Los Angeles City Hall
200 North Spring Street, Room 420
Los Angeles, CA 90012

Re: Proposed Living Wage Ordinance; Council File 14-0223

Dear Councilmember Price:

This letter is submitted on behalf of the "Small Hotel Coalition for Jobs," a group of hotel
Owners who are concerned about the potential negative impacts the proposed living wage
ordinance will have 011 small hotels. We share your goal of reducing income disparity, and
applaud your efforts to solicit and incorporate stakeholder input at such an early juncture.
However, we have strong concerns about the singling out of one industry for this heavy mandate
that we understand would immediately nearly double the current minimum wage.

Before moving this proposal forward, we db agree that a study of its economic impacts is
absolutely imperative. The city must recognize that small hotels - those under 200 rooms
operate under a completely different economic reality than the larger, often publicly- or
syndicate-owned corporate hotels in Los Angeles. Many are independent, family-owned
businesses that provide a quality work environment - good wages, health benefits, and generous
bonuses. This, in turn, has resulted in many long-term satisfied employees. A one-size-fits-all
model is rarely successful in a city as diverse as Los Angeles. Thus, in the economic impact
study, we ask that YOU pay special attention to the issues we 'ye identified that are unique to small
hotel owners and consider increasing the lOO-room threshold. or come up with an alternative
method o(determining to which hotels the new policy will applv, i(anv,

I. Large Corporate Hotcls vs. Small Independent Hotcls: Economies of Scale

The average hotel size in the City of Los Angeles is 326 rooms, and most are affiliated with
larger, public corporations. Hotels with high room capacity generally benefit from economies of
scale which allow them to efficiently distribute fixed costs. They are able to share resources and
materials, and the result is a lower product cost. Smaller, independent hotels lack such
economies of scale. Small hotels operate under a different business model, and any substantial
cost increase must be made up elsewhere.



n. Loss of Jobs, Reduced Work Hours

Without an exemption, small hotel owners will be forced to cut costs to make ends meet. Many
of these hotels operate on very tight profit margins, and any increase in the cost of labor
threatens this delicate balance. Unfortunately, the likely result will be a loss of jobs, reduced
work hours, more outsourcing, and fewer services provided to guests. For the city, this equates
to more unemployment, less tax revenue and fewer consumers. This strategy is
counterproductive, and hurts the families the city is trying to help. Our coalition is available to
meet with the individuals who are preparing the economic impact study to provide more detailed
information about these impacts, among others.

HI. Tipped Employees and the Ripple Effect on Salaries

In addition, the proposed wage increase docs not take into consideration that many tipped
employees already make well over $15.37 an hour with tips. This will cause a devastating ripple
effect on salaries - adding even more costs to hotels. If passed, tipped hourly employees will
earn more than shift supervisors with more seniority or other employees with more advanced
skill sets. This creates personnel problems that can only be solved by increasing managerial
level salaries as well. This is financially infeasible and could lead to unintended consequences.
This ripple effect will occur with non-tipped employees as well.

IV. Increased Costs Cannot be Recouped with Higher Room Rates

Despite prevailing beliefs, substantially increased operating costs cannot simply be passed onto
consumers. Small hotels will not be able to recoup these costs with higher room rates because it
will put them at a significant disadvantage versus othersin their competitive set. If owners do
decide to increase room rates, they will likely price themselves out of the market and consumers
will head to hotels in City of Los Angeles adjacent communities such as West Hollywood, Santa
Monica, Marina Del Rey, Pasadena, Burbank, Glendale, EI Segundo, Torrance and Simi Valley,
which are not subject to wage ordinances of this kind. It is important that these issues, and
pricing vis-a-vis cities adjacent to Los Angeles, be carefully studied.

In addition, all arbitrarily set 100-room threshold will put small hotels in the 100-200 room
category at a competitive disadvantage with small hotels under 100 rooms. Those in the latter
category will not have to raise room rates to offset wage increases and will take market share
away from other small hotels in the City.

V. Reduction of .HotelDevelopment

Another issue to consider is the potential reduced development of hotels in the 100-room range,
such as adaptive reuse projects vital to Downtown's renaissance and other independent hotels
throughout the City. If projects do not "pencil out" in Los Angeles, adjacent communities will
once again reap the benefits of our high cost of doing business. Los Angeles will be hurt as more
hoteliers choose to develop elsewhere. Permanent and construction jobs will be lost as well as
an ongoing revenue stream of Transient Occupancy Tax the city would otherwise collect.

2



Conclusion

Finally, this proposal may bring about the unintended consequence of minimizing job
opportunities for youth. The hotel industry accounts for a large majority of seasonal and
temporary jobs for young workers, and hotel owners will be inclined to hire more experienced
workers at such a high starting wage. We strongly urge you to carefully examine these important
issues, and be mindful of the impact this proposal will have on small hotels in the City. We
thank you for your consideration and the opportunity to continue working with you.

Sincerely,

Veronica Perez
Small Hotel Coalition for Jobs

Cc: The Honorable Paul Krekorian
The Honorable Jose Huizar
The Honorable Gil Cedillo
TIle Honorable Nury Martinez
John Wickham, Chief Legislative Analyst's Office
Richard Williams, Office ofthe City Clerk

3
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Repaying Hospitality: Economic Impacts of Raising Hotel Workers'
Wages and Benefits in the City of Los Angeles

A report by the Economic Roundtable, underwritten by the Los Angeles Alliance for a New Economy

Executive Summary

A new, citywide minimum wage for all hotels with 100 or more rooms is being
considered. This new minimum wage would impact approximately 64 of the city's 87 large
hotels and over five thousand low-wage hotel workers in the City of Los Angeles. Based upon a
review of recent, local data including impacts to date of the 2008 Airport Hospitality
Enhancement Zone ordinance, the twenty year trend for citywide hotel openings and closures,
and the current growth of Los Angeles hotels' occupancy and revenue compared to other major,
domestic tourist destinations, our study concludes that a new minimum wage will not result in
significant relocation or cessation of current hotel business.

Average wages paid by hotels in the City of Los Angeles are well below the proposed
minimum wage of $15.37 per hour, with maids and housekeepers earning $9.03, desk clerks
earning $11.17, and bellhops earning $12.03 per hour. Compared with the rest of the nation, the
state and five other urban areas that compete with Los Angeles for tourists, the city ranks near
the bottom of the wage ladder for hotel workers and is competing with Phoenix for the lowest
hourly wages offered. Employees at city's unionized hotels earn 141 percent of the wages
earned by their counterparts at non-unionized hotels, more than the 118 percent nationwide
differential between union and non-union private sector workers.

Hotel workers employed in the City of Los Angeles currently earn $499 million in total
annual wages, and their household spending already supports the equivalent of 3,296 local, year-
long jobs and $469 million in local sales. If enacted, the ordinance would bring a combined
$33.7 million pay raise to hotel workers in its first year, with multiplier effects that would
support an additional 283 jobs and $39.6 million sales at local businesses. The cost of this pay
raise to $15.37 per hour could be paid for by hotels in at least two different ways:

1. Hotels could keep their prices and revenue the same, and reduce the portions of revenue
going to hotel ownership from 17.9 percent to 12.4 percent, enabling the share of revenue
going toward employee compensation to rise from 30.9 percent to 36.4 percent, or

2. Hotels could increase their revenue from room rates and other services by an average of
$3,351.23 per occupied room per year, or $9.18 per occupied room per day. The 64
hotels affected by the proposed ordinance have a total of 16,295 hotel rooms.

The second method - passing costs on to customers - is the likely means by which hotels would
generate the funds needed to pay the new minimum wage, but these methods could be blended.

Tourism accounts for an estimated 74 percent hotel business in the City of Los Angeles,
directly supporting over 12,000 jobs in all hotels citywide. Another 4,311 indirect and induced
jobs are supported by the tourism share of hotel business through local multiplier effects. In
addition, tourists directly support over 64,000 jobs in other City of Los Angeles industries. Out-
of-town visitors would pay three-quarters of the cost for the proposed minimum wage ordinance.



Repaying Hospitality: Economic Impacts of Raising Hotel Workers'
Wages and Benefits in the City of Los Angeles

A report by the Economic Roundtable, underwritten by the Los Angeles Alliance for a New Economy

Introductiou

This study analyzes the impact of a proposed increase in the minimum wage for hotels in
the City of Los Angeles with 100 rooms or more, presenting new information about the city's
hotel industry with an emphasis on its largest hotels.' Building upon earlier research by the
Economic Roundtable.' we analyze the potential economic impacts of both the proposed
minimum wage increase and a new paid sick leave benefit for hotel workers employed at the
city's large hotels. This research is carried out using both publicly-available and confidential
data sources about employers and workers, broken out by industry and occupation. It also
compares Los Angeles' hotel employers and workers to their peers in other major cities, and
presents data about variations within sub-market areas of Los Angeles.

Economic Impacts of a Citywide Minimum Wagefor Large Hotels

In July 2008, the City of Los Angeles adopted an ordinance to increase the minimum
wages and benefits of hotel workers employed at thirteen large hotel properties near Los Angeles
International Airport (LAX). The purpose of that ordinance is "to improve and encourage the
continuing growth and development of the business community in the Century Boulevard
Corridor, while simultaneously improving the welfare of service workers at LAX-area hotels by
ensuring that they receive decent compensationfor the work they perform.") While this
ordinance covers a relatively small geographic area known as the Airport Hospitality
Enhancement Zone - 0.22 square miles of parcels along or near Century Boulevard - it affects
over 7,000 hotel rooms and 2,900 hotel workers, 18 percent of the city's total hotel employment.

A proposed ordinance to increase in the minimum wage for hotels with 100 rooms or
more in the City of Los Angeles - as well as provide paid sick leave benefits - represents an
expansion of the 2008 Airport Hospitality Enhancement Zone ordinance. It would directly
impact approximately 57 large hotel properties citywide not already covered by the 2008 Airport
Hospitality Enhancement Zone ordinance, with over 20,000 additional hotel rooms and 8,700
additional hotel workers. Low wage occupations most likely affected would include
housekeepers, desk clerks, line cooks and banquet servers. The minimum hourly wage - initially
proposed at $15.37 per hour with pre-set annual increases, along with health and paid sick time
benefits - is different than the earlier LAX zone ordinance, but the types of large hotels affected
by the proposed ordinance would be similar.

The centerpiece of this report is an estimate of the economic impacts of the proposed
ordinance to increase the minimum wage at hotels with 100 rooms or more, as well as providing
hotel workers with paid sick days. This is preceded by an overview of the City of Los Angeles'
hotel industry and hotel workers, and then followed by a look at the share ofthe city's lodging
and linked economic activity tied to tourism.
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1. Hotel Market Characteristics, Indicators, and Effects of a Higher Minimum Wage

1a. Structure of the City of Los Angeles
Hotel Industry, based on Employment
Size Class and Number of Rooms

The City of Los Angeles's
hotel industry is diverse, with hotels
ranging in size from just a few rooms
to hundreds of rooms, some that are
family enterprises and others that are
corporate, and some that are single-site
establishment while others are national
chains. There are only 51 hotels with
100 or more employees, but these large
hotels employ enough workers to fill
12,360 job positions (Figure 1.1).

If the City of Los Angeles
enacted the proposed minimum wage
ordinance for hotels with 100 or more
rooms, the 87 local hotel establish-
ments affected represents 21 percent of
all hotel establishments in the City,
and includes thirteen large hotels

Table 1.1: Hotels and Hotel Employment
in the City of Los Angeles, Broken Out by
Number of Rooms and Employees

Figure 1.1: Number of Lodging Establishments by
Employment-Size Class, City of Los Angeles.
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already covered by the 2008 Airport
Hospitality Enhancement Zone
ordinance. Measured by employment,
12,542 jobs are based in the city's large
hotels with 100 or more rooms,
including those by the airport. This
represents 73 percent of hotel jobs in
the City of Los Angeles (Table 1.1).

Most of the City of Los
Angeles' lodging industry is situated in
well-known hotel concentrations.
Downtown Los Angeles and the
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Century Boulevard corridor leading to
LAX stand out, along with a swath of mid-
city hotels between Century City and
Hollywood (Figure 1.2). Other hotel
clusters are located in San Pedro, North
Hollywood, and Canoga Park.

Among the Los Angeles City
Council Districts, the 5th (mid-city), 11th
(LAX, plus Westwood and Venice) and
14th (downtown) stand out as having the
most hotels with 100 or more rooms
(Table 1.2). Every city council district has
at least one of these large hotels, and at
least 375 rooms potentially affected.

Table 1.2: Count of Large Hotels and Hotel
Rooms by City Council District, City of Los
Angeles

Hotels with Rooms in

100+ Rooms Hotels with
100+ Rooms

CD Count I Percent Count I Percent
1 3 3% 564 2%
2 3 3% 587 2%
3 5 6% 1,149 4%
4 4 5% 1,203 4%
5 13 15% 3,524 13%
6 4 5% 620 2%
7 3 3% 375 1%
9 3 3% 1,240 4%
10 1 1% 385 1%
11 20 23% 8,673 31%
12 3 3% 376 1%
13 5 6% 1,460 5%
14 16 18% 6,921 25%
15 4 5% 909 3%

Total 87 100% 27,986 100%

Source: Economic Roundtable analysis; hotel list compiled
by Los Angeles Alliance for a New Economy. This table
includes only hotels with 100 or more rooms located in the
City of Los Angeles.

Figure 1.2: Location of Hotels in the City of Los Angeles,
by Number of Rooms and City Council District

LA City Hotels
No. of Rooms

$ Less tha n 100

• 100 - 199• 200 - 299•300 or More

Source: Economic Roundtable analysis; hotel list compiled by
the Los Angeles Alliance for a New Economy.

The hotels currently operating in the City
of Los Angeles vary in age, with many of the
rooms in today' s inventory being added in the
1960s through the early 1990s (Figure 1.3). New
hotel construction was slowed in the 1990s by the
devastating aerospace sector collapse, the
accompanying recession that started in July 1990,
and a drop-off in the overseas commercial real
estate investment that had surged in Los Angeles
during the 1980s. Since 1995, 5,450 rooms were
added to the city's current inventory, with over 75
percent in larger hotels with 100 or more rooms.
Going forward, the new "normal" for the Los
Angeles hotel industry may be adding an average
of 200 or more new hotel rooms each year. That
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Figure 1.3: Year of Construction for Current Hotel Inventory in the City of Los Angeles, by Hotel Size
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Source: STR (Smith Travel Research, Inc.). 2013. 2000~2013 Trend Report for the Los Angeles Market Area,
This chart includes hotels with less than 100 rooms.

said, there are over 2,000 new hotel rooms either under construction or planned for completion in
the city by the year 2020.4 Furthermore, the City of Los Angeles is coming off of back- to-back
records years of tourist visits in 2011 and 2012, with projections of 50 million visitors annually
by the year 2020,5 While annual growth in Los Angeles' hotel inventory fluctuates, the demand
for hotel rooms by customers appears strong, and this can provide stability for implementing the
proposed minimum wage ordinance for hotel workers employed at large hotels.

In'the balance of Los Angeles County outside of the City of Los Angeles, the hotel room
inventory grew on par with the city through the 1960s, but from 1980 to 2010 saw more rooms
added than in the city (Figure 1.4). This is to be expected given that greater population growth
took place in the balance of the county than within the city from 1980 to 2010. While the total
population ofthe City of Los Angeles grew by 824,042 persons in that 30-year span (28 percent),
the balance of Los Angeles County grew by 1,516,906 persons (34 percent)." The addition of
currently under-construction and planned new hotel room capacity in the balance of Los Angeles
County appears likely to continue this trend.

Relocation or cessation of hotel businesses beyond the recent trend in the city of shifting
from older, smaller lodging establishments to newer, larger ones appears unlikely given the
recent growth and strong performance of the city's hotel industry and regional tourism overall.
Large hotels with 100 or more rooms located in the City of Los Angeles, if covered by a new
minimum wage ordinance, are likely to remain in business due to their established competitive
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Figure 1.4: Age of Current Hotel Room Inventory in the City of Los Angeles and the Balance of Los
Angeles County, for Hotels with 100 or More Rooms
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Source: STR (Smith Travel Research, lnc.). 2013. 2000~2013Trend Report for the Los Angeles Market Area.
This chart excludes hotels with less than 100 rooms.

advantage. This includes their established customer bases, proximity to places of interest in the
city (Downtown LA, Hollywood, etc.), niche-neighborhood presence, and existing brand and
marketing recognition.
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1b. Effects of a minimum wage requirement for hotels with 100 or more rooms on the hotel
industry in the City of Los Angeles, including the relocation or cessation of any hotels

A commonly assumed impact of legislated increases in the minimum wage is that, for
whichever jurisdiction is affected, businesses located in adjacent areas outside ofthat
jurisdictions will benefit from not having to comply with the new minimum wage. For a city
such as Los Angeles, with its irregular boundaries and neighbored by numerous smaller cities
and unincorporated areas (including a few that it completely surrounds), creating a citywide
minimum wage might create an uneven playingfield that adversely impacts the city's hotels. Is
it likely that the proposed minimum wage would encourage hotel customers to stay at hotels
located just outside the City of Los Angeles, but near enough for those guests to pursue the same
recreational, leisure, or business activities within the city? Or is it likely to encourage hotel
customers to stay at smaller hotels with less than 100 rooms in the City of Los Angeles that
would not be affected by the proposed ordinance? Is it likely that such customer choices would
cause hotel businesses to relocate away from the City, or for hotel properties to go out of
business?

One way of assessing the likely impacts ofthe proposed minimum wage ordinance on
large hotels citywide is to review the measurable effects of the Airport Hospitality Enhancement
Zone ordinance, examining average wages, employment, and average employees per room
before and after it went into effect in July 2008. Among the 13 large hotel properties near LAX
affected by that earlier ordinance, all are still operating." Although ownership and operator
management have changed for some of these hotel properties, their proximity to the airport, large
room capacities, and existing land use designations as "hotels," all make them too valuable to
close down, even during the recent severe recession.

Since 2003, the average monthly wages of all hotel workers employed in the Airport
Hospitality Enhancement Zone rose IS percent, from $2,334 to $2,683 in constant 2013 dollars
(Figure 1.5). This upward wage trend at LAX zone hotels closely follows that of other hotels
with 100 or more rooms located elsewhere in the City of Los Angeles, which includes both
unionized and non-union hotel properties, The 13 large hotels in the LAX zone had slightly
lower average wages than their citywide counterparts at the beginning of the recession, but that
gap closed by 2011. Comparatively, the city's hotels with less than 100 rooms and hotels located
in the balance of Los Angeles County have notably lower average wages, a trend the predates the
2008 Airport Hospitality Enhancement Zone ordinance. These latter two groups of hotels saw
stagnant or declining average wages during the recession.

Between 2003 and June 2008, employment at the LAX zone's 13 large hotels increased 9
percent, or by roughly 285 job positions directly employed at the hotels (Figure 1.6). Citywide,
employment at Los Angeles' large hotels grew 6 percent in this period, adding 495 jobs, while
hotels in the balance of Los Angeles County grew 18 percent (adding roughly 3,664 jobs). When
the LAX Hospitality Zone ordinance went into effect in July 2008, the Great Recession was
impacting Los Angeles' hotel business, leading to decreased numbers of overnight visitors and
lower overnight visitor spending in 2008 and 20098 Reflecting this economic downtown, the
number of hotel jobs at 13 large hotels in the LAX zone declined 13 percent from July 2008 to
the end of 20 11, or by roughly 444 job positions directly employed at the hotels. Since July
2008, employment at large hotels with 100 or more rooms in the rest of the city increased
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Figure 1,5: Average Monthly Wages of Hotel Workers, by Hotel Location, 2003-2011
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Figure 1,6: Monthly Hotel Employment, based on Hotel Location, 2003-2011
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during this same period by 7 percent, with roughly 596 net jobs added. Hotels with less than 100
rooms located in the city grew at a slightly lower rate in the same period, by 7 percent (303 net
jobs added), while hotels located in the balance of Los Angeles County declined by 9 percent
(1,733 net jobs lost).

It is worth noting that since 2008, the number of hotels in the 0.22 square mile LAX Zone
has not increased beyond the original 13 under that ordinance's jurisdiction, while the rest of the
City of Los Angeles has added several new large and small boutique hotels in this period
(discussed in report section la). Without new hotel properties being added to the city's overall
inventory, the city's large hotels located outside ofthe LAX Zone also experienced a decline in
employment since July 2008.9

Interestingly, an earlier difference between the four unionized and nine non-union hotels
located within the LAX zone has diminished since the 2008 ordinance went into effect: the ratio
of the number of hotel workers employed per hotel room (Figure 1.7). Among all hotels in the
LAX zone - which all have 100 or more rooms, there is a range of 0.39 to 0.49 hotel workers per
room. Since the recent recession and the 2008 ordinance went into effect, the ratios for both
union and non-union hotels in the LAX zone have declined slightly, and resemble each other
more than in the period before 2008.

Figure 1.7: Monthly Hotel Employment per Number of Hotel Rooms in the LAX Zone, 2003-2011
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Figure 1.8: Annual Hotel Openings and Closures in the City of Los Angeles, 1989-2012
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Source: STR (Smith Travel Research, lnc.). 2013. 2000~2013 Trend Report for the Los Angeles Market Area.

While the 13 hotels covered by the 2008 Airport Hospitality Enhancement Zone
ordinance have stayed in continuous operation, business failures are nonetheless a regular
occurrence in any industry. Since 1998,82 hotels have shuttered operations in the City of Los
Angeles, while 65 new hotels have started up (Figure 1.8). Part ofthis turnover of the city's
hotel inventory represents older, smaller hotels being replaced by newer, larger ones, but in some
cases it also represents hotel properties and investments shifting from declining neighborhoods to
aspiring ones. This turnover and change in the City of Los Angeles hotel industry is ongoing
part of the economy and would continue if the proposed minimum wage ordinance is enacted.
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1c. Comparison of occupancy rates and revenue for hotels located in Los Angeles and
other major US Cities in LA's competitive set: New York; Las Vegas, San
Francisco, San Diego and Phoenix. What does this indicate about the Los Angeles' ability to
retain and attract new hotel business with a living wage for hotels?

Occupancy rates at Los Angeles Hotels (75 percent in 2012) compare favorably with
those of its "competitive set," major urban centers with significant tourism business. Los
Angeles hotel occupancy trailed New York (84 percent) and San Francisco (80 percent) in 2012,
but has rebounded strongly from the Great Recession (December 2007 to June 2009, officially),
exceeding its mid-2000's high water mark of75 percent. San Francisco's lowest occupancy
rates followed the "Dot.com" recession (March 2001 to November 2001), falling as low as 61
percent. San Diego's hotel occupancy rate most closely resembles Los Angeles' over time, but
has fallen off to 71 percent, almost five percentage points below Los Angeles. Las Vegas (62
percent) and Phoenix (58 percent) have significantly lower hotel occupancy rates than Los
Angeles, and in 2012, both experienced declines (Figure 1.9).

Figure 1.9: Comparative Hotel Occupancy Rates for Los Angeles and Five Major U.S. Cities
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Source: STR (Smith Travel Research, tnc.). 2013. Trend Reports for Los Angeles, New York, Las Vegas, San Francisco, San Diego
and Phoenix Market Areas.

Total room revenues generated from the rental of hotel rooms is another means of
comparing Los Angeles to its competitive set. On this metric, Los Angeles and the rest of the
nation trail New York, which has experienced a long recovery from an abrupt decline after 9111,
albeit with a significant dip during the Great Recession. New York currently generates $7.9
billion annually from 75,654 hotel rooms, over twice as much as Los Angeles' $3.5 billion from
93,749 rooms. Since 2009, Las Vegas has been Los Angeles' peer in hotel revenue, and in 2012
generated $3.6 from its 140,956 rooms. San Francisco ($2.6 billion from 48,623 rooms), San
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Figure 1.10: Comparative Hotel Revenue for Los Angeles and Five Major U.S. Cities
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Source: STR (Smith Travel Research, tnc.). 2013. Trend Reports for Los Angeles, New York, Las Vegas, San Francisco, San Diego
and Phoenix Market Areas. Dollars represent billions of regional aggregate hotel revenue.

Diego (just under $2 billion from 48,216 rooms) and Phoenix ($1.4 billion from 51,883 rooms)
form the next lower tier of competitors (Figure 1.10).

Revenue per available hotel room - sold or unsold (RevPAR) - is an insightful statistic,
and Los Angeles hotels averaged $98 in 2012. San Diego similarly averaged $93 in revenue per

Figure 1.11: Comparative Hotel Revenue per Available Room for Los Angeles and Five Major U.S. Cities
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and Phoenix Market Areas.
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available room, and both trailed New York ($210 per available room) and San Francisco ($138
per available room) significantly. Phoenix ($61) and Las Vegas ($59) trailed the pack, although
the latter subsidizes its hotel room rates with revenues gained from casino gambling and live
entertainment, which are charged separately from rooms (Figure 1.11).

Hotels' average daily rates (ADR), which is equal to room revenue divided by the
number of rooms sold, is a further measure ofrealized revenue potential. Los Angeles hotels
earned $130 per room sold in2012, which was again very comparable to San Diego ($132 per
room sold). Both are seeing modest recoveries after the Great Recession, with Los Angeles
surpassing its earlier peak ADR ($129 per room sold in 2008). New York's 2012 ADR of$251
is the nation's highest, although it is leveling off at a rate lower than its pre-Great Recession peak
($276 per room sold in 2008). San Francisco's ($172 per room sold) exceeded Los Angeles'
rate, while Phoenix ($106 per room sold) and Las Vegas ($95 per room sold) trailed Los Angeles
and were still short of their pre-recession peaks (Figure 1.12).

Figure 1.12: Comparative Hotel Average Daily Rates for Los Angeles and Five Major U.S. Cities
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Source: STR (Smith Travel Research, lnc.). 2013. Trend Reports for Los Angeles, New York, Las Vegas, San Francisco, San Diego
and Phoenix Market Areas.

While these four hotel business trends - occupancy, revenue, revenue per available room,
and average daily rates - fluctuate over time, each region's overall inventory of hotel rooms is
changing as well. With hotel construction projects started in the early 2000's, hotel room
inventories have risen amongst several of Los Angeles' competitors. Since January 2000, Los
Angeles has added a modest 3,218 hotel rooms, a three percent increase. Meanwhile, New York
has added 30,038 hotel rooms, a 40 percent increase that enable it to surpass Los Angeles'
capacity in November 20 IO. In the same time span, Las Vegas has added 28,315 hotel rooms (a
20 percent increase since 2000), San Diego added 10,156 hotel rooms (a 21 percent increase),
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Phoenix added 10,107 hotel rooms (a 19 percent increase), and San Francisco added 2,651 hotel
rooms (a 5 percent increase) (Figure 1.13),

Figure 1,13: Comparative Regional Hotel Room Inventories for Los Angeles and Five Major U,S. Cities
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Source: STR (Smith Travel Research, Inc.). 2013. Trend Reports for Los Angeles, New York, Las Vegas, San Francisco, San Diego
and Phoenix Market Areas.

Los Angeles' recent hotel business growth trends have been built upon a relatively
unchanged net inventory of hotel rooms, However, as mentioned earlier, this situation will
change over the next five years with eight new hotels currently under construction or planned for
completion by the year 2020, This represents 2,846 new hotel rooms in tbe City of Los Angeles,
63 percent of the 4,508 new hotel rooms expected to open countywide.'? Once completed and
opened for business, Los Angeles' countywide hotel room inventory will exceed one hundred
thousand for the first time in its history, and amount to an 8,2 percent increase since 2000.

Available information indicates that large hotels citywide can sustain this growth while
also providing a living wage for hotel workers, given that:

• Hotel occupancy and revenue rates have already recovered from the effect of the recent
Great Recession, demonstrating strong and growing demand at the same time that some
of Los Angeles' competitors struggle,

• Profitability - measured by revenue per available room and average daily rates - is
climbing for Los Angeles hotels.
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• The number of new hotel rooms under construction or planned demonstrates the belief of
property developers that the Los Angeles hotel market will continue to grow.

• Local and national tourism experts predict substantial growth in the number of visitors
coming to Los Angeles in the coming years, with 50 million visitors projected by the year
2020.11

• Twenty one hotels in the City of Los Angeles, with over 10,000 combined rooms, are
unionized and already paying living wages with good benefits.

• Nine hotels covered under the 2008 Airport Hospitality Enhancement Zone ordinance
but not unionized, with over 4,500 combined rooms, are also paying living wages with
good benefits.

• Developers of new hotels are increasingly negotiating project agreements with the City
of Los Angeles that include unionization pacts, ensuring that more hotel employees will
earn living wages and benefits.

• New York hotels have the highest occupancy, revenue, revenue per available room, and
average daily rates, but also have among the highest average wage rates for hotel
workers, as presented in the next section of the report.

All of these trends indicate that the Los Angeles region is retaining and attracting new hotel
business with the capability to also pay hotel workers a living wage.
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2a. Wage Rates/or Hotel Workers Employed in the City of Los Angeles, by Occupation

Across all hotels located in the City of Los Angeles, workers are employed in a variety of
job positions, but there are eleven hotel occupations with at least a thousand employed at a given
time. Foremost among these are Maids and Housekeepers with over 10,000 employed in city
hotels, followed by Desk Clerks
(3,600) and Waiters and Waitresses
(3,510).12 The large number of
workers employed in the city's
eleven largest hotel occupations
allows the use American
Community Survey data reported
by workers themselves, and
therefore includes those working
informally ("off-the-books"), with
some possibly paid less than the
current statewide minimum wage of
$8.00 an hour. These data, while
insightful, are not reliable for other
hotel occupations with fewer
workers, and include workers at
hotels with less than 100 rooms.

Hotel worker wages in the
City of Los Angeles vary from
Maids and Housekeepers earning
an average 0[$9.03 per hour to
Lodging Managers earning $17.12
per hour (Figure 2.1). Desk Clerks
($11.17 per hour), Janitors and
Building Cleaners ($11.44 per
hour), Parking Lot Attendants
($11.49 per hour), Baggage
Porters, Bellhops, and Concierges
($12.03 per hour) and hotel
Restaurant Cooks ($13.31 per hour)
also have average wages at the low
end of the industry range. These
data include both unionized as well as non-union hotels, so wages for workers employed at the
latter are more likely to be below these citywide occupational averages. The "Other Hotel
Industry Occupations" in the last bar of Figure 2.1 represent less numerous management-level
occupations, as well as those involved in advertising and promotion, billing, reservations, payroll
and human resources, many with wage rates above the proposed minimum wage.

2. Current Hotel Worker Wages

Figure 2.1: Hotel Industry Average Wage Rates, by
Occupation, City of Los Angeles (Adj. to 2013 dollars)

Parking Lot Attendants

Hote!, Motel, and Resort Desk Clerks

Baggage Porters, Bellhops, and
Concierges

Janitors and Building Cleaners

Maids and Housekeeping Cleaners

Mise Dining Room and Cafeteria
Attendants and Bartender Helpers

Food Servers, Nonrestaurant

Waiters and Waitresses

Bartenders

Cooks, Restaurant

Lodging Managers

(All Other Hotel Industry
Occupations)

$0 $5 $20$10 $15
Hourly Wage Rate

Source: U.S. Census Bureau. 2013. American Community SUNey, 5-Year
Public Use Microdata Sample (PUMS), 2007-2011. Adjusted to first-half 2013

dollars ustno the CPI- All Urban Consumers for Lc-Riverside-Oranoe Co .. CA



18 Repaying Hospitality: Economic Impacts of a Hotel Minimum Wage

2b. Wage Differences between Unionized and Non-Unionized Hotels in the City of Los Angeles

Labor unions organize workers so that they can collectively bargain for a legal contract
with employers, which includes wage and benefit standards. In the City of Los Angeles, how
has unionizing affected current hotel employee wages? Citywide, there are currently 23
unionized hotels with 100 or more rooms (four of which are located in the LAX zone)." This
report section compares current wages of workers employed in the city's 23 unionized hotels
.with 64 non-union hotels also located in the City of Los Angeles, all with 100 or more rooms.

In 2011, average monthly wages for all employees in large, unionized hotels were $3,441
per month, while the comparable large, non-union hotels paid an average of$2,436 per month
(Figure 2.2). The hourly wage rate equivalents are $19.85 per hour for workers at unionized
hotels, $14.06 per hour for workers at non-unionized hotels; the annual wage equivalents are
$36,209 yearly for workets at unionized hotels, $25,637 for workers at non-unionized hotels,
assuming full time hours. In the City of Los Angeles, employees at unionized hotels earn 141
percent of the wages earned by their counterparts at non-unionized hotels. This exceeds the
nationwide, private sector wage differential between unionized and non-unionized workers of
118 percent in 2011.14

Figure 2.2: Average Monthly Wages for All Employees in Unionized and Non-Unionized Hotels with 100
or More Rooms, City of Los Angeles, in 2013 Dollars

$4,000 m~~~~~~~~~-
U> $3,500 1----------
(1)
(1)
c-,
o
Q. $3,000
E
w
;j"i $2,500
g
rn
~ $2,000 .
'>,zC $1,500
o
::;:
1l, $1,000
~
(1)

~ $500·

$0
a N '" " a N '" " a N '" " a N co -sr a N '" -e-

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

" r-; r-, r-, co co co '" '" '" c» c» 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 ;; ;; ;; ;; ;; ;;0 0 0 0 0 0 0 0 0 0 0 0 0 0
N N N N N N N N N N N N N N N N N N N N

Source: Economic Roundtable analysis; California Employment Development Department, 2011, Quarterly Census of Employment
and Wages, City of Los Angeles. Due \0 data limitations, all local hotel employees are included in the average monthly wages, from
managers to housekeepers. All wages adjusted to first-half 2013 dollars using the Consumer Price Index - All Urban Consumers for'
Los Anqetes-Rlverslde-Oranqe County, CA.
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Zc. Comparative Hotel Wage Rates for the City of Los Angeles and Other Major Destinations

How do wage rates for hotel workers in the City of Los Angeles compare to those
elsewhere, such as those in the balance of Los Angeles County and the state California, as well
as other major cities such as New York, Las Vegas, San Francisco, San Diego and Phoenix?"
For hotel occupations with the most workers, the City of Los Angeles ranks near the bottom, and
is competing with Phoenix for the lowest hourly wages offered in four out of five occupations
shown in Figure 2.3. Comparatively, New York City and Las Vegas typically pay the highest
hourly wages for these occupations. (For detailed average hourly and annual wages for 20
occupations employed in hotels, see Data Appendix Tables 1 and 2,)

Figure 2,3: Comparative Average Hourly Wage Rates for Select Occupations in the Hotel Industry

$25,00

$5.00

Maids and Housekeeping
Cleaners

Janitors and Building
Cleaners

$20,00

$15.00

$10,00

$0.00

Source: U.S. Census Bureau. 2013. American Community Survey, 5- Year Public Use Microdata Sample (PUMS), 2007-2011.
All wages adjusted to first-half 2013 dollars using the Consumer Price Index - All Urban Consumers for los Angeles-Riverside-
Orange County, CA.

Among Maids and Housekeeping Cleaners employed in hotels, those in Phoenix earn
$7,73 per hour and those in Los Angeles earn $9.03 per hour. Those in the rest of Los Angeles
County earned $9,52 per hour, while Maids and Housekeeping Cleaners statewide averaged
$9,65 per hour. New York City ($21.14 per hour) and Las Vegas ($13.29 per hour) were the
only areas with a wage rate over $10,

Janitors and Building Cleaners employed in hotels have wages rates starting at $11 per
hour, starting in Phoenix, where these workers earn an average of $11.14. The City of Los
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Angeles is the next lowest for these workers, at $11.44, followed by those in San Francisco
hotels ($11.91 per hour). Those employed in San Diego earn $12.30 per hour, slightly higher
than the rest of Los Angeles County ($11.93) and the state of California as a whole ($11.94).
Again, Janitors and Building Cleaners employed in New York hotels ($17.08 per hour) and Las
Vegas ($13.70 per hour) had the highest average wages.

Dining Room Attendants and Bartender Helpers - including workers engaged in hotels'
function room service - fare better in the City of Los Angeles ($14.01 per hour), the rest of Los
Angeles County ($14.49 per hour) and California as a whole ($13.03 per hour) compared to San
Diego ($9.47 per hour) and Phoenix ($7.68 per hour). Dining Room Attendants and Bartender
Helpers employed in New York ($17.14 per hour) and Las Vegas ($13.83 per hour) hotels once
again have the highest average wage rates .

. Baggage Porters, Bellhops, and Concierges earn $12.03 per hour in the City of Los
Angeles hotels, the lowest rate among all those compared except for Phoenix hotels ($11.06 per
hour). The highest wages are found in New York hotels ($18.40 per hour), followed by hotels
located elsewhere in Los Angeles County ($18.06 per hour). Hotel Baggage Porters, Bellhops,
and Concierges employed in the other comparison areas earn between $14.19 (California
statewide) and $16.29 (Las Vegas) per hour.

