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The Council on Revenues recently reduced itS' revenue projection for the State of Hawaii from 5.7% to 4.9% in
fiscal year 2008, and inCJ;eas~ its revenue projectionfrom 3.8%' to 4.1% in fiscal year 2009. In order to gain a
better undersumding ofwhat is happening in one ofthe larg~stcomponents of the economy"the following
individuals will provide background information and data for the current and future outlook ofthe towism industry

,inHawaii:' "
--:-,

. . ~

• ' Rex Johnson, President & CEO'oftheH~~aii Tourism Authority

• David Uchiyama, Vice President of Marketingfor·t!Je Hawaii Tourism AuthoritY

, "

'. Jo~Monahan, Presidentalld & CEO of the HawaiiVisitprsan<lConvention Bureau:'

• ,Joe Davis, .General M(inager oftheHa~a:ii Conve~tion Center (with SMG)

1f you require special assistance or~au~ti~,aids and/()fservices to participate in the House public hearing process (i£, sign
or fore,ign langlJageinteI'preterQrWl;l~(c~air:accessibility), please cQntact theCommittee staff at 586~6200 at least .24 hours
·priOfctQ the hearing for arrangements.. Prompt requests submitted help to ensure the availability of qualified individuals and
appropriate accommodations. .,

For 'further information, please call the Committee staffat 586",6200.

Selected meetings are broadcast live. Check the current legislative broadcast schedule on the "Capitol TV" Web site at
www.capitoltv.org OR call 55d~8074.,
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Agenda

• Background on HTA

'.,~ 2007 Visitor Industry Performance

• Detailed look at Hawai'i's Visitor Industry

• Market Updates

• Wrap up

February 1, 2008

Presentation to
House Finance Committee

$tate'()f Hawai'i's Visitor Industry

How HTA Works TSP Strategic Initiatives

• Access
• Communications and Outreach
• Hawaiian Culture
• Marketing
• Natural Resources
• Research and Planning
• Safety and Security
• Tourism Product Development
• Workforce Development

2007 Visitor Industry
Performance

(visitors arrived by.alr)
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'DI~rtment c:l8usi1eU, Economic Dev8iopment & Tourlam

2007 Scheduled Air Seats

Oepertma'rt of SuslnNs, Ec:onon'ic: De..-ebpm.nt & Tourism



Hotel Average Rates
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Hawai'i's Visitor Industry ­
A Detailed Look
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Occupancy vs Average Daily Rate Average Daily Rates
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Scheduled cruise ship visits to Honolulu
. Harbor are expected to decrease by 30

percent in 2008
Scheduled Monthly Cruise Ship Visits at Honolulu Harbor

~: HVCB MarI<el Trends a,..ysls ba88d on Stata
DOT HIlItloq Division passange....:tu!se shIp__

tor Honolulu Harbor In 200712008

Uncontrorlables

• Economic Variables (mortgage crisis, stock
market, international economies, fuel prices)

• Fuel Surbharge
'~mpetitive Product Offerings
• Timevalue
• Available Uft .

Changing Workforce
• Refreshing our destination
• Maturing Destination
• Foreign Currency Strength

Market Updates



• Brand Hawai'j as a unique, diverse
destination that has much more to
offer beyond sun, sand, and surf

HTA Measures

• Targeted growth of visitor expenditures
- Specific customer segments

- Shoulder seasons

Market Update:

orth America Market Situation
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2007 (prelim)vs. 2006 Growth: +1.1%
2007 (prelim) vs. 2000 Growth: +28.8%

2007 (prelim) ... 2001 Growth: +47.8%

2:000 2001 2002 zoo.

Historical North America
Visitor Expenditures

.....

uroe: HVCB Malket Trends analysis based on
histone DBEDT data
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Historical North America
Arrivals to Hawai'i

, 2007 (prelim) V1l. 2006 Growth: -0.8%
2007 (prelim) V1l. 2000 Growth: +21.8%

2007 (prelim) V1l. 2001 Growth: +28.2%

Preferred Destination for
.'Has a Variety of Unique experiences and Activities"

Preferred Destination for
"Opportunities for New Discoveries"

Alaska 64% Europe 61% Australia 62% Europe 66%

AUsltaiia 60% Hawal'l 50% Alaska 60% Hawa;'1 55%

Hawal'l 52% caribbean 47% Hawal'j 59% Caribbean 52%

Mexico 45% CaIWomia 31% Caribbean 51% California 39%

Caribbean 44% Florida 29% Mexico 44% Florida 40%

Source: TNS Hawal'\ Marketing Effectiveness Study,
Source: TNS Howat'l MalkeUng Effectiveness Study, YTD through 2007 Q3 Results .

