
 

 

The Crisis - Overview 

By far, the hospitality industry has been the sector hardest hit by the economic downturn created by the 
pandemic. Restaurants and hotels have been identified as essential industries, serving a key role in the 
food supply chain feeding communities across the state, providing lodging accommodations to travelers, 
families who need temporary lodging and essential worker housing, yet sales are down drastically.  

In August, the most recent month for which data is available, sales in hospitality were down $889 million 
from the previous year, a decline of 37%. Restaurants have seen a 27% decline in sales, while hotels and 
lodging have seen a 60% drop over last year. The Washington Hospitality Association is estimating a 35% 
permanent closure rate. Businesses that are able to survive over a year of coronavirus-related impacts, 
will need support. Hotels and lodging have been particularly hard hit, revenue per room dropped 58% 
dropped over last year. 
 
 

The Crisis – Our Team Members (Employment) 

As the industry is in crisis, it is a sad reality that our team members have been placed in crisis as well. In 
2020, our employment high in February was 342,000 workers, and our low in April was 155,000. 
Hospitality lost 192,000 workers. Even with loosening of rules and a beautiful summer to get out, in 
August, the most recent month for which data is available, 106,000 of those were no longer working in 
our industry, a 29% year-over-year reduction. 

With PPP funding expired and the loss of outdoor dining due to weather we expect unemployment 
within hospitality to start increasing again unless we receive relief.  

 

  



Budget Impact priorities 
 

B&O Tax relief 
 
We request support in the form of Business and Occupation tax reduction, to support hospitality sector 
businesses recover. We request a separate B&O tax rate for the hospitality sector – restaurants and 
hotels at the preferential timber rate of .003424, a reduction of about 27%. Hospitality businesses will 
continue to generate state sales tax, an impact of about $1.2 Billion biennially. 
 

Property Tax 
 
Authorizing Debt Relief. Over the past nine months, most hospitality businesses have been running at a 
deficit or have been able to arrange for bills to be paid at a later date. When we defeat the virus, 
businesses will still be under a mountain of debt. We need assistance with our largest bill: property tax. 
We need counties to be able to provide interest-free payment plans. We must account for the impact 
the virus has had on the value of our businesses and adjust payments accordingly.  
  



Washington state tourism marketing, recovery and promotion  
 
The tourism industry has been decimated by coronavirus. With Seattle being the first city in the country 
to report coronavirus cases, our state tourism has been impacted the longest period of time. The 
tourism industry can help the state recover but will need to be supported. Until recently, Washington 
state was the only state in the country that did not fund statewide tourism promotion efforts. Now, we 
have a modestly funded program ($3 million GFS biennially).  It requires a 2:1 private match for funding. 
While the program is relatively new, it has full-industry support and has significant momentum.  Our 
request is $12 million to support statewide and local tourism efforts by the Washington Tourism 
Alliance, in unrestricted funding, so that an aggressive recovery and marketing program can be 
developed to promote travel aligned with the governor’s Safe Start program. While this would be a 
substantial increase, our neighboring states still spend significantly more supporting tourism marketing 
efforts.  Idaho alone has a $12.5 million annual budget.  The program will be initially focused on keeping 
Washington travelers – their spending and tax revenue – in Washington supporting local economies, in 
part, to counteract marketing campaigns from other states. 
 

Business License Fee Reduction  
 
Businesses licensed to serve spirits pay the largest fee for licensing than any other liquor licenses, at up 
to $2,000. (Grocery store: $150, Beer Restaurant: $200, Wine Restaurant: $200, Tavern license: $200). 
Businesses licensed to serve spirits are full-service restaurants and bars, which have closed or 
significantly altered or limited their business operations due to coronavirus. One of the largest annual 
fees they have is their liquor license. Cutting the license fee in half to align with the 50% capacity 
limitation for most of 2020 and into 2021 would support these businesses through recovery. This would 
reduce the Liquor Revolving Account by about $6 million per year and would need to be backfilled to 
ensure the LCB operations are not adversely impacted.  
 
Additionally, due to restrictions that have been executed in the hopes to curb the spread of coronavirus, 
hotels and lodging have experienced a 72% drop in sales over the last year. Relief in all areas is 
imperative and necessary for our industry to recover. We are asking the Department of Health for 
support for the hotel and lodging industry in the form of a fee reduction of the transient 
accommodation license.  
 
  



Policy Priorities 
 

Making to-go options for beer, wine and liquor permanent. 
 
The businesses that have been the most impacted in the hospitality industry are those business that 
have struggled making the transition to to-go and delivery. These businesses were designed to serve 
customers on site and have had to quickly change their entire model. The Liquor and Cannabis Board 
has been an incredible support over the last seven months, quickly evaluating policies and making 
accommodations with public safety in mind. Two allowances have been a lifeline to struggling 
businesses; to-go pre-batched drinks (cocktails) and the ability to sell bottles to-go. Our industry has 
been able to add this allowance without any detrimental public safety impacts. We will request to make 
these emergency allowances permanent, ensuring any needed public safety consideration is included.  
 

Unemployment Insurance two-fold tax relief 
 
Our Unemployment Insurance system is widely regarded as one of the best in the country, performing 
well through the Great Recession. Our system has been used to support workers through the pandemic, 
providing federal support and traditional UI benefits as statewide business closures have been 
necessary. Our UI system was not designed to be such an essential safety net for so many workers 
during a worldwide pandemic, and unless there is support will leave the struggling employer community 
to pay for this crisis on their own. This will further delay economic recovery as these businesses will be 
hit with increases of up to 500%. We believe CARES Act funding can be targeted to the businesses that 
were the most impacted by assisting with experience rate charges. In addition, we will be asking the 
legislature to provide a temporary cap on social tax rates and suspend the solvency charge.  
 

Third-Party Delivery regulations 
 
To be successful in the hospitality industry, local business owners work hard to build their name and 
brand and provide quality service and products to our customers, as well as control costs to protect a 
very small margin. We build websites and marketing campaigns to support our local reputations. Prior to 
coronavirus, businesses had the “luxury” of deciding how they wanted to provide their product, what 
menu items are offered to-go, the price point in which they were able to meet their obligations and 
compensate their team members, etc. Third-party delivery companies play a critical role in supporting 
hospitality businesses, but some third-party delivery platforms take our local brands, our images and 
designs and our menus, without our consent. We believe our industry should have the ability to choose 
what business arrangements to enter into, when to authorize the use of their brand, images, and 
product and what safety and quality controls they may require when their product leaves their premise. 
Additionally, the high cost of the third-party fees on our small margins can mean that operators often 
lose money on each sale, but feel that it is their only access to many of their customers during the 
pandemic. Additional regulations of third-party delivery companies are needed to protect local 
hospitality businesses.  
 
 