Hotel, Motel, and Resort Desk Clerks in the City of Los Angeles earn $11.17 per hour,
the second lowest after Phoenix ($10.52 per hour). Those working in Las Vegas earn the most
($14.98 per hour), followed by New York ($14.11 per hour). Other Hotel, Motel, and Resort
Desk Clerks studied receive wages from $11.43 (San Diego) to $13.04 (San Francisco) an hour.
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3. Economic Impacts of the Proposed Minimnm Wage Ordinance

3a. Current Economic Impacts of Hotel Worker Wages

The economic impacts of hotel workers in the City of Los Angeles are measured by the
amount of household spending that their current wages allow, We utilize an input-output model
of the City of Los Angeles' economy for estimating the local economic impacts of this
household spending, using IMPLAN software and regional accounts data:

Table 3.1: Economic Impacts of Current Hotel Worker Wages, City of Los Angeles, in 2013 Dollars

Hotel Workers' Distribution Est. Aggregate
Economic Impacts of Current Worker Wages

Household of Hotel Induced Induced Labor Induced Value Induced Output
Wage Ranges Workers Annual Wages

Jobs Income Added (sales)

< $1 Ok/year 2.90% $2,090,688 17.6 $898,172 $1,577,273 $2,448,579

$10-$15kJyear 1.90% $1,780,690 14.3 $764,440 $1,334,901 $2,082,502

$15-$25kJyear 8.70% $12,544,131 92.9 $4,907,745 $8,637,020 $13,392,036

$25-$35kJyear 12.80% $27,683,598 228.8 $11,935,000 $20,780,702 $32,518,442

$35-$50kJyear 19.50% $59,746,829 501.4 $25,966,134 $45,083,891 $70,228,909

$50-$75kJyear 19.80% $89,214,722 702.2 $36,679,553 $64,768,218 $101,049,520

$75-$100kJyear 14.20% $89,575,185 668.6 $34,656,053 $61,669,186 $95,962,305

$100-$150kJyear 13.60% $122,557,597 632.1 $32,430,536 $57,727,880 $89,899,898

$150k+ /Year 6.50% $93,720,516 437.9 $22,250,200 $39,076,942 $61,196,014

Total 100.00% $498,913,955 3,296.0 $170,487,833 $300,656,013 $468,778,203

Source: Economic Roundtable analysis; U.S. Census Bureau. 2013. American Community Survey, 5- Year Public Use Microdata
Sample (PUMS), 2007~2011; U.S. Census Bureau. 2013. Los Angeles County, California.' 2011 County Business Patterns (NAICS)
[Table]: Minnesota IMPLAN Group, lnc., IMPLAN System 2011 data ("County Plus Packaqe") and 2013 software.

The aggregate annual wage of
all hotel workers in the City of Los
Angeles is $499 million (Table 3.1).
When workers take these earnings
home, their household spending
supports the equivalent of 3,296 local,
year-round jobs and $468,8 million in
local sales. These induced jobs and
sales are dispersed throughout the
local economy (Figure 3.1),16 where
the consumption of goods and services
by hotel workers' households
generates demand for:

• Grocery & Retail Stores
• Eating and Drinking Places
• Hospitals & Doctors' Offices
• Automotive Dealers and Repair
• Amusement and Recreation
• Nursing and Protective Care
• Rent and Mortgage Payments

Figure 3.1: Worker Household Spending Patterns.

Health Care
19%

Eating Out
5% Retail & Wholesale

Businesses
12%

Gas Stations
4%

Phone Services
2%

Banking Services
- 4%

Rent
17% Child Care

1%

AI! Other
36%

Source: Economic Roundtable illustration based on the IMPLAN input-
output model and national household survey data. Minnesota IMPLAN

Group, lnc., IMPLAN System 2011 data and 2013 software.
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3b. Economic Impacts if a Citywide $15.37 per Hour Minimum Wage is Enacted

If the City of Los Angeles enacts a new $15.37 per hour minimum wage for employees of
hotels with 100 or more rooms, 17 added economic impacts will come from increased wages paid
to hotel workers currently earning less than this proposed rate. The affected workers fall into
two distinct groups in our analysis:

A. Those employed at nine non-union hotels with 100 or more rooms and located inside of
the city's Airport Hospitality Enhancement Zone currently earning at least $12.16 per
hour due to that 2008 ordinance, but less than $15.37 per hour. There are approximately
2,007 workers employed at these nine hotels (Table 3.2), with a subset currently earning
less than $15.37 per hour. (See Data Appendix 3 for a list of hotels in these groups.)

B. Those employed at non-union hotels with 100 or more rooms and located outside of the
Airport Hospitality Enhancement Zone, currently earning at least $8.00 per hour (the
statewide minimum wage), but less than $15.37 per hour. There are approximately 4,540
workers employed at 55 hotels in this category (Table 3.2), with a subset currently
earning less than $15.37 per hour.

Hotel workers unaffected by the proposed ordinance would comprise three additional groups:

C. Those employed at smaller hotels in the City of Los Angeles with less than 100 rooms.
There are approximately 4,693 workers employed at 240 hotels in this category (Table
3.2) and they would not be covered
by the proposed ordinance.

D. Those employed in the City of Los
Angeles' larger hotels with 100 or
more rooms that are also unionized,
since all ofthese workers already
have wages at or above $15.3 7 per
hour. There are 23 of these large
hotel properties in the city (four of
which are located in the Airport
Hospitality Enhancement Zone), 18

employing approximately 5,995
total workers (Table 3.2).

E. All other hotel workers already
earning $15.37 per hour or more. This category includes workers at non-unionized hotels
with 100 or more rooms, but working in management, supervisory or professional job
occupations. These occupations can include general operations and sales managers, food
service managers, human resources and training specialists, meeting and convention
planners, security supervisors, chefs and head cooks.

The following report sections calculate the aggregate, citywide increase in wages needed to bring
hotel workers in Groups A and B up to $15.37 per hour, separating out hotel workers in group E
who already earn more that this proposed minimum wage.

Table 3.2: Number of Hotel Employees in the City of
Los Angeles. by Hotel Room Size, Union Status, and
Whether Located in the Airport Hospitality
Enhancement Zone

100+ Under
Room 100 Total
Hotels Rooms

Unionized,All 5,995 0 5,995
Non-Union, in LAX Zone 2,007 0 2,007

Non-Union, non-LAX 4,540 4,693 9,233
Total 12,542 4,693 17,235

Source: Economic Roundtable analysis; California Employment
Development Department. 2011. Quarterly Census of Employment
and Wages, City of Los Angeles; U.S. Census Bureau. 2013. Los
Angeles Co., CA: 2011 County Business Patterns (NAICS) [Table).
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Group A: Workers at Nine Large, Non-Union Hotels in the LAX Zone

Hotel workers employed at nine large, non-union hotels located along Century Boulevard
near Los Angeles International Airport'? would be among those affected by the proposed
citywide minimum wage ordinance, if they earn less than $15.37 per hour. Even though these
2,007 workers are already under the jurisdiction of the 2008 Airport Hospitality Enhancement
Zone, which currently sets a wage floor of $12.16 per hour,2othe newly proposed citywide
ordinance would add up to $3.21 per hour more to some of these workers' pay.

How many would be affected by the proposed ordinance? Using an industry-occupation
matrix for Los Angeles as a composite guide, 21 approximately 1,623 (81 percent) of hotel
workers in Group A earn wages between $12.16 and $15.37 per hour, not counting any informal,
off-the-books workers that may earn lower wages? These lowest paid hotel workers employed
at the city's nine large, non-union hotels in the LAX zone are employed in several different
occupations shown in Table 3.3. Their average hourly rates are the equivalent of annual earnings
starting at $22,180 in 2013, assuming that hotel employees work 1,824 hours per year - the
average for hotel workers in Los Angeles." As a point of comparison, the 2012 federal poverty
threshold for a family offour with three children was $23,364 in annual income." The proposed
new minimum annual wage for hotels with 100 or more rooms in the City of Los Angeles is
$28,035 ($15.37 per hour, multiplied by 1,824 annual work hours).

If all the approximately 1,623 workers currently earning less than $28,035 per year at the
nine large, non-union hotels in the LAX zone got a raise in pay to that new wage floor, it would
bring significant additional induced economic impacts to their communities, as discussed in the
report section 3a. Their aggregate wage increase would add up to $10.3 million dollars per year,
with increases varying from $90 to $5,800 in annual pay per worker affected. Table 3.3 shows
the total and disaggregated annual wage increase amounts for the 35 hotel occupations that
would be affected by this raise, along with the estimated number of affected workers and the
aggregate annual wage increases. For each occupation in the table, the aggregate annual wage
increase is computed as follows:

Aggregate
Annual
Wage

Increase (
Proposed
Minimum

Hourly Wage
($15.37)

Current
Hourly
Wage ) X

Average
Hours

Worked
per Year
(1,824)

X
Estimated
Number
of Job

Positions
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Table 3.3: Current and Proposed Wages for 1,623 Affected Hotel Workers Employed within the City of
Los Angeles' Airport Hospitality Enhancement Zone (Group A), by 35 Detailed Occupation

CUrrent Current Proposed Annual Aggregate
SOC Occupational Title

Est Mean Mean Minimum Wage Annual
Code Jobs Hourly Annual Annual Increase Wage

Wage Wages Wage Amt. Increase

33-9032 Security Guards 25 $13.32 $24,300 $3,735 $93,306
35-2012 Cooks, Institution & Cafeteria 4 $14.31 $26,104 $1,931 $8,040
35-2014 Cooks, Restaurant 76 $15.13 $27,595 $440 $33,427
35-2015 Cooks, Short Order 26 $14.11 $25,736 $2,299 $59,830
35-2021 Food Preparation Workers* 12 $12.16 $22,180 $5,855 $84,592
35-3011 Bartenders 51 $13.06 $23,821 $4,214 $214,911
35-3021 Combined Food Prep., Serving Workers" 26 $12.16 $22,180 $5,855 $243,298
35-3022 Coffee Shop, Concession Attendants" 8 $12.16 $22,180 $5,855 $62,066
35-3031 Waiters & Waltresses* 183 $12.16 $22,180 $5,855 $1,062,295
35-3041 Food Servers, Non-Restaurant" 50 $12.16 $22,180 $5,855 $296,980
35-9011 Dining Room & Cafeteria Attendants .. 61 $12.16 $22,180 $5,855 $444,174
35-9021 Dishwashers" 47 $12.16 $22,180 $28,035 $5,855 $325,104
35-9031 Hosts/Hostesses, Restaurant & Lounge 26 $12.37 $22,569 per year $5.466 $139,378
35-9099 Other Food Prep., Serving Workers'" 4 $12.16 $22,180 $5,855 $24,337
37-2011 Janitors & Cleaners" 75 $12.16 $22,180 $5,855 $648,607
37-2012 Maids & Housekeeping Cleaners" 536 $12.16 $22,180 ($15.37 $5,855 $4,202,757

per hour
37-3011 Landscaping & Groundskeeping Workers 6 $12.96 $23,637 X $4,398 $25,177
39-3091 Amusement & Recreation Attendants* 7 $12.16 $22,180 1,824 $5,855 $53,638
39-3093 Coatroom, & Dressing Room Attendants 6 $12.39 $22,606 annual $5.429 $33,903
39-5092 Manicurists & Pedicurists" 6 $12.16 $22,180 work $5,855 $63,450,

hours, the
39-6011 Baggage Porters & Bellhops" 36 $12.16 $22,180 LA City $5,855 $294,765
39-6012 Concierges 15 $14.03 $25,588 hotel $2,446 $35,651
39-9032 Recreation workers- 6 $12.16 $22,180 industry $5,855 $50,919
41-2011 Cashiers" 14 $12.16 $22,180 average) $5,855 $80,930
43-2011 Answering Service Operators 19 $13.79 $25,147 $2,888 $55,617
43-3031 Bookkeeping & Accounting Clerks 32 $15.32 $27,945 $90 $2,909
43-4081 Hotel, Motel, & Resort Desk Clerks" 187 $12.16 $22,180 $5,855 $1,172,310
43-4171 Receptionists & Information Clerks 3 $13.13 $23,950 $4,085 $12,755
43-5071 Shipping, Receiving, & Traffic Clerks 2 $14.21 $25,920 $2,115 $4,403
43-5081 Stock Clerks & Order Fillers 3 $13.03 $23,766 $4,269 $11,109
43-9061 Office Clerks, General 9 $14.41 $26,288 $1,747 $15,456
51-3011 Bakers 1 $15.32 $27,945 $90 $94
51-6011 Laundry & Dry-Cleaning Workers* 34 $12.16 $22,180 $5,855 $272,695
53-3041 Shuttle Drivers & Chauffeurs* 7 $12.16 $22,180 $5,855 $53,916
53-6021 Parking Lot Attendants* 19 $12.16 $22,180 $5,855 $155,515
Totals 1,623 $10,338,316

Source: Economic Roundtable analysis; California Employment Development Department, Labor Market Information Division,
Industry-Occupation Matrix 201112012 for Los Angeles County (developed in cooperation with the Bureau of Labor Statistics). All
wages adjusted to first-half 2013 dollars using the Consumer Price Index - All Urban Consumers for Los Angeles-Riverslde-
Orange County, CA. Data for all hotels in Los Angeles County are used as a proxy for the occupational employment and wage
distribution within the City of Los Angeles's current non-union hotels with 100 or more rooms, since data from the American
Community Survey (used in Section 2a of this report) is not detailed or reliable enough for all 35 hotel occupations to be used for
this purpose. Computations in table reflect decimal values not shown, with rounding of cel! values accounting for errors.
'" Indicates occupations with wages affected by the 2008 Airport Hospitality Enhancement Zone, but which have lower average
wages elsewhere in Los Angeles.
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Group B: Workers at 55 Large. Non-Union Hotels outside the LAX Zone

Another, larger group of hotels (and workers) to be affected if the proposed minimum
wage ordinance is passed are non-union hotels with 100 or more rooms, located in the City of
Los Angeles but outside of the Airport Hospitality Enhancement Zone. There are approximately
4,540 total workers employed at the 55 hotels in this group and 3,670 (81 percent) ofthem
currently earn wages under $1537 per hour."

Under the proposed ordinance, the aggregate wage increase needed for workers employed
at Group B hotels will be greater than for the workers employed in Group A hotels because more
potentially affected hotel workers are located outside the LAX zone, and their current wage floor
is lower, equal to the statewide minimum wage of $8.00 per hour, Again using an industry-
occupation matrix for Los Angeles to estimate the numbers employed in each, these potentially
affected hotel workers have average hourly wages ranging from $9.80 to $1532 occupation
(Table 3.4). These hourly rates are the equivalent of annual earnings from $17,875 to $27,945,
assuming that hotel employees work the City of Los Angeles hotel industry average of 1,824
hours per year.

If the proposed minimum wage ordinance passes and the pay of all of the approximately
3,670 hotel workers currently earning less than $15.37 per hour is increased to the new wage
floor, there would be a substantial boost to their households' standard of living. Their collective
wage increase would add up to $23.4 million dollars per year and would bring significant
additional induced economic impacts to their communities, as explained earlier. Table 3.4 shows
the disaggregated annual wage increase amounts for the 35 hotel occupations that would be
affected by this raise, along with the estimated number of affected workers and their aggregate
annual wage increases. For each occupation in table 3.4, the aggregate annual wage increase is
computed as follows:

Aggregate
Annual
Wage

Increase (
Proposed
Minimum

Hourly Wage
($15.37)

Current
Hourly
Wage ) X

Average
Hours

Worked
per Year
(1,824)

X
Estimated
Number
of Job

Positions
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Table 3.4: Current and Proposed Wages for 3,670 Affected Hotel Workers Employed in the City of Los
Angeles but outside the LAX Zone (Group B), by 35 Detailed Occupation

Current CUrrent Proposed Annual Aggregate
SOC Occupational Title short Est. Mean Mean Minimum Wage Annual
Code Jobs Hourly Annual Annual Increase Wage

Wage Wage Wage Amt Increase

33-9032 Security Guards 57 $13.32 $24,300 $3,735 $211,051
35-2012 Cooks, Institution & Cafeteria 9 $14.31 $26,104 $1,931 $18,185
35-2014 Cooks, Restaurant 172 $15.13 $27,595 $440 $75,609
35-2015 Cooks, Short Order 59 $14.11 $25,736 $2,299 $135,330
35-2021 Food Preparation Workers 28 $11.66 $21,262 $6,773 $191,340
35-3011 Bartenders 115 $13.06 $23,821 $4,214 $486,111
35-3021 Combined Food Prep., Serving Workers 59 $10.24 $18,685 $9,350 $550,319
35-3022 Coffee Shop, Concession Attendants 19 $11.28 $20,581 $7,454 $140,389
35-3031 Waiters & Waitresses 413 $12.18 $22,220 $5,815 $2,402,824
35-3041 Food Servers, Non-Restaurant 113 $12.11 $22,091 $5,944 $671,745
35-9011 Dining Room & Cafeteria Attendants 139 $11.40 $20,802 $7,233 $1,004,685
35-9021 Dishwashers 107 $11.61 $21,170 $28,035 $6,865 $735,359
35-9031 Hosts/Hostesses, Restaurant & Lounge 58 $12.37 $22,569 per year $5,466 $315,262
35-9099 Other Food Prep., Serving Workers 8 $11.71 $21,354 $6,681 $55,049
37-2011 Janitors & Cleaners 171 $10.66 $19,440 $8,595 $1,467,095
37-2012 Maids & Housekeeping Cleaners 1,212 $11.07 $20,195 ($15.37 $7,840 $9,506,289per hour
37-3011 Landscaping & Groundskeeping Workers 13 $12.96 $23,637 X $4,398 $56,947
39-3091 Amusement & Recreation Attendants 16 $11.33 $20,673 1,824 $7,362 $121,324
39-3093 Coatroom, & Dressing Room Attendants 14 $12.39 $22,606 annual $5,429 $76,687
39-5092 Manicurists & Pedicurists 14 $9.80 $17,875 work $10,160 $143,519hours, the
39-6011 Baggage Porters & Bellhops 81 $10.87 $19,826 LA City $8,208 $666,734
39-6012 Concierges 33 $14.03 $25,588 hotel $2,446 $80,639
39-9032 Recreation Workers 14 $10.90 $19,882 industry $8,153 $115,174
41-2011 Cashiers 31 $12.09 $22,054 average) $5,981 $183,058
43-2011 Answering Service Operators 44 $13.79 $25,147 $2,888 $125,802
43-3031 Bookkeeping & Accounting Clerks 73 $15.32 $27,945 $90 $6,580
43-4081 Hotel, Motel, & Resort Desk Clerks 424 $11.94 $21,778 $6,257 $2,651,668
43-4171 Receptionists & Information Clerks 7 $13.13 $23,950 $4,085 $28,852
43-5071 Shipping, Receiving, & Traffic Clerks 5 $14.21 $25,920 $2,115 $9,960
43-5081 Stock Clerks & Order Fillers 6 $13.03 $23,766 $4,269 $25,127
43-9061 Office Clerks, General 20 $14.41 $26,288 $1,747 $34,960
51-3011 Bakers 2 $15.32 $27,945 $90 $212
51-6011 Laundry & Dry-Cleaning Workers 77 $10.95 $19,974 $8,061 $616,814
53-3041 Shuttle Drivers & Chauffeurs 15 $11.00 $20,066 $7,969 $121,954
53-6021 Parking Lot Attendants 42 $10.82 $19,734 $8,301 $351,762
Totals: 3,670 $23,384,416

Source: Economic Roundtable analysis; California Employment Development Department, Labor Market Information Division,
Industry-Occupation Matrix 201112012 for Los Angeles County (developed in cooperation with the Bureau of Labor Statistics). All
wages adjusted to first-half 2013 dollars using the Consumer Price Index - All Urban Consumers for Los Angeles-Riverside-
Orange County, CA. Data for all hotels in Los Angeles County are used as a proxy for the occupational employment and wage
distribution within the City of Los Angeles's current non-union hotels with 100 or more rooms, since data from the American
Community Survey (used in Section 2a of this report) is not detailed or reliable enough for all 35 hotel occupations to be used for
this purpose. Computations in table reflect decimal values not shown, with rounding of cell values accounting for errors.
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Based upon the preceding Tables 3.3 and 3.4, the aggregate wage increase for all hotel workers
affected by the proposed $15.37 per hour ordinance is as follows:

Hotel GroupfType
A. Non-union, LAX hotels w/1 00+ rooms
B. Non-union, non-LAX hotels w1100+ rooms

Total

Affected Workers
1.623
3,670

5,293

Aggregate Wage Increase Cost
$10,338,316
$23,384,416

$33,722,732

The induced economic impacts of this $33.7 million annual pay raise - an average of $6,371 of
additional earned income for affected hotel workers - would support the equivalent of an
additional 283 local, year-round jobs and $39.6 million in induced local annual sales in the
community (Table 3.5). In the table, the 5,293 hotel workers affected by the new minimum
wage are divided into three household income ranges, assuming that there are 1.6 workers per
worker household in the City of Los Angeles.f

Table 3.5: Economic Impacts of Additional Wages for 5,293 Hotel Workers Raised to the Proposed
$15.37 per Hour Minimum Wage, City of Los Angeles

Hotel Workers' Distribution Number Est. Economic Impacts of Current Worker Wages

Household of Hotel of Aggregate Induced
Workers by Affected Additional Induced Induced Induced OutputWage Ranges Hshld. Inc. Workers Wages Jobs labor Income Value Added Isales}

$25-$35k1year <2% 105 $1,000,586 8.3 $431,374 $751,090 $1,175,334
$35-$50klyear 78% 5,079 $32,712,351 274.5 $14,216,877 $24,684,157 $38,451,459
$50-$75k1year <2% 109 $9,795 0.1 $4,027 $7,111 $11,095

Total 81%* 5,293 $33,722,732 282.9 $14,652,278 $25,442,358 $39,637,888

Source: Economic Roundtable analysis; U.S. Census Bureau. 2013. American Community Survey, 5-Year Public Use Microdata
Sample (PUMS), 2007~2011; U.S. Census BUreau. 2013. Los Angeles County, California: 2011 County Business Patterns
(NAICS) [Table]; California Employment Development Department, Labor Market Information Division, Industry-Occupation
Matrix 201112012 for Los Angeles County (developed in cooperation with the Bureau of Labor Statistics); Minnesota IMPLAN
Group, lnc., IMPLAN System 2011 data ("County Plus Package'] and 2013 software. All wages adjusted to first-half 2013 dollars
using the Consumer Price Index - All Urban Consumers for Los Angeles-Riverside-Orange County, CA.
"The total of 81 percent represents the portion of hotel workers whose wages would be raised by the proposed minimum wage.
The other 19 percent of workers in affected hotels already earn more than $15.37 per hour.

Compared to the economic impacts of current hotel worker wages in the City of Los
Angeles, enactment of a new minimum wage standard of$15.37 per hour would create a four
percent increase in their households' local spending - further impacts captured by Los Angeles
businesses:

Current Proposed

8,071.1

$1,147,347,932

Percent Change

Induced Jobs

Induced Sales

7,788.3

$1,107,710,044

104%

104%

(+4%)

(+4%)

While the number of workers affected by this proposed ordinance would be approximately 31
percent of the total citywide hotel workforce (5,293 out of 17,235), it would make a significant
difference by raising many hotel worker households above the poverty line, and those added
wages would also support increased jobs and sales at local businesses.
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3c. Effects of a wage increase on hotel room rates, including effects on hotel customers in the
City of Los Angeles

If the proposed hotel minimum wage ordinance is enacted, the effect on hotels would be
the total compensation costs needed to bring their employees up to the proposed $15.37 per hour
wage floor. As calculated in report section 3b, the proposed wage increase adds up to $33.7
million in the first year:

Number Current Annual Wages Under
Jobs at Affected Hotels of Jobs Annual Wages

~
ProQosed Ordinance

Jobs Paying <$15.37 per Hour 5,293 $114,669,669 ~ $148,392,401

Jobs Pa~ing >;]115.37Qer Hour 1,255 ;]155,234,013 ~ ;j;55,234,013

Jobs/Wages Subtotal: 6,548 $169,903,681 ~ $203,626,414

However, in addition to the $33.7 million in increased wages, hotels would also incur $7.2
million for employer-paid payroll taxes and benefits (Table 3.6). The total compensation cost to
employers for raising their employees' wages to the proposed $15.37 per hour minimum wage
would thus be just under $41 million in the first year:

Table 3.6: Total Compensation Required to Raise 5,293 Employees to $15.37 per hour
at Affected Hotels, Including Employer-Paid Payroll Taxes and Benefits

Amounts Compensation Types and Rates

$33,722,732 Added wages needed to increase 5,293 workers to $15.37/hr at affected hotels

Employer-paid payroll taxes and benefits:
$2.090,809 • Federal Social Security (FICA 6.2%, employer-side only)

$488,980 • Federal Medicare (FICA 1.45%, employer-side only)
$0 • Federal Unemployment Tax (FUT A 1.2%, or $84 max per CA worker)
$0 • California Unemployment Insurance (deducted from first $7,000 of wages)
$0 • California Employment Training Tax (ETT 0.1%, on first $7,000 of wages)

$4,653,737 • Worker's Compensation Insurance Premium (13.92%)
$0 • Health Insurance (Census ACS PUMS method)

~ e Retirement benefits
$7,233,526 Subtotal for cost of employer-paid payroll taxes and benefits

$40,956,259 Total Employee Compensation (wages + payroll taxes and benefits)

Source: Economic Roundtable analysis; US Internal Revenue Service. 2013. Topic 751 - Social Security and
Medicare Withholding Rates. CA Employment Development Department. 2013. VI, ETT, and SOl Rates,
Withholding Schedules, and Meals and Lodging Values. CA Department of Insurance. 2013. Consumers: CA
Workers' Compensation Rate Comparison. Bureau of Labor Statistics. 2013. Employer Costs for Employee
Compensation June 2013 (USDL-13-1835). See Data Appendix Table 4 for related tables.

The additional costs to employers come in the form of higher workers' compensation insurance
premiums, as well as higher employer contributions to Social Security and Medicare, all of
which rise as a percent of workers' wages. Other employer-paid payroll taxes (federal and state
unemployment tax, state employment training tax) would not increase due to the proposed
minimum wage ordinance because their annual caps are already met. Health and retirement
benefits also would not be affected by the proposed ordinance.
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Including hotel's total compensation costs, the effects of the proposed minimum wage
increase in the first year are as follows:

Current Annual Compensation
Number Annual -> Under Proposed

Jobs at Affected Hotels of Jobs Compensation Ordinance

Jobs Paying <$15.37 per Hour 5,293 $157,832,498 -> $198,788,757

Jobs Paying >$15.37 per Hour 1,255 $72,876,583 -> $72,876,583

Jobs/Compensation Subtotal: 6,548 $230,709,081 -> $271,665,340

Detailed tables on how total compensation was calculated for each of the groups of workers at
affected hotels (similar to Table 3.6) can be found in Data Appendix Table 4.

How each affected hotel would cover the added $41 million cost of the proposed
ordinance is not known ahead of time, but scenarios could include one or more of the following:

I) Hotels operate at their current revenue levels, but reduce the portion of going to hotel
ownership, allocating more of it for employee wages instead

2) Hotels operate at their current revenue levels, but reduce staffing, relying upon fewer
workers to operate the same level of hotel services

3) Hotels operate at their current revenue levels, but reduce employee benefits not covered
by the proposed ordinance, such as health benefits

4) Hotels operate at their current revenue levels, but reduce costs for goods and services
they purchase from various upstream suppliers

5) Hotels raise prices for rooms, parking and other services, boosting their revenue enough
to offset the higher cost of wages, while keeping all other costs the same

This section explores these five scenarios separately to estimate the effects on hotels with
workers in Groups A and B (non-union hotels with 100 or more rooms, as per report section 3b).

Note on Estimated Hotel Revenue

The scenarios in this report section increase and decrease different operating expenses
within the constraints of hotels' overall reported revenue, which is an estimated $745,630,009
annually for the affected hotels with workers in Groups A and B. This estimate is based upon the
total current compensation for all workers in those hotels ($230,709,081 per year, as calculated
above), which represents 30.9 percent of hotel industry revenue, according to the IMPLAN
input-output model of the City of Los Angeles." The real revenue of these non-union, large
hotels is not known, although hotel revenue for Los Angeles County is estimated to be $3.5
billion annually." Reasons for uncertainty about hotel revenue data may include inaccurate
reporting to private data vendors, differing accounting systems used by large, corporate hotel
chains, concerns about stock prices, shareholders and tax liabilities, and the desire to shield cost
data from competitors. Given these disclaimers about hotel revenue data, the following
scenarios discussing the effects of the proposed minimum wage ordinance can be scaled using
the percentages shown in each scenario.
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Scenario #1: Paying for Added Labor Costs from Existing Hotel Revenue by Reducing Owners'
Income

If affected hotels' revenue stays the same, employee compensation would increase from
30,9 percent to 36.4 percent of revenue, and hotel owners' income share of revenue would need
to shrink to 12.4 percent:

Current Aggregate Annual
Revenue and Expenses

Amount Percent

$745,630,009 100,0%Hotel Revenue
Purchase of Intermediate Inputs 29

Value Added:
• Employee Compensation 30

• Owners' Share of Revenue 31

• Tax on Production and Imports 32

Potential Aggregate Annual
Revenue and Expenses
Amount Percent

$745,630,009 100,0%
$310,281,467 41.6%
$435,348,541 58.4%
$230,237,992 30.9%
$133,499,773 17.9%

$71,610,777 9.6%

$310,281,467 41.6%
$435,348,541 58.4%
$271,194,251 36.4%
$92,543,514 12.4%
$71,610,777 9.6%

In this and other scenarios, hotel outlays from revenue consist of costs for Purchases of
Intermediate Inputs such as electricity, materials, and purchased services (41.6 percent) as well
as costs for hotels' own Value Added expenses for providing clean rooms, preparing foods and
other guest services (58.4 percent), These two types of outlays pay for producing hotel services
for overnight guests and other customers, Hotels' value added consists of three subcomponents:

9.6%

Figure 3.2: Current (left) and Potential (right) Composition of Hotel Outlays under Scenario #1

9.6%

IBiIPurchase of Intermediate Inputs

IBiIHotel Owners' Income

41.6%

IBiIEmployee Compensation

IBiITax on Production and Imports

Source: Economic Roundtable analysis; California Employment Development Department, Labor Market Information Division,
tndustrv-Cccuoeuon Matrix 201112012 for Los Angeles County (developed in cooperation with the Bureau of Labor Statistics);
Olson, Doug and Scott Lindell. 2010. IMPLAN Version 3.0 User's Guide. MIG, tnc., 1725 Tower Drive west, Suite 140, Stillwater,
MN 55082, www.implan.com.Aside from "Purchase of Intermediate Outputs," all categories are subcomponents of 'Value Added".
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• Employee Compensation (employee wages, salary, benefits and payroll taxes),
• Owners' Share of Revenue (corporate profit, capital consumption allowance, payments

for rent, dividends, royalties and interest income; for self-employed and unincorporated
hotel owners), and

• Tax on Production and Imports (sales and excise taxes, customs duties and property
taxes).

Assuming that hotels' revenue is fixed and their costs for Purchasing of Intermediate Inputs and
Taxon Production and Imports stay the same, Employee Compensation can increase enough to
cover the added $41 million cost of the proposed wage increase only if hotel Owners' Share of
Revenue decreases. In this scenario, hotel Owners' Share of Revenue declines from 17.9 to 12.4
percent, allowing Employee Compensation to rise to 36.4 percent, as shown in Figure 3.2.

Scenario #2: Paying for Added Labor Costs through Reduced Staffing

If the revenue of affected hotels stays the same, they could cover the added cost of the
proposed wage increase by reducing staffing and relying upon fewer workers to operate the same
level of hotel services.

Total Wage Increase Cost for Affected Hotels
Average Annual Wages for Hotel Workers ($2013)
Number of Workers Reduced to Cover Wage Increase
Total Employment at Affected Hotels
Percent of Total Staffing Reduced

$40.956,259
$29.856

1,372
6,548

21%

The number of staff would need to be reduced 21 percent, or by 1,372 of affected hotels current
workforce. This assumes that all staff reductions would involve workers paid the average annual
wages for the industry in Los Angeles of $29,856 per year.

Scenario #3: Paying for Added Labor Costs through Reduced Employee Benefits

Instead of reducing staffing, the 64 affected hotels could reduce the.cost of benefits
. offered to their employees by $41 million annually. Benefits attached to the proposed ordinance,
such hotel employees being able to earn 5 days of paid leave per year, could not be cut back. But
the following employee benefits= might be reduced if they are currently provided:

• Health insurance premiums • Legal assistance

• Traditional pension plans • Sports team sponsorship

• Incentive bonus plans • Executive club memberships

• Retiree health care coverage • Relocation and home purchasing

Long-term care insurance assistance•
Professional development • Travel perks and company picnics•
opportunities • Company-purchased event tickets

• Life insurance for dependents
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If revenue stays the same, a reduction of $4 I million from hotels' employee benefits offered
beyond wages and salaries would amount to $6,255 per worker at affected hotels:

Total Wage Increase Cost for Affected Hotels $40,956,259
Total Employment at Affected Hotels 6,548
Reduced Benefits per Worker at Affected Hotels $6,255

If this amount of other employee benefits is reduced, it would represent a shift within affected
hotels' Employee Compensation budgets, from one form of compensation (benefits) to another
(wage and salary income). The volume of this shift would be spread across 64 affected hotel
properties (Groups A and B in report section 3b).

Scenario #4: Paying for Added Labor Costs by Cutting Costs Paid for Purchased Goods and
Services

A different scenario for affected hotels to increase wages without the benefit of added
revenue would be to reduce expenditures on Intermediate Inputs, the goods and services that
hotels buy and use in their operations .. Achieving such reductions in costs would entail reducing
capital outlays and equipment purchases, and substituting lower-cost items in the place of their
current supplies, such as restaurant supplies, bathroom and cleaning supplies, outside cleaning
services, contracted building maintenance, advertisings services and insurance policies.

If affected hotels' revenue stays the same, Employee Compensation would again change
from 30.9 percent to 36.4 percent of revenue, while the share of hotel's revenue used for the
Purchase of Intermediate Inputs would drop from 41.6 to 36. I percent:

Hotel Revenue
Purchase of Intermediate Inputs
Value Added:

• Employee Compensation
• Owners' Share of Revenue
• Tax on Production and Imports

Current Aggregate Annual
Revenue and Expenses

Amount Percent

$745,630,009 100.0%

Potential Aggregate Annual
Revenue and Expenses
Amount Percent

$745,630,009 100.0%
$310,281,467 41.6%
$435,348,541 58,4%

$269,325,209 36.1%
$476,304,800 63.9%

$230,237,992 30.9%
$133,499,773 17.9%
$71.610,777 9.6%

$271,194,251 36,4%
$133,499,773 17.9%

$71,610,777 9.6%

This reduction of $4 I million from hotels' Purchases of Intermediate Inputs represents 13
percent of their current expenditures ($3 I0 million), and would be spread out over 64 affected
hotel properties (Groups A and B in report section 3b).

Scenario #5: Raising Hotel Revenue to an Amount Equal to Increased Labor Costs

The total cost of employee compensation for the 64 affected hotels is currently
$230,237,992 per year, and would increase to $271,194,251 if the proposed ordinance went into
effect. Employee compensation currently comprises 30.9 percent of total sales revenue for all
hotels in the City of Los Angeles," so based on that ratio the total annual revenue for the 64
affected hotels is currently estimated to be $745.6 million, and this revenue would need to
increase to $786.6 million in order to cover the additional $41 million needed to comply with the
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proposed minimum wage ordinance." These jobs, wages and sales revenues for the affected
hotels are summarized below:

Hotel Jobs

Jobs Paying <$15.37 per Hour

Jobs Paying >$15.37 per Hour

Jobs/Compensation Subtotal:

Number
of Jobs

5,293

1.255

6,548

Current Annual
Compensation

$157,832,498

$72,876,583

$230,709,081

Proposed_Annual
Compensation

$198.788.757

$72,876,583

$271,665,340

Current Proposed

$786.586,267Total Hotel Sales Revenue $745,630,009 -t

How would the 64 hotels be affected? The average hotel in this group would need to
generate $639,942 more revenue per year, or $1,753 more revenue per day." Measured per
room, the affected hotels would collectively need to increase their revenue $2,513 per room per
year, or $6.89 per room per day for all of their 16,295 combined rooms." Taking into account
the recent 75 percent occupancy rate in Los Angeles (see report section l c), the affected hotels
would collectively need to increase their revenue $3,351.23 per occupied room per year, or $9.18
per room per day." The increased cost would not have to come from raised room rates
exclusively; other hotel operations (restaurants, shops, spas and other guest services) would
contribute through small price increases as well, since some of the jobs with wage rates raised by
the proposed ordinance are found in hotels' retail and food service operations.

Combination of Scenarios is Most Likely Response

If the proposed minimum wage ordinance for hotels with 100 or more rooms is enacted,
the 64 affected hotels would likely combine several of these five scenarios. And the effects
would likely be passed on both to large hotel owners, in the form of lower profit share (Scenario
#1), reduced staffing (Scenario #2), and reduced employee benefits (Scenario #3), as well as to
hotel customers, in the form of lower cost goods and services in the hotels (Scenario #4) and
higher room rates (Scenario #5), but in lesser amounts than described in each independent
scenario. The proportion that comes from increased room rates could likely be higher when the
visitor market is strong and the occupancy rate rises. By balancing the increased labor costs
associated with the proposed ordinance with a combination of these five scenarios, and taking
into account the potential under-estimate of hotels revenue in this report as well as the growing
demand for hotel rooms and services in the coming years (see report section Ic), hotel owners
will likely be able to afford this wage increase without compromising the viability of their
businesses or the ability oftheir guests to afford rooms. The experience of the 13 hotels covered
by the 2008 Airport Hospitality Enhancement Zone ordinance supports this assessment.



4. Paid Sick Leave for Hotel Workers

4a. Effect of requiring hotels with 100 or more rooms in the City of Los Angeles to provide their
employees with 5paid sick days

Additional costs for large hotel employers providing five paid sick days annually to
workers would be equal to two percent of total compensation costs (5 paid sick days 1261 annual
work days 2 percentj." National survey data for workers across all industries suggests that, for
those who currently received five paid sick days off per year, the number of sick days actually
taken ranges from 1.5 to 3.0 days.'? It is unknown how many paid sick days that hotel workers
in the City of Los Angeles would utilize per year, but the following estimates of the cost of paid
sick days for employers can be pro-rated as 0.4 percent of annual wages per sick day utilized.