YTD through 2007 Q3 Resulls

~~~,' ~~,



Preferred Destination for
"Variety of Cultural Activities to Engage in"

H_j'l 59% Europe 67%

Australia 54% HlIW8j'j 47%

Mexico 52% Caribbean 41%

Caribbean 43% Cal~omla 30%

Alaska 40% Florida 25%

Source: TNS HawaJ'l MaI1<etJng Elfectiveness SludY.
YTD through 2007 Q3 Results

Hawai'i Travel Outlook
US Iong-haullravelers' Hawai'i travel
considerations remain strong heading Into 2008,
but travel intention s closer to the point of
conversion are running lower, particularly among
US East COnsumers

,,&Jr_.rrNwy!JWytDT••L or
, VIahI'lTftptDH...rlhtNatU .....

'Source: TIojS Hawal1 MaI1<etJng Erfectlveness Study.

. N<rte: 2007 data are YTD 0tr1-Q1f3, 2007.

Preferred Destination for
"Good Value for the Money"

ht~RI::~'!~~:~~:~~~~~-f~~~~l~~:=~f~!
Mexico 54% ROOda 49%

Caribbean 29% Caribbean 40%

HlIW8l'j 25% CaIWomia 22%

Alaska 25% Europe 20%

Australia 15% H_I'I 17%

Sou"",: TNS HawaJ'l Mar1<etJng Elfec1lv"""",, Study.
YTD through 2007 03 Results

Hawai'i Domestic Air Service
Near-term Outlook Promising

• DBEDT's latest three-month air capacity
forecast projects a notable +5.0 percent
increase in scheduled nonstop domestic
seats to Hawai'i for the first quarter of 2008
(compared Q1 2007).

• The rise in air seats is fueled by a +5.8
percent expansion in U.S. West air seats,
and astable U.S. East capacity outlook
(+0.3%).

Hawai'i Cruise Capacity
Reduction Ahead

A 30 percent reduction in Hawai'i cruise
:capacity is expected to slow growth in cruise
travel to tbe state in 2008, With scheduled
reductions ahead from bOth Norwegian Cruise
Lines and the foreign-flagged ships.

• In CY2006, cruise visitors (including those who
arrived by air'and lor cruise ship) accounted for
5.5 percent of the state'stotal visitor arrivals.

Market Update:

ravel Marketplace Conditions



•

Affordability. Personal Financial Concerns
& Time Poverty on Minds of U.S. Travelers

• Travel affordability, personal financial concerns,
and time constraints are the greatest barriers in
converting strong U.S. consumer travel interest into
actual trips.

"Compared ,.......,;;;;;;;;
to· ayear nil. !
ago, would hnonaj fl~.

you say
you..... Affcudability
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w.n ._$ton.,....
tripby"'lnthe~ 12 15 21115 """ 60ll 10K lOOK

~h) l_wl/WOrM .AbovttMSalM .Note/l.be,1

l =:'~ndultryA~~lptrawlhofl=n.s..IWY- M'!!P.:~

National Travel Outlook

• u.s. travel interest In general and interest in travel
to Hawal'i in particular remain strong heading Into
2008.

• However, tihe barriers to converting tihis demand
Into actual Hawai'i vacations (especially f.or US East
travelers) are 'hlgher" tihan they have been in
recent years•••~-. .

Sou't.:T,.....lnduIlry .....~~I9~.SulWy-Oecarnbw'JJXJ7

~~!U.:.

• These changes in travel plans are even
more pronounced among travelers who
expressed a strong likelihood in visiting
Hawai'j in the ,next two years, with:
»21 % of such travelers planning to select less

expensive hotels/resorts
» 19% opting to d rive rather tihan fly
» 14% changing tiheir vacation destination
» 11% staying fewer nights

'. inancial Concerns Impact on Potential
Hawai'i Travelers Even Greater

• Rising personal financial concerns are causing
nearly half of air leisure travelers to change tiheir
future travel plans.
- 44% surveyed in October 2007 intended to make changes

to their leisure lIavei plans in lha next six months.
- While vllt)' few (4%) intended to cancelthelr lIavei plans

attogelhar:
}> 25% would take fewer trips
}> 18% would select less expensive hotelsfresorts
}> 12% would drive rather than fly
}> 9% would stay fewer nights
}> 6% would change their vacation destination

,Personal Financial Concerns Impact
U.S. Consumers'iTravel Habits

• Rising travel prices continue to outpace tihe overall
consumer price index, according to the Travel
Industry Association of America's Travel Price
Index (TPI).
- Fuel prices kicked off 2008 by surging to a $100 per barrel

