
 
 

Dear Industry Partners, 

 

Budget-writing time comes in May across most of California, and this year presents the greatest 

challenge most of us have faced in our careers as fiscal stewards. 

 

Severe revenue and spending pressures confront all DMOs and industry partners amid the 

coronavirus health threat. 

 

But the California travel industry’s struggles have a major secondary effect on local 

governments, one with which all county supervisors, city council members and mayors across 

the state are coming to terms. The steep loss of transient occupancy taxes, sales taxes, and in 

some cases, property taxes, generated by the travel and tourism industry have exacerbated an 

already grim landscape facing those managing public budgets. 

 

Almost every California city – 482 to be exact – levied hotel taxes in FY17/18 that raised nearly 

$2.6 billion for municipal services, according to the State Controller’s Office. That’s money for 

police and fire and most of the general government functions cities take on. Nearly 70 of them 

count on hotel tax revenue to cover at least 20% of general government and public safety 

expenditures. 

 

In 2019, all taxes generated by travel and tourism saved each California household $920. 

Statewide, visitation generated $12.2 billion in taxes, more than enough to cover Los Angeles’ 

city budget. 

 

Like private industry, many public agencies now face millions in cuts. Most are considering 

personnel actions such as layoffs and furloughs and drawing down reserves. 

 

A quick look across the state provides telling examples. 

• San Francisco projects a 59% drop in transient occupancy tax revenue in the fiscal year 

that begins July 1 – about a $225 million loss from what had been projected. Budget staff 

expect a 20% decline in hotel property tax assessed valuation. Sales tax from restaurants 

and bars will drop 60% this quarter and 25% to 50% through the end of the calendar year. 

Restaurants and bars usually account for about 35% of all sales tax collections. 

• Millions in capital improvement projects, including a downtown park, face cancellation, 

delay or modification in Palm Springs. The city estimates it will lose nearly $21 million 

in hotel taxes over this coming year, a 57% reduction over what was projected. 

• In Napa, budget officials estimate a 45% drop in hotel tax collections over two years – 

about $16 million in all. Also, a $5.5 million sales tax shortfall was driven largely by a 

decline in visitation. More than 60 layoffs and frozen positions, $1.5 million in parks cuts 
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and delay of a major civic plaza project are anticipated to help close a $20 million budget 

gap. 

These stories will play out across California in the next few weeks as city councils take final 

actions on FY20/21 budgets. The coming budget decisions are heartbreaking for residents of 

these cities who depend so much on travel and tourism to fuel small businesses, provide jobs and 

generate tax revenue. 

 

California public officials may now, more than ever before, understand the true economic impact 

California tourism has on public services. 

 

As we work together in the coming months to bring California’s travel and tourism industry 

back, this is a powerful message we can convey to all civic and government partners we 

encounter, including state lawmakers and members of Congress. Help us get back in business 

and we can lead the economic recovery. 

 

Priming an in-state campaign 

Visit California’s first-ever virtual board meeting today included some hopeful action to help 

recovery when the coronavirus health crisis subsides. Commissioners voted to allow Visit 

California to spend more than 15% of its budget on an in-state marketing campaign this year. 

Easing that legal restriction temporarily will allow a more robust campaign aimed at Californians 

to jump start the tourism economy. 

 

As always, thank you for your support and resilience during this time. 

 

Be well, 

Caroline Beteta 

President & CEO 

Visit California 
 