Assuming that hotel workers in all occupations currently lack and would be given five
paid sick days per year, and all employees in the large hotels covered by the proposed minimum
wage ordinance would use all five paid sick leave days each year, the total cost of this proposed
benefit needs to be calculated separately for to two groups of hotel workers:

I. Workers employed in hotel jobs currently earning below $15.37 per hour, for whom the
cost of five paid sick days would be based upon their proposed new compensation when
paid $15.37 per hour. There are 5,293 ofthese workers employed at affected hotels, and
the total cost of their compensation is $198,788,757. (This covers hotel workers in
Groups A and B from the previous report section 3b, and their compensation is calculated
in report section 3c.)

2. Workers employed in hotel jobs already earning more than $15.37 per hour, for whom
the cost of five paid sick days would be based upon their existing, higher compensation
and wage rates. There are 1,255 of these workers employed at affected hotels, and the
total cost of their compensation is $72,876,583. (This covers hotel workers in Group E,
using their total compensation calculated in report section 3c.)

Workers employed at the City of Los Angeles' large, unionized hotels (Group D from report
section 3b) are not included in our calculation of cost of a adding 5-day paid sick leave benefit,
since we assume that union contracts already include this benefit. Those employed at smaller
hotels in the City of Los Angeles with less than 100 rooms (Group C) are also excluded from
analysis in this chapter, since they are outside of the jurisdiction of the proposed ordinance. This
leaves 64 hotels large, non-union hotels included in our analysis.

Adding together the cost of workers' total compensation from Groups A, Band E
provides the revenue basis for estimating the employer's further cost for providing a paid sick
leave benefit of five days:

Jobs at Affected Hotels

Jobs Paying <$15.37 per Hour

Jobs Paying >$15.37 per Hour

Jobs/Compensation Subtotal:

Number
of Jobs

5,293

1,255

6,548

Annual Compensation Under
Proposed Ordinance

$198,788,757

$72,876,583

$271,665,340

Note: Figures above are compiled in report sections 3b and 3e.
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The cost to hotels for offering this first group of employees five days of paid sick time per year is
estimated to be $5,204,317, which is two percent of their combined $271,665,340 total
compensation after all are raised to wages of at least $15.37 per hour.

4b. Alternative measure of employers' cost to provide their employees with 5paid sick days

Measured another way, five days of paid sick time per year would cost hotels 0.6 percent
their annual revenue:

Hotel Revenue 100.0%

Employee Compensation 30.9%

5 Days Paid Time Off (2% of Employee Compensation) 0.6%

The annual revenue of the 64 hotels that would add the paid sick leave benefit is $745 million.
(See report section 3c for information on hotel revenue calculations.) The impact of this
additional cost on affected hotels could be approximately $4.6 million per year. Ifworkers use
only three of the five paid sick days offered per year - as has been found to be the case for
workers with paid sick days leave nationwide - the likely cost would be approximately $2.8
million per year."

4c. Variations in the cost of implementing paid sick leave benefit

If this benefit policy is implemented, the cost of providing five days of paid sick leave to
employees of the City of Los Angeles' large hotels with J 00 or more rooms may vary from the
projections in the chapter if:

• Hotel workers employed in non-unionized hotels already earning more than $15.37 per
hour (Group E) include some who already receive five days of paid sick leave, or the
equivalent. This might be the case especially for hotels' management-level employees,
as well as for some professionalized occupations.

• Hotel workers employed in unionized hotels do not currently receive five days of paid
sick leave. This might be the case for employees in job positions who are not covered by
the labor contract negotiated between hotels and the hotel workers' union(s), but whom
also are not in the higher echelon management- and professional-level job positions.

• Hotel workers' hours worked varied significantly from the citywide average (l ,824 per
year) where the benefit is applied. If more workers receiving the proposed paid sick
leave benefit worked below 1,824 hours per year than in our analysis, this could decrease
(slightly) the cost employers incur for offering the benefit. The cost of providing hotel
workers five paid sick days per year would vary by occupation based upon the actual
hours worked, albeit still pegged at 2 percent of their wages.



5. Impacts of Tourism on Hotels and other Los Angeles Businesses

5a. Share of hotel revenue imported from other regions, i.e., is spent by visitors who do not live
in Los Angeles

Three quarters (74 percent) of the revenue of Los Angeles' large hotels is estimated to
come from tourism, that is, spent by visitors who do not live in the Los Angeles region.? This
share has remained relatively constant over the past decade (Figure 5.1). The balance of Los
Angeles hotels' revenue, which also includes business from their restaurants, meeting and
banquet rooms, bars, shops and other guest services, come from local customers.

Figure 5.1: Share of Los Angeles Hotel Revenue Supported by Tourism, 1998-2011
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Source: Economic Roundtable analysis; Bureau of Economic Analysis. 2013. U.S. Travel and Tourism Satellite Accounts: Annual
Estimates, 1998-2011.

Tourism supports a large number of jobs in hotels, over 12,500 of the City of Los
Angeles' 17,235 jobs in this industry (Table 5.1). In addition, several other local industries
attribute most or some of their employment to tourism, including Air Transportation Services (76
percent), Interurban Bus / Charter Bus Transportation (95 percent), Scenic and Sightseeing
Transportation (99 percent), and Travel Arrangement and Reservation Services (96 percent).



38 Repaying Hospitality: Economic Impacts of a Hotel Minimum Wage

Table 5.1: Share of Employment Supported by Tourism, City of Los Angeles 2011

Tourism Employment, Employment, Total Number ofIndustry Sectors Affected by Tourism industry
ratio Tourism Share Total Establishments

Traveler accommodations 0.74 12,754 17,235 1,002
Food services and drinking places 0.18 20,480 113,776 18,106
Air transportation services 0.76 19.985 26,296 428
Rail transportation services 0.03 5 168 5
Water transportation services 0.18 358 1,989 94
Interurban bus transportation 0.97 368 379 11
Interurban charter bus transportation 0.93 195 209 39
Urban transit systems and other transportation 0.12 1,043 8,695 741
Taxi service 0.29 61 209 44
Scenic and sightseeing transportation 0.99 286 289 66
Automotive equipment rental and leasing 0.66 1,678 2,542 456
Automotive repair services 0.05 509 10,170 5,168
Parking 0.17 1,282 7,542 2,368
Toll highways (n.a.) 0.06 0
Travel arrangement and reservation services 0.96 3,152 3,284 1,647
Motion pictures and performing arts 0.11 1,222 11,111 10,611
Spectator sports 0.22 1,116 5,072 1,459
Participant sports 0.19 1,323 6,965 703
Gambling 0.49 34 69 8
AI! other recreation and entertainment 0.23 3,591 15,612 728
Petroleum refineries 0.09 119 1,321 52
Nondurable PGE commodities, excl, petrol 0.02 2,631 131,540 31,907
Wholesale trade and transportation services 0.02 1,611 80,558 24,116
Gasoline service stations 0.11 430 3,909 1,421
Retail trade services, excl, gas service stations 0.02 2,669 133,460 27,806
Residential tenant occupied real estate 0.05 225 4,491 3,031
All other industries, N.E.G. 0.00 0 962,722 244,644

Totals 77,126 1,549,612 376,661

Note: ToU highways are not a separate industry in economic data, and thus employment in this sector cannot be determined.
Source: Economic Roundtable analysis; Bureau of Economic Analysis. 2013. U.S. Travel and Tourism Satellite Accounts: Annual
Estimates, 1998-2011; California Employment Development Department, 2011. Quarterly Census of Employment and Wages, City
of Los Angeles.

The amount of employment attributable to tourism varies by industry, The local industry
witb the largest number of jobs supported by tourism is Food Services and Drinking Places
(20,480 jobs), despite tbis representing only 18 percent of that industry'S total employment
citywide. The Air Transportation Services industry is tbe City of Los Angeles' next largest, witb
19,985 jobs supported by tourism, followed by Traveler Accommodations (hotels) witb 12,754
tourism-supported jobs.
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5b. Share of Jobs in Other Industries Supported By the Tourism Business at Hotels in the City of
Los Angeles

The preceding section 5a of this report detailed how tourism supports 74 percent of
business for hotels in the City of Los Angeles. Tourism thus represents approximately $965.3
million of these hotels' $1,304.5 million total annual sales. When received, this annual hotels
revenue supports not only the estimated 12,754 local jobs in this industry (Table 5.1, "Traveler
accommodations"), but also supports additional jobs in other industries through hotels'
purchasing of good and services from various "upstream" suppliers, and through the household
spending of workers employed in hotels as well as in their suppliers' businesses. These are
hotels' indirect and induced economic impacts, and the method for estimating these impacts is
discussed below.

As hotels in the City of Los Angeles host tourists and other guests each year in their
rooms, restaurants, pools, gyms, spas and gift shops, the multiplier effects from those operations
ripple through the local economy, increasing total demand for goods and services in the local
economy. This translates into added sales and jobs for local providers of goods and services. It
also adds to the spending power oftheir employees' households, supporting stillmore sales and
jobs where those households spend their money, as well as more tax revenue for local, state and
federal government.

Figure 5.2: Estimating the Local Economic and Job Impacts of Hotels Using Input-Output Analysis

Hotel Business Indirect Impacts

Tourists & Ot~r
Hotel Customers

lncreesed Hotel
Occupancy

Upstream Suppliers
of Goods & Services .

Induced Impacts Induced Impacts

Workers' Household Workers' Household
Spending Spending

Source: Economic Roundtable illustration based on the IMPLAN input-output model. Minnesota IMPLAN Group, Inc" IMPLAN
System 2011 data and 2013 software.
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We utilize an input-output model of the City of Los Angeles' economy for estimating the
local economic and job impacts of hotels' tourism-related sales, carried out using IMPLAN
software and regional accounts data. The model enables estimates of economic impacts
measured in dollar value of sales (output) and job impacts measured in the number of person-
years of employment," which are broken out into three different rounds multiplier effects:
direct, indirect, and induced impacts (Figure 5.2). Here is how it works:

• Tourists and other hotel customers generate demand for hotel services, which translate
into direct sales and employment impacts at those hotels.

• The indirect impacts are the inter-industry transactions needed to support hotels' business
operations, and are the portion of hotel sales that pass through to their 'upstream'
suppliers of goods and services. These upstream suppliers can include independent linen
services, cleaning supply wholesalers, restaurant and bar supply wholesalers, electric and
gas utilities, shuttle and tour bus operators, satellite television and telecommunications
services, plumbing and electrical repair services, and payroll services. They are all goods
and services that hotels buy and use in their operations.

• Lastly, the induced impacts come from the household spending of wages earned by
workers at the hotels (direct) and suppliers to hotels (indirect). As these workers bring
home their paychecks, their household spending benefits retail and grocery stores, repair
shops, restaurants, doctors' offices, rental property owners, and mortgage lenders.

To summarize, the input to the model is the amount of annual gross sales revenue of local hotels.
The outputs of the model are twofold, sales and person-years of employment, both broken out by
industry sector.

Tourists staying at hotels in the City of Los Angeles account for 74 percent of their total
sales, and stimulate an additional 4,311 year-round indirect and induced jobs in other local
industries, or about 0.2 percent of those industries' total employment citywide (Table 5.2). The

'largest numbers of these jobs are found in the Administrative Support and Waste Management
industry sector (614 jobs), the Health Care and Social Assistance industry sector (486 jobs), and
the Professional, Scientific, and Technical Services industry sector (415 jobs). The latter jobs
are predominantly in accounting, tax preparation, bookkeeping, payroll and legal services.
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Table 5.2: Share of Jobs in Other Industries Supported by the Tourism Business at Hotels in the City of
Los Angeles

Employment Supported by Tourism at Hotels Total Industry ShareNAtes Industry Sector Indirect Induced Indirect + Employment of Total
Employment Employment Induced Citywide

11 Agriculture, Forestry, Fishing & Hunting 0.3 1 1 2,123 0.04%

21 Mining, Quarrying, & Oil & Gas Extraction 2 1 4 2,284 0.15%

22 Utilities 7 2 9 4,183 0.22%

23 Construction 79 12 91 67,722 0.13%

31-33 Manufacturing 53 48 102 149,051 0.07%

42 Wholesale Trade 27 85 112 96,052 0.12%

44-45 Retail Trade 9 359 368 174,910 0.21%

48-49 Transportation & Warehousing 129 53 182 80,495 0.23%

51 Information 112 21 133 102,466 0.13%

52 Finance & Insurance 127 169 296 165,587 0.18%

53 Real Estate & Rental & Leasing 101 93 195 138,589 0.14%

54 Professional, Scientific, & Technical Svcs. 330 85 415 202,514 0.21%

55 Mgmt. of Companies & Enterprises 110 14 123 21,563 0.57%

56 Admin. Support! Waste Mgmt. 523 91 614 130,241 0.47%

61 Educational Services 1 94 95 50,454 0.19%

62 Health Care & Social Assistance 0 485 486 214,377 0.23%

71 Arts, Entertainment, & Recreation 34 61 95 96,166 0.10%

72 Accommodation & Food Services" 330 237 567 122,788 0.46%

81 Other Services (except Public Aumtn.) 127 229 356 165,886 0.21%

92 Public Administration 43 25 68 244,131 0.03%

Totals, excludina Hotels 2,144 2,166 4,311 2,231,581 0.19%

Source: Economic Roundtable analysis; Minnesota IMPLAN Group, Inc., fMPLAN System 2011 data ("County Plus Package")
and 2013 software. Note: Jobs shown above are "Person Years of Employment," year long job equivalents . ., Sector '72
Accommodation & Food Services" excludes hotels, and instead shows only the city's Bed-and-Breakfast Inns, RV Parks,
Rooming and Boarding Houses, Food Service Contractors, Caterers, Food Trucks, Bars and Restaurants.

Measured another way, tourism business at hotels in the City of Los Angeles supports
approximately $648 million in indirect and induced sales in other local industries each year, or
0.2 percent of the total sales in those other industries (Table 5.3), The largest tourism-related
sales values are supported in the Real Estate, Rental and Leasing industry sector ($83.4 million
per year), the Finance and Insurance industry sector ($71.1 million per year), and the
Professional, Scientific, and Technical Services industry sector ($68.1 million per year), The
first category is related to rent and mortgage payments for housing, as well as commercial
property, Restaurants and bars, as well as building maintenance and repair services, also are
beneficiaries of hotels' indirect and induced economic impacts,
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Table 5.3: Share of Sales (Output) in Other Industries Supported by the Tourism Business at Hotels in
the City of Los Angeles

Sales Supported by Tourism at Hotels
Total Industry ShareNAICS Industry Sector Indirect Induced Indirect + Sales Citywide of Total

Sales Sales Induced

11 Agriculture, Forestry, Fishing & Hunting $28,287 $80,903 $109,191 $194,647,257 0.06%

21 Mining, Quarrying, & Oil & Gas Extraction $801,488 $544,643 $1,346,131 $756,645,329 0.18%

22 Utilities $8,327,582 $2,622,148 $10,949,729 $4,712,466,057 0.23%

23 Construction $12,153,624 $1,958,011 $14,111,635 $10,236,563,722 0.14%

31w33 Manufacturing $24,672,493 $27,547,641 $52,220,125 $53,710,185,912 0,10%

42 Wholesale Trade $4,361,642 $13,859,998 $18,221,640 $16,352,373,047 0,11%

44w45 Retail Trade $717,144 $27,900,105 $28,617,252 $13,186,386,719 0,22%

48~49 Transportation & Warehousing $15,377,452 $7,317,183 $22,694,636 $11,773,198,578 0,19%

51 Information $41,261,368 $9,009,572 $50,270,943 $36,229,538,131 0.14%

52 Finance & Insurance $32,439,483 $38,684,092 $71,123,576 $35,023,966,308 0.20%

53 Real Estate & Rental & Leasing $26,025,071 $57,412,271 $83,437,342 $47,181,829,605 0.18%

54 Professional, Scientific, & Technical Svcs. $54,106,060 $14,023,417 $68,129,475 $30,540,271,226 0.22%

55 Mgmt. of Companies & Enterprises $22,007,062 $2,721,393 $24,728,455 $3,910,103,027 0.63%

56 Admin. Support I Waste Mgmt. $38,935,676 $6,109,566 $45,045,243 $7,790,285,962 0.58%
61 Educational Services $45,700 $8,164,756 $8,210,455 $3,854,486,450 0.21%

62 Health Cafe & Social Assistance $2,380 $53,073,783 $53,076,163 $21,112,756,805 0.25%
71 Arts, Entertainment, & Recreation $3,599,632 $4,869,918 $8,469,549 $11,124,919,815 0.08%
72 Accommodation & Food Services" $21,902,817 $15,938,883 $37,841,701 $7,681,715,347 0.49%

81 Other Services (except Public Admin.) $11,951,360 $15,631,422 $27,582,784 $11,500,516,388 0.24%

92 Public Administration $14,540,802 $7,234,571 $21,775,373 $24,187,424,790 0.09%

Total excludina Hotels $333,257,123 $314,704,276 $647,961,398 $351,060,280,475 0.18%

Source: Economic Roundtable analysis; Minnesota IMPLAN Group, Inc., IMPLAN System 2011 data ("County Plus Package']
and 2013 software. Note: Jobs shown above are "Person Years of Employment," year long job equivalents. * Sector "72
Accommodation & Food Services" excludes hotels, and instead shows only the city's Bed-and-Breakfast Inns, RV Parks,
Rooming and Boarding Houses, Food Service Contractors, Caterers, Food Trucks, Bars and Restaurants.

These indirect and induced jobs and sales - supported in other local industries by City of Los
Angeles hotels' tourism-related business - are included in the overall employment supported by
tourism in those industries, detailed in Table 5,], A more detailed list of jobs in other industries
supported by local hotels' tourism-related business can be found in Data Appendix Table 5,
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Data Appendix

Data Appendix Table 1: Estimated Average Hourly Wage Rates for Hotel Occupations with 500 or More
Employed in Los Angeles, adjusted to 2013 Dollars

Hotel Occupations Phoenix

Lodging Managers

tat-Line Sup. of Food Preparation and
Servin Workers

Cooks, Restaurant

Food Preparation Workers

Bartenders

Waiters and Waitresses

Food Servers, Non-restaurant

Dishwashers

Hosts and Hostesses, Restaurant,
Loun e; and Coffee Sho

Mise Dining Room and Cafeteria
Attendants and Bartender Hel ers

1st-Line Sup. of Housekeeping and
Janitorial Workers

Maids and Housekeeping Cleaners

Janitors and Building Cleaners

8aggage Porters, Bellhops, and
Concier es

1st-Llne Sup. of Office and
Administrative Su ort Workers

Rest of
LA

County

City of
Los

Angeles

New
York
City

State of
California

LasVegas San
Francisco

San
Diego

Bookkeeping, Accounting, and Auditing
Clerks

$11.17Hotel, Motel, and Resort Desk Clerks

Maintenance and Repair Workers,
General

$12.18Laundry and Dry-Cleanlnq Workers $12.83

Parking Lot Attendants

(AU Other Hotel !ndustry Occupations)

Total (all occupations in the hotel
indust

Source: Economic Roundtable analysis; U.S. Census Bureau. 2013. American Community Survey, 5- Year Public Use Microdata Sample
(PUMS), 2007~2011, Notes: AU figures adjusted to first-half 2013 dollars using the Consumer Price Index ~All Urban Consumers for Los
Angeles-Rlverslde-Oranqe County, CA "-" indicates a ceu suppressed due to an unreliably low unweighted record count in the PUMS
data. Cell shading denotes hourly wages less than $10.00 per hour (orange), $10.00-$15.00 per hour (yellow) and greater than $15.00
per hour (green).
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Data Appendix Table 2: Estimated Mean Annual Wages for Hotel Occupations with 500 or More Employed in
Los Angeles, adjusted to 2013 Dollars

Hotel Occupations Phoenix

Lodging Managers
tst-Line Sup. of Food Preparation and

Servin Workers
Cooks, Restaurant

Food Preparation Workers

Bartenders

Waiters and Waitresses

Food Servers, Non-restaurant

Dishwashers
Hosts and Hostesses, Restaurant,

Loun e, and Coffee Sho
Mise Dining Room and Cafeteria

Attendants and Bartender Hel ers
1at-Line Sup. of Housekeeping and

Janitorial Workers
Maids and Housekeeping Cleaners

Janitors and Building Cleaners
8aggage Porters, Bellhops, and

Cencier es
1st-Une Sup. of Office and

Administrative Su ort Workers
Bookkeeping, Accounting, and Auditing

Clerks
Hotel, Motel, and Resort Desk Clerks
Maintenance and Repair Workers,

General

Laundry and Dry-Cleaning Workers

Parking Lot Attendants

(AI! Other Hotel Industry Occupations)

Total (all occupations in the hotel
indust

City of
Los

Angeles

Rest of
LA

County

New
York
City

State of
California

Las
Vegas

San
Francisco

San
Diego

Source: Economic Roundtable analysis; U.S. Census Bureau. 2013. American Community SUNey, 5-Year Public Use Microdata Sample
(PUMS), 2007-2011, Notes: AI! figures adjusted to first-half 2013 dollars using the Consumer Price Index - All Urban Consumers for Los
Anqeles-Rlverstde-Oranqe County, CA., -,« indicates a cell suppressed due to unreliably low unweighted record count in the PUMS data.
Cell shading denotes mean annual wages less than $23,000 (orange), $23,000-$35,000 (yellow) and greater than $35,000 (green).



Repaying Hospitality: Economic Impacts of a Hotel Minimum Wage 45

Data Appendix Table 3: List of Hotels with 100 or More Rooms in the City of Los Angeles, by Union
Status and Whether Located in the 2008 Airport Hospitality Enhancement Zone

Nine Non-Unionized Hotels Located Inside the LAX Zone (Group A)

Hotel Street Address ZIP CD Rooms
La Quinta LAX 5249 West Century Blvd 90045 11 278
Travelodge LAX 5547 W Century Blvd 90045 11 147
Hilton and Towers LAX 5711 W Centu ry Blvd 90045 11 1,234
Marriott LAX 5855 W Century Blvd 90045 11 1,004
Crowne Plaza LAX 5985 W Century Blvd 90045 11 615
Courtyard by Marriott LAX 6161 W Century Blvd 90045 11 178
Renaissance Montura LAX 9620 Airport Blvd 90045 11 499
Embassy Suites North LAX 9801 Airport Blvd 90045 11 215
Holiday Inn LAX 9901 S La Cienega Blvd 90045 11 401

Fifty-Five Non-Unionized Hotels Located Outside the LAX Zone (Group B)

Hotel Street Address ZIP CD Rooms
Beverly Hills Plaza Hotel 10300 Wilshire Blvd 90024 5 116
Courtyard by Marriott Cent. City 10320 West Olympic Blvd 90064 5 135
Mission Hills Inn 10621 Sepulveda Blvd 91345 7 116
Hotel Palomar 10740 Wilshire Blvd 90024 5 268
Luxe Sunset 11461 Sunset Blvd 90049 11 160
Crowne Plaza Bev Hills 1150 South Beverly Dr 90035 5 258
Hollywood Hotel 1160 North Vermont Ave 90029 13 121
Residence Inn Bev. Hills 1177 South Beverly Dr 90035 5 180
Doubletree by Hilton LA 120 South Los Angeles St 90012 14 434
Renaissance Bev Hills 1224 Beverwil Dr 90035 5 137
Mayfair Hotel 1256 West 7th St 90017 1 294
Motel 6 12775 Encinitas Ave 91342 7 156
Courtyard by Marriot MDR 13480 Maxella Ave 90292 11 285
Best Value Van Nuys 13561 Sherman Way 91405 2 132
Countryside Inn 14955 Roxford St 91342 7 103
Radisson Valley Center 15433 Ventura Blvd 91403 5 198
Motel 6 North Hills 15711 Roscoe Blvd 91343 12 114
Hotel Erwin 1697 Pacific Ave 90291 11 119
Hotel Angelino 170 N Church Ln 90049 11 211
Holiday Inn Brentwood 170 North Church Lane 90049 11 211
Ramada Inn Olympic 1901 West Olympic Blvd 90006 1 130
Holiday Inn Torrance 19800 S Vermont Ave 90502 15 329
Kawada Hotel 200 SHill St 90012 14 116
Hollywood Heights (Hilton) 2005 North Highland Ave 90068 4 160
Alexander Hotel 20200 Sherman Way 91306 3 102
Extended Stay Woodland Hills 20205 Ventura Blvd 91367 3 146
Holiday Inn Woodland Hills 21101 Ventura Blvd 91367 3 120
Intercontinental 2151 Avenue of the Stars 90067 5 367
Warner Center Marriott 21850 Oxnard St 91367 3 463
Staybridge Suites Chatsworth 21902 Lassen St 91311 12 114
Omni Hotel 251 South Olive St 90012 14 443
Howard Johnson Plaza Wilshire Royale 2619 Wilshire Blvd 90057 1 140
Four Seasons Los Angeles 300 South Doheny Dr 90048 5 285
Miyako Inn 328 East 1st St 90012 14 174
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Econo Lodge Wilshire 3400 West 3rd St 90020 13 100
Beverly Garland 4222 Vineland Ave 91602 2 255
Sunrise Hotel San Pedro 525 S Harbor Blvd 90731 15 110
Hilton Checkers 535 S. Grand Ave 90071 14 188
Standard Downtown 550 S Flower St 90071 14 205
Hilton Universal 555 Universal Hollywood Dr 91608 4 483
Crowne Plaza LA Harbor 601 S Palos Verdes St 90731 15 244
Hilton Woodland Hills 6360 Canoga Ave 91367 3 318
Cecil Hotel 640 S Main St 90014 14 630
Voyager Motor Inn 6500 Sepulveda Blvd 91411 6 122
Roosevelt Hotel 7000 Hollywood Blvd 90028 13 302
Highland Gardens 7047 Franklin Ave 90068 4 118
Airtel Plaza 7277 Valjean Ave 91406 6 266
Ritz Milner 813 South Flower St 90017 14 176
Holiday Inn Express Van Nuys 8244 Orion Ave 91406 6 132
Stillwell Hotel 838 South Grand Ave 90017 14 232
Sofitel Hotel 8555 Beverly Blvd 90048 5 311
Holiday Inn Express 8620 Airport Blvd 90045 11 160
Econo Motor Inn North Hills 8647 Sepulveda Blvd 91343 6 100
Figueroa Hotel 939 South Figueroa St 90015 14 287
Radisson Chatsworth 9777 Topanga Canyon Blvd 91311 12 148

Four Unionized Hotels Located Inside the LAX Zone (Group D, part 1)

Hotel Street Address ZIP CD Rooms
Westin LAX 5400 W Century Blvd 90045 11 740
Sheraton Gateway LAX 6101 W Century Blvd 90045 11 802
Radisson LAX 6225 W Century Blvd 90045 11 591
Four Points by Sheraton LAX 9750 Airport Blvd 90045 11 573

Nineteen Unionized Hotels Located Outside the LAX Zone (Group D, part 2)

Hotel Street Address ZIP CD Rooms
Luxe Center Downtown 1020 S. Figueroa St 90015 14 195
Sportsman's Lodge 12825 Ventura Blvd 91604 2 200
Lowes Hollywood 1755 N Highland Ave 90028 13 637
Hyatt Regency Century Plaza 2025 Avenue of the Stars 90067 5 726
Doubletree San Pedro 2800 Via Cabrillo-Marina 90731 15 226
The LA Hotel Downtown 333 S Figueroa St 90071 14 469
Sheraton Universal 333 Universal Hollywood Dr 91608 4 442
The Line Hotel 3515 Wilshire Blvd 90010 10 385
Radisson USC 3540 S Figueroa St 90007 9 240
Westin Bonaventure 404 South Figueroa SI. 90071 14 1,354
SLS Hotel 465 South La Cienega Blvd 90048 5 285
Millennium Biltmore Hotel 506 South Grand Ave 90014 14 633
WHollywood 6250 Hollywood Blvd 90028 13 300
Sheraton downtown 711 South Hope St 90017 14 485
Custom Hotel 8639 Lincoln Blvd 90045 11 250
JW Marriott Hotel LA 900 W. Olympic Blvd 90015 9 876
Ritz-Carlton LA 900 W. Olympic Blvd 90015 9 124
W Hotel Westwood 930 Hilgard Ave 90024 5 258
Wilshire Grand 930 Wilshire Blvd 90017 14 900
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Data Appendix Table 4: Calculating Total Compensation of the Proposed $15.37 Minimum Wage at
Affected Hotels, City of Los Angeles

Jobs Paying Jobs All<$15.37 Paying >$15.37 Workersper Hour per Hour

5,293 1,255 6,548
Number of Workers Affected Unaffected Combined

Workers Workers Workers

Wages and salary of workers at affected hotels, pre-tax: $114,669,669 $55,234,013 $169,903,681

Employer-paid payroll taxes and benefits:

• Federal Social Security (FICA 6.2%, employer-side only) $7,109,519 $3,424,509 $10,534,028

• Federal Medicare (FICA 1.45%, employer-side only) $1,662,710 $800,893 $2,463,603

• Federal Unemployment Tax (FUTA 1.2%, or $84 max per $444,623 $105,381 $110,674CA worker)
• California Unemployment Insurance (UI 5.6%, on the first $2,074,909 $491,776 $2,566,685$7,000 of wages)

• California Employment Training Tax (ETT 0.1%, on the $37,052 $8,782 $14,075
first $7,000 of wages)

• Worker's Compensation Insurance Premium (13.92%) $15,824,414 $7,622,294 $23,446,708

• Health Insurance Premium $16,009,602 $3,794,450 $19,804,052

• Retirement benefits for salaried workers $0 $1,394,486 $1,394,486

Subtotal of employer-paid payroll taxes and benefits: $43,162,830 $17,642,570 $60,334,311

Total Employee Compensation: $157,832,498 $72,876,583 $230,237,992

Source: Economic Roundtable analysis; US Internal Revenue Service. 2013. Topic 751 ~ Social Security and Medicare
Withholding Rates. CA Employment Development Department. 2013. VI, ETT, and SOl Rates, Withholding Schedules, and
Meals and Lodging Values. CA Department of Insurance. 2013. Consumers: CA Workers' Compensation Rate Comparison.
Bureau of Labor Statistics. 2013. Employer Costs for Employee Compensation - June 2013 (USDL ~13-1835). Computations in
table reflect decimal values not shown, with rounding of cell values accounting for errors.

Notes:
• California Unemployment Insurance (UI) rates vary between and within industries, with 5.6

percent of wages being the predominant rate among large hotels in the City of Los Angeles.
Source: 2013 Unemployment Insurance (Ull Rates

• Worker's Compensation Insurance premium rates are industry specific, but vary by carrier and
underwriter. The rate of 13.8 percent of wages is the average rate among policies surveyed.
Source: CA Department of Insurance: Consumers Overview / Buying Insurance / Compare
Premiums / Workers' Compensation Rate Comparison for class code 9050(1), "Hotels."

• Health Insurance premiums are estimates based upon US Census 2009-2011 American
Community Survey data for Los Angeles, in which 54 percent of hotel workers had health
insurance through their employer or union. That equals approximately 3,518 of the 6,548 hotel
works at the affected hotels, for whom their hotel employers paid $5,629 in annual premiums, or
$469 per month, per worker. See also Mercer Health & Benefits LLC. 2009. "Hospitality Zone
Medical Benefits Analysis, City of Los Angeles," report to the City of Los Angeles CAO's Office.

• Retirement benefits were estimated as 3.2% of total compensation for the 19 percent of hotel
workers currently earning $15.37 per month, or 1,255 workers. Source: Bureau of Labor
Statistics. 2013. Employer Costs for Employee Compensation - June 2013 (USDL-13-1835).
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Data Appendix Table 5: Employment Impacts of Tourism-Related Business at Hotels in the City of Los
Angeles

Employment Supported by Tourism at Hotels,
Sector Industry Description

City of Los Angeles Total Share of
Code Direct Indirect Induced Employment Tota!

Employment Employment Employment

a Total 7,849.5 2,163.5 2,183.4 12,196.3 100.00%

1 Oilseed farming a a a a -%

2 Grain farming a a a a -%

3 Vegetable and melon farming a a 0.1 0.1 -%

4 Fruit farming a a a a -%

5 Tree nut farming a a a a -%

6 Greenhouse, nursery, and floriculture production a a 0.2 0.3 -%

7 Tobacco farming a a a a -%

8 Cotton farming a a a a -%

9 Sugarcane and sugar beet farming a a a a -%

10 All other crop farming a a a a -%

11 Cattle ranching and farming a a a a -%

12 Dairy cattle and milk production a 0.1 0.1 0.2 -%

13 Poultry and egg production a a a a -%

14 Animal production, except cattle and poultry and eggs a 0.1 0.1 0.2 -%

15 Forestry, forest products, and timber tract production a a 0 a ~%
16 Commercial logging. a a 0 a -%
17 Commercial Fishing a 0.1 a 0.1 -%
18 Commercial hunting and trapping a a 0 a -%
19 Support activities for agriculture and forestry a a a a -%
20 Extraction of oil and natura! gas a 2.1 1.4 3.6 0.03%
21 Mining coal a a 0 a -%
22 Mining iron are a a 0 a -%
23 Mining copper, nickel, lead, and zinc a a a a -%
24 Mining gold, silver, and other metal ore a a a a -%
25 Mining and quarrying stone a a a a -%

Mining and quarrying sand, gravel, clay, and ceramic and a
26 refractory minerals a a a -%
27 Mining and quarrying other nonmetallic minerals a a a a -%
28 Drilling oil and gas wells a a a a -%
29 Support activities for oil and gas operations a a a a -%
30 Support activities for other mining a a a a -%

31 Electric power generation, transmission, and distribution a 0.7 0.1 0.8 0.01%
32 Natural gas distribution a 6.2 2.0 8.2 0.07%
33 Water, sewage and other treatment and delivery systems a 0.1 a 0.1 -%

Construction of new nonresidential commercial and a
34 health care structures a a a -%

Construction of new nonresidential manufacturing a
35 structures a a a -%
36 Construction of other new nonresidential structures a a a a -%

Construction of new residential permanent site single- a
37 and multi-family structures a a a -%
38 Construction of other new residential structures a a a a -%
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Employment Supported by Tourism at Hotels,
Sector Industry Description

City of Los Angeles Total Share of
Code Direct Indirect Induced Employment Total

Employment Employment Employment
Maintenance and repair construction of nonresidential

39 structures 0 78.5 8.5 87.0 0.71%
Maintenance and repair construction of residential

40 structures 0 0.4 3.8 4.2 03%

41 Dog and cat food manufacturing 0 0 0 0 -%

42 Other animal food manufacturing 0 0 0 0 -%
43 Flour milling and malt manufacturing 0 0 0 0 -%
44 Wet corn milling 0 0 0 0 -%
45 Soybean and other oilseed processing 0 0 0 0 -%
46 Fats and olls refining and blending 0 0 0 0 -%
47 Breakfast cereal manufacturing 0 0 0 0 -%

48 Sugar cane mills and refining 0 0 0 0 -%

49 Beet sugar manufacturing 0 0 0 0 -%
Chocolate and confectionery manufacturing from cacao

50 beans 0 0 0 0 ~%

51 Confectionery manufacturing from purchased chocolate 0 0 0.1 0.1 -%

52 Nonchocolate confectionery manufacturing 0 0 0.1 0.1 -%

53 Frozen food manufacturing 0 0.1 0.1 0.2 -%
54 Fruit and vegetable canning, pickling, and drying 0 0 0 0.1 -%

55 Fluid milk and butter manufacturing 0 0.6 O.S 1.4 01%

56 Cheese manufacturing 0 0.1 0.2 0.4 -%
Dry, condensed, and evaporated dairy product

57 manufacturing 0 0 0 0.1 _ °/0

58 Ice cream and frozen dessert manufacturing 0 0.2 0.2 0.4 -%
Animal (except poultry) slaughtering, rendering, and

59 processing 0 5.3 5.4 10.7 09%

60 Poultry processing 0 0.5 1.4 1.9 02%

61 Seafood product preparation and packaging 0 O.S 0.4 1.2 01%

62 Bread and bakery product manufacturing 0 6.0 5.4 11.4 09%

63 Cookie, cracker, and pasta manufacturing 0 0.4 1.6 2.0 02%

64 Tortllla manufacturing 0 0.1 0.6 0.6 01%

65 Snack food manufacturing 0 0 0.1 0.1 -%

66 Coffee and tea manufacturing 0 0.3 0.3 0.7 01%

67 Flavoring syrup and concentrate manufacturing 0 0.1 0 0.1 -%
68 Seasoning and dressing manufacturing 0 1.2 0.7 1.9 02%

69 AU other food manufacturing 0 0.3 1.0 1.3 01%

70 Soft drink and ice manufacturing 0 0.1 0.2 0.3 -%
71 Breweries 0 0 0 0 ~%

72 Wineries 0 0 0 0 -%

73 Distilleries 0 0 0 0 -%

74 Tobacco product manufacturing 0 0 0 0 -%
75 Fiber, yarn, and thread mills 0 0 0 0 -%
76 Broadwoven fabric mills 0 0 0 0 -%

77 Narrow fabric mills and schifff machine embroidery 0 0 0 0 ¥%

78 Nonwoven fabric mills 0 0 0 0 -%

79 Knit fabric mills 0 0 0 0 -%

SO Textlle and fabric flnlshlno mills 0 0.1 0.1 0.2 -%
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Employment Supported by Tourism at Hotels,

Sector Industry Description
City of Los Angeles Total Share of

Code Direct Indirect Induced Employment Total
Employment Employment Employment

81 Fabric coating mills 0 0 0 0 -%

82 Carpet and rug mills 0 0 0 0 -%

83 Curtain and linen mills 0 0.3 0.1 0.4 -%

84 Textne bag and canvas mills 0 0 0 0 -%

85 All other textile product mills 0 0 0 0.1 -%
86 Apparel knitting mills 0 0 0.2 0.2 -%
87 Cut and sew apparel contractors 0 0.5 0.8 1.4 01%