on January 2, 2008, and have receded to hOver at a level
in the mld-$90's as lha month progressed.

- Seeking to combat rising fuel prices, airtines have
attempted to increase airfares at least seven times si'1ce
September 2007.

- Hotel average daily rates (ADRs) across the coontry have
risen faster than overall consumer goods. Smith Travel
Research pnadicts that U.S. nationwide hotel AORs will
rise +5.2% In 2008.

'. Travel Prices Rising, Expected
to Climb Higher

Economic consultant Global Insight predicts
real U.S. GDP Will rise +1.9% in 2008 - the
weakest increase since 2002.

• A weakened housing market is expected to
trim one percentage point off U.S. real GDP.

• Consumer spending growth is expected to
slow from +2.8% in 2007, to +1.7% in 2008.

U.S. Economy:
'Year of Slower Growth Ahead



• As travel barriers of economic/personal
financial concerns and travel prices rise,
people will continue to travel, but they will
likely make changes to the way they travel
and the types of trips that they take.

The Bottom Line
Strong Winter Outlook for

Canadian Travelers
The number of Canadians planning to take a winter
trip has risen slightly; and notably me re (compared
to the previous year) Intend to travel outside
Canada.
- Boosted by strong ecmomic conditions in Western

canada and the relative strength of the Canadian dollar,
the Conference Board of Canada predicts Winter 'orroa
travel to Hawsl'l will increase +5.2% to an all-tlrne high.

- However, deep discounting of travel to MexJco and the
Caribbean, and Canada-Hawai'j air service constraints
could slow growth In winter travel to 'the state.

- Weakening Canadian consumer confidence due to a slow
down In exports to the U.S. Is also a concern.'



2008 Marketing Plan
Adjustments

• Moved up all elements of Spring 2008
promotion to begin in January.

' .. Further enhanced our award-winning
Travel Agent training materials.

• Developing programs to drive U.S.
East visitors who may have been
considering Europe to Hawaii.

• Developed the Hawaii target traveler
universe

North America - Summary

Strong demand for Hawai'i but barriers to travel are
higher. Thus, converting demand to Hawai'i will be
a challenge.
Marlu:iting programs and activities are t<lrgeted to
the most productive specifIC lifestyle segments
through Integrated platforms. Adjustments have
been made to marketing plans to address softness.

• Travel Trade programs designed to develop more
co-op opportunities and cultivate relationships to

. leverage funds as well as educate and train the
travel trade on Hawai'j's depth and range of
products, experiences & services.

Market Update: Japan

Japan -- Opportunities

• JTB predicts outbound travel to grow
+1.0% in 2008

'. Japanese inclination to travel to
Hawaj'j remains high

1,01S,185 1.0Cl8,J!Il'G -2,S'" -25,_

1,201,107 1,244,742 .-3,K -43,64.5T....

Japan -- Trends

" Travel to 'closer"
,destlnatlans within
Asia

• Leisure travel soft
compared to
business and MICE
travel because of Lol....

recovering Japanese \"-"::::"",::-I-',,,::-'..:::,o+-=n-=,"=-7+-::,,,,:::.'''+'2O=,-=tm:--l 1
: economy

Aging pop illation



Japan - Preferred Destination
(OlscolJev<Jt:~oka 1

·OpportunJt*$ for New Oisoowriea"

Australia 49.6%

Thailand 38.5%

w.w.t'l 35.0%

Chino 27.7%

G\iOmlSaipan 24.4%

Austrella 44.6%

Chino 33.1%

Thailond 34.4%

Hew.,..' 23.5%

GuarnlSaipan 16.6%

"'Variety of Unique EJlperilOOIS & ActMlies~

9.8%

2ll.~

18,5%

12.3%

13.5%

"Variety of Cultural AdiviUes"

31.0ll0

ii' "" 1"'1 ~ """ -l

- -,"Ii'"j ,.
'§\ .. -'
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~ Japan Hawai'i
Tourism Council

• More PR efforts

Japan - Other Activities to
Influence the M=~a=:- i

• Website
renewal

"""' ·il.~.........
, ? .. ~::.&'t' ...~.I:.l;..,.I~"-t'.

So Much NIore Hawa!'1

Japan -- Summary

"'Challenging year ahead
,. Working GloSfJly with airlines and travel

trade to increase airlift
• Marketing and PR programs and

activities aimed at 3 specific markets
with messages to convey all there is to
