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June 30, 2014

To:	Joint Guam Program Office Forward
	P.O. 153246
	Santa Rita, Guam 96915

	Office of the Governor of Guam
	Attn: Military Buildup Office (Mark Calvo)
	Ricardo J. Bordallo Governor’s Complex
	Adelup, Guam 96910

Subject: The Guam Visitors Bureau’s Input / Comments on the Draft Supplemental Environmental Impact Statement (SEIS)


The following comments are provided for your review and consideration:

Tourism is Guam’s leading industry, representing 60% of the Guam economy and one out of every three private sector jobs. The Guam Visitors Bureau (GVB) is the government agency tasked with overseeing the tourism industry. 

The Guam Visitors Bureau supports the U.S. military on Guam and supports the proposed buildup; however, we want to ensure that the buildup will not negatively impact the immediate and long-term potential of tourism on Guam, which is our economy’s lifeblood. In that respect, we have some specific concerns with some of the characterizations made in the Draft SEIS, with which we disagree. These concerns are articulated below.

We believe that we can work together cooperatively with stakeholders to address any concerns that may exist. We firmly believe that tourism and the military can co-exist and thrive together on Guam. Included in this narrative is a brief explanation of the issues and specific proposed amended language for the final report. 

The Primary Issue

Our primary concern is with respect to statements made in Appendix D section 4.3.8 regarding the potential impact on Russian and Chinese visitor markets, particularly as related to visa waivers. In Appendix D section 4.3.8, entitled “Blocked Growth of Chinese and Russian Markets”, it states: 

“On November 23, 2011 the U.S. Department of Homeland Security granted visa parole authority for Russian citizens to visit Guam. The parole authority allows Russian tourists to enter Guam on a case-by case basis, without the need for a visa. Russian visitors tend to stay longer and spend more money per visit than visitors from Guam’s other tourism markets. While the increase in Russian visits has helped improve Guam’s tourism industry, Russian visits represent only a small portion of total visits and thus do 
not provide a major contribution to the overall impact that the tourism industry has on Guam’s economy (SIAS Appendix B, GVB). It is unclear whether the implementation of the proposed action would bring an end to the eligibility of Russian citizens to visit Guam; if it did then there would be a small impact on the tourism industry.

Prior to the implementation of the proposed action, Chinese visitors are not eligible to visit Guam. Some growth in Guam’s tourism market would likely occur if eligibility rules were changed to allow Chinese visits. A continuation of ineligibility, for purposes specifically related to the proposed action, may inhibit potential growth in Guam’s tourism industry.” (2013 Guam SIAS, s. 4-37).

While we recognize that the drafting of this document began some time ago, there are several recent developments and important factors related to the critical importance of these markets for Guam’s immediate and long-term future that were not sufficiently considered or recognized.

Background

Japanese nationals represent about 70% of the island’s tourist arrivals. Unfortunately, given Japan’s aging population, this important market will experience significant decline over the coming decade. This year alone Guam has experienced a 10.6% decline in arrivals from Japan and fourteen (14) consecutive months of decline in our core source market.

The spending by Japanese tourists is down significantly as well. Spending in retail and optional tours is down more than 50% compared to prior years. The retail spending per person from emerging markets, such as Russia and China is three times (3x) greater than from Japanese.

Further, Guam is so reliant on Japanese visitors that any time Japan experiences a natural disaster or another national problem, our tourist arrivals and our economy plummets. Any time the U.S. embarks on a military operation oversees or becomes involved in a foreign conflict, the cautious Japanese hesitate to travel to the U.S. and arrivals plummet further. Guam’s reliance on a single foreign source market is not prudent from either an economic or geo-political perspective.

Section 4.3.8 of Appendix D articulates the impacts that the buildup will have on Guam’s tourism economy, thereby supporting our position on the critical importance of economic security that will result from additional tourist markets—specifically, the Russian and the Chinese markets.

As identified in the recently published Tourism 2020 plan produced by GVB, diversification of our source markets is critical to the future of Guam’s leading economic engine. Korean arrivals have experienced some growth, but compared to other Asian markets Koreans do not generally spend as much. It is clear that the future viability of Guam’s tourism industry will inextricably be linked to Guam’s ability to obtain visitors from Russia and China. The importance of these two markets on Guam’s future economic prosperity “outside the fence” cannot be overstated.

Russia

The Russian market has opened up to Guam only recently, but has already experienced explosive growth. Russia accounted for only 632 arrivals just three years ago, even though Guam is only five hours away by direct air service.

In November 2011, Russian nationals were granted visa-free entry to Guam via parole, and in January 2012 direct service began. In two short years, there are already direct flights from five different Russian cities; and arrivals in the coming 12 months will exceed the 20,000 annual forecast that was projected in the Tourism 2020 plan for the year 2020.

Russian tourists both stay for a long term and spend at a high level. Russian guests stay 14 to 21 days versus an average of 3.2 days for Japanese tourists. Each Russian visitor amounts to about six Japanese visitors in terms of hotel room nights and overall spending. Thus, in terms of their economic impact, 20,000 Russian tourists equates to roughly 120,000 Japanese tourists. Contrary to what is suggested in the Draft SEIS, Russian tourists represent a major economic impact for Guam. Further, Russia is a brand new tourist market for Guam. It is now expected that Russian visitors will reach 50,000 arrivals within the near future, spending $75 million per year (based on current spending level of roughly $1,500 per person) with a direct economic impact several multiples above this number and well in excess of $100 million. Thus, contrary to the statement in the draft SEIS, the potential loss of this market would have a significant and material impact on Guam’s economy, and would be detrimental to its tourism industry.