88 Mens and boys cut and sew apparel manufacturing 0 0 0.3 0.3 -%

89 Womens and girls cut and sew apparel manufacturing 0 0 1.1 1.2 01%

90 Other cut and sew apparel manufacturing 0 0 0.3 0.3 -%
91 Apparel accessories and other apparel manufacturing 0 0 0.2 0.2 -%
92 Leather and hide tanning and finishing 0 0 0 0 -%
93 Footwear manufacturing 0 0 0.4 0.4 -%

94 Other leather and allied product manufacturing 0 0 0.2 0.2 ~ %

95 Sawmills and wood preservation 0 0.1 0 0.1 _ %

96 Veneer and plywood manufacturing 0 0 0 0 -%

97 Engineered wood member and truss manufacturing 0 0 0 0 -%
98 Reconstituted wood product manufacturing 0 0 0 0 -%

99 Wood windows and doors and millwork manufacturing 0 0.4 0.3 0.7 01%

100 Wood container and pallet manufacturing 0 0.2 0.5 0.7 01%

101 Manufactured home (mobile home) manufacturing 0 0 0 0 -%

102 Prefabricated wood building manufacturing 0 0 0 0 -%
103 All other miscellaneous wood product manufacturing 0 1.5 0.1 1.7 01%

104 Pulp mills 0 0 0 0 -%
105 Paper mills 0 0 0 0 -%
106 Paperboard Mills 0 0 0 0 -%
107 Paperboard container manufacturing 0 0 0 0 -%

Coated and laminated paper, packaging paper and
10B plastics film manufacturing 0 0 0 0 -%

AI! other paper bag and coated and treated paper
109 manufacturing 0 0.1 0.1 0.2 -%
110 Stationery product manufacturing 0 0 0 0 -%
111 Sanitary paper product manufacturing 0 0 0 0 -%
112 All other converted paper product manufacturing 0 0 0 0 -%

113 Printing 0 1B.1 1.8 19.9 0.16%
114 Support activities for printing 0 0.5 0.1 0.5 -%
115 Petroleum refineries 0 1.2 1.1 2.3 02%
116 Asphalt paving mixture and block manufacturing 0 0 0 0 -%
117 Asphalt shingle and coating materials manufacturing 0 0.2 0.1 0.2 -%
118 Petroleum lubricating oil and grease manufacturing 0 0.1 0.1 0.2 -%
119 All other petroleum and coal products manufacturing 0 0 0 0 -%
120 Petrochemical manufacturing 0 0 0 0 -%
121 Industrial gas manufacturing 0 0 0.1 0.1 -%

122 Synthetic dye and pigment manufacturing 0 0 0 0 ~%

123 Alkalies and chlorine rnanufacturino 0 0 0 0 -%
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Employment Supported by Tourism at Hotels,

Sector Industry Description
City of Los Angeles Total Share of

Code Direct Indirect Induced Employment Total

Employment Employment Employment

124 Carbon black manufacturing 0 0 0 0 -%

125 All other basic inorganic chemical manufacturing 0 0 0.1 0.1 -%
126 Other basic organic chemical manufacturing 0 0 0 0 -%

127 Plastics material and resin manufacturing 0 0 0 0 -%

128 Synthetic rubber manufacturing 0 0 0 0 -%
129 Artificial and synthetic fibers and filaments manufacturing 0 0 0 0 -%

130 Fertilizer manufacturing 0 0 0 0 -%
131 Pesticide and other agricultural chemical manufacturing 0 0 0 0 -%
132 Medicinal and botanical manufacturing 0 0 0.1 0.1 -%

133 Pharmaceutical preparation manufacturing 0 0 1.8 1.8 02%

134 In-vitro diagnostic substance manufacturing 0 0 0.6 0.6 -%
135 Biological product (except diagnostic) manufacturing 0 0 0.2 0.2 -%
136 Paint and coating manufacturing 0 0 0 0 -%
137 Adhesive manufacturing 0 0.1 0.1 0.1 -%
138 Soap and cleaning compound manufacturing 0 0.2 0.6 0.9 01%
139 Tollet preparation manufacturing 0 0.1 1.3 1.4 01%
140 Printing ink manufacturing 0 0.2 0 0.3 -%
141 All other chemical product and preparation manufacturing 0 0.4 0.3 0.7 01%

Plastics packaging materials and untamlnated film and
142 sheet manufacturing 0 0.5 0.6 1.0 01%
143 Unlaminated plastics profile shape manufacturing 0 0 0 0 -%
144 Plastics pipe and pipe fitting manufacturing 0 0.1 0 0.1 -%

Laminated plastics plate, sheet (except packaging), and
145 shape manufacturing 0 0.2 0.1 0.3 -%
146 Polystyrene foam product manufacturing 0 0.2 0.2 0.4 -%

Urethane and other foam product (except polystyrene)
147 manufacturing 0 0.5 0.3 0.8 01%
148 Plastics bottle manufacturing 0 0.1 0.1 0.2 -%
149 Other plastics product manufacturing 0 1.6 1.5 3.1 03%
150 Tire manufacturing 0 0 0 0 -%
151 Rubber and plastics hoses and belting manufacturing 0 0 0 0 -%
152 Other rubber product manufacturing 0 0 0 0 -%
153 Pottery, ceramics, and plumbing fixture manufacturing 0 0 0 0 -%

Brick, tile, and other structural clay product
154 manufacturing 0 0 0 0 -%
155 Clay and nonclay refractory manufacturing 0 0 0 0 -%
156 Flat glass manufacturing 0 0 0 0 -%

Other pressed and blown glass and glassware
157 manufacturing 0 0.2 0.2 0.3 -%
158 Glass container manufacturing 0 0.1 0.1 0.1 -%
159 Glass product manufacturing made of purchased glass 0 0.5 0.5 1.0 01%
160 Cement manufacturing 0 0 0 0 -%
161 Ready-mix concrete manufacturing 0 0 0 0 -%
162 Concrete pipe, brick, and block manufacturing 0 0 0 0 -%
163 Other concrete product manufacturing 0 0 0 0 -%
164 Lime and gypsum product manufacturing 0 0 0 0 -%

165 Abrasive orcouct manufacturina 0 0 0 0 -%
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Employment Supported by Tourism at Hotels,
Sector Industry Description

City of Los Angeles Total Share of
Code Direct Indirect Induced Employment Total

Employment Employment Employment

166 Cut stone and stone product manufacturing 0 0 0 0 -%
167 Ground or treated mineral and earth manufacturing 0 0 0 0 -%
168 Mineral wool manufacturing 0 0 0 0 -%
169 Miscellaneous nonmetallic mineral product manufacturing 0 0 0 0 -%
170 Iron and steel mills and ferroalloy manufacturing 0 0 0 0 -%
171 Steel product manufacturing from purchased steel 0 0 0 0 -%

172 Alumina refining and primary aluminum production 0 0 0 0 -%
173 Secondary smelting and aUoying of aluminum 0 0 0 0 -%

Aluminum product manufacturing from purchased
174 aluminum 0 0 0 0 -%

175 Primary smelting and refining of copper 0 0 0 0 -%
Primary smelting and refining of nonferrous metal (except

176 copper and aluminum) 0 0 0 0 -%
177 Copper rolling, drawing, extruding and alloying 0 0 0 0 -%

Nonferrous metal (except copper and aluminum) rolling,
178 drawing, extruding and alloying 0 0 0 0 -%
179 Ferrous metal foundries 0 0 0 0 -%
180 Nonferrous metal foundries 0 0 0 0 -%
181 All other forging, stamping, and sintering 0 0 0 0 -%
182 Custom fOI! forming 0 0 0 0 -%
183 Crown and closure manufacturing and metal stamping 0 0 0 0.1 -%
184 Cutlery, utensil, pot, and pan manufacturing 0 0 0 0 -%

185 Handtool manufacturing 0 0.1 0 0.1 -%
Plate work and fabricated structural product

186 manufacturing 0 0 0 0 -%
Ornamental and architectural metal products

187 manufacturing 0 0 0 0.1 -%
188 Power boiler and heat exchanger manufacturing 0 0 0 0 -%
189 Metal tank (heavy gauge) manufacturing 0 0 0 0 -%

Metal can, box, and other metal container (light gauge)
190 manufacturing 0 0 0 0 -%
191 Ammunition manufacturing 0 0 0 0 -%
192 Arms, ordnance, and accessories manufacturing 0 0 0 0 -%
193 Hardware manufacturing 0 0 0 0.1 -%
194 Spring and wire product manufacturing 0 0.1 0 0.1 -%
195 Machine shops 0 0.3 0.2 OA -%
196 Turned product and screw, nut, and bolt manufacturing 0 0.1 0 0.1 -%
197 Coating, engravi'ng, heat treating and allied activities 0 0.2 0.1 0.3 -%
198 Valve and fittings other than plumbing manufacturing 0 0.1 0 0.2 -%
199 Plumbing fixture fitting and trim manufacturing 0 0 0 0.1 -%
200 Ball and roller bearing manufacturing 0 0 0 0.1 -%
201 Fabricated pipe and pipe fitting manufacturing 0 0 0 0 -%
202 Other fabricated metal manufacturing 0 0 0 0 -%
203 Farm machinery and equipment manufacturing 0 0 0 0 -%
204 Lawn and garden equipment manufacturing 0 0 0 0 -%
205 Construction machinery manufacturing 0 0 0 0 .%
206 Minlno and oil and qas field machinery manufacturlnq 0 0 0 0 -%
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Employment Supported by Tourism at Hotels,

Sector Industry Description
City of Los Angeles Total Share of

Code Direct Indirect Induced Employment Tota!
Employment Employment Employment

207 Other industrial machinery manufacturing 0 0 0 0.1 -%

208 Plastics and rubber industry machinery manufacturing 0 0 0 0 -%

209 Semiconductor machinery manufacturing 0 0 0 0 -%
Vending, commercial, industrial, and office machinery

210 manufacturing 0 0 0 0.1 -%

211 Optical Instrument and lens manufacturing 0 0 0 0 -%
Photographic and photocopying equipment

212 manufacturing 0 0 0.1 0.1 -%
Other commercial and service industry machinery

213 manufacturing 0 0 0.1 0.1 -%

214 Air purification and ventilation equipment manufacturing 0 0 0 0 -%
Heating equipment (except warm air furnaces)

215 manufacturing 0 0 0 0 -%
Air conditioning, refrigeration, and warm air heating

216 equipment manufacturing 0 0 0 0 -%
217 Industria! mold manufacturing 0 0 0 0 -%
218 Metal cutting and forming machine tool rnanufacturinq 0 0 0 0 -%
219 Special tool, die, jig, and fixture manufacturing 0 0 0 0 -%

220 Cutting tool and machine tool accessory manufacturing 0 0.1 0 0.1 -%
Rolling mill and other metalworking machinery

221 manufacturing 0 0 0 0 -%
222 Turbine and turbine generator set units manufacturing 0 0.1 0 0.1 -%

Speed changer, industrial high-speed drive, and gear
223 manufacturing 0 0 0 0 -%

Mechanical power transmission equipment
224 manufacturing 0 0 0 0 -%
225 Other engine equipment manufacturing 0 0 0 0 -%
226 Pump and pumping equipment manufacturing 0 0 0 0 -%
227 Air and gas compressor manufacturing 0 0 0 0 -%
228 Material handling equipment manufacturing 0 0 0 0.1 ~%
229 Power -drtven handtoo! manufacturing 0 0 0 0 -%
230 Other genera! purpose machinery manufacturing 0 0 0 0 -%

231 Packaging machinery manufacturing 0 0 0 0 -%
232 Industrial process furnace and oven manufacturing 0 0 0 0 -%

233 Fluid power process machinery manufacturing 0 0 0 0 -%
234 Electronic computer manufacturing 0 0 0.2 0.2 -%
235 Computer storage device manufacturing 0 0 0 0 -%

Computer terminals and other computer peripheral
236 equipment manufacturing 0 0.4 0.4 0.7 01%
237 Telephone apparatus manufacturing 0 0.1 0.1 0.2 -%

Broadcast and Wireless communications equipment
238 manufacturing 0 0 0.1 0.1 -%
239 Other communications equipment manufacturing 0 0.2 0.1 0.3 -%
240 Audio and video equipment manufacturing 0 0.1 0.4 0.5 -%
241 Electron tube manufacturing 0 0 0 0 -%
242 Bare printed circuit board manufacturing 0 0 0 0.1 -%
243 Semiconductor and related device manufacturing 0 0.3 0.3 0.6 01%

Electronic capacitor, resistor, coil, transformer, and other
244 inductor manufacturing 0 0 0 0.1 -%
245 Electronic connector manufacturina 0 0 0 0 ~%
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Employment Supported by Tourism at Hotels,
Sector Industry Description

Clty of Los Angeles Total Share of
Code Direct Indirect Induced Employment Total

Employment Employment Employment
Printed circuit assembly (electronic assembly)

246 manufacturing 0 0.2 0.2 0.4 ~ %

247 Other electronic component manufacturing 0 0.1 0.1 0.2 ~%
Electromedical and electrotherapeutic apparatus

248 manufacturing 0 0 0.4 0.4 -%
Search, detection, and navigation instruments

249 manufacturing 0 0 0.1 0.1 -%

250 Automatic environmental control manufacturing 0 0 0 0 -%

251 Industrial process variable instruments manufacturing 0 0 0 0.1 -%
Totalizing fluid meters and counting devices

252 manufacturing 0 0 0 0 -%

253 Electricity and signal testing instruments manufacturing 0 0 0 0 ~%
254 Analytical laboratory instrument manufacturing 0 0 0 0 ~%
255 Irradiation apparatus manufacturing 0 0 0 0 ~%

Watch, clock, and other measuring and controlling device
256 manufacturing 0 0 0 0 .%
257 Software, audio, and video media for reproduction 0 0.2 0.1 0.3 ~%

258 Magnetic and optical recording media manufacturing 0 2.8 0.1 2.8 02%
259 Electric lamp bulb and part manufacturing 0 0 0 0 ~%

260 Lighting fixture manufacturing 0 0 0 0 ~%

261 Small electrical appliance manufacturing 0 0 0 0 ~%

262 Household cooking appliance manufacturing 0 0 0 0 ~%
263 Household refrigerator and home freezer manufacturing 0 0 0 0 ~%

264 Household laundry equipment manufacturing 0 0 0 0 -%
265 Other major household appliance manufacturing 0 0 0 0 -%

Power, distribution, and specialty transformer
266 manufacturing 0 0 0 0 -%
267 Motor and generator manufacturing 0 0 0 0 -%

268 Switchgear and switchboard apparatus manufacturing 0 0.1 0.1 0.2 -%
269 Relay and industrial control manufacturing 0 0 0 0 -%

270 Storage battery manufacturing 0 0 0.1 0.1 .%
271 Primary battery manufacturing 0 0 0.1 0.1 -%

Communication and energy wire and cable
272 manufacturing 0 0 0 0 - Oft.

273 Wiring device manufacturing 0 0 0 0 -%

274 Carbon and graphite product manufacturing 0 0 0 0 -%
AU other miscellaneous electrical equipment and

275 component manufacturing 0 0 0 0 -%
276 Automobile manufacturing 0 0 0 0 -%

277 Light truck and utility vehicle manufacturing 0 0 0 0 -%

278 Heavy duty truck manufacturing 0 0 0 0 -%
279 Motor vehicle body manufacturing 0 0 0.1 0.1 -%

280 Truck trailer manufacturing 0 0 0 0 -%

281 Motor home manufacturing 0 0 0 0 -%
282 Travel trailer and camper manufacturing 0 0 0 0 -%

283 Motor vehicle parts manufacturing 0 1.1 0.7 1.8 01%

284 Aircraft manufacturing 0 0 0 0 -%
285 Aircraft enoine and enulne oarts manufacturina 0 0 0 0 -%



Repaying Hospitality: Economic Impacts of a Hotel Minimum Wage 55

Employment Supported by Tourism at Hotels.
Sector Industry Description

City of Los Angeles Total Share of
Code Direct Indirect Induced Employment Tota!

Employment Employment Employment
Other aircraft parts and auxiliary equipment

286 manufacturing 0 0.1 0.1 0.1 -%

287 Guided missile and space vehicle manufacturing 0 0 0 0 -%
Propulsion units and parts for space vehicles and guided

288 missiles manufacturing 0 0 0 0 -%

289 Railroad rolling stock manufacturing 0 0 0 0 -%

290 Ship building and repairing 0 0 0 0 -%

291 Boat building 0 0 0 0 -%

292 Motorcycle, bicycle, and parts manufacturing 0 0 0 0 -%
Military armored vehicle, tank, and tank component

293 manufacturing 0 0 0 0 -%

294 AU other transportation equipment manufacturing 0 0 0 0 -%

295 Wood kitchen cabinet and countertop manufacturing 0 0.4 0.9 1.3 01%

296 Upholstered household furniture manufacturing 0 0 1.7 1.7 01%

297 Nonupholstered wood household furniture manufacturing 0 0 1.2 1.2 01%)

298 Metal and other household furniture manufacturing 0 0 0.3 0.3 -%

299 Institutional furniture manufacturing 0 0 0 0 -%

300 Office Furniture 0 0 0.3 0.3 -%
Custom architectural woodwork and-millwork

301 manufacturing 0 0 0 0 -%

302 Showcase, partition, shelving, and locker manufacturing 0 0.1 0.2 0.4 -%

303 Mattress manufacturing 0 0 0.4 0.4 -%

304 Blind and shade manufacturing 0 0 0.3 0.3 -%
Surgical and medical instrument, laboratory and medical

305 instrument manufacturing 0 0 0.2 0.2 -%

306 Surgical appliance and supplies manufacturing 0 0.1 1.6 La 01%

307 Dental equipment and supplies manufacturing .0 0 0.2 0.2 -%

308 Ophthalmic goods manufacturing 0 0 0.3 0.3 -%

309 Dental laboratories manufacturing 0 0 0.8 0.8 01%

310 Jewelry and silverware manufacturing 0 0 0 0 -%

311 Sporting and athletic goods manufacturing 0 0 0 0 -%

312 Doll, toy, and game manufacturing 0 0 0 0 -%

313 Office supplies (except paper) manufacturing 0 0.1 0 0.1 -%

314 Sign manufacturing 0 0.8 0.1 0.9 01%

315 Gasket, packing, and sealing device manufacturing 0 0 0 0 -%

316 Musical instrument manufacturing 0 0 0 0 -%

317 All other miscellaneous manufacturing 0 0 0.1 0.1 -%

318 Broom, brush, and mop manufacturing 0 0 0 0 -%

319 Wholesale trade businesses 0 26.9 85.4 112.3 0.92%.

320 Retail Stores - Motor vehicle and parts 0 1.1 28.3 29.4 0.241yo

321 Retail Stores - Furniture and home furnishings 0 0.3 13.8 14.1 0.12%

322 Retail Stores - Electronics and appliances 0 0.3 13.0 13.3 0.11%

323 Retail Stores - Building material and garden supply 0 0.8 15.4 16.3 0.13%

324 Retail Stores - Food and beverage 0 1.7 75.8 77.6 0.64%

325 Retall Stores - Health and personal care 0 0.7 30.4 31.1 0.25%

326 Retail Stores - Gasoline stations 0 0.3 10.3 10.6 09%

327 Retail Stores - Ctothino and clothina accessories 0 0.9 40.7 41.5 0.34%
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Employment Supported by Tourism at Hotels,
Sector Industry Description

City of Los Angeles Total Share of
Code Direct indirect Induced Employment Total

Employment Employment Employment

328 Retail Stores - Sporting goods, hobby, book and music 0 0.4 18.2 18.6 0.15%
329 Retail Stores - General merchandise 0 1.0 44.8 45.8 0.38%
330 Retail Stores - Miscellaneous 0 0.8 34.6 35.4 0.29%
331 Retail Nonstores Direct and electronic sales 0 0.6 33.8 34.5 0.28%
332 Transport by air 0 3.5 5.3 8.8 07%

333 Transport by rail 0 0.8 0.6 1.4 01%

334 Transport by water 0 0.1 0.3 0.4 -%

335 Transport by truck 0 14.2 14.2 28.4 0.23%
336 Transit and ground passenger transportation 0 9.6 8.6 18.2 0.15%
337 Transport by pipeline 0 0.1 0 0.1 -%

Scenic and sightseeing transportation and support
338 activities for transportation 0 7.7 6.1 13.8 0.11%

339 Couriers and messengers 0 9.7 5.6 15.3 0.13%

340 Warehousing and storage 0 9.9 4.5 14.4 0.12%

341 Newspaper publishers 0 11.7 1.5 13.2 0.11%

342 Periodical publishers 0 10.4 1.2 11.6 09%

343 Book publishers 0 0.1 0.5 0.6 -%

344 Directory, mailing list, and other publishers 0 1.4 0.2 1.6 01%

345 Software publishers 0 0.5 0.4 1.0 01%

346 Motion picture and video industries 0 10.7 3.1 13.8 0.11%

347 So'und recording industries 0 0.9 0.4 1.3 01%

348 Radio and television broadcasting 0 26.1 2.0 28.1 0.23%

349 Cable and other subscription programming 0 19.2 1.7 20.8 0.17%

350 Internet publishing and broadcastinq 0 10.5 1.0 11.5 09%

351 Telecommunications 0 17.9 8.1 26.0 0.21%
Data processing, hosting, ISP, web search portals and

352 related services 0 2.5 1.1 3.5 03%

353 Other information services 0 0.1 0.1 0.2 -%
Monetary authorities and depository credit intermediation

354 activities 0 13.1 20.1 33.2 0.27%

355 Nondepository credit intermediation and related activities 0 35.3 41.1 76.4 0.63%
Securities, commodity contracts, investments, and

356 related activities 0 20.2 57.2 77.4 0.63%

357 Insurance carriers 0 43.4 30.3 73.7 0.60%

358 Insurance agencies, brokerages, and related activities 0 14.7 12.4 27.1 0.22%

359 Funds, trusts, and other financial vehicles 0 0.3 8.3 8.5 07%

360 Real estate establishments 0 77.8 79.0 156.7 1.29%

361 Imputed rental activity for owner-occupied dwellings 0 0 0 0 -%

362 Automotive equipment rental and leasing 0 12.9 6.2 19.1 0.16%
General and consumer goods rental except video tapes

363 and discs 0 2.1 5.3 7.4 06%

364 Video tape and disc rental 0 0 1.3 1.3 01%
Commercial and industrial machinery and equipment

365 rental and leasing 0 6.5 1.1 7.6 06%

366 Lessors of nonfinancial intangible assets 0 2.1 0.4 2.5 02%

367 Legal services 0 41.6 24.1 65.7 0.54%
Accounting, tax preparation, bookkeeping, and payroll

368 services 0 58.9 14.7 73.6 0.60%
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Employment Supported by Tourism at Hotels,
Sector Industry Description

Cfty of Los Angeles Total Share of
Code Direct Indirect Induced Employment Total

Employment Emplcyrnent Employment

369 Architectural, engineering, and related services 0 14.5 4.9 19.3 0.16%

370 Specialized design services 0 2.1 1.2 3.2 03%

371 Custom computer programming services 0 2.2 0.9 3.1 03%

372 Computer systems design services 0 6.3 2.4 8.7 07%
Other computer related services, including facilities

373 management 0 1.4 0.6 2.0 02%

374 Management, scientific, and technical consulting services 0 68.6 12.6 81.2 0.67%
375 Environmental and other technical consulting services 0 9.0 1.6 10.6 09%

376 Scientific research and development services 0 6.1 3.8 9.9 08%

377 Advertising and related services 0 109.0 8.2 117.2 0.96%
378 Photographic services 0 1.8 1.0 2.8 02%

379 Veterinary services 0 0 6.6 6.6 05%
All other miscellaneous professional, scientific, and

380 technical services 0 8.5 2.6 11.1 09%
381 Management of companies and enterprises 0 109.5 13.5 123.0 1.01%
382 Employment services 0 104.9 28.2 133.1 1.09%
383 Travel arrangement and reservation services 0 16.1 2.1 18.2 0.15%
384 Office administrative services 0 17.5 4.7 22.2 0.18%
385 Facilities support services 0 0.2 0.1 0.3 -%

386 Business support services 0 34.9 10.1 45.0 0.37%
387 Investigation and security services 0 23.5 11.1 34.5 0.28%
388 Services to buHdings and dwellings 0 286.1 27.7 313.8 2.57%
389 Other support services 0 12.8 3.4 16.2 0.13%
390 Waste management and remediation services 0 27.2 3.3 30.5 0.25%
391 Private elementary and secondary schools 0 0 28.0 28.0 0.23%

Private junior colleges, colleges, universities, and
392 professional schools 0 0.1 40.8 40.9 0.34%
393 Other private educational services 0 0.5 25.3 25.8 0.21%

Offices of physicians, dentists, and other health
394 practitioners 0 0 138.3 138.3 1.13%

395 Home health care services 0 0 27.6 27.6 0.23%
Medical and diagnostic labs and outpatient and other

396 ambulatory care services 0 0 35.6 35.7 0.29%
397 Private hospitals 0 0 111.2 111.2 0.91%
398 Nurslnq and residential care facilities 0 0 65.0 65.0 0.53%
399 Child day care services 0 0 32.0 32.0 0.26%
400 Individual and family services 0 0 53.7 53.7 0.44%

Community food, housing, and other relief services,
401 including rehabilitation services 0 0 22.0 22.0 0.18%
402 Performing arts companies 0 3.9 6.4 10.4 09%
403 Spectator sports companies 0 11.8 7.3 19.2 0.16%

Promoters of performing arts and sports and agents for
404 pubtlc figures 0 4.3 6.6 10.8 09%
405 Independent artists, writers, and performers 0 7.9 1.1 9.1 07%
406 Museums, historical sites, zoos, and parks 0 0 2.7 2.7 02%
407 Fitness and recreational sports centers 0 4.9 12.1 16.9 0.14%
408 Bowling centers 0 0 0.8 0.8 01%
409 Amusement parks, arcades, and oambftno industries 0 0.1 18.2 18.3 0.15%
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Employment Supported by Tourism at Hotels,
Sector Industry Description

City of Los Angeles Tota! Share of
Code Direct Indirect Induced Employment Total

Employment Employment Employment

410 Other amusement and recreation industries 0 1.5 5.7 7.2 06%

411 Hotels and motels, including casino hotets 7,849.5 17.9 15.9 7,883.3 64.64%

412 Other accommodations 0 0.1 3.9 3.9 03%

413 Food services and drinking places 0 329.9 233.5 563.4 4.62%
414 Automotive repair and maintenance, except car washes 0 30.6 22.1 52.7 0.43%

415 Car washes 0 2.4 5.6 7.9 07%
Electronic and precision equipment repair and

416 maintenance 0 4.2 1.7 5.8 05%
Commercial and industrial machinery and equipment

417 repair and maintenance 0 17.2 2.3 19.5 0.16%
418 Personal and household goods repair and maintenance 0 6.4 2.7 9.1 07%

419 Personal care services 0 0 19.6 19.6 0.16%
420 Death care services 0 0 3.2 3.2 03%

421 Dry-clearunq and laundry services 0 50 10.6 60.6 0.50%

422 Other personal services 0 5.1 10.6 15.7 0.13%

423 Religious organizations 0 0 11.0 11.0 09%

424 Grantmaking, giving, and social advocacy organizations 0 0 17.1 17.1 0.14%

425 Civic, social, professional, and similar organizations 0 11.5 35.5 47.0 0.39%

426 Private household operations 0 0 86.5 86.5 0.71%

427 US Postal Service 0 73.2 7.6 80.8 0.66%

428 Federal electric utilities 0 0 0 0 -%
429 Other Federal Government enterprises 0 0.5 0.7 1.2 01%

430 State and local government passenger transit 0 4.8 4.3 9.1 07%

431 State and local government electric utilities 0 16.0 3.1 19.1 0.16%

432 Other state and local government enterprises 0 21.7 16.6 38.4 0.31%

433 * Not an industry (Used and secondhand goods) 0 0 0 0 -%
434 * Not an industry (Scrap) 0 0 0 0 -%
435 * Not an industry (Rest of the world adjustment) 0 0 0 0 -%

436 * Not an industry (Noncomparable foreign imports) 0 0 0 0 -%
* Employment and payroll only (state & local govt, non-

437 education) 0 0 0 0 -%
* Employment and payroll only (state & local govt,

438 education) 0 0 0 0 -%
439 * Employment and payroll only (federal govt, non-military) 0 0 0 0 -%
440 • Emolovmenl and oavroll onlv (federal aavt, rnilltarv) 0 0 0 0 -%



End Notes

I In this report, the "hotel industry" and "hotels" refers to business establishments classified under NAICS 72111,
hotels (except casino hotels) and motels. "This industry comprises establishments primarily engaged in providing
short-term lodging in facilities known as hotels, motor hotels, resort hotels, and motels. The establishments in this
industry may offer food and beverage services, recreational services, conference rooms and convention services,
laundry services, parking, and other services." Source: US Census Bureau, Industry Statistics Sampler, 2007
NAICS Definition.

2 See: Flaming, Daniel. 2010. Impacts 0/ Living Wages in the Airport Hospitality Enhancement Zone. Economic
Roundtable: prepared for the City of Los Angeles Administrative Officer. See also: Flaming, Daniel, Patrick Burns
and Brent Haydamack. 2006. From the Pockets of Strangers: Economic Impacts of Tourism in Los Angeles and Five
Competing Metropolitan Destinations. Economic Roundtable: underwritten by LA INC., the Convention and
Visitors Bureau.

3 City of Los Angeles, 2008. Ordinance No. 178432: An ordinance adding Article 4 to Chapter X of the Los Angeles
Municipal Code to create an Airport Hospitality Enhancement Zone. Page I.

4 Bachrach, Eve. 2013. "Mapping Los Angeles's 21 Hotels under Development Right Now," Curbed Los Angeles,
Thursday, June 27 on-line edition. http://la.curbed.com/archives/2013/06/ Hotels planned to open in the City of Los
Angeles include:

o Hotel Clark (opening 2013, 347 rooms) 0Ace Hotel (2013, 182 rooms)
o The Line (2013 385 rooms) 0Holiday Inn Express (2013,80 rooms)
o Marriott Residence Inn (2016, 374 rooms) 0Renaissance Hotel LA Live (2014, 450 rooms)
o Wilshire Grand (2017, 900 rooms) 0Empire Hotel (2014, 183 rooms)
01629 Griffith Park (opening year unknown, 25 rooms)

5 Los Angeles Convention and Visitors Bureau, 2013. Market Outlook Forum, held at the Los Angeles convention
Center on Thursday, August 15, 2013.

6 US Census Bureau. Census 0/ Population and Housing, 1980 [California]: Summary Tape File I; US Census
Bureau. Census of Population and Housing, 2010 [California): Summary File I.

7 There are 13 hotels located within the 2008 Airport Hospitality Enhancement Zone:
o La Quinta Inn 0Westin Hotel* 0Travelodge Hotel
o Hilton Hotel 0Marriott Hotel 0 Crowne Plaza Hotel
o Sheraton Gateway Hotel= 0 Courtyard by Marriott 0Radisson Hotel*
o Renaissance Hotel 0Four Points by Sheraton* 0Embassy Suites Hotel
• Holiday Inn * Hotels with an asterisk are currently unionized.
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8 Overnight visitors, overnight visitor spending in Los Angeles declined in 200S and 2009:

Year
2000
2001
2002
2003
2004
200S
2006
2007
200S
2009
2010
2011
2012

Number of Overnight Visitors
24.2 million
22.S million
22.1 million
23.3 million
24.3 million
2S.0 million
2S.4 million
2S.9 million
2S.7 million
23.9 million
26.1 million
27.0 million
27.9 million

Overnight Visitor Spending
$13.S billion
$12.S billion
$11.6 billion
$11.2 billion
$12.3 billion
$13.4 billion
$14 billion
$14.6 billion
$14.2 billion
$12.2 billion
$13.S billion
$14.7 billion
$IS.7 billion

Source: Bureau of Economic Analysis; CfC Research; Tourism Economics. Information from a report released by
the Los Angeles Convention and Visitors Board. 2013. Los Angeles Tourism Statistics 2012: Los Angeles Tourism
by Numbers, 2012 Quick Facts. Obtained on-line at: http://www.discoveriosangelcs.com/tourismiresearch

9 For example, three large hotels with 100+ rooms each opened in 2010 in the City of Los Angeles:

W Hotel Hollywood
JW Marriott Hotel Los Angeles
Ritz-Carlton Los Angeles

62S0 Hollywood Blvd
900 W. Olympic Blvd
900 W. Olympic Blvd

300 rooms
S76 rooms
124 rooms

These hotels added over a thousand new hotels jobs combined, not counting other new hotels opening in the City of
Los Angeles since July 200S. Without these new hotel properties being added to the city's overall inventory, the
S96 net jobs added from July 200S through the end of2011 was actually a decline.

10 Bachrach, Eve. 2013. "Mapping Los Angeles's 21 Hotels under Development Right Now," Curbed Los Angeles,
Thursday, June 27 on-line edition. http://la.curbed.com/archives/2013/06/

" Los Angeles Convention and Visitors Bureau. 2013. Market Outlook Forum, held at the Los Angeles convention
Center on Thursday, August IS, 2013.

12 California Employment Development Department. 2013. Industry/Occupation Matrix: Employment (2010) and
Wages (2011) for Los Angeles County.

13 Source: UNITE-HERE Local 11, which represents workers in hotels, restaurants, airports, sports arenas and
convention centers throughout Southern California. See report section 3b, "Group D" for more information on
unionized hotels.

14 Long, George I. 2013. Differences between Union and Nonunion Compensation, 2001-2011. Monthly Labor
Review, April. On page 17, Table 1 "Employer costs per hour worked, wages and salaries and benefit costs by
bargaining status, private industry workers, March 2001 to March 2011," the author reports union average hourly
wages of$23.02, compared to nonunion average hourly wages of$19.51. Data is drawn from the March 2011
National Compensation Survey (NCS).

15 In this study, the definition of hotel markets and other geographic areas mentioned are as follows:

• The Balance of Los Angeles County: All cities and unincorporated areas in the county except for the City of
Los Angeles.
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• State of California: Includes data for Los Angeles County and the City of Los Angeles.

• New York: Composed of the five boroughs of New York, Bronx, Kings, Queens and Richmond Counties,
plus Rockland, Westchester and Putnam Counties.

• Las Vegas: Composed of Clark and Nye Counties, Nevada, and Mohave County, Arizona.

• San Francisco: San Francisco County, California, which is the same area as the City of San Francisco.

• San Diego: San Diego County, California.

• Phoenix: Composed of Maricopa and Pinal Counties, Arizona.

16 In addition to the household spending patterns shown in the figure (derived from national surveys), the U.S.
Bureau of Labor Statistics conducts an annual survey to estimate the average annual expenditures and characteristics
of all consumers:

Consumer Items 2012 Percent
Total $51,442 100%

Food $6,599 13%
At home $3,921 8%
Away from home $2,678 5%

Housing $16,887 33%
Apparel and services $1,736 3%
Transportation $8,998 17%
Health care $3,556 7%
Entertainment $2,605 5%
Cash contributions $1,913 4%
Personal insurance and pensions $5,591 11%
All other expenditures $3,557 7%

Source: U.S. Bureau of Labor Statistics. 2013. Economic New Release: Consumer Expenditures-2012 (USDL-13-
1833), Retrieved from: http://www.bls.gov/news.release/cesan.nrO.htm

17 The Los Angeles Alliance for a New Economy (LAANE) is proposing a new $15.37 minimum wage floor for
workers employed in hotels with 100 or more rooms and located in the City of Los Angeles. This wage would
increase by 2 percent or the CPI (Consumer Price Index) change percentage each year, whichever is larger.

18 The list of unionized hotels in the City of Los Angeles includes

Biltmore Hotel
Custom Hotel
Doubletree San Pedro
Four Points by Sheraton LAXA
Hyatt Regency Century Plaza
JW Marriott Hotel Los Angeles
LA Hotel Downtown, The
Line Hotel, The
Lowes Hollywood
Luxe Center Downtown
Radisson LAXA
Radisson USC
Ritz-Carlton Los Angeles
Sheraton Downtown
Sheraton Gateway LAXA
Sheraton Universal

506 South Grand Ave
8639 Lincoln Blvd
2800 Via Cabrillo-Marina
9750 Airport Blvd
2025 Avenue of the Stars
900 W. Olympic Blvd
333 S Figueroa St
3515 Wilshire Blvd
1755 N Highland Ave
1020 S. Figueroa St
6225 W Century Blvd
3540 S Figueroa St
900 W. Olympic Blvd
711 South Hope St
6101 W Century Blvd
333 Universal Hollywood Dr

633 rooms
250 rooms
226 rooms
573 rooms
726 rooms
876 rooms
469 rooms
385 rooms
637 rooms
195 rooms
591 rooms
240 rooms
124 rooms
485 rooms
802 rooms
442 rooms
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SLS Hotel at Beverly Hills
Sportsman's Lodge
W Hotel Hollywood
W Hotel Westwood
Westin Bonaventure
WestinLAXA
Wilshire Grand"

465 South La Cienega Blvd
12825 Ventura Blvd
6250 Hollywood Blvd
930 Hilgard Ave
404 South Figueroa SL
5400 W Century Blvd
930 Wilshire Blvd

285 rooms
200 rooms
300 rooms
258 rooms
1,354 rooms
740 rooms
900 rooms

Source: UNITE-HERE Local 11. * The hotel which will replace the Wilshire Grand Hotel has agreed to be
unionized. AHotels also located in the Airport Hospitality Enhancement Zone.

19 At the time of this report's release, there are cnrrently nine hotels that are located in the city's Airport Hospitality
Enhancement Zone and are not unionized. Listed alphabetically, these are:

Courtyard by Marriott LAX 6161 W Century Blvd
Crowne Plaza LAX 5985 W Century Blvd
Embassy Suites LAX North 9801 Airport Blvd
Hilton and Towers LAX 5711 W Century Blvd
Holiday Inn LAX 9901 S La Cienega Blvd
La Quinta LAX 5249 West Century Blvd
Marriott LAX 5855 W Century Blvd
Renaissance Montura LAX 9620 Airport Blvd
Travelodge LAX 5547 W Century Blvd

178 rooms
615 rooms
215 rooms
1,234 rooms
401 rooms
278 rooms
1,004 rooms
499 rooms
147 rooms

Source: LA Inc. The Los Angeles Convention and Visitors Bureau. 2010. Gateway to LA Airport Business District:
Gateway Hotel Collection, City of Los Angeles.