experience in Hawai'i

.• Expansion of Travel Trade Programs
• Japan Hawai'i Tourism Council

Market Update: Other Asia



Korea -- Opportunity

• us Visa Waiver Status expected by
early 2009

• Arrivals from Korea to Hawai'j are
projected to rise conservatively as
follows:

• 2006: 39,000 pax (DBEDT) I
43,000 pax per KAL

• 2007: 59,000 pax (projected)
• 2006 : 70,000 pax (projected)
• 2009: 120,000 pax (projected)

Korea -- Trends

- Steady Increase in the FIT market across
all age demographics.

- Market is relatively young and heavily
dependent on travel agents

- Package tour purchases have increased
by 30%, whereas Honeymoons increased
by 62.5%, golf by 103.8% and FIT travel
by 109.1%.

- Strong won vs. US dollar continue to
trigger travel to dollar-based destination

• For the first time, open advertisingl
promotion of group leisure tours from China
to Hawai'i becomes possible

• Landmark agreement signed last month
(December 11, 2007) between the
governments of China and the US

China - Approved
.Memorandum of Understanding

(MOU) Status for US

Korea - Programs to
Influence the Market Place

• More programs with travel trade

• Aggress.ive PR and marketing activities

• Aloha Honeymoon Visa Program

• Aloha Incentive Group Visa Program

• Upgrading of website

• Targeting: FIT Travel, Family Travel, Golf
Travel, Honeymoon Travel, luxurylWell­
being Travel and MICE Travel

China Trends

. ~" Majority of Chinese purchases travel
packCilges via travel agents
Strong use of internet as a planning tool but
minimal use of websites as a booking vehicle

• Fly & Drive and MICE tour are increasing at
10% i- 25% per year in the last two years.

• Airlift: no direct service from China to Hawai'i
• Agent Start-up Programs: Require wide

variety of tools, training, experience, and
co-op funds

China '-Increase in Arrivals with
MOU

- With The Memorandum of Understanding
from China just secured last month
(December 2007), arrivals from China to
Hawaii are projected to rise
conservatively as follows:

• 2006: 54.318 pax (per DBEDT)

• 2007: 62,000 pax (projected)

• 2008 : 85.000 pax (projected)
• 2009: 130,000 pax (projected)



Asia Summary

• Within 2 years, double total arrivals to
Hawai'i

• Projected growth in 2008 arrivals from
Korea and China

• Aggressive marketing and promotional
activities to take pace in Korea and China in

, preparation for the Visa Waiver and MOU

• On-going discussion with airlines to
increase-routes

China Issues

• u.s. Visa barrier: Chinese visitors to the
US still must obtain a US visa despite the
brand new Approved Destination Status
between the US and China

Australia -- Trends

:. Consumers predominantly continue to
make their international travel purchases
via a travel oonsultant

• However, strong propensity towards
purchasing travel online - which will
change the way travel to Ha'Nli'i is
purchased in the short & medium term

• Cruising is the fastest growing segm61t of
the travel industry

Market Update: Oceania

Australia - Programs to
Influence the Marketplace

• The Biggest Loser TV show
• Aloha Down Under
• Educational program Kuhina to build selling

efforts of frontline retail agents
" Participation with Flight Centre annual

event, exposing 2000 agents to Hawai'i in
July -

• Strategic marketing co-op opportunities with
retailers, wholesalers and airlines _

Australia -- Opportunities

• 11 direct services to Honolulu from Sydney

" Increase in airlift from Australia by Qantas-
additional flight beginning in April

• Increased MICE mai'ket presence

• Strength of their currency against the Dollar

• Developing strong branded presence online

'. Highlight "Green Hawai'j'



Australia -- Summary
• Increased growth in outbound tourism overall

• Anticipate moderate increase in visitor
numbers over 2007

• Expected increase visitation to neighbor
islands

• Continued demand for cruising vacations

• Increased online purchases. Movement
away from traditional booking methods

Market Update: Europe

Europe Opportunities