China

Of even greater potential impact to Guam is the Chinese market, which is expected to have 200,000,000 outbound travelers by 2020. The most important centers of China’s tourist market are located only five hours direct flight from Guam. Guam historically captures between 1% to 6% market share from its targeted source markets. If Guam is able to capture just .05% share of the outbound China travel, the Guam economy would more than double. 

Retail spending per person from Chinese travelers is the highest in the world. Guam’s leaders recognize the enormous potential impact of a visa-free travel to Guam by Chinese tourists, and Guam’s Governor and Congressional Representative have been working hard for many years trying to obtain a China visa waiver. Visa-free travel to the region by Chinese nationals would be in line with Congressional objective in the Consolidated Natural Resources Act of 2008, which sought to promote region-wide tourism. While it is our understanding that Department of Defense does not object to our application for visa-free travel by Chinese tourists, yet the language contained in Section 4.3.8 of Appendix D might easily be interpreted as contrary to the DOD’s previously communicated position. We have recently been reassured that the concerns indicated in the Draft SEIS with regard to visa-free travel by such tourists did not originate from DOD. Thus, we would expect the draft to be amended to eliminate any impression that DOD is in favor of removing Russian visa-free travel or of blocking the future granting of visa-free travel by Chinese. We would hope that DOD would go even further and document its non-objection to visa-free travel by Chinese tourists to Guam, particularly in consideration of the fact that DOD is anticipating growing its military presence on the island, and a robust economy outside the fence would positively impact the morale and welfare of the U.S. servicemen and women stationed on Guam and their dependents. If instead DOD objected to Guam diversifying its tourism markets to Russia and China, the continuing support by the island’s majority for the buildup would likely be in jeopardy of quickly eroding.

A comparison with our neighbor, CNMI, is revealing. Guam had only 11,225 Chinese visitors last year while CNMI had over 150,000 Chinese tourists arriving visa-free under parole authority. These visitors are essentially sustaining the CNMI’s economy, and ensuring its growth. 

The Tourism 2020 plan calls for 350,000 Chinese by the year 2020. The average spending of Chinese on neighboring Saipan (CNMI) is $600 per person. This spending is low by international standards, where Chinese sometimes spend in excess of $2,000 per person on retail alone. However, even using the projected 350,000 arrivals at this low spending level of $600 per person, the loss of direct spending on Guam would be over $200 million—before any multipliers and indirect benefits are considered. This is contrary to the impression of nominal impact created by the Draft SEIS statement that “some growth” would occur, and that continuing the ineligibility of visa-free travel for Chinese travelers “may inhibit potential growth” in Guam’s tourism industry. The economic impact from denying expansion into the Chinese market would unquestionably be very significant. For Guam to be placed at risk of losing the potential opportunity of these visitors through a regional tourism synergy and of doubling its economy is simply unacceptable.

Economic Impact and Inaccurate Modeling

The direct spending loss and economic impact of losing Russia and Chinese visitors is projected to exceed a quarter of a billion dollars per year within the next 6 to 7 years. Any diminution of this amount will have a serious and damaging impact to the Guam economy. 

According to Draft SEIS Section 2.2.1, the economic model used a combination of: (a) data from Hawaii, and (b) dated information from Guam such as “Revised Guam Tourism Impact Preliminary Results from Global Insight 2007.” The report states, “Because there is no economic model specifically tailored for Guam, the IMPLAN model was fitted with year 2010 data for Honolulu County…” We think it should be obvious that the economic modeling used does not take account of the unique characteristics of Guam’s tourism economy and that the economic findings are therefore not representative of the true economic impact of the buildup on Guam’s tourism industry. Hawaii’s tourism industry relies significantly on U.S. travelers, while Guam’s industry is almost exclusively Asian. The model used clearly lacks the capacity to even comprehend, much less predict, the devastating effects of any possible elimination or exclusion of visa waiver for the critical source markets of Russia and China.

Importance

It is critically important that the Guam economy remain viable outside the fence. Tourism is Guam’s leading industry. Guam needs Russian and Chinese visitors in order to keep its economy vibrant. Respectfully, it is vitally important to Guam’s interests that DOD supports Guam’s initiative in this regard, particularly in light of its prior incorrect observation that the loss of these markets would not be of significant impact to Guam.


Other Factors

GVB generally agrees that the other factors and concerns listed in Section 4.3.8 of Appendix D articulate the primary remaining concerns of the bureau. GVB recommends that care must be taken to ensure that all of these additional concerns are mitigated as well, particularly the potential and unacceptable loss of the Ritidian area as a future tourism zone, and the need to maintain and preserve the local culture—not only because it is the right thing to do for future generations, but also because it is the only unique competitive differentiator for Guam as a tourism market. If Guam becomes known as “a U.S. military base,” there will be significant damage to Guam’s image as a tourist destination; arrivals will be negatively impacted, as will Guam’s primary economic industry.

Proposed Statement

GVB respectfully suggests the following amended position from DOD with respect to the impact of tourism resulting from the military buildup:

The Department of Defense recognizes that the potential loss of Russian and/or Chinese visitors as a result of the buildup would have a significant adverse impact on Guam’s leading industry, tourism. In order to avoid this impact, DOD does not object to visa-free travel for Russian and Chinese tourists. Further, DOD recognizes other factors that could impact tourism as indicated in Table 4.3-27 but believes that through cooperative efforts with the local government and local industry these factors can be mitigated to the mutual satisfaction of all parties.
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Senseramente’,



KARL A. PANGELINAN
General Manager
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