20 The full cash wage for hotel workers in the LAX zone currently is $12.16 or higher. The City of Los Angeles'
Department of Public Works, Bureau of Contract Administration, Office of Contract Compliance
(http://bca.lacity.orgi)publishesthe''CurrentandPrior Airport Hospitality Enhancement Zone Rates" of pay for the
13 large hotels operating under the jurisdiction of the 2008 Airport Hospitality Enhancement Zone as such:

Effective Dates Cash Wage + Health Benefits (HB) Full Cash Wage
July t. 2013 - June 30, 2014 $10.91 + $1.25 per hour in HB $12.16 per hour
July 1, 2012 - June 30, 2013 $10.70 + $1.25 per hour in HB $11.95 per hour
July 1, 2011 - June 30, 2012 $10.42 + $1.25 per hour in HB $11.67 per hour
July 1, 2010 - June 30, 2011 No Increase'
July 1, 2009 - June 30, 2010 $10.30 + $1.25 per hour in HB I $11.55 per hour

* The CPI applicable to the COLA for the July 20 I0 annual adjustment is -0.8% thereby resulting in a 0%
adjustment to the Living Wage rate. Consequently, the rate remains unchanged.

2J Economic Roundtable analysis; California Employment Development Department, Labor Market Information
Division, Industry-Occupation Matrix 201112012 for Los Angeles County (developed in cooperation with the Bureau
of Labor Statistics). Data for all hotels in Los Angeles County are used as a proxy for the occupational employment
and wage distribution within the City of Los Angeles's current non-union hotels with 100 or more rooms. All wages
adjusted to first-half 2013 dollars.

22 Approximately 16.4 percent of the City of Los Angeles' workers are employed in the informal, economy. These
are workers that do not show up in formal data sources and that operate outside of established labor laws. They are
jobs that would otherwise be considered legal but are not effectively regulated. Source: Flaming, Daniel, Brent
Haydamack, and Pascale Joassart. 2005. Hopeful Workers, Marginal Jobs: LA's Off-The-Books Labor Force.
Economic Roundtable.
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23 The weighted-average annual hours worked by hotel workers in the City of Los Angeles is 1,824. This figure is
based upon hotel occupations with 500 or more employed in LA Co 2010-2011 1-0 matrix, including some
management positions. The following is a sample of average annual hours worked in some hotel occupations:

Food Preparation Workers 2,083 average annual hours worked
Food Servers, Non-restaurant 1,585 average annual hours worked
Maids and Housekeeping Cleaners 1,756 average annual hours worked
Baggage Porters, Bellhops, and Concierges 1,965 average annual hours worked

Source: U.S. Census Bureau. 2013. American Community Survey, 5-Year Public Use Microdata Sample (PUMS),
2007-2011.

24 U.S. Census Bureau. 2013. Poverty Thresholds for 2012 by Size of Family and Number of Related Children
Under 18 Years. http://www.census.govlhhes/www/poverty/datalthreshld/

Table: Poverty Thresholds for 2012 by Size of Family and Number of Related Children Under 18 Years

Related children under 18 years

Size of family unit None One Two Three Four Five Six Seven Eiqht +

One person
Under 65 years .. 11,945
65 years and over ... 11,011

Two people ...
Householder .c 65 years 15.374 15.825
Householder 65+ years 13.878 15.765

Three people ... 17,959 18,480 18,498
Four people ... 23,681 24,069 23.283 23,364
Five people ... 28.558 28,974 28.087 27,400 26.981
Six people .. , 32,847 32,978 32,298 31.647 30.678 30.104
Seven people, .. 37.795 38,031 37.217 36.651 35.594 34.362 33,009
Eight people" 42.271 42.644 41,876 41,204 40.249 39.038 37.777 37,457
Nine people or more, ... 50.849 51.095 50.416 49,845 48908 47.620 46,454 46.165 44.387
Source: U.S. Census Bureau,

25 Economic Roundtable analysis; California Employment Development Department, Labor Market Information
Division, Industry-Occupation Matrix 201112012for Los Angeles County (developed in cooperation with the Bureau
of Labor Statistics). Data for all hotels in Los Angeles County are used as a proxy for the occupational employment
and wage distribution within the City of Los Angeles's current non-union hotels with 100 or more rooms. All wages
adjusted to first-half2013 dollars.

26 Flaming, Daniel, Patrick Bums, Michael Matsunaga, Yasmin Tong, and Ken Baar. 2012. Jobs, Wages and
Housing: Affordable Housing Benefit Fee Study. Underwritten by the City of Los Angeles Housing and Planning
Departments. See chapter 1.

27 Minnesota IMPLAN Group, Inc., IMPLAN System 20 II data ("County Plus Package") and 2013 software.

28 Source: STR (Smith Travel Research, Inc.). 2013. 2013 Trend Reports for the Los Angeles Market Area. Data
represent regional aggregate hotel revenue for Los Angeles County.

29 "Purchases a/intermediate inputs consist of the goods and services-such as energy, materials, and purchased
services-that are purchased and used for the production of other goods and services rather than for final
consumption. These inputs are sometimes referred to as current-account expenditures. They do not include any
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capital-account purchases nor do they include the inputs from the primary factors of production (capital and labor)
that are components of value added. (BEA)." Source: Olson, Doug and Scott Lindall. 2010. IMPLAN Version 3.0
User's Guide. MIG, Inc., 1725 Tower Drive west, Suite 140, Stillwater, MN 55082, www.implan.com.

30 "Employee compensation in IMPLAN is the total payroll cost of the employee paid by the employer. This
includes wage and salary, all benefits (e.g., health, retirement) and payroll taxes (both sides of social security,
unemployment taxes, etc.)" Source: Olson, Doug and Scott Lindall. 2010. IMPLAN Version 3.0 User's Guide. MIG,
Inc., 1725 Tower Drive west, Suite 140, Stillwater, MN 55082, www.implan.com.

31 Hotel owners' revenue is profit, going to either an individual owner or a corporation. In the llvlPLAN input-
output model. hotel owners' revenue is the combination of: Proprietor Income and Other Property Income.

""Proprietor income consists of payments received by self-employed individuals and unincorporated business
owners. This income also includes the capital consumption allowance and is recorded on Federal Tax form 1040C."

-<Other property income represents "property income" minus "proprietor income". It includes corporate profits,
capital consumption allowance, payments for rent, dividends, royalties and interest income. It may also be referred
to as "other property type income" (OPTI)." Source: Olson, Doug and Scott Lindall. 2010. IMPLAN Version 3.0
User's Guide. MIG, Inc., 1725 Tower Drive west, Suite 140, Stillwater, MN 55082, www.implan.com.

32 "Tax on production and imports includes sales and excise taxes, customs duties, property taxes, motor vehicle
licenses, severance taxes, other taxes, and special assessments. It excludes most nontax payments, and as the name
indicates, subsidies are netted out." Source: Olson, Doug and Scott Lindall. 2010. IMPLAN Version 3.0 User's
Guide. MIG, Inc., 1725 Tower Drive west, Suite 140, Stillwater, MN 55082, www.impian.com.

33 Brandon, Emily. 2011. 21 Workplace Benefits That Are Rapidly Disappearing: Employers are cutting many
benefits and perks, from the traditional pension plan to the company picnic. US News and World Report, July 22,
2011 edition, Money section.

34 Economic Roundtable analysis; Minnesota IMPLAN Group, Inc., IMPLAN System 2011 data ("County Plus
Package") and 2013 software. Note: IMPLAN sector 411, "Hotels and motels, including casino hotels," is used as a
proxy for hotels.

35 Hotel revenue is calculated using the IMPLAN ratio discussed above, where 30.9 percent of revenue goes to
employee compensation. STR RevPar data are not used to calculate hotel revenue here. Source: Minnesota
IMPLAN Group, Inc., IMPLAN System 2011 data ("County Plus Package") and 2013 software.

36 Figures for average annual and daily increased revenues needed are derived as followed: $40,956,259 extra
revenue needed 164 hotels affected = $639,942 extra revenue needed per hotel per year; $639,942 extra revenue
needed per hotel per year 1365 days per year = $1,753 extra revenue needed per hotel per day.

37 Figures for average annual and daily per room increased revenues needed are derived as followed: $40,956,259
extra revenue needed 116,295 total rooms in the 64 affected hotels = $2,513 extra revenue needed per room per
year; $2,513 extra revenue needed per room per year 1365 days per year = $6.89 extra revenue needed per hotel
room per day. This scenario assumed 100 percent occupancy.

38 Figures for average annual and daily per room increased revenues needed are derived as followed: $40,956,259
extra revenue needed 112,221 occupied rooms in the 64 affected hotels = $3,351.23 extra revenue needed per room
per year; $3,351.23 extra revenue needed per room per year 1 365 days per year = $9.18 extra revenue needed per
hotel room per day. This scenario assumed 75 percent occupancy: 16,295 total rooms in the affected hotels X 0.75
occupancy rate = 12,221 occupied rooms.
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39 Awuor, George, and Alec Arellano. 20 II. Costs and Benefits of Paid Sick Leave: Reviewing the Research. The
Bell Policy Center: Denver, Colorado, page 3. In 2013, the City of Los Angeles's number of total work days is 261
in 2013, calculated as follows

Total days: 365
Working days: 261
Weekend days: 104
Public holidays: 0

Since most large hotels stay open for business on public holidays, few if any oftheir hotel workers get paid holidays
off. Some hotels offer holiday pay (i.e, extra pay for working on Christmas) to their workers but this is not
prevalent, and this expense is already a part of hotels' reported payroll.

40 Gould, Elise and Doug Hall. 2012. Paid Sick Days: Measuring the Small Costfor New York City Businesses.
Economic Policy Institute.

41 This alternative, percentage-based calculation for the City of Los Angeles' 87 hotels with 100+ rooms cost of
offering their employees five days of paid sick leave per year is based upon the total hotel sales and percentage of
sales going towards employee compensation is derived from the lMPLAN input-output model of Los Angeles.
Source: Minnesota IMPLAN Group, Inc., lMPLAN System 20 II data ("County Plus Package") and 2013 software.

42 Bureau of Economic Analysis. 2013. u.s. Travel and Tourism Satellite Accounts: Annual Estimates, 1998-2011.

43 "Person-years of employment" describes the number of jobs supported for one year by each sector's change in
economic activity. The lMPLAN input-output model counts each job, whether full-time or part time, the same.
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Chapter 1

Executive Summary

Key Findings

Los Angeles is the 4th largest visitor destination in the US. Even in years of
weakened demand, LA succeeds in attracting more than 23 million domestic and
international visitors, as reported by CIC Research. Last year 24.2 million visited
LA. And today, by the usual industry measures, the LA visitor economy is
prospering. Year to date hotel occupancies in LA are higher than those in Phoenix,
San Diego and San Francisco. However, hotel room revenue, while gaining
strength over the past two years, still lags behind LA's competitive set in San Diego,
Las Vegas, New York and San Francisco.

While the visitor industry is a key economic engine for LA, it's Lodging
industry shows signs of structural weakness. Compared to the size of its visitor
economy, LA's Lodging inventory is only 62 percent of the national average.
Compared to other cities with which it competes for tourism spending, LA's Lodging
industry serves a relatively small number of visitors given the size our economy. Its
employment and revenue are underdeveloped relative to the size of the destination.

Directly related to the underdeveloped hotel industry is the fact that LA's
Lodging industry generates only 64 percent as many jobs as does the hotel industry
in the national economy. Lodging wages in LA are lower than in most regions with
which LA competes. The average Lodging industry worker in LA earns roughly three
quarters of a living wage.

There is a clear public policy opportunity to generate higher revenue per
available room and, in so doing, drive up demand for new hotel inventory along
with the workers and wages to service them.

Purpose

From the Pockets of Strangers studies the economic and employment
impacts of tourism in general and the Lodging industry in particular in Los Angeles
County compared to five other metropolitan destinations that constitute LA's
competitive set: LasVegas, New York, Phoenix, San Diego, and San Francisco.
The purpose is to inform public policy about:
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1. LA's standing as a destination for visitors
2. The economic benefits of tourism for Lodging industry workers
3. Actions that can be taken to increase economic benefits from tourism

Economic Impacts of Tourism

Tourism affects every area of the economy, but its most important impact is
on the Lodging industry. One of the central findings of this study is that LA fares
well from the many of the less visible connections with tourism, such as film
distribution, but fares comparatively poorly in the center-piece industry - Lodging.

Tourism accounted for 3.2 percent of LA's total industry output in 2002,
making it a $21 billion market and generating roughly 180,000 jobs. Between 4
and 5 percent of Los Angeles residents are employed in tourism linked jobs, putting
it above the national average but below Phoenix, San Francisco and Las Vegas.

LA's highest paid jobs in major tourist-linked industries are in Air
transportation and Motion picture distribution and Performing arts. The lowest paid

.jobs are in Food services and drinking places. The Lodging industry as a whole also
pays comparatively low wages. If we look at all of the jobs generated by tourism in
each region, each with its own mix of industries and living standards, we see that
LA's non-hotel, tourism-linked jobs have the highest average pay of any region
investigated in this study - $36,252 in 2002.

The industry mix of LA's tourism-linked jobs differs from the overall US
economy. Compared to other regions that compete for tourists as well as to the US
economy, LA has a highly developed transportation infrastructure for moving large
volumes of travelers, along with a highly developed cultural and recreational sector.
However its Lodging industry is comparatively small. This presents an as yet
unrealized opportunity for growth in consumer spending, new employment and
higher tax yields for both City and State government.

lodging Industry

Lodging is the cornerstone industry for tourism, accounting for a fifth of the
total impacts of tourism in the national economy but only 7 percent in LA's
economy. Key indicators of the health of this industry include the size of the room
inventory, room rates, occupancy rates, and average revenue per available room.
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LA has roughly 97,000 hotel and motel rooms, which comes to 1.5 rooms
per $10 million of economic output or 1.8 rooms per 100 workers in the regional
economy. This is well below the national average of 2.4 rooms per $10 million of
economic output or 3.2 rooms per 100 workers in the regional economy.

From a public policy perspective, indirect business taxes (sales and room
taxes) are a key benefit that local government derives from tourism. Los Angeles
receives the smallest share of its total indirect business taxes from the Lodging
industry of any of the six regions studied - 0.8 percent. The share of this revenue
that other regions in LA's competitive set receive from Lodging ranges from 1.2
percent in New York up to 21.5 percent is Las Vegas.

LA's room rates are among the lowest for its competitive set, averaging $110 a night
so far this year,with actual revenue per available room averaging $82 a night.
When we index room rates and revenue to the cost of living in each region we see
that LA receives the lowest compensation of any region in its competitive set.

Jobs in the lodging Industry

An important public interest in Lodging is the number and quality of jobs that
are provided. LA's Lodging industry provides roughly 27,000 tourism-linked wage
and salary jobs, and another 10,000 jobs linked to local demand. These jobs are
concentrated in Food preparation and serving occupations and Building cleaning
and maintenance occupations. LA's Lodging industry creates one job for every
$78,500 dollars in annual revenue, and 34 percent of industry revenue in LA is
spent on employee compensation. A typical Lodging industry worker in Los
Angeles adds about $67,000 a year in value to the industry.

When the earnings that Lodging industry workers reported in the 2000
Census are compared to the living wage (i.e., the amount a worker needs to earn to
pay minimal housing, food, transportation, childcare, and medical costs) for one
parent with one child we see that the average Lodging worker in Los Angeles
earned a little over three-quarters of a living wage.

Lodging industry workers in Los Angeles reported working an average of
1,750 hours in 1999, one of the LA's visitor industry's best years. This was the
shortest work year of any of the six regions studied. This shortfall from a full work
year has the effect of reducing potential annual earnings by 16 percent. At the
same wage rate, full-time work would raise earnings for the average worker up to 91
percent of the living wage. LA's unemployment rate among Lodging industry
workers in 2000 was about two-thirds higher than the overall unemployment rate
for the county.
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A relatively small share of hotels account for most Lodging industry
employment. Ten percent of establishments have 100 or more employees, but
these establishments account for 67 percent of workers employed by the industry.
Lodging industry wages vary considerably based on the size of establishments.
Establishments with 200 or more employees paid an average of $2,131 a month in
2002, 56 percent more than the average of $1,364 at establishments with 10 to 19
employees.

Conclusion

LA obtains an atypically small share of employment, taxes and economic
output from Lodging. LA's inventory of Lodging rooms is skewed toward low-cost
markets, producing a far lower level of return for either the public or the private
sector than in other regions in LA's competitive set.

A key goal for strengthening LA's Lodging industry should be to increase
both the hotel room count and the average daily rate. New York provides a useful
standard of comparison because, like Los Angeles, it has a very large, diverse
economy and a highly heterogeneous population. Relative to its cost of living, New
York's average room rate is 33 percent higher than LA's and its revenue per
available room is 50 percent higher. By comparison, Lodging in LA is a low-
revenue industry. Los Angeles is challenged to take actions that will:

1. Increase the number of visitors, particularly to Downtown.

2. Increase the inventory of rooms.

3. Increase occupancy rates.

4. Increase the amount of revenue per room.

5. Increase earnings of the Lodging workforce.
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Who is a Tourist and What Industries Serve Tourists?

Overview

How healthy is the tourism sector in Los Angeles County compared to the
five metropolitan areas that make up LA's competitive set: San Diego, San
Francisco, Phoenix, Las Vegas, and New York? We analyze economic outcomes for
LA in the competition for tourists and the dollars they leave behind by examining:

• The overall size of tourism-linked economic activity, including
number of visitors and their contribution to the economy

• The size and revenue of the Lodging industry
• The number of jobs that are generated by the Lodging industry and

the amount that workers earn

In addition to studying Los Angeles and the metropolitan regions' that
compete with it, we also look at the Lodging industry within fifteen sub-regional
markets that make up LA's Lodging market.

What is a Tourist?

Since local residents and visitors use many of the same services, the first step
in isolating the economic impact of tourism is to identify tourists. The United States
Bureau of Economic Analysis (BEA) defines a tourist as: 2

A person who travels outside of his or her usual environment for less than a
year or who stays overnight in a hotel or motel. The visitor may travel for
pleasure or business. Visitors exclude travelers who expect to be
compensated at the location of their visit (such as migrant workers, persons
traveling to new assignments, and diplomatic and military personnel
traveling from their duty stations to their home countries).

The zone that demarcates people's usual environment from the wider world
of tourism is the area of "normal, everyday activities," which is considered to be
within 50 to 100 miles of home.
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Tourism creates
economic demand within
every industry sector, with
widely varying impacts on
different industries. The
Bureau of Economic
Analysis refers to this as
the "tourism ratio," and
the ratios for each in-
dustry sector are shown
earlier in Figure 1.3 We
use these tourism ratios
throughout this report for
estimating the
comprehensive impacts
from tourism throughout
the economy in each of
the six regions that we
study. The tourism ratios
provide a consistent frame
of reference for estimati ng
the obvious as well as the difficult-to-detect effects of tourist expenditures on every
industry in the economy.

Which Industries
are Impacted by
Tourism?

Figure 1
Percent of US Industry Output and

Employment Attributable to Tourism
us SEA data for the United States in 2002
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At a national level, seven industry sectors receive over half of their revenue
from tourism. Six of these industries are involved in moving tourists, and the
seventh provides lodging for tourists. These seven tourist-dependent industries are:

1. Scenic and sightseeing transportation 97%
2. Interurban bus transportation 95%
3. Travel arrangement and reservation services 93%
4. Interurban charter bus transportation 83 %
5. Air transportation 79%
6. Traveler accommodations 73%

7. Automotive equipment rental and leasing 57%
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The share of an in-
d ustry' s demand that
comes from tourists to-
gether with the size of an
industry determine the
actual impact of tourism
on each sector of a re-
gion's economy. Overall,
tourism accounted for
2.64 percent of total US industry output and employment in 2002. The dollar
value of tourism-linked output in each sector of the US economy is shown in Figure2:

Interestingly, the
BEA model shows that
entertainment venues
such as amusement parks
and performing arts
events that we often think
of as tourist attractions
receive most of thei r
revenue from local resi-
dents (73 percent) rather
than tourists (27 percent).

How big is
Tourism in the
United States?

Figure2
Value of Tourism-Linked Industry Output
us SEA data for the United States in 2002; Millions of $
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The big three tourism industries in the US and the share of total us tourism
output accounted for by each industry's tourism-linked output are:

• Traveler accommodations 19%

• Air transportation 17%

• Food services and drinking places 15%

Providing lodging for visitors is the most important tourism-linked activity in
the US economy, followed by transporting tourists by air and feeding them.
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Summary

$ A tourist is someone who travels for pleasure or business 50 to 100
miles outside of his or her usual environment for less than a year or
who stays overnight in a hotel or motel.

$ The economic impacts of tourism extend throughout the entire
economy. According to the US Bureau of Economic Analysis, tourism
accounts for nearly all of the revenue received by interurban buses
and travel agencies, about three quarters of the revenue received by
airlines and hotels, about half of the revenue received by car rental
agencies, and about one-fifth of the revenue received by restaurants.

• Overall, tourism accounted for 2.64 percent of total us industry
output and employment in 2002.



Chapter 3

Economic Impacts of Tourism in Los Angeles
and Five Competing Regions

Tourism Employment

Size of the Labor Force in Tourism Jobs

How many people in Los Angeles County work in jobs created by tourism?
How does the size of th is labor force compare with other regions that compete with
LA for tourists? We explore tourism employment from two parallel perspectives.
The first uses Census data to look at residents living in each region who have
tourism-linked jobs; these residents include self-employed individuals and also
individuals who commute to another region for their job. 5 The second perspective
looks at payroll tax reports from tourism-linked employers located within each
region." Employment reported by these employers covers only wage and salary
employees, not self-employed individuals, and some of the workers they employ
live outside the region and commute in to get to work.

Each of these perspectives provides useful information - Census data casts
the widest net and covers more of the labor force, employer data is more precise but
describes only wage and salary jobs. To illustrate how these two data sets some-
times capture different groups of workers Figure 3
- employer-reported data from County Employment ~ttributable
Business Patterns (CBP) for New York coun\YBusine~~pJ~~~~~~dcensu62oo0

shows 1,943 wage and salary jobs in the d""PPIi'dtoTTSAmod'If"m~'BEA

Taxi industry, Census data shows 44,614
people working in the industry. One
likely explanation for much of this differ-
ence is the presence of many self-em-
ployed taxi drivers in New York.

Tourism generates roughly
180,000 jobs in Los Angeles, as shown in
Figure 3. If we look at Census data, LA
has more tourism jobs than New York. If
we look at employer-reported CBP data,
New York has the most. LasVegas is
close behind based on CBP data, and San
Francisco, San Diego and Phoenix all

San Francisco

• Census 2000
San Diego

Phoenix

Las Vegas

LOS
ANGELES

New York:

o 50,000 100,000 150,000 200,000
Number of Tourism-linked Jobs
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have about half as many tourist-linked jobs
as LA or New York. Both the CBP and Cen-
sus estimates of tourism-linked employment
are derived by applying the Bureau of Eco-
nomic Analysis' Travel and Tourism Satel-
lite Accounts model and its tourism ratios to
the industry employment shown in Census
and CBP data for each region. This model
provides a consistent, research-based
framework for estimating the share of em-
ployment in each industry that is attribut-
able to tourism - for example, about three-
quarters of hotel and airline jobs, half of
automobile rental jobs, one-third taxi indus-
try jobs, and one-fifth of food service jobs.

Figure 4
Percent of Jobs Derived

from Tourism
county Business Patterns 2002 and Census 2000

data applied to TTSA model from the SEA

United Slates

San Diego
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ANGELES

Phoenix

New York

San Francisco

BlCBP 2002

Between 4 and 5 percent of Los An-
geles residents are employed in tourism-
linked jobs, putting it above the national
average but below Phoenix, San Francisco and Las Vegas, as shown in Figure 4.
San Diego and New York all derive roughly similar shares of their jobs from
tourism, depending on which employment indices is given most credence. Las
Vegas is in a class by itself, with over one-fifth of its wage and salary employees
(shown in CBP data) holding jobs created by tourism.

Figure 5
Location Quotient for
Tourism Employment

County Business Patterns 2002 and Census 2000
data applied to TTSA model from the SEA (US"' 1,0)
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The Location Quotient provides a
slightly different way of looking at the
relative concentration of tourism workers
in each of the metropolitan areas. This
index represents the ratio of an area's
proportion of workers in tourism-linked
jobs to the US proportion. Values greater
than 1.0 indicate that a region has an
above-average level of tourism workers.
Tourism-linked employment in Las Vegas
is roughly 4 times higher than the US av-
erage, and Los Angeles is only slightly
above the US average, as shown in Figure
5. New York and Phoenix have roughly
the same share of tourism jobs as LA,
while San Francisco has substantially
more.
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Wages for Tourism Jobs

If we look at all of the jobs gener-
ated by tourism in each region, each with
its own mix of industries and living stan-
dards, we see that LA's wage and salary
jobs generated by tourism (shown by CBP
data) pay the highest of any region inves-
tigated in this study - $36,252 in 2002, as
shown in Figure 6. If we look at earnings
reported in Census data, which includes
self-employed individuals, San Francisco
ranks the highest, followed by New York
and then Los Angeles - at $33,311 in 1999.

Industries that Provide Tourism Jobs

Figure 6
Average Annual Wages in

Tourism-Linked Jobs
County Business Patterns 2002 and Census data for
1999 earnings applied to TTSA model from the BEA
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The industry mix of LA's tourism-
linked jobs differs from the overall US profile in several significant respects, as

Table 1
Percent of Total Labor Force in Tourism-linked Jobs in Each Industry

2000 US Census 5% PUMS household-reported employment and County Business Patterns (CBP) 2002 employer-
reported employment' SEA tourism ratios used to estimate the share of tourism-linked employment in each industry

Las Los New San San United
Vegas Angeles York Phoenix Diego Francisco States

Oen. CBP Cen. CBP Cen. CBP Cen. CBP Cen. CBP Cen. CBP Cen. CBP
Industrv 2000 2002 2000 2002 2000 2002 2000 2002 12000 2002 2000 2002 2000 2002

Traveler accommodations 7.1 16.9 0.6 0.7 0.7 0.8 1.2 1.2 1.2 1.7 1.3 1.8 0.8 1.1
Food services & drinking p! 1.1 1.5 0.9 1.2 0.8 1.0 1.0 1.4 0.9 1.6 1.0 1.4 0.9 1.4
Air transportation 0.6 0.7 0.5 0.8 0.4 0.8 0.9 1.0 0.3 0.2 1.1 1.9 0.4 0.5
Rail transportation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Water transportation . 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bus, charter, transit system 0.2 0.2 0.2 0.1 0.9 0.1 0.1 0.1 0.2 0.1 0.3 0.1 0.2 0.1
Taxi service 0.2 0.3 0.1 0.0 0.4 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0
Sightseeing transportation 0.0 0.1 0.0 0.0 0.0 0.0 . 0.0 0.0 0.0 0.0 0.1 0.0 0.0
Auto. eqp. rental & lease 0.2 0.2 0.1 0.1 0.1 0.1 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Automotive repair srv. 0.1 0.1 0.1 0.1 0.0 0.0 0.1 0.1 0.1 0.1 0.0 0.0 0.1 0.1
Parking lots and garages 0.0 0.0 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0
Travel arrange. & resrv. STY. 0.3 0.5 0.3 0.3 0.3 0.3 0.4 0.6 0.3 0.3 0.4 0.4 0.2 0.2
Motion pic & performing arts 0.0 0.1 0.4 0.1 0.1 0.1 0.0 0.0 0.0 0.1 0.1 0.1 0.0 0.0
Spectator sports, gambling 3.8 1.2 0.8 0.4 0.7 0.4 0.6 0.5 0.7 1.5 0.7 0.4 0.5 0.4
Petroleum refineries . 0.0 0.0 0.0 0.0 0.0 0.0 0.0 . 0.0 0.0 0.0 0.0 0.0
Wholesale trade & trans. srv. 0.0 0.1 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Gas srv. stations 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1
Retail trade Ex. gasoline 0.3 0.3 0.3 0.3 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
AI! other Industries 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Tourism Laborforce 14.1 22.2 4.4 4.8 4.9 4.2 4.9 6.0 4.3 6.4 5.6 7.1 3.8 4.8
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shown in Table 1. This table shows the result of applying BEA tourism ratios to total
employment in each industry, and calculating the share of each region's total
employment that is accounted for by tourism-linked jobs. LA stands apart based on
the low share of its labor force employed in tourism-linked jobs in the Lodging
industry (Traveler accommodations), which accounts for a smaller share of total
employment in LA than in any competing region or the us as a whole. Second, the
residential labor force (Census 2000 data) employed in what might be termed the
cultural and entertainment sector, made up of motion picture exhibition, performing
arts, spectator sports, gambling, theatre performances, concerts, and museums, is
highly developed in Los Angeles and second only to LasVegas in its share of the
overall labor force. These industries often serve as the objects of tourism raising the
question of whether LA has fully leveraged the tourism potential of its cultural and
entertainment sector.

When we look at employer-reported wage and salary employment (CBP),
New York and Los Angeles have the smallest percentages of thei r employment de-
rived tourism of the six regions studied, with LA's share the same as the national av-
erage. This is partly a result of the size and diversity of these two metropolitan
economies. Despite their Figure 7

high profile as destinations, LA Employment Attributable
the sheer size of their to Tourism
economies makes tourism a
smaller share of overall
economic activity. A
somewhat larger percent of
employment in Phoenix,
San Diego and San Fran-
cisco is attributable to tour-
ism, and in Las Vegas tour-
ism is clearly the engine that
drives the overall economy.

Employment is more
spread out among the indus-
tries in the remaining met-
ropolitan areas. In most re-
gions, four industries ac-
count for the majority of
employment. They include
Traveler accommodations,
Food service and drinking
places, Air transportation,
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and Spectator-participant sports, gambling and other recreation. Bus, charter, transit
transportation industries employ 18 percent of tourism-linked workers in New York.
This uniquely high proportion is probably due to the very high densities of set-
tlement found in that metropolitan area and the overall dependence of both
residents and visitors on some sort of public or commercial transportation services.

Los Angeles has the lowest concentration of workers in the Traveler
accommodations industry of any of the areas studied. This is surprising since Los
Angeles has some of the highest concentrations of workers in the Motion pictures
and performing arts and the Spectator-participant sports, gambling and other recrea-
tion industry industries. These industries often serve as the objects of tourism (e.g.
sporting events, shows, theatre performances).

LA's Tourism-Linked Industries

After applying the BEA tourism model to LA's 'industry structure we see that
the largest number of tourism linked jobs is in Food service establishments, fol-
lowed by Air transporta- Figure 8

tion in employer-reported Location Quotient for LA vs
(CBP) data or Sporting US T . E I t
and recreational venues oUrism mp oymen
in resident-reported (Cen- Taxi service _ I I
SUS) data, as shown in Gassrv. Stations iiiIiIF"" III Census 2000

Scenic and sightseeing trans, _
Figure 7. The Lodging

Traveler accomooatlons ~
industry (Traveler ac- RetaH trade srv. Ex. gasoline <bII.P
commodations) is ranked Food service and drinking places

third or fourth, depending Sports. gambling. other reo.

on the data source, pro- All Other Industries

viding roughly 25,000
tourism-linked jobs. The
reader is reminded that
the BEA model attributes
73 percent of Lodging in-
dustry employment to
tourism, meaning that to-
tal LA employment in the
Lodging industry is about
one-third larger than the
tourism-linked lodging
employment shown in
Figure 7.

Air transportation
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TRAVEL AND TOURISM TOTAL
Automotive repair srv.

peE commodities ex. Refineries
Bus, charter, transit system trans,

Automotive eqp. rental & leasing
Wholesale trade & trans. srv.

Travel arrangments & res. srv.

0.0

, I

1.0

IIICBP 2002

2.0 3.0
Industry Concentration in LA vs US; 1.0 = US Average

4.0



14 From the Pockets of Strangers

The industry location quotients for tourism-linked jobs in LA that are shown
in Figure 8 provide an index of the share of LA's employment in each industry
compared to the share of the US labor force in the same industry. The BEA tourism
model removes movie production and leaves only movie distribution in the Motion
pictures and performing arts sector, but LA's concentration of tourism jobs in this
sector is still far greater than the national average. Other major industries that have
relatively high concentrations of tourism employment include Air transportation,
Travel arrangements and reservation services, and (in Census data) Spectator-
participant sports, gambling and other recreation. As pointed out before, the
Traveler accommodations industry is under-developed in Los Angeles compared to
the US.

Earnings in LA's Tourism-Linked Jobs

Average annual earnings of LA workers in tourism jobs are broken out by
industry in Figure 9. The lowest paid jobs are in Food services and drinking places.
The Lodging industry also Figure 9

pays comparatively low Average Annual Earnings in
wages. The highest paid LA's Tourism-Linked Jobs
jobs in major industries
are in air transportation
and Motion pictures and
performing arts.

Earnings levels are
affected by a variety of
factors, including estab-
Iishment size and the ex-
tent to which workers are
able to obtain full-time
work. These factors are
explored for the Lodging
industry in a following
chapter.
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Ranking Tourism in LA and Competing Regions based on
Economic Impacts

All Tourist-Linked Industries

How significant is the contribution
of tourism to the economies of Los
Angeles and the five regions that are its
primary competitors for tourists? We can
answer this question by using an input-
output model of each region's economy
to identify the impacts of tourism. 7 We
again use the BEA tourism ratios to
produce these estimates, applying the
percent of each industry's economic out-
put that the BEA estimates is the result of
economic demand generated by tourists
to the total economic output of each
industry in each region. This procedure
enables us to estimate the total economic
output attributable to tourism each
region.

Figure 11

Index of Tourism-Linked
Economic Output in 2002

Calculated by dividing the percent of local output
linked to tourism by the US percent; Values

greater than 1 indicate above-average levels of
economic output for tourism
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Figure 10

Percent of Economic Output
from Tourism in 2002

IMPLAN 2002 data and input-output model for
each region; Bureau of Economic Analysis 2002

data for the US
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Tourism accounted for an
estimated 3.2 percent of Los Angeles'
total economic output in 2002, as shown
in Figure 10. This was higher than the
estimated share of tourism-linked output
and employment in San Diego and New
York, but lower than in Phoenix and San
Francisco, and much lower than in Las
Vegas.

Overall, an estimated 2.6 percent
of US economic output in 2002 was
driven by tourism, and this national aver-
age is used to create the index of tourism
impacts shown in Figure 11. Tourism
contributed 20 percent more than the
national average to LA's economy, 30
percent more to Phoenix's economy, 60
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percent more to San Francisco's
economy, and 350 percent more to Las
Vegas' economy.

Tourism is estimated to have gen-
erated more than $21 billion in output in
LA's economy in 2002, as shown in Fig-
ure 12. This is the greater than the tour-
ism-driven economic output in any of the
other five regions that are LA's primary
competitors for tourists. Measured by
total dollars, LA's tourism sector is quite
large. Compared to the US economy as
a share of economic activity, LA's tour-
ism sector is slightly larger than average.

Phoenix /1111\1111
San •• $

Francisco ,.

New York /11111\1111.11111.11$1 ,486

San Diego

Las Vegas

Figure 12

Dollar Value of Tourism
IMPLAN 2002 data and input-output model for

each region; Bureau of Economic Analysis
satellite industry sectors used to define tourism

LOS BuIlllll'III.IIII11.II"ANGELES FI $21,039

Figure 13

Los Angeles Economic Output
Linked to Tourism in 2002

IMPLAN 2002 data and input-output model; SEA
satellite industry sectors used to define tourism
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Compared with compet-
ing regions as a share of
economic activity, LA's
tourism sector may have
the potential to grow even
more and support expan-
sion of LA's $652 billion
economy.

Which industry
sectors in Los Angeles
benefit most from
tourism? The estimated
economic output (in
millions of dollars) linked
to tourism in each sector
of LA's economy in 2002
is shown in Figure 13.
The five industry sectors
that are estimated to
receive the most revenue
from tourism are:

$0 $1,000 $2,000 $3,000 $4,000 $5,000
Economic Output ($ Millions)
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1. Air transportation $4,450,000,000

2. Food services and drinking places $2,555,000,000

3. Industries producing nondurable personal consumption expenditure
(peE) commodities, excluding petroleum refineries $2, 179,000,000

4. Motion picture and video distribution and Performing arts $1,940,000,000

5. Traveler accommodations $1,578,000,000

How do the impacts of tourism on LA's economy compare to the role of tour-
ism in the national economy? It is noteworthy that hotels and motels (i.e., traveler
accommodations) have a second-tier role in LA's tourism hierarchy, ranking just
ahead of automobile rentals and travel agencies. The impact of tourism on LA's in-
dustries compared to the same industries in the US economy is shown by the indus-
try indexes in Figure 14. Index values greater than 1 indicate that an industry has

above-average tourism
linkages compared to the
US economy, and values
below 1 indicate below-
average linkages. The in-
dex value for Traveler ac-
commodations is 0.47,
indicating that LA's hotels
and motels make a pro-
portionate contribution to
the local economy that is
only 47 percent as much
as their contribution to
the national economy.

Figure 14

Index of LA Economic Output
in Tourism-Linked Industries
Calculated by dividing the percent of LA's output linked to

tourism by the US percent; Data is for 2002
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Areas where Los
Angeles generates above-
average levels of tourism
revenue include motion
picture exhibition and dis-
tribution, performing arts
and spectator events, and
a variety of transportation
services including air-
lines. Detailed informa-
tion for LA and the five
competing regions about
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tourism-linked economic output in each industry sector and the significance of that
output as a share of total regional output is shown in Table 2.