• Strength of Pound and Euro over the Dollar

.• Outbound travel from UK and Germany
forecasted to increase

• 2008 EU-US 'open skies' agreement = more
route developments

• GrOWing demand for Europeans to find their
dream vacation

• Travel agencies are the primary booking
source for long-haul travel and a significant
product information and counseling source

• Travel agencies/tour operators and the
internet are the main information sources

• Air services to Asia and Oceania have seen
the largest growth in services since 1996

Europe -- Trends

Europe - Summary

• Projecting arrivals to increase

• Tour operators report increase in bookings
for 2008

,. Working with airlines to develop routes

Europe - Programs to
Influence the Market Place

• Brand message: Hawaiian islands off,l:lr"the
" "dream" destination'
ii' Target audience: Avid Traveiter;... Romance,

Culture, Health & Wellness
'. Aloha Up N Over
,. Stronger focus on marketing Hawai'i to the

trade:
- coop trade efforts, trainings. tactical

campaigns and PRo new trade
supplements



Market Update: Convention
Center

Issues

• Softening Economy / Consumer Confidence

• Non Business Image - "Boondoggle"

• Distance / Time Out of Office

• Cost (air/fuel surcharge, cost to ship exhibits)

• Travel Issues (Visa Issues / Homeland
Security)

• Meeting and Fulfilling Guest Expectations

• Highly Competitive Mar1<etplace &More
Meeting Space

Opportunities

• u.s. Associations Going "Global"

,'. Building the ·Business Brand

• International Conferences

• Opening of New Markets (Korea &
China)

• Repeat Bookings with Core Groups

• Japan - Landmark Years of the
Corporation (Anniversary Years)

ItAWAI"

Trends

;. "Greening" of Meetings

• Growing Use of Marketing Incentive Funds

• Partnerships, e.g. PCMA Strategic Alliance

• Broader Use of Technology

• Globalization of U,S. Meetings

• Japan Incentive Business

Opportunities

• New Business Development
- Sub-specialty Organizations

- New Growth Industries and Corporations

- Hawari's Unique Industries

Programs to Affect the
Marketplace

• 10th Anniversary of the Hawai'i Convention
Center (Asia and North America)

• PCMA Special Promotion

• Peer-ta-Peer Marketing

• Global Attendance Program

• New Print & Electronic Collaterai
(Convene-Global Focus)

• Nikkei Business Magazine Profile

• Building the Hawai'i Business Brand
~~



Summary

• 2008 has been forecasted as a
challenging year

• The first half of 2008 (January - June)
will be very strong but the second half
will be slow

.• 2009 will be orie of the busiest years
. ever since opening

Meetings and Incentives

+25%
+26%
+ 7%

SI.5.' $156.3
$23• .2 $115.5
$267.1 $2.<48.9

Mel leisure

U.S.Wesl
U.S. East
Japan

Major Market Area

• 20Qf Per Person Per pay expenditures· MCI
VI. elsure. ,

• In 2007, Mel visitors accounted for 6.5% (483,000)
of arrivals to the state, and account for an even
larger share of visitor spending (from the top three
markets).Market Update: Corporate

Meetings & Incentives

.....:-

2007 Lead Generation Results

.• Leads- 1,171
2% increase to 2006

• Lead Room Nights-897,363
3% Increase to 2006

• Economic slowdown
• Travel Distance
• Increased

Competition
• Rising Cost of Travel
• Price Perception
• Procurement and

Boondoggle

Meetings & Conventions
2008 and on-going Issues



Meetings &Conventions Marketing
Collaborative Partnership and Increased
Cross Selling (International Contractors)
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2008 Sales and Marketing
Enhancements

• Continue the co-branding efforts with
the Hawaii Convention Center- "Where

, Business and Aloha Meet."
,. "No Passport Required" promotion
• Incentive opportunities
• New Hawaii Speakers Bureau

'. Accelerated Familiarization Tours
.• New staff member focusing on Japan

and Asia

t,.•

New Sales and Marketing Tools Moving Forward

• 2008 - challenges and opportunities

• In market programs and offices to
address issues and respond to
opportunities

• Stay the course

~,..- ..