Table 2

Economic Output from Each Industry Sector Attributable to Tourism in
2002, and Tourism-Linked Output as a Percent of Total Regional Output

Output is shown in millions of dollars; Industry definitions and tourism ratios use to estimate industry linkages to tourism
are from the US SEA Satellite Industry Accounts for 2002; Output derived from IMPLAN input-output model and 2002 data

Tourism Sector
Tour. % of Tour. % of Tour. % of Tour. % of Tour. % of Tour. % of

Out ut Total Out ut Total Out ut Total Out UI Total Out ut Total Out uf Total

New York Phoenix
San

Die 0
San

Francisco
United
States

Notes."

1. Because of data limitations, SEA sectors for Parking lots and garages, and Toll highways are not shown in this table.
2. Nondurable commodities is a large group of industries labeled by BEA as: Industries producing nondurable personal
consumption expenditure (peE) commodities, excluding petroleum refineries.
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Expenditures to Promote
Travel and Tourism

A final perspective on the relation-
ship of tourism to the regional economies
within LA's competitive set is the amount
of public money spent on promoting
tourism. Annual public outlays are:

LasVegas $155,034,000
LosAngeles $7,466,000
New York $6,615,000
Phoenix $6,351,795
San Diego $9,976,300
San Francisco $7,510,600
Source: LA Convenlion & Visitors Bureau

Figure 16
Public Expenditures to

Promote Tourism as Percent
of Lodging Industry Output

Output data: IMPLAN 2002
Public promotional expenditures: LA INC,
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expenditure represents 0.04 percent of its
tourism-linked output, which is slightly
lower than that of New York, and sub-
stantially lower than that of the other four
competing regions.

Viewed as a percent of Lodging
industry output (Figure 16), LA's public

Figure 15
Public Expenditures to

Promote Tourism as Percent
of Total Tourism Output

Outputdala: IMPLAN 2002
Public promotional expenditures; LA INC

0,04%LOS
ANGELES

LA's expenditure to promote tour-
ism as a percent of economic output from
tourism is the lowest in its competitive
set, as shown in Figure 15. LA's public
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Figure 17
Public Dollars Expended to
Promote Tourism per Wage

and Salary Tourism Job
Employment data: County Business Pattems 2002
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expenditure is 0.4 percent of industry output, which is higher than that of New
York, but less than that of San Francisco, Phoenix, and San Diego, and much less
than LasVegas' 1.5 percent.

Viewed in relation to the total number of tourism-linked jobs in each region,
LA's annual public expenditure comes to $76 per worker, which is slightly higher
than Phoenix's $41 and New York's $42, but below the other competing regions,
with LasVegas spending $983 per tourism job to promote tourism. Promotional
outlays indexed against tourism-linked employment can be seen in Figure 17.

Summary of Findings

Findings from this analysis of tourism-linked employment include:

• Tourism generates roughly 180,000 jobs in Los Angeles.
• Between 4 and 5 percent of Los Angeles residents are employed in

tourism linked jobs, putting it above the national average but below
Phoenix, San Francisco and LasVegas.

• If we look at all of the jobs generated by tourism in each region, each
with its own mix of industries and living standards, we see that LA's
wage and salary jobs generated by tourism pay the highest of any
region investigated in this study - $36,252 in 2002

• If we look at earnings reported in Census data, which includes self-
employed individuals, San Francisco ranks the highest, followed by
York and then Los Angeles - at $33,311 in 1999.

• The industry mix of LA's tourism-linked jobs differs from the overall
US profile, the Lodging industry accounts for a smaller share of total
employment in LA than in any competing region or the US as a
whole, but the cultural and entertainment sector is highly developed
in Los Angeles.

• The largest number of tourism-linked jobs in Los Angeles is in Food
service establishments, followed by Air transportation, Sporting and
recreational venues, and then the Lodging industry.

• The Lodging industry provides roughly 25,000 tourism-linked jobs.
• The lowest paid tourism-linked jobs are in Food services and drinking

places. The Lodging industry also pays comparatively low wages.
The highest paid jobs in major industries are in air transportation and
Motion pictures and performing arts.
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Findings from an analysis of economic output generated by tourism include:

• Tourism accounts for 3.2 percent of LA's economic output, making it
a $21 billion industry.

• When we compare tourism output to the five regions that are LA's
primary competitors for tourists we see that LA is above the national
average but below Phoenix, San Francisco and Las Vegas.

• LA's biggest tourism industry is Air transportation, which produces
roughly three times as much tourism revenue as its Lodging industry.

Findings from an analysis of public outlays to promote tourism include:

• The $7,466,000 in public funds that LA spends annually to promote
tourism is the lowest in its competitive set if indexed against total
output from the tourism sector, and next to the lowest if indexed
against Lodging industry output. When indexed against the number
of tourism-linked jobs in each region, LA is in the lower half of its
competitive set.

Key finding:
• LA has a highly competitive infrastructure for supporting tourism, in

terms of both attractions and transportation services, but compared to
other cities derives a less-than-competitive level of visitor outlays from
this infrastructure.
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Chapter 4

Health of the Lodging Industry

Economic Impacts of lodging

We turn now to look at the
Lodging industry, looking both at the
roughly three-quarters of the industry
supported by tourism as well as the
robustness of the entire industry. The
percent of total econom ic output in
each region that is derived from
tourists' use of hotels and motels in
2002 is shown in Figure 18.' We see
that tourist-linked Lodging in LA
generates 0.2 percent of the region's
total economic output, less than half of
the national average of 0.5 percent, and
far beh ind its 8.1 percent share of Las
Vegas' economy.

Figure 19

Indirect Business Taxes
Generated by Tourists at
Hotels and Motels in 2002
Sales and other taxes collected from individuals

by the lodging industry
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Figure 18

Percent of Total Economic
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The dollar value of indirect
business taxes" (sales and room taxes)
generated by the Lodging industry in LA
and the five competing regions in 2002 is
shown in Figure 19. From a public bal-
ance sheet perspective, indirect business
taxes are a key benefit that local gov-
ernment derives from tourism. Local
government typically receives the total
amount of hotel taxes, which are reported
to be the fourth-largest source of revenue
for San Diego's general fund." And in
California, roughly one-eighth of sales tax
revenue is returned to local governments
on a point-of-sale basis.
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Los Angeles receives the smallest
share of total indirect business taxes from
the Lodging industry of any of the six re-
gions studied: 0.8 percent. In contrast,
New York receives 1.2 percent, Phoenix
1.4 percent, San Diego 1.7 percent, San
Francisco 2 percent, and LasVegas 21.5
percent, as shown in Figure 20.

Another important publ ic benefit
of the Lodging industry is creation of
jobs. In Figure 21 we see how much
revenue was required to create one Lodg-

Figure 21

Amount of Revenue to
Create 1 Job in the Traveler
Accommodations Industry

Total annual output divided by average monthly
employment; Revenue per job shown in $1,000$;

Data is for 2002
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Thirty-four percent of Lodging in-
dustry revenue in LA is spent on em-
ployee compensation, the smallest share
in LA's competitive set, as shown in Fig-
ure 22. Employees receive the largest
share in Las Vegas - 39 percent." One
possible explanation for this spread might
be differences in worker productivity,
although as we see in Figure 23, a typical

Figure 20
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ing industry job in each of the six regions'
studied for this report. Los Angeles was
very close to the national average, with
one job for every $78,500 dollars of
revenue for the Lodging industry.

Figure 22

Percent of Lodging Industry
Revenue Paid Out for

Employee Compensation
Employee compensation direct effects, IMPLAN 2002

LOS .I11III ••ANGELES ,.

San
Francisco

San Diego .I11III.I11III1

New York ••• I11III1

Phoenix .111.111I11III.36%

las Vegas ••• 111I11III.I11III•• 1139%
32% 34% 36% 38% 40%

Percent of Revenue



Still, given that Lodging is a two to three billion dollar industry in LA (de-
pending on whether we accept the lower estimates of IMPLAN and Smith Travel
Research or the higher estimate of PKF Consulting), a one-percent difference in the

share of industry revenue going to work-
ers represents $20 to $30 million in an-
nual employee compensation, or $600 to
$800 per worker each year. This pattern
of comparatively low compensation ap-
pears to reflect LA's lodging profile, dis-
cussed later in this chapter, as a low-
revenue industry in a high-cost region.

Lodging industry worker in Los Angeles
adds about $67,000 a year in value to the
industry, substantially more than the na-
tional average of $49,000, and more than
workers in San Diego or Phoenix, but less
than workers in Las Vegas, San Francisco
and New York. Productivity differences
do not by themselves explain differences
in outlays for labor costs.

Within LA's competitive set, there
is a five percentage point spread in the
share of Lodging industry revenue going
to workers, although the spread drops to
two percentage points if we leave out Las
Vegas. These differences are com-
paratively small given the imprecision
inherent in input-output modeling (which
was used to produce this data).

Figure 24

Percent of Commodities
Used by the Hotel and Motel
Industry that are Produced

within the Region
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Figure 23

Value Added per Worker in
the Lodging Industry in 2002
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LA's Lodging industry has strong
linkages with local suppliers, with 71
percent of all hotel and motel commodi-
ties supplied by vendors located within
the county, as shown in Figure 24.12 This
is much better than the Lodging industry
in New York, which obtains only 53 per-
cent of its commodities from local ven-
dors, but less than Phoenix or LasVegas,
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where 80 percent of commodities are
purchased from local suppliers.

Overnight Visitors

Los Angeles, New York and San
Diego all receive roughly the same
number of domestic overnight visitors,
with Phoenix and San Francisco each
in progressively lower niches, and Las
Vegas in a class by itself, receiving
rough Iy twice as many visitors as LA, as

Figure 26

Ratio of Annual Occupied
Rooms to Annual Overnight
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It is worth noting that a second
source of visitor data, CIC Research,
shows higher visitor counts and the
number of domestic overnight visitors to
LA increasing rather than decreasing from
2003 to 2004, going up from 19.4
million to 20.0 million. With
international visitors added in, (lC shows
23.3 and 24.3 million total visitors to LA,
respectively, in 2003 and 2004.14

Figure 25

Domestic Overnight Trips
(person Trips) per Year
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shown by TIA Travel Scope data in Figure
25.13 Overall, LA is in third place within
its competitive set, having fallen below
New York in 2004, with about 14 million
visitors a year.

Figure 27
Number of Hotel and Motel

Rooms in 2005
Smith Travel Research data
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When we look at the number of
visitors LA received in 2004 in relation to
the number of nights that hotel and motel
rooms were occupied in 2004, it appears
that LA's visitors stay longer than visitors
to other cities that compete with LA for
tourists. Of course not all visitors stay in
hotels or motels, but if we divide the total
nights that rooms are occupied in LA by
the total number of overnight visitors, as
shown in Figure 26, we see an average of
1.9 room-nights per visitor in LA, corn-
pared to only 1.1 room-nights per visitor
in San Diego.

Figure 29
Number of Hotel and Motel
Rooms per 100 Workers in
the Regional Labor Force

Smith Travel Research - rooms in 2005
BEA and IMPLAN· number of workers in 2002
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shown in Figure 27. New York trails with
about 81,000 rooms, and LasVegas leads
with about 152,000 rooms.

Is LA's inventory of lodging rooms
large or small compared to the size of its
economy? If we look at rooms in relation
to regional economic output (Figure 28)
we see that LA has 1.5 rooms per $10

Figure 28
Number of Hotel and Motel
Rooms per $10 Million of

Regional Economic Output
Smith Travel Research - rooms in 2005

BEA and IMPLAN· Output in 2002
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Ratio of Rooms to Output

Hotel and Motel Rooms

Los Angeles has roughly 97,000
hotel and motel rooms, the second high-
est number in its competitive set, as

Figure 30
Occupancy Rate for Hotel

and Motel Rooms
Smith Travel Research
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million of regional economic output.
This puts LA ahead of New York but well
below the national average of 2.4 rooms,
and below the rest of its competitive set,
which range from 2.6 rooms in San
Francisco up to 16.6 rooms in LasVegas
per $10 million of output.

When we index the number of
rooms against the size of the regional
labor force (Figure 29) we see a similar
result. LA leads New York with 1.8
rooms per 100 workers, but is below the
rest of its competitive set and well below
the national average of 3.2 rooms per
100 workers."

Figure 31

Average Daily Hotel and
Motel Room Rates

Smith Travel Research; Las Vegas Convention
and Visitor Authority
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LA is below the national average and
below most regions in its competitive set, relative to the size of its economy. This
may be typical for a large metropolitan economy but it clearly indicates that LA is
not a first-tier tourist destination.

Figure 32

Average Daily Revenue per
Available Room

Smith Travel Research; Las Vegas Convemion
and Visitor Authortty
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Occupancy and Revenue

The 2001 terrorist attack on New
York and the recession that followed re-
duced tourism throughout the US. Oc-
cupancy rates for Lodging industry rooms
dropped in every region, as shown in
Figure 30, with LA dropping from 72 per-
cent in 2000 to 65 percent in 2002, and
climbing back up to 72 percent in 2004.

LA's room rates are among the
lowest for its competitive set, averaging
$96 dollars a night in 2004, slightly
above the $90 rate in LasVegas and the
$86 average for the US, as shown in Fig-
ure 31. New York's rates are by far the
highest, averaging $186 in 2004.



How successful is LA at adding
value to the regional economy through its
Lodging industry? One way benchmark-
ing revenue from hotel and motel rooms
is to index this revenue against each re-
gion's cost of living index, as published
by the Department of Commerce. For
example, in 2004, LA's index was 148.8, and if we divide this into LA's average
daily room rate of $96.05 we get an index value of 0.65; if we divide it into LA's av-
erage daily revenue per room of $68.77 we get an index value of 0.46, as shown in
Figure 33.

Actual revenue per room is the
result both of room rates and the number
of nights the average room is occupied.
New York again leads by this measure,
averaging $151 per night for every room
in its inventory. LA is next to the bottom
for its competitive set, averaging $69 but
above the national average of $53 in
nightly revenue for every room in the US,
as shown in Figure 32.
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Figure 33

Ratio of Room Rates and
Room Revenue to the Cost
of Living in Each Region

us Dept. of Commerce Cost of Living Index 2003;
Smith Travel Research & las Vegas Convention &

Visitor Authority Room Rates & Revenue 2004
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The 2003 Cost of Living Index for the regions in LA's competitive set range
from a high of 217.0 for New York to a low of 98.5 for Phoenix." Using this Index
as a benchmark for measuring average room rates (the average asking price for
rooms) and average room reven ue (actual reven ue from occupied rooms averaged
over all rooms) against the cost of living in each region, we see that LA fares more
poorly than any other region in its competitive set as well as more poorly than the
US average.

New York provides a useful standard of comparison for room rates because,
like Los Angeles, it has a very large, diverse economy and a highly heterogeneous
population. Relative to its cost of living, New York's average room rate is 33
percent higher than LA's and its room revenue is 50 percent higher.

When we look at LA's room inventory relative to the size of its economy and
labor force, we see that the inventory is proportionately smaller than in the United
States as a whole or in any other metropolitan area in its competitive set except
New York. When we look at LA's room rates and revenue relative to its cost of
living we see that LA is next to the lowest within its competitive set, with indexed
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room rates and revenue about half of what they are in New York. As we discuss in
Chapter 6, there is significant variation in the economic profile of hotels within Los
Angeles County based on their size and location, but compared overall to other
cities it competes with for tourists, LA's Lodging industry is comparatively small and
comparatively low-reven ue.

To summarize these comparisons, four of the five metropolitan areas in LA's
competitive set have more rooms relative to the size of their economies: San
Francisco 72 percent more, Phoenix 74 percent more, San Diego 89 percent more,
and Las Vegas 1017 percent more. And four of the areas obtain significantly higher
room revenue than LA relative to their cost of living: San Diego 25 percent higher,
Phoenix 36 percent higher, New York 50 percent higher, and Las Vegas 67 percent
higher. Based on these comparisons, LA's Lodging industry serves neither a high-
volume nor a high revenue flow of visitors.

Summary of findings

Findings about economic output from the Lodging industry include:
• Tourists' use of lodging facilities provides only 0.2 percent of LA's

economic output, less than half of the national average and far less
than in the other cities that compete with LA for tourists.

• The comparatively high level of Air transportation output shown
previously along with the comparatively low level of Lodging industry
output suggests that Los Angeles often serves as a way station on
tourists' travel path to other cities rather than a destination for tourists
who stay in local lodging.

• Tourist-linked Lodging in LA generates 0.2 percentof the region's
total economic output, less than half of the national average of 0.5
percent.

• LA receives the smallest share of total indirect business taxes from the
Lodging industry of any of the six regions studied - 0.8 percent.

• LA's Lodging industry creates one job for every $78,500 dollars in
annual revenue.

• A typical Lodging industry worker in Los Angeles adds about $67,000
a year in value to the industry.

• Thirty-four percent of Lodging industry revenue in LA is spent on em-
ployee compensation, the smallest share in LA's competitive set.

• A one-percent difference in the share of industry revenue going to
workers represents $20 to $30 million in annual employee
compensation, or $600 to $800 per worker each year.
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• . LA's Lodging industry has strong linkages with local suppliers, with 71
percent of all hotel and motel commodities supplied by vendors
located within the county.

Findings about the number of overnight visitors include:
• Los Angeles is third within its competitive set in terms of the number

of overnight visitors, having fallen below New York in 2004, with
about 14 million visitors a year.

• It appears that LA's visitors stay longer than visitors to other cities in
its competitive set, with a ratio of 1.9 nights of room occupancy for
every overnight visitor to LA.

Findings about the number of hotel and motel rooms include:
• Los Angeles has roughly 97,000 hotel and motel rooms, which comes

to 1.5 rooms per $10 million of economic output in the region or 1.8
rooms per 100 workers in the regional labor force.

s Relative to the size of its economy, Los Angeles has fewer hotel and
motel rooms than any of the cities in its competitive set except New
York, and is well below the national average of 2.4 rooms per $10
million of economic output or 3.2 rooms per 100 workers in the total
labor force.

Findings about Lodging industry occupancy and revenue include:
• LA's room rates are among the lowest for its competitive set,

averaging $96 dollars a night in 2004.
• LA is next to the lowest for its competitive set in actual revenue per

room, averaging $69 per night.
• When we look at LA's room rates and revenue relative to its cost of

living we see that LA receives the lowest level of compensation of any
region in its competitive set.
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Chapter 5

Lodging Industry Work Force

One of the most important public
benefits provided by an industry is em-
ployment of local residents. Compared
to other regions, how successful is LA's
Lodging industry in providing sustaining
employment for residents?" We explore
this question by using a type of data from
the 2000 Census that allows us to see
employment outcomes of individual resi-
dents, including their industry, occupa-
tion, earnings, employment status, and
hours worked."

Geographic Concentration

Figure 34

Location Quotient for Lodging
Industry Employment

Data for Employer Labor Force from County Business
Patterns 2002 and for Residential Labor Force from

Census 2000
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Table 3
Employment in the Lodging Industry

us Census PUMS data for currently employed persons at the time of the
2000 Census and County Business Patterns data for establishment

employment in 2002

How does the share of Los Ange-
les' labor force that finds Lodging indus-
try jobs compare to the national average,
and to the five comparison metropolitan
areas? We can answer this question using two types of information. Census data
gives us information about all of the workers living in each region at the time of the
2000 Census who were currently employed and identified their employer as a lodg-

ing establishment. Our
second source of data is
County Business Patterns
2002, which gives us in-
formation reported by all of
the Lodging industry em-
ployers located in each re-
glen." This information is
shown in Figure 34 and
Table 3.20

Census
2000

Metro Area

Lodging
Industry

Employment

Percent of
Total

Employment

Percent of
Total

Employment
Las Vegas
LOS ANGELES
New York
Phoenix
San Diego
San Francisco
United States

9.75%
0.83%
0.94%
1.66%

1.58%
1.74%
1.05%

75.570
32,765
36,726
25.223
20.950
15.986

1,368.815

County Business
Patterns 2002

Lodging
Industry

Employment
164.231
36,478
40,490
23,413
25,340
23,668

1.681,120

23.15%
0.96%
1.10%
1.68%
2.34%
2.52%
1.50%

f1lI County Business Patterns 2002

II Census 2000

o 2 4 6 8 10 12 14 16
Location Quotient 1.0 = National Average

The share of each
region's labor force that
finds jobs in the Lodging
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Measured by employment, LA's
Lodging industry was only 79 percent as
fully developed as in the overall US
economy based on information reported
by residents in the 2000 Census, and
only 64 percent as fully developed as the
US based on information reported by
employers in 2002. The regions
competing with LA for tourists all
generate a larger share of employment
through the Lodging industry than Los
Angeles. The share of employment provided by the Lodging industry in Phoenix,
San Diego and San Francisco is double the share in LA, and LasVegas generates
roughly a fifth of its jobs through the Lodging industry (including hotel-casinos)."

industry compared to the overall US
share is shown by the location quotient
values in Figure 34.21 Values greater than
1 represent above-average concentrations
of Lodging industry employment and val-
ues below 1 represent below-average
concentrations.

Sustainable Earnings

Industry Earnings

Figure 35
Lodging lndustry Wages as

a Percent of the Living Wage
1999 earnings reported in Census 2000 PUMS 5%:

2002 earnings reported in County Business Patterns
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What are the average annual earnings in the Lodging industry and how do
these earnings compare to living wage benchrnarks for each region? How much do

workers in different occupa-
tions within the Lodging in-
dustryearn?

Table 4
Average Earnings in the Lodging Industry

1999 Earnings Reported in County BUsiness
the 2000 Census Patterns 2002 By "living wage" we

1999 % 1999 '>fa 2002 refer to the minimum earn-
Metro Area

Average Living Living Average Living
ings needed to meet basicEamings WaEe Wage Earnings Wage

New York $29.565 $36,899 80% $29,071 73% family costs such as housing,
Las Vegas $27,011 $27,641 98% $27,849 92% food, childcare, 'transporta-
San Francisco $26,573 $38,431 69% $25,459 59% tion, and health care in dif-
San Diego $23,285 $29,055 80% $20,067 60% ferent regions of the US. This
LOS ANGELES $22,343 $29,258 76% $21,674 68% benchmark is not linked to
Phoenix $22,270 $25,273 88% $21,485 77%
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living wage ordinances, but rather to the wages needed to maintain a minimal
standard of living for a family based on the cost of living in different regions. In this
report our benchmark is the cost for a family with just one parent and one child.
The Economic Policy Institute calculated the living wage for regions throughout the
United States, and is the source of living wage benchmarks for the six regions
studied in this report."

We can explore the overall level of earnings in the Lodging industry through
the earned income that Lodging industry workers reported in the 2000 Census as
well as through payroll tax reports from Lodging industry employers. Census
earnings, which represent the total earnings of individual workers, are shown in
Figure 35 and Table 4.'4 Similarly, employer wages for the jobs they provide are
also shown in Figure 35 and Table 4. Since some people hold multiple jobs, the
employer-reported wages from County Business Patterns tend to be lower than the
worker-reported earnings from Census data, so our comments focus on Census earn-
ings, which provide the most complete picture of the earned income of Lodging in-
dustry workers.

LA's Lodging workers have the second lowest earnings out of the six regions,
even though LA has the third-highest cost of living, as shown in Table 4. Earnings in
LA are $7,000 lower than in New York, $5,000 lower than in LasVegas, and
$4,000 lower than in San Francisco. When compared to the living wage
benchmark, LA's wages are next to the lowest out of the six regions. The average
Lodging industry worker in Los Angeles earned roughly three-quarters of a living
wage.

Occupational
Earnings

Lodging
industryem-
ployment is
concentrated in
food preparation
and serving oc-
cupations and
building cleaning
and maintenance
occupations, as
shown Table 5."
Forty-four percent of

Table 5
Major Occupations in the Lodging Industry, 2000
Workers employed in the lodging industry at the time of the 2000 Census

Las Los
Census Occupation Vegas Angeles

New
York

San San
Phoenix Diego Francisco

1,611 351 544 692
232

1.829 2,005 1,411 1,463
504 1,141 607 431

36,72 25,223 20,95 15,986

Lodging Managers 1,709 2,401
Security Guards & Related 2,278 459
Cooks 2,569 1,287
Food Preparation Workers 1,930 199
Bartenders 1,998 589
Waiters & Waitresses 4,267 2,555
Food Servers, Non-restaurant 1,753 877
Dining Attendants & Food Prep 1,771 892
Janitors & BuildingCleaners 1,946 1,668
Maids & Housekeeping Cleaners 10,442 5,995
1st-Une Mgrs. of Gaming Wkrs. 2,025
Gaming Services Workers 5,406
Baggage Porters, Bellhops 1,830
Cashiers 3,814
Hotel, Motel, & Resort Desk 3,536 2,259
Reservation & Transportation 1,492 640

1,931
552

1,044
688
409

2,198
405
447

1,999
8,572

693

Total Wafflers 75,570 32,765

1,635 1,275 1,143
404 276

1,031 774
342 178
370 305

1,298 1,147
540 285
618 330
639 816

3,134 3,437

903
120

842
392
201
865

2,811



36 From the Pockets of Strangers

Lodging ind ustry
workers in the six
study areas were
employed in these
two job families.
When we look at
the average
annual earnings of
workers in the
largest occupa-
tions, shown in
Table 6,'6 we see
that Lodging
managers in 4 of
the 6 regions
(excluding Los
Angeles and San
Francisco), along
with LasVegas workers in two gaming occupations earned a living wage, as
denoted by the shaded cells. Workers in all other occupations and regions earned
less than a living wage.

Employee Benefits

Table 6
Average Annual Earnings in the Lodging Industry, 1999

Workers employed in the lodging industry at the time of the 2000 Census

Census Occu atlon
Lodging Managers
Reservation & Transportation
Bartenders
Waiters & Waitresses
Food Servers, Non-restaurant
Cooks
Security Guards & Related
Baggage Porters, Bellhops
Dining Attendants & Food Prep
Hotel, Motel, & Resort Desk
Food Preparation Workers
Janitors & Building Cleaners
Maids & Housekeeping Cleaners
Cashiers
1st-tjne Mgrs, of Gaming Wkrs
Gaming Services Workers

$37.123

$16.069 $17,831

$25,569

$14,679 $15,290 $18,348

$9,855 $11,287 $18,623

Wage levels do not tell the complete story of employee compensation,
which also includes employee benefits such as health insurance and retirement
funds. Health and retirement benefits typically cost between $2 and $5 an hour
depending on the type of coverage. Unfortunately, data about the number of
Lodging industry workers in each region who receive these benefits is not available.
However, anecdotal information suggests that Los Angeles workers are less likely to
receive these benefits than workers in New York, San Francisco, or Las Vegas.

Full Employment

Are Lodging industry employees typically able to obtain a full year of work?
What is the unemployment rate among Lodging industry workers? We can explore
both of these questions using Census data. In the year preceding the Census, 1999,
Lodging industry workers in Los Angeles worked an average of 1,750 hours, the
shortest work year of any of the six study regions, as shown in Figure 36." This
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represents 84 percent of a full work year
for Los Angeles workers. At the high end,
Lodging industry workers were on the job
an average of 1,900 hours in Las Vegas,
representing 91 percent of a full work
year.

The shortfall from a full work year
has the effect of reducing potential an-
nual earnings in Los Angeles by 16 per-
cent. If the average worker had a full-
time, year-around work schedule, instead
of a 1,750 hour schedule, and still re-
ceived the same Lodging industry wage,
his or her earnings in 1999 would have
been $26,556 instead of $22,343. This
would have raised the worker's earnings
up to 91 percent of the living wage.

Figure 36
Hours Worked in 1999 by
Persons Employed in the

Lodging Industry at the time
of the 2000 Census

Data from Census 2000 PUMS 5% sample
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When we look at the unemployment rate for Lodging industry workers at the
time of the 2000 Census we see the lowest rate in San Francisco, 3.7 percent; the
second highest rate in Los Angeles, 8.7 percent; and the highest rate in San Diego,
9.5 percent, as shown in Figure 37.'8 LA's Lodging industry unemployment rate

was about two-thirds higher than the
overall unemployment rate for the region
- a pattern also seen in all of the other
regions except Las Vegas.

Figure 37

Unemployment Rate for
Lodging Industry Workers

and Total Labor Force
us Census & Bureau of Labor Statistics, March 2000

San Francisco

Las Vegas

Phoenix

New York

Los Angeles

0% 2% 4% 6% 8% 10%
Percent Unemployed

Summary of findings

• Measured by employment, the
Lodging industry generates a
smaller share of jobs in LA's
economy than it does in the
national economy only 79
percent as many jobs based on
information reported by residents
in the 2000 Census, and only 64
percent as many jobs based on in-
formation reported by employers
in 2002.
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• When the earnings that Lodging industry workers reported in the 2000
Census are compared to the living wage for one parent with one child in
each region we see that workers typically earned from 69 to 98 percent of
the living wage. The average Lodging industry worker in Los Angeles earned
a little over three-quarters of the living wage.

• Lodging industry employment is concentrated in food preparation and
serving occupations and building cleaning and maintenance occupations.
Workers in these occupations in all six study regions earned less than the
living wage.

• Lodging industry workers in Los Angeles reported working an average of
1,750 hours in 1999, the shortest work year of any of the six study regions.
This shortfall from a full work year has the effect of reducing potential annual
earnings by 16 percent. At the same wage rate, full-time work would raise
earnings for the average worker up to 91 percent of the living wage.

• LA's Lodging industry unemployment rate in 2000 was about two-thirds
higher than the overall unemployment rate for the region - a pattern
repeated in all of the other regions except Las Vegas.



Chapter 6

The Lodging Industry in Los Angeles

How many jobs and what level of wages does the Lodging industry provide
in different areas within Los Angeles County? What are the room rates and
occupancy levels of hotels and motels in different areas?

We explore these questions using Lodging industry data and definitions of
sub-county Lodging markets provided by PFK Consulting. These Lodging markets
are shown in the map below in Figure 38, with LA's Lodging establishments
overlaid in varying sizes of dots representing the number of rooms at each location.

Figure 38

Map of Lodging Establishments by Number of Rooms

Lodging Establishments
Number of Rooms
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The map shows LA's Lodging industry concentrated a sprawling arc shaped like a
backwards question mark that begins downtown, swings up into West Hollywood
and Beverly Hills, extends down into West LA and Santa Monica, and ends with a
leg reaching from the airport into the South Bay. We have broken out information
about LA's Lodging establishments in fifteen sub-county Lodging markets identified
by PKF Consulting to assess local industry conditions."

CITY OF LOS ANGELES
1. Downtown
2. EastSan Fernando Valley
3. Hollywood
4. Los Angeles International Airport (LAX) - Pacific Coast Highway
5. South Los Angeles
6. Westside
7. West San Fernando Valley

BALANCE OF LOS ANGELES COUNTY
8. Antelope and Santa Clarita valleys
9. Beverly Hills - West Hollywood
10. Coastal (Malibu, Santa Monica, Venice, and Marina Del Rey)
11. Long Beach
12. Pasadena
13. San Gabriel Valley
14. South Bay
15. Whittier and the 1-5Corridor

We ask the reader to note that PFK Consulting, our preferred data source for
sub-county Lodging data, uses a different sample of Lodging establishments to
produce its reports than Smith Travel Research, our preferred data source for the
county-level Lodging data used in previous chapters to compare LA to other regions
in its competitive set. These differences result in a slightly more upbeat picture of
LA's Lodging industry from PFK, with occupancy rates for LA County 2 to 4
percentage points higher than those reported by Smith Travel Research, average
room rates $20 to $25 higher, and average revenue per available room $15 to $20
higher. Each data set provides a credible frame of reference for comparing Lodging
industry conditions in different areas, but taken together they demonstrate that there
is a margin of uncertainty about actual outcomes in the industry.

lodging Industry Size and Revenue

The average number of rooms available in each of PFK's LA market areas in
2004, and the average number occupied each night are shown in Figure 39. Down-



town LA had 9,100 rooms, with 5,600 or
62 percent occupied on a typical night.
The swath of LA that includes
Hollywood, West Hollywood, Beverly
Hills, and West LA had 13,300 rooms,
with 10,000 or 75 percent occupied.
And the beach zone that includes the
Coastal area, the airport and Pacific
Coast Highway area, and the South Bay
had 28,500 rooms, with 22,200 or 78
percent occupied.

This arc of hotels and motels
reaching from downtown to the beach
and extending into the South Bay, that
we described earlier as resembling a
backwards question mark, accounts for
over half of the Lodging accommoda-
tions in Los Angeles County. Downtown
accounts for one-in-eleven available

Figure 40
Average Percent of Rooms Occupied

in LA's Housing Markets
Source: PKF Consulting
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Figure 39
Average Daily Inventory of Rooms in

LA's Lodging Markets in 2004
Source: PKF Consulting, LA INC.
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rooms and one-in-thirteen occupied
rooms. In contrast, the coastal stretch
extending from Malibu to the South Bay
accounts for more than one-in-three
available and occupied rooms. Based
both on number of available rooms and
occupancy rates it is reasonable to con-
clude that Downtown Los Angeles is a
second or third tier destination for busi-
ness and vacation visitors to LA.

When we look at rooms occupied
as a percent of rooms available we see
that Downtown Los Angeles noticeably
trai led other areas of LA, with a gap that
widened after 2001. This gap reflects
the post-9/11 downturn in business
travel, as well as the fact that in 2002 the
convention centers in both San Diego
and Anaheim were fully operational after
being off-line for renovation and expan-
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sian. Occupancy rates from 2000
through 2005 can be seen in Figure 40,
where rates for Downtown and LA
County are highlighted to stand out
from the spaghetti effect of trend lines
from the other sub-county market
areas." Downtown had an occupancy
rate of 61 percent in 2004 and a rate of
65 percent forecast for 2005, the lowest
of any LA market area. The
International Airport and Pacific Coast
Highway area had the highest rates, 80
percent in 2004 and 81 percent forecast
for 2005, followed by hotel properties
in the Whittier, Pasadena, Coastal, and
South Bay areas.

LA's lodging markets show sub-
stantial variation in room rates. Average
daily rates in the International Airport
area are 37 percent of the price in Bev-

Figure 42
Average Daily Revenue per Room in

LA's Lodging Markets
Source: PKF Consulting
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Figure 41
Average Daily Room Rates in

LA's Lodging Markets
Source: PKF Consulting
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erly Hi lis and West Hollywood, as
shown in Figure 41. Rates have re-
mained relatively stable over the past
four years, with decline in nearly all ar-
eas after 2001 and recovery in all areas
in 2004 and 2005. Downtown is in the
middle of the range, with an average rate
of $121 a night in 2004.

Average daily revenue for rooms
reflects the effect of occupancy rates on
room rates. The Beverly Hills-West Hol-
lywood and Coastal areas stand above
all of the other areas, with average room
revenue increasing sharply to $161 and
$150 a night, respectively, in 2005, as
shown in Figure 42. The Downtown
area reached $80 in 2005. The lowest
room revenue is in South Los Angeles,
$58 a night.
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One perspective on the average
revenue in 2004 of $74 for rooms in
Downtown Los Angeles is that it was
half of the $151 average 2004 revenue
for rooms in New York.

Figure 43
Estimated Lodging Industry 2004

Revenue in LA Markets
Source: PKF Consulting

South los Angeles

Antelope & S Clarita Vly ·~=~I
East SF Vly, BUrbank)

We can use this Lodging industry
data to estimate the amount of revenue
generated by LA's Lodging industry in
each market area, bearing in mind the
possibility that data from PKF Consulting
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rooms occupied each day by average
daily revenue per room, and then multi-
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in the year we get the annual revenue
levels shown in Figure 43. The Coastal
area is estimated to generate the most
revenue - $254 million in 2004, fol-
lowed by the Airport and Pacific Coast
Highway area - $219 million, and then
the Westside - $202 million. Downtown Lodging establishments are estimated to
have generated $152 million in 2004.
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Convention Visitors

Conventions
dramatically boost the
number of high-outlay
visitors in
Downtown LA. These
outlays include high-end
lodging and meals,
transportation services and
retail shopping. The
annual number of
conventions held in Los
Angeles in 2003 and 2004
was half the number held

Figure 44
Annual Number of Conventions in LA
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from 1998 through 2001, as
shown in Figure 44.

Figure 45
Attendance and Room Nights for LA Conventions
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as shown in Figure 45. This high volume of visitors was probably influenced by the
fact that Anaheim's convention center was off line for renovation in 1998 and 1999,
and San Diego's center was off-line from 1999 through 2001. The average annual
number of room nights in 2002 to 2004 was only 48 percent as much as the
average for 1998 to 2000. This suggests that LA has had only modest success
competing with nearby convention centers since they reopened. It may also help
explain the comparatively low occupancy rates in Downtown hotels over the past
three years.
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If attendance at LA conventions in 2004 had reached the annual average for
1998 to 2000, Downtown area hotels would have had another 168,000 room nights
of occupancy, generating an additional $20 million in annual Lodging industry
revenue alone. In addition to increased transient occupancy and sales taxes, the

public sector would have
benefited from much
higher convention center
revenue.

Figure 46
LA County Wage and Salary Jobs

in Hotels and Motels 1978-2004
Source: ES-202: 1978-1989, SIC 7011; 1990-2004, NAICS 7211
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Employment

Rough Iy 1 percent
of LA's labor force works
in the Lodging industry.
Employment peaked in
1990 with about 42,000
workers who made up 1
percent of LA's wage and
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salary labor force, as shown in Figure 46.
About a fifth of these jobs were lost in the
1990 aerospace recession, with a gradual
recovery bringing employment up to
39,000 workers in 1998. Roughly 3,000
jobs were lost in the 2001 recession and
the post-9/11 downturn in travel. The
recovery has again been gradual, with
about half of the lost jobs returning by the
end of 2004.

When we look at Lodging industry
workers as a share of the total wage and
salary labor force employed in each area
of LA, the pattern shown in Figure 47
emerges." Six areas have above-average
concentrations of local jobs in the Lodging
industry: 6.1 percent of people with jobs
in Beverly Hills and West Hollywood are
employed at Lodging establishments, 3.9
percent in the Coastal area, 2.7 percent in
the Airport and Pacific Coast Highway
area, 1.8 percent in the Westside, 1.5 per-
cent in Long Beach, and 1.5 percent in Pasadena.

Figure 48

Number of Jobs by Size of
Lodging Establishment
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Figure 47

Percent of Jobs in Each Area
Provided by Lodging

Los Angeles County E8-202 data 2002
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It is also informative to look at the
Lodging industry by size class of estab-
lishments, because as we will shortly see,
th is affects wage levels. Seventy percent of
LA's Lodging establishments have fewer
than 20 employees, but these small estab-
lishments account for only 11 percent of
Lodging industry jobs, as shown in Figure
46. On the other hand, 10 percent of es-
tablishments have 100 or more employees,
but these establishments account for 67
percent of workers employed by the indus-
try. A relatively small share of hotels ac-
count for most Lodging industry employ-
ment.
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Another window
into employment
conditions within LA's
Lodging industry market
areas is the unemployment
rates reported in the 2000
Census by residents who
worked in this industry, as
shown in Table 7.32 This
information is from workers
who live in the market
area, but some may work
in a hotel or motel outside
their area of residence.

We see the lowest
unemployment rate, 4 per-
cent, among Lodging
industry workers living in

Table 7

Employment and Unemployment Among Lodging
Industry Workers in Los Angeles County, 2000

Source: us Census 2000 PUMS 5%

Unem-
Currently Currently Employ- ployment

Area Employed Unemployed ment Rate Rate
East San Fernando Vly 1,778 83 96% 4%
LAX, PCH, South Bay 5,396 284 95% 5%
Pasadena 940 58 94%. 6%
LA COUNTY 11,462 676 94% 6%,
Coastal. Bev Hills, West 2,539 180 93% 7%
Westside BOg 71 92% 8%
San Gabriel Valley 3,330 310 91% 9%
South Los Angeles 5,251 500 91% 9%
Whittier, 1-5Corridor 2,834 287 91% 9%
Long Beach 1,876 207 90% 10%
Hollywood 1,543 173 90% 10%,
West San Fernando Vly 2,998 339 90% 10%
Downtown 1,488 182 89°/~ 11%
Antelope & S Clarita Vly 1,156 275 81% 19%

Residents reporting themselves to be Traveler Accommodations workers and
identifying themselves as currently employed or unemployed at the time of the
2000 Census.

Figure 49

Average Monthly Earnings in Lodging
Establishments

Los Angeles County ES-202 data 2002
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the East San Fernando Valley-Burbank-
Glendale area, followed by 5 percent
unemployment in the Airport-Pacific
Coast Highway-South Bay Area. The
highest unemployment rate, 19 per-
cent, was found among workers living
in the Antelope and Santa Clarita Val-
leys, followed by an 11 percent
unemployment rate among workers
living Downtown. These unem-
ployment rates are for the time of the
Census in April 2000. It is likely that
these unemployment rates increased
following the 9/11 downturn in travel.

Earnings

Looki ng now at wages reported
by employers, we see that the average
month Iy wages reported for jobs in
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Figure 50
Average Monthly Wages for Lodging
Industry Jobs by Establishment Size

los Angeles County 2002, ES-202 data

Lodging establishments countywide in 2002
were $1,885 a month, as shown in Figure
49. The highest wages were paid by
Lodging establishments in Beverly Hills and
West Hollywood - $2,363, followed by the
Westside - $2,209, then the East San
Fernando Valley-Burbank-Glendale area-
$2,177, with Downtown wages fourth
highest at $2,121 a month.
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month spread between the average wages
paid to workers in the Antelope and Santa Clarita valleys compared to workers in
Beverly Hills and West Hollywood. Two of the factors that explain wage
differences are level of unionization, which we do not explore in this report, and
size of Lodging establishments, which we explore below.

Table 8

Monthly Lodging Industry Earnings in 2002 by
Geographic Area and Establishment Size

Lodging
ind ustry wages
vary considerably
based on the size
of establishments,
as shown in Figure
50. Establishments
with 200 or more
employees paid an
average of $2,131
a month in 2002,
54 percent more
than the average of
$1,384 paid by
establ ishments with
fewer than 10
employees.

Emolovment Size Ceieoot;
Area 1-9 10·19 20·49 50·99 100·199 200+ Total

Beverly Hills & WHolly 3,995 1,761 1,655 2.070 2,170 2,494 2,363
Westside 2,682 2,045 2,122 1,689 2,018 2,329 2,209
East SF Vly, Burbank 1,220 1,258 1,564 s 2,477 2,274 2,177
Downtown 1,309 1,318 1,303 1,671 s 2,305 2,121
Coastal 1,733 1,402 1,692 s 1,797 2,345 2,001
Hollywood 1,425 1,575 1,799 2,728 s s 1,953
LOS ANGELES COUNTY 1,384 1,364 1,496 1,749 1,851 2,131 1,885
Pasadena 1,116 1,110 1,217 1,689 s 1,993 1,749
LAX & Pac Coast Hwy 1,807 1,375 1,466 1,480 1,640 1,768 1,694
Long Beach 945 1,210 1,413 1,455 s 1,798 1,689
South Bay 1,359 1,258 1,712 1,775 1,700 1,699 1,644
West S Fernando Vly 1,156 1,948 1,455 s s s 1,611
South Los Angeles 1,163 1,042 1,323 1,590 s s 1,503
Whittier/l-5 Cor 1,263 1,163 1,276 1,666 s s 1,492
San Gabriel Vly 978 1,171 1,352 1,673 s s 1,421
Antelope & S Clarita Vlv 1,195 1,320 1,140 s s s 1,332
"s" tnaicetes data suppression due to small sample of employers
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When we breakout establishments by size as well as geographic area, as
shown in Table 8, we can filter out the effect that a large number of small establish-
ments has on average wages in some areas. Larger establishments pay higher
average wages. The overall trend is for progressively higher wages as
establishments increase in size. Countywide, establishments with 50 to 99
employees pay average wages that are 24 percent higher than those with 1-9
employees, and establishments with over 500 employees pay average wages that
are 62 percent higher. This holds true across LA. The size of an establishment has
more impact on wages than its location.

Area Profiles

CITY OF LOS ANGELES

Downtown Los Angeles
Downtown is home to the market's largest hotels. Downtown was heavily

impacted by the post-9/11 downturn in travel and renewed competition from the
San Diego and Anaheim convention centers, resulting in low occupancy rates.
Downtown is home to the Convention Center and a growing tourism complex
extending from the Staples Center sports arena to expanding nightlife in the Historic
District, major cultural sites on Grand Avenue, and the network of Union
StationlChinatownl Olivera Street attractions. It has the fourth-largest room
inventory, the lowest occupancy rate, slightly above-average room rates, a below-
average share of local jobs in Lodging, and the second highest unemployment rate
and fourth-highest wages for Lodging workers.

East San Fernando Valley, Burbank, Glendale
The EastSan Fernando Valley-Glendale-Burbank area has the fourth smallest

room inventory, the third lowest Lodging industry revenue, below-average
concentration of local workers in Lodging jobs, the lowest unemployment rate for
Lodging industry workers, and the third-highest wages for Lodging industry workers.

Hollywood
Hollywood has the fifth-smallest inventory of rooms, above-average

occupancy and room rates, above average unemployment and slightly above-
average wages for Lodging industry workers.

Los Angeles International Airport (LAX)-Pacific Coast Highway
The LAX area is the region's other hub for large hotels, located mainly on

Century Boulevard, just Eastof the airport. This area has benefited from the high
volume of domestic and international travel through LAX, both those who are
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tourists in LA, as well as those just passing through. This area has the largest room
inventory, highest occupancy rate, the second-highest Lodging industry revenue in
the county, the lowest room rates in the county, and an above-average
concentration of local jobs in Lodging but below-average wages.

South Los Angeles
South Los Angeles has the third-lowest occupancy rate, second lowest room

rate, lowest average daily revenue per available room, lowest revenue from
Lodging, fourth-smallest share of local jobs in Lodging, and fourth-lowest wages for
Lodging industry workers.

Westside
The West LA hotel market has seen significant recent expansion and

renovation. The limited convention center and meeting space there competes with
Downtown LA for some events. West LA has the ninth largest inventory of rooms
but the third highest revenue of Lodging in the county, an above average
concentration of local jobs in Lodging, and the second highest wages in the county
for Lodging workers.

West San Fernando Valley
The San Fernando Valley hotel properties are concentrated in the Universal

City area and the West Valley. It has below-average occupancy and room rates, the
second-lowest share of the local labor force employed in Lodging, and the third-
highest unemployment rate and fifth-lowest wages for Lodging workers.

BALANCE OF LOS ANGELES COUNTY

Antelope and Santa Clarita valleys
The Antelope and SantaClarita Valleys have the smallest inventory of rooms,

above-average occupancy rate, below-average room rate, the second lowest
revenue from Lodging, the fifth-smallest share of local jobs in Lodging, and the
highest unemployment rate and the lowest wages for Lodging workers.

Beverly Hills and West Hollywood
Beverly Hills and West Hollywood have the highest room rates, slightly

above-average occupancy rates, the highest average daily revenue per available
room, the highest concentration of local jobs in the Lodging industry, and the
highest average wages for Lodging industry workers.

Coastal
Beach community lodging properties are typically smaller than in Downtown

LA, but capture a significant amount of travel and tourism business due to their
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close-to-the coast amenities. These communities have the second-highest
concentration of local jobs in Lodging of any area of the county, high occupancy
rates, the second-highest room rates and average daily revenue per available room,
the highest Lodging industry revenue in the county, and pay somewhat above-
average wages to Lodging workers.

Long Beach
Long Beach has the fourth-lowest occupancy rate, below-average room rates

and revenue per available room, an above-average concentration of local workers in
Lodging jobs, above average unemployment, and below-average wages for Lodging
industry workers.

Pasadena
The Pasadena-Arcadia area has the third-smallest room inventory, third-

highest occupancy and room rates, third-lowest unemployment rate, and slightly
below-average wages for Lodging industry workers.

San Gabriel Valley
The San Gabriel Valley has the third-largest room inventory, second-lowest

occupancy rate, third lowest room rate, third-lowest concentration of local workers
in Lodging industry jobs, above-average unemployment rate, and the second-lowest
wages for Lodging industry workers.

South Bay
The South Bay has the second largest room inventory in the county, high

occupancy rates, below-average room rates, the fourth-highest Lodging industry
revenue, an average concentration of local jobs in Lodging, and below-average
wages for these workers.

Whittierll-5 Corridor
The Whittier-Interstate 5 Corridor area has the fifth-largest room inventory,

second-highest occupancy rate, third-lowest room rate, lowest share of local
workers employed in Lodging jobs, and the third-lowest wages for Lodging industry
workers.

Summary of Findings

• Downtown LA was particularly hard hit by the post-9/l1 downturn in
travel and renewed competition from the San Diego and Anaheim
convention centers, with occupancy rates dropping to 50 percent in
2002 and reaching only 61 percent in 2004.
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o Downtown accounts for one-in-eleven available rooms and one-in-
thirteen occupied rooms, making it a second or third tier destination
for business and vacation visitors to LA.

G A relatively small share of hotels account for most Lodging industry
employment. Ten percent of establishments have 100 or more
employees, but these establishments account for 67 percent of
workers employed by the industry.

G Lodging industry wages vary considerably based on the size of
establishments. Establishments with 200 or more employees paid an
average of $2,131 a month in 2002, 56 percent more than the
average of $1,364 at establishments with 10 to 19 employees.
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Endnotes

1 We use the geographic definitions established by Smith Travel Research. The counties that make up the
six metropolitan areas studied in this report are:

LAS VEGAS

Mohave County, AZ

Clark County, NV

Nye County, NV

LOS ANGELES

Los Angeles County, CA

NEW YORK

Bronx County, NY

Kings County, NY

New York County, NY

Putnam County, NY

Queens County, NY

Richmond County, NY

2 Peter D. Kuhbach, Mark A. Planting, and Erich H. Strassner, Survey of Current Business, "U.S. Travel and
Tourism Satellite Accounts for 1998-2003," U.S. Bureau of Economic Analysis, September 2004, p. 45.

New York continued:
Rockland County, NY

Westchester County, NY

PHOENIX

Maricopa County, AZ

Pinal County, AZ

SAN DIEGO

San Diego County, CA

SAN FRANCISCO

Marin County, CA

San Francisco County, CA

San Mateo County, CA

3 Information about US tourism-related output, employment, the tourism ratio for each industry sector, and
the definitions of industry sectors is from the Industry Economics Division (lED), Bureau of Economic
Analysis BE-51, U.S. Department of Commerce. The files used for this report contain data from the 1998-
2003 U.S. Travel and Tourism Satellite Accounts (TTSA's) as published in "U.S. Travel and Tourism
Satellite Accounts for 1998-2003," SURVEY OF CURRENT BUSINESS (Sept 2004). This article provides
further information about the definitions and conventions used in the travel and tourism satellite accounts
and can be downloaded from the publications tab on the SEA web site, www.bea.gov.

The following table provides the crosswalk between SEA Travel and Tourism Satellite Accounts and NAICS
industry codes that are used for reporting many types of industry data, as weI! as the tourism ratio for each
BEA sector. The tourism ratios were downloaded from the Bureau of Economic Analysis Satellite Industry
Accounts Data, Travel and tourism data files, Annual estimates, 1998-2003,
http://www.bea.doc.gov/bea/dn2/tourism_data.htm#ttdf

Industries in the Travel and Tourism Satellite Accounts and Tourism Ratio

TTSA Industries 2002 NAICS codes

correseondtnu NAICS Codes

Tourism Code Code Code Code Code Code Code Code Code Code Code Code Code
BEAnSA Industrv Sectors Ratio 1 2 3 4 5 6 7 8 9 10 11 12 13

raveler accommodations 0.731 7211 7212
Food services & drinking places 0.1857 722
Air transportation 0.7949 481 4881

Rail transportation 0.0444 48211 48821

Water transportation 0.1743 483 4883

Interurban bus transportatlon 0.9494 48521
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d. correspondlnq NAICS Co es

Tourism Code Code Code Code Code Code Code Code Code Code Code Code Code
BEA TISA Industry Sectors Ratio 1 2 3 4 5 6 7 8 9 10 11 12 13

Urban transit systems & other 0.149 4851 48532 4859 4884
ransportation
axi service 0.357 48531

Scenic & sightseeing transportation 0,9740 487

utomotive equipment rental & 0.5735 5321
leasing

utomotlve repair services 0.065 8111

arking lots & garages 0.151 81293
all highways 0.073 n.e.
ravel arrangement & reservation 0.9273 5615
ervices

Motion pictures & performing arts 0.163 51213 7111 7115

Spectator sports 0.270 7112 7113 7114

Participant sports 0.2770 71391 7139271394

Gambling 0.3956 7132

II other recreation & entertainment 0.2749 11425191271121 7121 7131 7139-petroleum refineries 0.0555 32411

Industries producing nondurable 0.0225 111 112 11311411 212 22133 31 32 33 511 51256142 811
PCE~ commodities, excluding
petroleum refineries
~~Iesale trade & transportation 0.0171 42 48

ervrces
fGasollne service stations 0.072 4471

!Retail trade services, exclUding 0.025 44 45
~~so!ine service stations

II other industries 0.000

*PCE = Persona! Consumption Expenditures

4 The SEA sector labeled "Nondurable commodities" in Figures 1 and 2 is a large group of industries
producing "nondurable personal consumption expenditure (PCE) commodities, excluding petroleum
refineries."

5 The Public Use Microdata Sample (PUMS) from the 2000 Census is the source of data used to obtain
information about residents of Los Angeles County who are employed in tourism-linked jobs. This data is in
the form of a sample of individual responses to the long-form Census questionnaire. Each individual
response is weighted based on its representativeness of the overall population, making it possible to expand
this data to represent the total population. The following PUMS data sets were used:

1% sample for all data points that reference U.S. totals
5% sample for all data points that reference states, metro areas, and any sub-national geography

Age:
Generally for any industry or occupation, PUMS only reports workers 16 years and older. However, to be
sure that we only captured working age people, we sub-set the PUMS data to include only people who are
sixteen years of age or older. There is no upper limit applied to the working age for PUMS data, thus the
data includes anyone working in an industry or occupation even if they are past retirement age.

Record Counts:
In order to produce data that is reliable we established the following minimum thresholds for data that is
included in this report:

Employment:
Minimum 10 records (unweighted records) for measures of employment or unemployment.
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Wage-Salaries, Weeks worked 1999, Hours worked 1999, Hourly wages 1999:
Minimum 50 records (unweighted records) for any of these measures.

Industry and Occupation:
For industries and occupations, PUMS reports the industry or occupation in which the respondent last
worked, even if they are currently unemployed. Thus, we made the following assumptions:

a. If a person reported being employed, then we assumed that the industry or occupation they reported is
the industry or occupation in which they are currently employed.

b. If a person reported being unemployed, we assumed that the industry or occupation they reported
represents the industry or occupation froml in which they were unemployed. Thus, we can identify
industry and occupation unemployment rates as well as employment rates.

To assign 1999 wage and salary incomes to an industry or occupation, we assumed that for employed
people, their current occupation or industry was the same in 1999. For people that reported being currently
unemployed or out of the labor market we assumed that the industry or occupation they reported represents
the industry and occupation in which they worked in 1999 if they report a wage-salary income for 1999.

6 Employer-reported employment data is from County Business Patterns. The US Census Bureau, in
addition to creating the census of population and housing every ten years, also releases a census each year
of all business establishments with one or more paid employees. This series, called the County BUsiness
Patterns, details number of business establishments, their industry classification (NAICS), their amount of
employment, their 1st quarter and annual payroll, and a breakdown of each industry by employment size of
the establishments. The data in this section is drawn from the most recent year of this county-level data set,
2002. This data set excludes self-employed people, domestic service workers, railroad employees,
agricultural production workers, most government employees, and employees on ocean-borne vessels.
County Business Patterns provides the most detailed public domain data set available describing regional
employment by industry, but there are at least three characteristics of this data that can produce different
employment estimates than we get from Census data. First, County Business Patterns (CBP) describes
jobs, not people; some people hold more than one job, potentially making CBP estimates higher than
Census estimates. Second, CBP excludes self-employed individuals as well as individuals in the informal
economy, potentially making CBP estimates lower than Census estimates. Third CBP describes jobs
located in a region, regardless of where the workers live, whereas Census data describes workers living in a
region, regardless of where their job is located. Depending on whether a region is a net importer or net
exporter of workers, this difference can lead to higher employment estimates in either CBP or Census data.

7 Information about the economy of each region was produced using IMPLAN input-output software to create
a model of the economy of each region, using 2002 IMPLAN data for each county within each region.
IMPLAN is an economic impact assessment software system created by the Minnesota IMPLAN Group.
The IMPLAN system serves three functions: 1) data retrieval, 2) data reduction and model development, and
3) impact analysis. The IMPLAN database consists of two major parts: 1) a national-level technology matrix
and 2) estimates of sectorial activity for final demand, final payments, industry output and employment for
each county in the U.S. along with state and national totals. Input-output accounting describes commodity
flows from producers to intermediate and final consumers. Using county-level data provided by IMPLAN it is
possible to estimate each industry's: total purchases of commodities and services, employment,
compensation to employees and owners, value added, indirect tax payments, and imports. Purchases for
final use (final demand) drive the model, and the Bureau of Economic Analysis tourism ratios (shown in
Figure 1) provide a basis for estimating the share of each industry's output that is linked to tourism.

The IMPLAN models created for each of the six regions studied in this report provide information about 509
sectors of the economy, showing linkages between each sector. In three instances the IMPLAN sectors roll
up industries within two or more different BEA tourism sectors. In those instances we used 2002 County
Business Patterns employment data for each of the six regions to disaggregate IMPLAN data by estimating



56 From the Pockets of Strangers

the proportions of the IMPLAN sector that corresponded to each BEA sector. These estimates are shown
below.

Breaking Out IMPLAN Industry Sectors to Correspond with BEA Satellite Industry Accounts
All Data is for 2002; Disaggregation is based on County Business Patterns employment data

Tourism SEA Satellite Industry NAICS
Ratio Account Code

NAICS Title Las Los
Vegas Angeles

New
York

Phoenix San San
Diego Francisco

Disaggregation of IMPLAN sector 395, Transit and ground passenger transportation, which includes Interurban bus
transportation, Interurban charier bus transportation, Urban transit systems, and Taxi service

14.95% Urban transit systems
and other transportation

4851 Urban transit
48532 systems, limousine

4859 service, and Other
ground passenger
transportation

48521 Interurban bus
transportation

48531 Taxi service

48551 Interurban charter
bus transportation

32.5% 74.9% 80.8% 83.0% 86.0% 70.2%

94.94% Interurban bus
transportation

35.70% Taxi service

82.92% Interurban charter bus
transportation

0.7% 7.3% 7.8% 9.51'/0> 0.9% 2.5%

59.8%

7.0%

3.1% 1.4% 1.5% 6.0%

14.7% 10.0% 5.9% 7.1%

10.9%

16.4%

Disaggregation of IMPLAN sector 397, Scenic and sightseeing transportation and support, which includes Scenic and
sightseeing transportation as well as support activities for transportation

97.40% Scenic and sightseeing 487 Scenic & sightseeing 28% 1% 3% 1% 11% 9%
transportation transportation

1.71 % Wholesale trade and 488 Transportation 72% 99% 97% 99% 89% 91%
transportation services support activities

Disaggregation of IMPLAN sector 418, Motion picture and video industries, which includes motion picture
production as well as distribution.

16.37% Motion pictures and 51213 Motion Picture and 74.6% 9.4% 29.5% 84.5% 60.2% 27.3%
performing arts Video Exhibition

2.25% Industries producing 512 Balance of Motion 25.4% 90.6% 70.5% 15.5% 39.8% 72.7%
nondurable peE picture and sound
commodities, excluding recording industries
petroleum refineries

8 Lodging industry data is derived from IMPLAN sector 479, which includes NAICS 72111, Hotels and
motels, and NAICS 72112, Casino hotels,

9 Indirect business taxes are paid by individuals to businesses, and then passed on to the government by
businesses. These taxes include sales, excise and hotel room taxes.

10 Jane Engle, "It's Taxation without Representation for Hotel Occupants," Los Angeles Times, August 22,
2004,

11 An alternative way of looking at the share of industry returns that go to workers is to compute employee
compensation as a percent of added value created by the industry in each region. In the IMPLAN model,
value added is the sum of employee compensation, proprietor income (income received by individual
owners), other property income (income received by corporations), and indirect business tax (taxes collected
by the business establishment). The table below shows the share of value added that goes to employees
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and owners (proprietors and corporations) in each region. The story is much the same as shown in Figure
22, where employee compensation is shown as a share of industry output (which includes the value of
goods and services purchased from elsewhere). Lodging industry workers in Los Angeles receive the
smallest share of locally added value, and owners the largest share, of any of the six regions studied.

Employee Compensation as Owner Income as % of
Metropolitan Area % of Value Added in 2002 Value Added in 2002

Las Vegas 46% 35%

Los Anae!es 40% 41%

New York City 42% 40%

Phoenix 43% 39%

San Dieco 42%, 40%

San Francisco 42% 39%

12 This is the Regional Purchase Coefficient (RPC) from the IMPLAN model for each region. An RPC
represents the proportion of the total supply of a good or service required to meet a particular industry's
intermediate demands and final demands that are produced locally. For example, an RPC value of 0.8 for
the commodity "fish" means that 80 percent of the demand for fish (by fish processors, fish wholesalers,
foreign exports, and others) are provided by local fishermen. The remainder, 20 percent, is imported.

13 This information is from TIA TravelScope, which conducts a monthly survey of U.S. households and
captures trip information for up to three trips per month. This data is then weighted and projected to reflect
the demographics of the U.S. population. To collect these data, TravelScope uses a mail panel of U.S.
households operated by National Family Opinion (NFO) Research, Inc. Each month, a representative
sample of 25,000 households are mailed a questionnaire that asks the total number of trips of 50 miles or
more away from home and/or overnight trips taken in the previous month by all members of the household.
TIA obtains responses from an average of 5,000 traveling households each month.

14 Each of the six cities, including LA, uses outside contractors to generate visitor estimates. For example,
LA and San Diego contract with CIC Research. Due to different methodologies and data sources employed
by each of the cities and our need for a consistent frame of reference to use in comparing cities, we opted to
use visitor counts generated by TIA TravelScope in this study, although the number of visitors they report is
lower than counts reported by each of the six cities we analyze.

15 This ratio of hate! and motel rooms to labor force size uses Bureau of Economic Analysis data for total
employment, including self-employed persons.

16 The Cost of LIving Index is from the US Department of Commerce, Census Bureau, Statistical Abstract of
the United States 2005-2005, Table 701. The Index measures the relative price levels for consumer goods
and services for a mid-management standard of living. The nationwide average equals 100, and each Index
is read as a percent of the national average. The Index for each region in 2003, the most recent year for
which data are available, was as follows: Las Vegas 103.0, Los Angeles 148.8, New York 217.1, Phoenix
98.5, San Oiego 139.8, San Francisco 169.8, United States 100.0.

17 The lodging industry includes NAICS 7211, Traveler accommodations (i.e., hotels and motels), and
NAICS 7212, RV parks & recreational camps. Nationally, 98% of lodging industry employment is in NAICS
7211 and 2% is in NAICS 7212.

18 The Public Use Microdata Sample (PUMS) from the 2000 Census is the source of data used to obtain
information about residents of Los Angeles County who are employed in the lodging industry. A preceding
endnote describes the conventions for using PUMS data in this report.
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19 There are severa! noteworthy differences in these two data sets. First, Census data is for people who live
in each metropolitan area, but may commute out of the area for their job, whereas County Business Patterns
data is for establishments located in each area, but the workers employed at these establishments may live
outside the metropolitan area. Second, Census data includes all people who report that they had earned
income, including people who were self-employed or who worked in the informal economy, whereas County
Business Patterns data reports only wage and salary employees, that is employees whose employers paid
payroll taxes for them. And third, Census data is for the year 2000, with annual earnings reported to the
Census covering the preceding year, 1999, whereas the most recent year of County Business Patterns data,
2002, was used for this report. The September 11, 2001 terrorist attack occurred between these two dates,
reducing tourism in many regions.

20 It should be noted that the lodging industry employment figures shown in Table 3 include all employment
in this industry, rather than just the 73% of employment that is tourism-linked as was shown in earlier
chapters.

2J The percent of each metropolitan area labor force employed in the lodging industry is divided by the
percent of the US labor force employed in this industry to calculate the location quotient (see Table 3 for
these percents).

22 In Table 3, only 9.75% of residents report being employed in the lodging industry, but lodging industry
employers report providing 23.15% of all wage and salary employment in Las Vegas. Part of this
discrepancy appears to be that many people who describe themselves in the Census as working in the
gambling industry are actually employed by establishments classified as NAICS 72112, Casino hotels.
Another part of the discrepancy is explained by the fact that the overall population of workers responding to
the Census includes self-employed people and government employees, who are not reported in County
Business Patterns data, resulting in a somewhat smaller share of the overall labor force being employed in
the lodging industry that is shown by County Business Patterns.

23 The Economic Policy Institute's living wage budgets can be downloaded from:
htlp:!/www.epinel.org/content.cfmldatazone_fambud_budget. These family budgets are for the year 1999.
For a full explanation of the methodology used, see Appendix A in Hardships in America.

24 Census data is from the PUMS 2000 5% sample, showing workers currently employed in the Lodging
industry at the time of the Censusin 2000. County Business Patterns earnings are employer reported data
for 2002. The living wage standards are from the Economic Policy Institute and are for one parent with one
child in 1999. The estimate of the percent of the living wage that is provided by Lodging industry earnings
reported in County Business Patterns 2002 incorporates estimated changes in the living wage in each
region from 1999 to 2002, based on changes in the Consumer Price Index for each region.

25 Table 5 shows workers employed in the Lodging industry at the time of the 2000 Census. Data is from the
PUMS 5% sample. Employment data is suppressed if there were fewer than 10 PUMS records for a data
point; a typical PUMS record represents 20 individuals, signifying that most blank cells represented fewer
than 200 workers. All occupations representing at least 2% of Lodging industry employment in at least one
of the six areas studied are shown in Table 5.

26 Table 6 shows workers employed in the Lodging industry at the time of the 2000 Census. Data is from the
PUMS 5% sample. Earnings data is suppressed if there were fewer than 50 PUMS records for a data point;
a typical PUMS record represents 20 individuals, signifying that most blank ceUs represented fewer than
1,000 workers.

27 Total hours worked in 1999 were estimated by multiplying the number of hours per week typically worked
by the number of weeks worked during the year, for workers employed in the Lodging industry at the time of
the 2000 Census. Data is from the Census 2000 PUMS 5% sample.
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28 The Lodging industry unemployment rate was derived from Employment Status Recode variable in PUMS
5% sample: Unemployed / (Employed + Unemployed). The metropolitan area unemployment rate for the
total labor force is from Bureau of Labor Statistics report: "Metropolitan Area Employment and
Unemployment: April 2000."

29 LA Inc, the Convention and Visitors Bureau, provided the following breakout of ZIP codes estimated to
correspond with each PFK Consulting region, and used to define Lodging industry markets in this report:
Antelope and Santa Clarita Valleys

91321 91350 91351 91354 91355 91381 91384 93243 93510 93532 93534 93535 93536 93543 93544
93550 93551 93552 93553 93560 93563 93591

Beverly Hills and West Hollywood

90069 90210 90211 90212
Coastal

90263 90265 90272 90290 90292 90401 90402 90403 90404 90405 90704 90707 90291 90293
Downtown

90012 90013 90014 90015 90017 90021 90071
East San Fernando Valley, Burbank. Glendale

90041 90042 90065 91020 91201 91202 91203 91204 91205 91206 91207 91208 91501 91502 91504
91505 91506 91521 91522 91523 91604 91608

Hollywood

90004 90020 90026 90027 90028 90029 90036 90038 90039 90046 90068
LAX, Pacific Coast Highway

90045 90230 90232 90245 90301 90302 90304 90305
Long Beach

90802 90803 90804 90805 90806 90807 90808 90810 90813 90814 90815 90822 90831 90840
Pasadena

91001 91006 91007 91011 91024 91101 91103 91104 91105 91106 91107 91108 91109 91123
San Gabriel Valley
90031 90032 90033 90063 91010 91016 91030 91702 91706 91711 91722 91723 91724 91731 91732
91733 91734 91740 91741 91744 91745 91746 91748 91750 91754 91755 91759 91765 91766 91767
91768 91769 91770 91773 91775 91776 91780 91789 91790 91791 91792 91801 91803

South Bay
90078 90247 90248 90249 90250 90251 90254 90260 90266 90274 90275 90277 90278 90501 90502
90503 90504 90505 90506 90510 90710 90717 90731 90732 90744 90745 90746 90747

South Los Angeles
90001 90002 90003 90005 90006 90007 90008 90010 90011 90016 90018 90019 90037 90043 90044
90047 90056 90057 90059 90061 90062 90089 90303

West San Fernando Valley
91040 91042 91046 91214 91301 91302 91303 91304 91306 91307 91311 91316 91324 91325 91326
91330 91331 91335 91340 91342 91343 91344 91345 91352 91356 91361 91362 91364 91367 91371
91401 91402 91403 91405 91406 91411 91423 91436 91601 91602 91605 91606 91607

Westside
90024 90025 90034 90035 90048 90049 90064 90066 90067 90073 90077 90095

Whittier, 1-5 Corridor
90022 90023 90040 90058 90201 90220 90221 90222 90240 90241 90242 90255 90262 90270 90280
90601 90602 90603 90604 90605 90606 90631 90638 90639 90640 90650 90660 90670 90701 90703
90706 90712 90713 90715 90716 90723
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30 Occupancy rates, room rates, and average daily revenue per room from 2000 through 2005, shown in
Figures 40-42, are not available for West LA or the East San Fernando Valley-Burbank areas in this data
series.

31 Although similar to County Business Patterns data in that it shows employer-reported wage and salary
employment by place of employment, this data is from the ES-202 files of the California Employment
Development Department's Unemployment Insurance program.

32 This data is from the Census 2000 PUMS 5% Sample, which is reported for Public Use Microdata Areas
(PUMAS) that typically have populations of about 150,000 residents. PUMA boundaries do not coincide
exactly with Lodging market boundaries established by PKF Consulting for its Lodging industry data,
although it is possible to identify clusters of PUMAS that correspond roughly with most of the PKF
boundaries. In some instances PKF areas have been combined to create a better match with PUMA
boundaries.
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Executive Summary

This study of the Airport Hospitality Enhancement Zone examines the economic
impacts of minimum compensation requirements, outcomes from the non-tiered living
wage requirement for both tipped and non-tipped hotel workers, and the costs and
possible benefits of training for hotel workers.

Hotels in the Airport Hospitality Zone are called upon by the City to pay workers a
minimum of $10.30 an hour and $1.25 per hour in health benefits, or $11.55 an hour if
health benefits are not provided. This is part of an overall strategy to strengthen both
the business and the employment environment in the Century Boulevard corridor
immediately adjacent to Los Angeles International Airport (LAX).

Information gathered and analyzed for this study indicates that living wage
standards and the workforce training program have had positive, or at least not
negative, impacts on hotels, hotel customers and hotel workers.

Hotels

Changes in employment rates for hotel workers in the Hospitality Zone compared
to the City as a whole provide one form of evidence about whether the wage increases
called for by the Hospitality Zone Ordinance had an adverse effect on business viability.
The 2007 recession was accompanied by declining employment rates for the Citywide
hotel labor force in 2008 and 2009. The Citywide percent of hotel workers who had any
work in the preceding 12 months dropped from 96 percent in 2007 to 88 percent in
2009.

In contrast, the annual employment rate among all hotel workers in the
Hospitality Zone increased from 95 percent in 2007 to 99 percent in 2009. Many factors
other than payments to workers affect the viability of hotels, the most important of these
being the number of visitors. Still, evidence of growing employment rates among hotel
workers in the Hospitality Zone, in contrast to declining Citywide rates indicates that
there is not evidence that wage increases had an adverse effect on the viability of hotels
in the Hospitality Zone. Higher levels of employment are an indication that these hotels
are doing well, particularly in comparison to hotels Citywide.

A workforce training program underwritten by the City is currently providing
training for 282 new and experienced hotel workers at an average cost of $2,305 each.
If this training extends the duration for which workers are retained in their jobs by
increasinq job satisfaction and opening opportunities for career advancement, it will
create significant cost savings for employers. These savings come from reduced costs
for managing terminations, filling vacancies, providing orientation and training, and the
lost productivity of experienced workers. Each job turnover that is avoided is estimated
to save employers $4,100 in direct and indirect costs.
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Hotel Customers

Hotels in the Century Boulevard corridor have access to 30 million passengers a
year who pass through LAX, many of them needing a place to stay. Roughly 1.5 million
passengers who arrived at LAX in 2009 are estimated to have stayed in high-end hotels
in the Los Angeles area, and another 2.5 million are estimated to have stayed in mid-
level hotels. This flow of visitors needing a hotel to stay in is the primary source of
guests for the Hospitality Zone. A smaller but still important group of guests is local
residents attending conferences and banquets, or spending the night at Hospitality Zone
hotels. Local residents are estimated to account for 27 percent ofguests.

The volume of passengers moving through Los Angeles International Airport
declined 4 percent from 2007 to 2008, and then an additional 5 percent from 2008 to
2009. Nevertheless, annual earnings and employment rates of hotel workers in the
Hospitality Zone do not reflect this downward trend, or the downward trend in earnings
and employment for the Citywide hotel labor force. This is an indication hotel guests,
who often have discretion about where they stay, are patronizing hotels in the
Hospitality Zone and are happy with the services they receive there.

Hotel Workers

By 2009, the average earnings reported by maids and housekeepers in the Hospitality
Zone had increased 15 percent over levels before the Ordinance was approved,
earnings of all hotel service workers increased 18 percent, earnings of sales and office
workers increased 2 percent, and earnings of the entire hotel labor force in the Zone
increased 29 percent. In contrast, there was little overall change in wages for the City's
total resident labor force of hotel workers from 2000 through 2009. The Airport
Hospitality Zone Ordinance clearly resulted in significant wage increases for hotel
workers.

Wages of workers in the Hospitality Zone are subject to the same wage floor,
whether or not they receive tips. The average wage reported in 2009 by employers for
non-tipped hotel workers is 14 percent higher than the average wage reported for tipped
workers. For the most part, tipped employees have fewer hours of work than non-
tipped employees and lower total earnings; although tips appear to slightly reduce the
gap in wages in the Zone. It is reasonable to conclude that income received through
tips does not unfairly advantage workers in tipped occupations compared to workers in
non-tipped occupations.

The purpose of the workforce training program is to benefit hotels in the
Hospitality Zone as well as hotel workers. Training is expected to lead to increased job
satisfaction and opportunities for career advancement.

Improved employment and earnings outcomes for hotel workers in the Hospitality
Zone are an indication of the overall strength of the LAX hotel cluster. Well-paid and
well-trained workers appear to be contributing to the resilience of these hotels and the
satisfaction of their customers.
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Economic Impact of Minimum Compensation Requirements

Hotels in the Airport Hospitality Zone are called upon by the City to pay workers a
minimum of $10.30 an hour and $1.25 per hour in health benefits, or $11.55 an hour if
health benefits are not provided. This is part of an overall strategy to strengthen both
the business and the employment environment in the Century Boulevard corridor
immediately adjacent to Los Angeles International Airport (LAX).1 This report provides
information about the impacts of the Airport Hospitality Enhancement Zone Ordinance
on workers and their employers.

The first section of this report analyzes economic impacts of the minimum
compensation requirements. We begin by defining earnings bands for hotels workers,
which serve as benchmarks for assessing impacts. We then look at the effect of the
ordinance on hotel workers' salaries in the zone compared to hotel workers' salaries in
the City as a whole. In the last part of this section, we look briefly at the customer base
for hotels inside the zone and in the balance of the City.

Earnings Bands for Hotel Workers

The U.S. Census Bureau's 2009 American Community Survey estimates the
earned income over the past 12 months of hotel workers residing in Los Angeles
County. The average earnings reported by hotel workers was $29,775 a year or
$2,481 a month." The most reliable and detailed information about the wage
distribution for occupations within Los Angeles' hotel industry comes from employer
surveys carried out by the California Employment Development Department. We
applied this occupational wage distribution to the average earnings reported by hotel
workers in the county to create the ten wage bands shown in Table 1.

Workers in the first, lowest and biggest of the ten wage bands earn 70 to 80
percent of the average industry wage, or $1,737 to $1,985 per month. This band
includes maids and housekeepers and accounts for 44 percent of all hotel workers.

Workers in the second band include foods service helpers and security guards.
They receive 81 to 90 percent of the industry average or $1,986 to $2,233 per month,
and account for 16 percent of the industry labor force.

Workers in the third band include switchboard operators, waiters and bartenders.
They receive 91 to 100 percent of the industry average, or $2,234 to $2,482 per month,
and account for 15 percent of the industry labor force.

Workers in the fourth band include cooks and bookkeepers. They receive 101 to
110 percent of the industry average, or $2,483 to $2,729 per month, and account for 6
percent of the labor force.
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Table 1
2009 Monthly Wage Bands for Hotel Workers in Los Angeles County

Wage
Wage as % of
Hotel Average Wage Range % of All

H t I J bsBand Major Occupations in Band Low High Low High oe a

1 Baggage Porters and Bellhops 70% 80% $1,737 $1,985 44%
Laundry and Dry-Cleaning Workers
Maids and Housekeeping Cleaners
Janitors and Cleaners
Grounds Cleaning and Maintenance
Dishwashers
Food Servers, Non-restaurant
Cashiers

2 Hotel, Motel, and Resort Desk Clerks 81% 90% $1,986 $2,233 16%
Dining Room, Cafeteria and Bar Helpers
Hosts and Hostesses, Restaurant
Security Guards

3 Switchboard Operators 91% 100% $2,234 $2,482 15%
Office Clerks
Waiters and Waitresses
Bartenders

4 Cooks 101% 110% $2,483 $2,729 6%
Bookkeeeing, Accounting Clerks

5 Housekeeping Supervisors 111% 120% $2,730 $2,978 6%
Maintenance and Repair Workers

6 Secretaries 121% 130% $2,979 $3,225 1%
Massaqe Therapists

7 Managers of Food Preparation and Serving 131% 150% $3,226 $3,721 4%
Office Manaqers

8 Personal Services Managers 151% 170% $3,722 $4,218 1%
Meetinq and Convention Planners

9 Sales Representatives 171% 200% $4,219 $4,962 2%
Accountants and Auditors

10 Chefs and Head Cooks 201% 450% $4,963 $11,166 4%
Lodging Managers
Food Service Managers

AVERAGE -ALL HOTEL WORKERS 100% $2,481 100%

Sources: us, Census Bureau, 2009 American Community Survey for wage and salary income in the past 12 months for hotel
workers 18-64 years of age residing in Los Angeles County with earned income. California Employment Development Department
Labor Market Information Division and Economic Roundtable for proportionate distribution of wages in holel occupations:

Workers in the fifth band include housekeeping supervisors and maintenance
workers. They receive 111 to 120 percent of the industry average, or $2,730 to $2,978
per month, and account for 6 percent of the labor force.
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Workers in the sixth band include secretaries and massage therapists. They
receive 121 to 130 percent of the industry average, or $2,979 to $3,225 per month and
account for 1 percent of the labor force.

Workers in the seventh band include food and office managers. They receive
131 to 150 percent of the industry average, or $3,226 to $3,721 per month, and account
for 4 percent of the labor force.

Workers in the eighth band include personnel managers and convention
planners. They receive 151 to
170 percent of the industry
average, or $3,722 to $4,218 per
month, and account for 1 percent
of the labor force.

Workers in the ninth band
include sales representatives and
accountants. They receive 171 to
200 percent of the industry
average, or $4,219 to $4,962 per
month, and account for 2 percent
of the labor force.

Workers in the tenth and
highest band include chefs and
hotel managers. They receive
201 to 450 percent of the industry
average or $4,963 to $11,166 per
month, and account for 4 percent
of the labor force.

Number of Hotel Workers in Each
Wage Band.

The average monthly wage
and salary earnings reported by
hotel workers within the Hotel
Zone and outside of the Zone
over the two-year period of 2008
to 2009 was: 3

• Hotel Hospitality Zone $2,523
• Los Angeles City $2,386
• Los Angeles County $2,544

Applying the wage spread
among occupations found in the
state's survey of Los Angeles
County hotel employers to the
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average wage for each area, we can
estimate the share of hotel jobs that
fall in each wage band, as shown in
Figure 1 (see endnote for supporting
data). 4

The Hotel Zone is very close
to parity with the hotel wage
distribution in Los Angeles County,
with 45 percent of workers in the
lowest wage band vs. 44 percent for
the county. The City of Los Angeles
as a whole has 57 percent of hotel
workers in the lowest wage band.
The wage profile in the Hotel Zone
may well have been similar to this
Citywide profile before minimum
wage standards were established,
raising the wage floor and quite likely
the overall wage ladder in the Zone.

Impacts of Wage Standards for Hotel
Zone Workers

Figure 2

Public Use Microdata Areas Used to Identify
Workers Employed in the Hospitality Zone

We are able to determine
wage trends for hotel workers using
the Public Use Microdata Sample
(PUMS) records released by the
Census Bureau. These records are
the complete long-form census Source: Economic Roundtabte

responses from individual
households. Each record is weighted so that the sample of responses can be
expanded to represent the entire population. The identities of individual respondents
are masked in these records, and one of the ways that is done is by rolling up
respondents' place of residence into Public Use Microdata Areas (PUMAs).

The City of Los Angeles is broken out into 24 PUMAs. We used data for 7
PUMAs that are within a 6-mile radius of the airport, some inside the City and some
outside, to capture information about hotel workers who are likely to be employed in the
Hospitality Zone. Figure 2 shows a map of these PUMAs.

PUMS records from the 2000 decennial census and the American Community
Survey from 2005 (when city-level data became available) to 2009 were filtered as
follows to identify records of hotel workers:

• Employed in the Traveler Accommodations industry
• Wage and salary income in the past 12 months
• 18 to 64 years of age
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Figure 3
Annual Earnings of Los Angeles City Residents Employed by Hotels, 2000 to 2009
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Source: U. S. Census Bureau, 2000 decennial census, 2005 to 2009 American Community Surveys. Wages shown in 2009 dolfars.

Comparable data sets were assembled for both the City of Los Angeles and the 7
PUMAs where Hospitality Zone workers are most likely to reside.

When we look at the entire labor force of hotel workers residing in the City, there
is little overall change in wages from 2000 through 2009, as shown in Figure 35 In
addition to the total hotel labor force, earnings are broken out for three occupational
groups:

• Maids and Housekeepers, who are the largest group of hotel workers
• Service workers, a job family that includes maids and housekeeping cleaners,

cooks, waiters and waitresses, janitors, food servers, bartenders, baggage
porters, dishwashers, and security guards.

• Sales and office workers, a job family of hotel workers that includes cashiers and
sales representatives

Workers' annual earnings can change as the result of at least two things -
changes in wage rate or changes in the number of hours worked in a year. For
example, the dip in earnings in 2005 was probably the result of fewer hours of work
during the year. From 2006 through 2009, after adjusting wages for all years to 2009
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Figure 4

Annual Eamings of Hotel Workers Residing in the LAX Area, 2007 to 2009
$40,000,-----------------------------------,

___ ~34,j38$35,000
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$17,192

$14,957
1B,906-$15,000
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Maids and Housekeepers All Hotel Service Workers I AI! Hote! Sales, Office Wkrs! All Hotel Workers

Source: U.S, Census Bureau, 2007 to 2009 American Community Surveys -. Wages shown in 2009 dollars. Data years 2000, 2005
and 2006 are not shown because the annual sample of PUMS survey records for Los Angeles was too small to breakout wage
trends among workers in the Hospitality Zone.

dollars, the typical annual change in the earnings of LA City hotel workers shown in
Figure 3 was very modest:

• $56 annual increase, or 0.3 percent, for maids and housekeepers
• $31 annual increase, or 0.1 percent, for all hotel service workers
• $124 annual increase, or 0.6 percent, for hotel sales and office workers
• $279 annual increase, or 1.0 percent, for all hotel workers

We see a different picture when we look at the wages of workers residing in the
Hospitality Zone. The minimum wage provisions of the Airport Hospitality Enhancement
Zone Ordinance took effect July 1, 2007, and required a minimum hourly wage of $8.25
with health benefits or $9.50 without health benefits. The minimum wage is adjusted
annually based on changes in the Consumer Price Index. The minimum wage of $8.50
in 2007 was the equivalent of $17,160 in annual earnings for a full-time worker. Hotels
with severe financial problems had the option of seeking a one-year waiver from the
new wage requirements.
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Figure 5

Percent of Los Angeles City Residents Employed by Hotels with Earned Income in the
Preceding 12 Months, 2000 to 2009
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Source: U.S. Census Bureau, 2000 decennial census, 2005 fa 2009 American Community Surveys,

The earnings shown in Figures 3 and 4 represent wages received in the 12
months preceding the date when residents completed the Census questionnaire, and
thus reflect earnings from January 2006 through December 2008. This means that
wage increases resulting from the Hotel Zone Ordinance became completely apparent
in 2009 data, when workers reported their 2008 earnings.

By 2007, the annual sample of PUMS survey records for Los Angeles had grown
sufficiently large to breakout wage trends among workers in the Hospitality Zone.
Annual average earnings from 2007 through 2009 are shown in Figure 4. 6 However,
the sample of records for Hospitality Zone workers in the occupational groups for maids
and housekeepers, and sales and office workers are small, so these results should be
treated cautiously. Maids and housekeepers are part of the larger job family of service
workers; if both demonstrate the same trends, the outcomes shown for maids and
housekeepers are validated. Similarly, if trends for the entire workforce of hotel workers
are similar to those for occupational groups within this industry, this validates the trends
for those occupational groups. For the most part, this is the case with data for the Hotel
Zone. On the other hand, if trends shown for smaller occupational groups diverge from
those shown for larger groups, then data for the smaller groups is called into question.
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Figure 6

Percent of Hotel Workers Residing in the LAX Area with Earned Incorne in the
Preceding 12 Months, 2007 to 2009
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Source: U. S. Census Bureau, 2007 to 2009 American Community Surveys.

In 2009, the average earnings reported by maids and housekeepers in the Zone
were $17,192, an increase of 15 percent over earnings reported in the preceding year.
Earnings increased 18 percent for all hotel service workers, 2 percent for sales and
office workers, and 29 percent for the entire hotel labor force. The Hotel Zone
Ordinance clearly resulted in significant wage increases for hotel workers. In
comparison, the City's total resident labor force of hotel workers, shown in Figure 3,
reported only a 5 percent change in earnings from 2008 to 2009 - a change only one-
sixth as great as in the Hospitality Zone."

Employment Change in the Airport Hospitality Enhancement Zone

Changes in employment rates for hotel workers in the Hospitality Zone compared
to the City as a whole provide one form of evidence about whether the wage increases
called for by the Hospitality Zone Ordinance had an adverse effect on business viability.

The 2007 recession was accompanied by declining employment rates for the
City's resident hotel labor force in 2008 and 2009. The percent of workers who had any
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Figure 7

Type of Accommodation Used by Passengers Arriving at LAX, 1994 to 2009
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work in the preceding 12 months is shown in Figure 58 This Citywide annual
employment rate dropped from 96 percent in 2007 to 88 percent in 2009,

In contrast, the annual employment rate among all hotel workers in the
Hospitality Zone increased from 95 percent in 2007 to 99 percent in 2009, as shown in
Figure 6.9 Many factors other than payments to workers affect the viability of hotels, the
most important of these being the number of visitors. Still, evidence of growing
employment rates among hotel workers in the Hospitality Zone, in contrast to declining
Citywide rates indicates that there is not evidence that wage increases had an adverse
effect on the viability of hotels in the Hospitality Zone.

o
0>
N

Customer Base within and Outside the Hospitality Zone

Hotels in the Century Boulevard corridor have access to a large flow of travelers
needing a place to stay. The United States Bureau of Economic Analysis (BEA)
estimates that 73 percent of hotel business comes from travelers, with the remaining 27
percent coming from local resldents.'" In the case of LAX hotels, the roughly three-
quarters of guests who are travelers are most likely to be people who are arriving at the



12 Economic Roundtable

Figure 8

Annual Household Income of Passengers Departing through LAX, 1994 to 2009
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Source: Los Angeles World Aicporls for passenger volume, Applied Management and Planning Group 2006 Survey for household
incomes of departing passengers.

airport. Air travelers are the primary customer base for hotels in the Hospitality Zone.
The volume of air travelers has declined with the recession, dropping 4 percent from
2007 to 2008, and then an additional 5 percent from 2008 to 2009,

Roughly 1.5 million passengers who arrived at LAX in 2009 are estimated to
have stayed in high-end hotels in the Los Angeles area, and another 2.5 million are
estimated to have stayed in mid-level hotels, as shown in Figure 7,11 This flow of
visitors needing a hotel to stay in is the primary source of guests for the Hospitality
Zone, They are augmented by roughly another quarter of the customer base that is
drawn from local residents, for example, people living in Los Angeles who come to
banquets and conferences held at LAX hotels.

Two factors that determine whether passengers traveling through LAX stay at a
hotel, and if they do, the type of hotel they stay at are whether they are visitors or local
residents, and their income level. The estimated income distribution of passengers
departing from LAX is shown in Figure 8.12 In 2009, an estimated 9.2 million
passengers departing through LAX had annual household incomes over $100,000 a
year. Assuming that 44 percent of these passengers were visitors rather than local
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residents, this means that an estimated 4 million passengers could reasonably afford to,
and might have a need to stay at hotels in the LAX Hospitality Zone.

The Hospitality Zone has 14 percent of the hotel bed inventory in Los Angeles
County and 29 percent of the bed inventory in the City of Los Anqeles.l" The customer
base for the balance of the City includes visitors traveling through LAX whose
destination is outside of the Hospitality Zone, visitors arriving by automobile, train and
ship, and the roughly one-quarter of the customer base drawn from local residents
attending conferences and banquets at local hotels.

Conclusions about the Economic Impacts of Minimum Wage Requirements

Information gathered and analyzed for this study indicates that living wage
standards and the workforce training program have had positive, or at least not
negative, impacts on hotels, hotel customers and hotel workers.

Evidence of growing employment rates among hotel workers in the Hospitality
Zone, in contrast to declining Citywide rates indicates that there is not evidence that
wage increases had an adverse effect on the viability of hotels in the Hospitality Zone.
Higher levels of employment are an indication that these hotels are doing well,
particularly in comparison to hotels Citywide.

Annual earnings and employment rates of hotel workers in the Hospitality Zone
do not reflect the downward trend in airport passengers, or the downward trend in
earnings and employment for the Citywide hotel labor force. This is an indication hotel
guests, who often have discretion about where they stay, are patronizing hotels in the
Hospitality Zone and are happy with the services they receive there.

The Airport Hospitality Zone Ordinance clearly resulted in significant wage
increases for hotel workers. Improved employment and earnings outcomes for hotel
workers in the Hospitality Zone are an indication of the overall strength of the LAX hotel
cluster. Well-paid workers appear to be contributing to the resilience of Hospitality Zone
hotels and the satisfaction of their customers.

Non-tiered Living Wage Requirement for Both Tipped and Non-tipped Hotel
Workers

Tipped and Non-tipped Hotel Worker Wages Within and Outside the Hospitality Zone

The minimum wage standard established by the Airport Hospitality Enhancement
Zone Ordinance applies equally to both tipped and non-tipped employees. In this
section we analyze the wages of these two groups of workers as the first step in
analyzing their overall wage parity. Managers and supervisors are excluded from this
analysis, as well as professional workers in occupations such as Meeting and
Convention Planners and Accountants and Auditors. Tipped employees account for 51
percent of line workers in hotels and include:

• Baggage Porters and Bellhops
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• Bartenders
• Concierges
• Food Servers
• Maids and Housekeeping Cleaners
• Parking Lot Attendants
• Waiters and Waitresses

Non-tipped employees account for 49 percent of line workers in hotels and
include:

• Bookkeeping, Accounting, and Auditing Clerks
• Cashiers
• Cooks, Restaurant
• Dining Room and Cafeteria Attendants and Bartender Helpers
• Dishwashers
• Food Preparation Workers
• Hosts and Hostesses, Restaurant, Lounge, and Coffee Shop
• Hotel, Motel, and Resort Desk Clerks
• Janitors and Cleaners, Except Maids and Housekeeping Cleaners
e Laundry and Dry-Cleaning Workers
• Maintenance and Repair Workers
• Sales Representatives
• Security Guards
• Switchboard Operators

By applying the occupational wage spread reported by hotel employers to the
average 2009 eamings reported by hotel workers in Los Angeles County, Los Angeles
City and the LAX Hospitality Zone,
we obtain the average wages
(before tips) for tipped and non-
tipped line hotel workers shown in
Table 2.

The average pre-tip wage
reported by employers for non-
tipped hotel workers is 14 percent
higher than for tipped workers:
$2,322 vs. $2043 Countywide,
$2,178 vs. $1916 Citywide, and
$2,303 vs. $2,027 in the LAX
Hospitality Zone.

Table 2
Average Monthly Wage in 2009 Reported by Employers

for Tipped and Non-Tipped Hotel Workers in Non-
supervisory, Non-professional Occupations

Tipped Workers
Non-tipped Workers
Percent Difference

Los
Angeles
County
$2,043
$2,322

14%

LAX
Hospitality

Zone
$2,027
$2,303

14%

Los
Angeles

City
$1,916
$2,178

14%

Sources: California Employment Development Department OES employer
survey for wage spread among holel occupations and U.S. Census
Bureau 2009 American Community Survey for average eamings of hotel
workers in each geographic area
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Effect of Tips on Earnings Parity between Hotel Workers in Tipped and Non-tipped Line
Occupations

Little information is available about the income that Los Angeles hotel workers
receive from tips. Our approach is to analyze post-tip outcomes in the form of number
of hours worked and total earnings reported by workers. Then, we compare the post-tip
earnings spread for tipped and non-tipped hotel workers to the spread reported by
employers for pre-tip wages. This approach does not produce a specific estimate of the

amount of income that
workers receive through
tips, but it does provide
information about the
effect of tips on earnings
parity between hotel
workers in tipped and
non-tipped line
occupations. This
analysis is shown in
Table 3.14

What we see for
the most part is that
tipped employees have
fewer hours of work than
non-tipped employees
and lower total earnings,
although tips appear to
reduce the gap in wages
that employers are

shown paying in Table 2. When we look at the County, the City and the Hospitality
Zone in Table 3, outcomes are least favorable for tipped workers in the Hospitality
Zone. These employees report 19 percent fewer hours of work and post-tip earnings
that are 13 percent lower than non-tipped workers. The magnitude of this post-tip wage
gap for tipped workers should be viewed with caution because of the comparatively
small sample size for the Hospitality Zone." However, it is reasonable to conclude that
income received through tips does not unfairly advantage workers in tipped occupations
compared to workers in non-tipped occupations.

Table 3
Average Monthly Earnings, Hours Worked and Hourly Earnings in 2009

Reported by Tipped and Non-Tipped Hotel Workers in Non-
supervisory, Non-professional Line Occupations (2009 dollars)

Los Angeles
County

Average Monthly Earnings
Tipped Workers
Non-tipped Workers
Percent Difference

Average Monthly Hours Worked
Tipped Workers
Non-tipped Workers
Percent Difference

Average Hourly Earnings
Tipped Workers
Non-tipped Workers
Percent Difference

$1,811
$1,881

4%

139
147
6%

$13.04
$12.80

-2%

Los Angeles
City

LAX Hospitality
Zone

$1,936
$1,780

-8%

$1,755
$2,349

34%

146
138
-6%

139
165

19%

$13.25
$12.91

-3%

$12.64
$14.24

13%

Source: US. Census Bureau, 2009 American Community Survey, workers in the Traveler
Accommodations industry, age 18~64years, with wage and salary earnings in tne past 12
months.

Average Training Cost per Hotel Worker within the Hospitality Zone

The Airport Hospitality Enhancement Zone Ordinance calls for an investment in
workers that includes a workforce training program underwritten by the City. This
training is currently being provided by the California Labor Federation AFLICIO under a
$650,000 contract with the City's Community Development Department. The training
includes:
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• Boot camp training for new hires
• Career advancement training for room attendants
• Career advancement training for banquet servers

Training is provided in 40-hour training modules for 282 workers. Most classes are
planned to have 16 participants, and altogether, 11,280 person hours of training are
planned. The average training cost is $2,305 per worker who completes training.

Human capital investments in the form of worker training can increase
productivity and reduce turnover. If this training program extends the duration for which
workers are retained in their jobs by increasing job satisfaction and opening
opportunities for career advancement, it will create significant cost savings for
employers. This includes:

• Reduced termination costs for separation processing, exit interviews and
accrued vacation

• Reduced vacancy costs for temporary help, preparing and running job ads,
screening and interviewing applicants, checking references and finalizing
hiring agreements

• Reduced orientation and training costs for new hires
• Reduced indirect costs for lost productivity of experienced workers, increased

time spent supervising new workers, and decreased satisfaction on the part of
customers served by inexperienced workers

The American Hotel and Motels Association cites a $4,100 turnover cost for line
employees. This includes $2,500 in direct costs and $1,600 in indirect costs."
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ENDNOTES

1 The Airport Hospitality Enhancement Zone Ordinance, number 178432, was adopted by the Los Angeles City
Council on February 21, 2007. As specified in Ordinance 177211, the Hospitality Zone includes properties along
the north side of Century Boulevard between La Cienega Boulevard and Sepulveda Boulevard and along the south
side of Century Boulevard from La Cienega Boulevard to Aviation Boulevard; and includes properties on the north
side of 98th Street between Sepulveda Boulevard and Aviation Boulevard, and nearby properties that have addresses
on La Cienega Boulevard, 102nd Street, 98th Street, and Aviation, Sepulveda and Airport Boulevards.

2 U.S. Census Bureau, 2009 Ameriean Community Survey Public Use Microdata Sample for Los Angeles County
and California Employment Development Department, industry-occupation matrix based on 2009 employment,
http://www.labormarketinfo.edd.ca.govl?pageid~ 1012.

3 Wages in the preceding twelve months reported by hotel workers in the 2008 and 2009 American Community
Survey were adjusted to 2009 dollars and averaged. Data for the two-year period was used to increase sample size.
Average annual earnings reported by hotel workers countywide were higher for the combined two-year period of
2008-2009 than for 2009 alone because average annual earnings adjusted to 2009 fell from 2008 to 2009, from
$31,532 to $29,775.

4 Supporting data for Fizure 1 Distribution of Hotel Workers by Wage Band'0 , --
Wage Ba_nd LA County ---+ LAC;lv Hotel Zone

1 43.9% 57.0% 44.6%
2 16.1% I 5.10/0 --I---- 15.5%
3 14.6% 18.9% "--"- 14.6%-
4 6.5% 5.8% 6.5%

-~,-.- 5 5.8% 1.3% 1-- ,~-. 5.8%
6 -- 1.3% - - 2.2% 1.3%
7 ---- 3.5% -1.9% 3,6%
8 1.5% 2.6% 1.4%
9 2.2% 1.5%

._--r- -2.2%
10 4.5%

_.
3.7% 4.5%

Total 10.0.0% 100.0% --- 100.0%

Supporting dat"._oI~Igllre 3, Annual Earnings of Los Ang.~~s..9!l' Resi ents Employed by Hotels, 2000 to 2009:
Year _.J_-.6verage Annual Earnings - 2009 $ I ~~mber.2fworkers Number of records

Maids and Housekeepers
2000 $15,389 3,932 194
2005 $13,489 4,774 34-
2006 $16,261 - 3,405 30
2007 $14,724 - 4,733 33

_. 2008 $17,470 4,175 35
2009 $17,670 .. 3,776 34

All Hotel Service Workers
2000

._-
$23,478 11,613 -,- 557

2005 .-- $14,757 -12,663 91
-- 2006 $24,213 9,612 I 78

2007 $20,765 11,091 84
I 2008 $23,079 11,000 -- r---'--~:'L--~--I 2009 $23,271 .. 9,747 87
'_.AIIHotel Sales and Office Workers - -
-----_.- 2000 $25,457 3.09' 160

- 2005 - $26,134 2,318 I 24
--- 2006 '$22,459 3,460 -- 32 .--....

2007 $21,481 ._- 3,213 25
2008 - ~---~---$27,778 -- 3,601 31
2009 $18,841 3,743 30

All Hotel Workers , '--._--
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2000 $26,984 17,864 I 870
2005 $23,969 19,900 153
2006 $27,518 17,385 145
2007 $29,664 18,006 I 140
2008 $27,864 16,722 I 146
2009 $29,393 18,743 I 160

'S d f F 4 Ann IE fH IW k R 'd' h I AX Ar 2000 2009upportmg ata or 19t1Te , ua armnzs 0 ate or ers eSI m~m t e -' eo, to
Year Avera e Annual Earnlnos - 2009 $ I Number of workers I Number of records

Maids and Housekeepers
2007 I $13,906 I 1,955 12
2008 $14,957 I 1,994 I 12
2009 $17,192 I 2,140 15

All Hotel. Service Workers
2007 $21,399 5,114 39
2008 $20,404 4,650 34
2009 I $24,122 4,897 36

AI! Hotel Sales and Office Workers
2007 $17,920 I 1,618 14
2008 $26,766 I 1,538 I 13
2009 $27,345 I 1,637 16

All Hotel Workers
2007 $27,182 I 8,085 64
2008 $26,417 7,456 56
2009 $34,138 I 9,706 - 75

7 The sample of records for Hotel Zone workers in the occupational groups for maids and housekeepers and sales
and office workers are small, so these results should be treated cautiously. However, if anything, the smaller
samples may understate the magnitude of changes in earnings. For example, hotel service workers, which include
maids and housekeepers, show greater wage increases than maids and housekeepers by themselves. And the total
hotel labor force in the Hotel Zone shows greater wage increases than service workers by themselves.

s Supporting data for Figure 5, Percent of Los Angeles City Residents Employed by Hotels with Earned Income in
th P din 12 M h 2000 2009e rece 19 ant s, to :

Year Annual EmoLovment Rate Number of Records Number of W9.~
Maids and Housekeepers

2000 84% 232 4,678
2005 95% 37 5,050
2006 96% 32 3,551
2007 96% 36 4,920
2008 910;,) 39 4,585
2009 74% 41 21,266

All Hotel Service Workers
2000 88% 633 13,151
2005 96% 96 13,147
2006 92% 84 10,417
2007 93% 93 11,872
2008 94% 101 11,712
2009 I 83% 99 I 11,759

An Hotel Sales and Office Workers
3,607 --2000 I 86% 187 I

2005 I 98%, 25 2,368
2006 88% 34 3,929
2007 I 98% 26 3,270
2008 I 98% 32 3,674
2009 97% 31 3,844

All Hotel Workers I
I 2000 88% I 999 I 20,413
I 2005 I 96% I 163 i 20,771
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2006 93% 153 18,659
'".-

2007 96% 152 18,990
2008 93%"--"-- 158 18,017
2009 88% 178_~..._._.___ .._;U,~~L._.

9 Supporting data for Figure 6, Annual Percent of Hotel Workers Residing in the LAX Area with Earned Income in
the Preceding 12 Months 2007 to 2009''4' ,

Year___ L~ Annual Employment Rate I N~!!,berof Records Number of Workers
~C!jds and Housekeepers ..----_.+ 2007 90%, I 15 I 2,177

2008 100%
~

1,994I 12
I 2009 100% I 15 2,140

All Hotel Service WorkE!fs __
2007 - 94%

""-~-
43 - 5,426

~. 2008 I 100% 34 4,650
2009 I 98% 37 5,000

All Hotel Sales and Office Workers
"-'~-'~-1:768I 2007 I 92% I 16

I 2008 I 95% I 14 I 1,611
I 2009 I .. 100% I 16 L _.~....J.&r1___

All Hote! Workers
2007 I 95%

.
I 70 8,547

. 2008 i 98% 58 .._ ..- ._ . 7,633.~___
-.--- 2009 I 99% 76 9,809

10 Information about US tourism-related output employment and the tourism ratio for the Lodging sector sectors is
from the Industry Economics Division (lED), Bureau of Economic Analysis BE·51, U.S. Department of Commerce.
The files used for this report contain data from the 1998·2003 Ll.S.Travel and Tourism Satellite Accounts (TTSA'sj
as published in "U.S. Travel and Tourism Satellite Accounts for 1998·2003," Survey of Current Business" (Sept
2004). This article provides further information about the definitions and conventions used in the travel and tourism
satellite accounts and can be downloaded from the publications tab on the BEA web site! www.bea.gov.

11 The annual number of arriving passengers is from data released by Los Angeles World Airports,
http://www.lawa.org/. The breakout of passengers by residents and visitors is based on a 2006 survey conducted for
Los Angeles World Airports by Applied Management and Planning Group, Los Angeles, CA. The breakout of
passengers by type of accommodation is based on 2009 statewide data prepared for the California Travel and
Tourism by D. K. Shifflet & Associates, Ltd., VcLean, VA, www.dksa.com. The 2009 data about the share of
passengers that are visitors! and the 2006 data about the type of accommodation used by visitors is applied to
passengers arriving in all years from 1994 through 2009. Supporting data for Figure 7, Type of Accommodation
Used bv Passengers ArrivlDg at LAX, 1994 to 2009 is as follows:

Visitors Not Visitors Staying in VisitorsStaying in VisitorsStaying in I'

1--_---cY"e"'a"" _._-+_...;-;Rp'eSc;idOiec;n"'tsc--_f--S",t",aY~iing in Hotels Economy Hotels Mid-Level Hotels l-iiqh-End Hotels
f--_~1~99~4~_-+_~1~4~,1~33~,~38~5~.-+_-5~,~44~1~,3~5~3_-+_~2,~10~9~,9~1~3 '-o2~,2~2~0,~96~1f--~!_~1~,323~2,~57~6f--~
1__ -;1;;:99"5~_-+_-;':;;4,,,9*37'f,?,92~7,...--+_~5,,",7;'f5+,!,~'0~2~-1_-;2C',2"(3);'0'*0ii:'9i--~_-;2;'i,3,;4?7'''i38:;;9i---1r-~-;'C'i,4B:0",8,~43,,,3;-._

1996 16,134,506 6,211,785 2,4;i;0c.;8'i,6;;;5i' +_--o2~,5"3::;5"i,4::;2;;.2_--+_~',,,,5~2C:-"S;2~53;c....--1
1--_""",,9"'9;,7__ -+_...,'"6",,7",0"4,,,',"84~_1_ 6,431,111 ~-'2:493,696 __ .-.?,.624,94L.~~. ~_~...1,,574,966__
f--_-;1;;:99~8:--- ...'~1_~1c;7'i:'0:k17""7,75",8~-+__ 6:i',;;;55;.:,,",8:;;3!;-7...__ 2~'i'54",0f'i,5c.i0,,8_-+_~2,*67;.:;4,",2;;:'~9__ +_--:t,,*604?oi,5;:;3'.(-1_-1

1999 17,909,',"5ic' ~._~+__ 6~,,,89:c5~,0,"2,,,,3-;_f--_2;c,,,67;;,3f,5;;;8c:Oc__ . _.~ 2,814,295 1,688,577
2000 18,741,579 7,215,508 2,797,850 2,945,105 1,767,063

f--_~2;;:00,,'c--_-+_.1I,'35,033 6,596,988 2,558,016 2,692,648 1,615,589
___ ...;2""0"'02:;..-__ f----;lCi5"',7"'0'"3,,,7723;c...._I_~.6,045,933 2,344,341 2,467,7?L,,_. __ '_,480,63I._ ..

f--_--o2~00:?:3~--+- ...1"5""30:6,,,5,,,"4,;;10(----f_--,;5,'ii9f.15i',6,,8i;i3__ ..~. -;2M'2,,9);'3,'f83i26(---1_-;2i'i,4~'74,"i56T,4i---1C--~'C'i,4;;;4);'8,'i;73T.9i---1
f--_~2;;;00,,4c--_-+_-.,'c;7c::,0~0;:.1'7,;98;9 6,545,766 2,538,154 _,.~ ...... ..1,671,741 ~ ~~1,603,Q45 ... _
1--_~2""0~05~__ .--+.... ~1~7S,2~70~,~44~1~...._.._·~_...;6~,6~4~9~,1~2~0__ ~_--o2~,5'"7~8~,2~3~0_--+---o2~,7~1'"3~,9~27~__ +-__~1~,6~2*8'S3*56~--1
f--_~2;;:00$.6c--_-+_~'7,'02,924 6,584,626 2,553,222~__~1__ .;;2"i,6"C87"',6T,o~2:--_I_-;'~'6:.x'2",5;;:6~1:----I
_. __ --o2~0~07;,---f--I--;'C;7",4;o;6"'8,"i8'C20:;_-+.... - 6,7~5,496 2,607,845 2,745,lOt?_. 1,647,060
-;_--o2*0~08:;_-~! 16,735,410 6,443,133, ,._~ "2,,,,4~982-,3,,,5,"8c--_f--_2,,,,,,62:c9~,8?5,,,0c----I-;_';.>,,,,57,,7,,,,9,,',"0_--I

2009 1-~--i'5,810!2!j_ 6,086,955 2,360,248" L~~...~g,j~,472 ...... _ .....1,4,\JQ&?1.. __
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12The annual number of departing passengers is from data released by Los Angeles World Airports,
http://www.lawa.org!. The distribution of departing passengers by household income is based on a 2006 survey
conducted for Los Angeles World Airports by Applied Management and Planning Group, Los Angeles, CA. The
2006 data about household income distribution is applied to passengers departing in all years from 1994 through
2009. Income data is shown in unadjusted 2006 dollars. Supporting data for Figure 8, Household Income of
PD' thr hLAX 1994 2009' f IIassenzers eDartmg aug , to IS as 0 OWS:

Distribution of Departlnq Passengers by Annual Household Income in 2006
Year <$20K $21l-34K $35-49K $50-74K $75-99K $100-149K $150-t74K $175-199K $200-249K $250K+
1994 1,740,141 1,740,141 3,480,281 5,510,446 4,930,399 4,060,328 2,030,164 580,047 580,047 1,160,094
1995 1,836,024 1,836,024 3,672,048 5,814,075 5,202'lfi:j: 4,284,056 2,142,028 612,008 612,008 1,224,016
1996 1,966,041 1,966,041 3,932,082 6,225,797 5,570,4 4,587,429 2,293,715 655,347 655,347 1,310,694
1997 2,043,619 2,043,619 4,087,239 6,471,461 5,790,2 4,768,445 2,384,223 681,206 681,206 1,362,413
1998 2,078,215 2,078,215 4,156,430 6,581,015 5,888,276 4,849,169 2,424,584 692,738 692,738 1,385,477
1999 2,177,457 2,177,457 4,354,914 6,895,280 6,169,461 5,080,733 2,540,366 725,819 725,819 1,451,638
2000 2,281,084 2,281,084 4,562,168 7,223,432 6,463,071 5,322,529 2,661,264 760,361 760,361 1,520,723
2001 2,090,422 2,090,422 4,180,844 6,619,670 5,922,863 4,877,652 2,438,826 696,807 696,807 1,393,615
2002 1,899,875 1,899,875 3,799,750 6,016,271 5,382,980 4,433,042 2,216,521 633,292 633,292 1,266583
2003 1,856,940 1,856,940 3,713,879 5,880,309 5,261,329 4,332,859 I 2,166,430 618,980 618,980 1,237,960
2004 2,045,654 2,045,654 4,091,309 6,477,905 5,796,021 4,773,194 2,386,597 681,885 681,885 1,363,770
2005 2,066,247 2,066,247 4,132,493 6,543,114 5,854,365 4,821,242 2,410,621 688,749 688,749 1,377,498
2006 2,056,189 2,056,189 4,112,377 6,511,264 5,825,868 ~773 2,398,887 685,396 685,396 1,370,792
2007 2,106,355 2106,355 4,212,709 6,670,123 5,968,005 ,828 2,457,414 702,118 702,118 1,404,236
2008 2,017,819 2,017,819 4,035,638 6,389,761 5,717,154 4,708,245 2,354,122 I 672,606 672,606 1,345,213
2009 1,907,070 1,907,070 3,814,141 6,039,056 5,403,366 I 4,449,831 2,224,915 I 635,690 635,690 1,271,380

13 Economic Roundtable (2006), "From the Pockets of Strangers," p. 41, www.economicrt.org.

14 The estimate of number of hours worked is obtained by multiplying the number of weeks that workers report
working in the past year by the number of hours they typically work each week. The estimated number of hours
worked annually produced by this computation are likely to be imprecise, but this provides a useful benchmark for
comparing hours of work and estimated hourly wages of tipped and non-tipped workers.

15 The 2009 American Community Zone provides 49 records of hotel workers 18 to 64 years of age, with wage and
salary income in the preceding 12 months who reside in the neighborhoods surrounding LAX shown in Figure 2.
Using the person weights for these records, they represent 6,453 workers.

16 Sasha Corporation (2007), "Compilation of Turnover Cost Studies," http://www.sashacorp.com/turnframe.html


