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I. Introduction

On April 20, 2017, the Committee on Economic Development, chaired by Council Member Daniel Garodnick, will hold an oversight hearing entitled, “Preparing for the Impact of Federal Travel Bans on New York City’s Economy.” The Committee seeks to hear testimony from the New York City & Company, the Mayor’s Office of Immigrant Affairs, the Port Authority of New York and New Jersey, business and travel industry representatives, and interested members of the public.
II. Background
Travel Bans
On January 27, 2017, one week after the swearing in of Donald Trump as the 45th President of the United States, the President signed an executive order banning travel from seven Muslim-majority countries for 90 days, with the stated intent to keep "radical Islamic terrorists out of the United States of America."
 The seven affected countries were Iraq, Iran, Libya, Somalia, Sudan, Syria and Yemen. Because the ban took effect immediately, travelers from those countries, including those in possession of legal visas and green cards, were held at airports across the United States and forced to return to their points of departure.
 The executive order also prohibited refugees from any country from entering the United States for 120 days, and included an indefinite ban on Syrian refugees.

Major protests and public debate arose in response to the ban, with accusations that the ban was not legal, would not have its stated impact, and would advance a culture of national isolationism, xenophobia, and anti-Muslim behavior within the United States while simultaneously damaging the image of the United States abroad. A day after the executive order was signed, Federal District Court Judge Ann Donnelly of Brooklyn ruled that individuals that were being held in U.S. airports despite holding legal documentation must be released.
 On February 3, 2017, Federal District Judge James Robart issued a restraining order that effectively negated the executive order and lifted the travel ban. An appeal of that order by the Trump administration was ultimately rejected by three judges of the Ninth Circuit Court of Appeals.

In response to Judge Robart’s restraining order, a revised executive order was signed by President Trump on March 6, 2017. The revised executive order banned citizens from six Muslim-majority nations from travelling to the United States beginning on March 16, 2017. The countries were the same as the first ban with the exception of Iraq. The revised executive order permitted green card holders and refugees who have successfully completed the asylum process to enter the country.
 Almost immediately, the state of Hawaii challenged the ban due to its negative impacts on the State’s economy and educational institutions.
 On March 15, 2017, U.S. District Judge Derrick Watson of Hawaii issued a temporary restraining order that ultimately prevented the ban from ever going into effect. The following day, U.S. District Judge Theodore Chuang of Maryland issued a nationwide preliminary injunction on the enforcement of the revised executive order on the grounds that the intent of the revised order was to discriminate against Muslims.

Even though both travel bans issued thus far have been met with temporary restraining orders by federal courts, the implication of these bans has continued to discourage travel to the United States, and the impact on the city in terms of both reduced tourism and business travel is beginning to take shape. Since New York’s area airports are often the first point of entry for travelers to the United States, the bans and the resulting decrease in travel are having a disproportionate impact on the city’s economy.
Electronics Ban


On March 19, 2017 the Trump Administration issued an in-cabin ban on certain common electronic devices that are larger than a cellphone—such as laptops, tablets, electronic reading devices, and larger cameras—for passengers from eight countries in the Middle East.
 The ban is currently in effect and impacts nine airlines from the Middle East – all of which fly into New York’s John F. Kennedy International Airport (“JFK”) from the airports included in the ban. No U.S. airlines fly from the affected airports directly into the United States.
 The nine airlines are: Qatar Airways, Etihad Airways, Emirates Airline, Turkish Airlines, Royal Jordanian Airlines, Royal Air Maroc, EgyptAir, Saudia Airlines and Kuwait Airways.
 
Under the ban, travelers will not be able to bring an electronic device larger than a smartphone onboard any direct flight departing to the United States from 10 major international airports in eight countries:
 

· Cairo International, Cairo (Egypt)

· Queen Alia, Amman (Jordan)
· Kuwait International, Kuwait (Kuwait)

· Mohammaed V, Casablanca (Morocco)
· Doha International, Doha (Qatar)

· Ataturk International, Istanbul (Turkey)
· King Abudlaziz, Jeddah (Saudi Arabia)

· King Khalid, Riyadh (Saudi Arabia)
· Dubai International, Dubai (United Arab Emirates) 
· Abu Dhabi International, Abu Dhabi (United Arab Emirates)

The United Kingdom has followed suit and issued its own electronics travel ban.
 However, there is little continuity between the two nations' bans in terms of affected airlines and airports. The U.K. ban impacts 14 different airlines – only four of which overlap with the US ban – and does not include any of the airports included in the U.S. ban from the United Arab Emirates, Qatar, Kuwait or Morocco.

The Trump administration justified the new rules by contending that intelligence shows that airlines continue to be a target for anti-American terrorism.
 Technology experts have questioned the effectiveness of the electronics ban in addressing national security.
 For example, if a laptop were used as a bomb, it could just as easily go off in the cargo as it could in the cabin of an aircraft.
 Further, if the ban was intended to prevent hacking, many modern smartphones are themselves computers and could still be used in flight for that purpose.
 
Some argue that the electronics ban is not about security and rather a protectionist economic policy designed to promote U.S. carriers at the expense of their counterparts in the Middle East.
 Emirates, Etihad Airways and Qatar Airways have long faced accusations of an unfair playing field by U.S. carriers for receiving major subsidies from their respective governments.
 As first- and business-class travelers often use laptops for work in-flight, they are likely to be the group most significantly impacted by the electronics ban and may instead opt to fly an American, European or Asian airline – even if it is not the quickest route to their destination.
 

If business travelers to and from the Middle East believe they have limited options when flying to the United States, the end result would be reduced competition and higher fares. Business travel organizations have called the electronics ban “haphazard” and “intolerable.”
 
H-1B Visa Program Reform

In addition to these travel bans, President Trump is calling for reforms to the H-1B visa program, which permits U.S.-based companies to hire foreign workers for highly skilled positions. Signed on April 18, 2017, the executive order calls for an interdepartmental review of the H-1B program. President Trump has stated that he wants to ensure that the program doesn’t drive down salaries or take away jobs from American workers.
 Companies most dependent on the H-1B program are in the technology, industrial, medical and science sectors.


Many companies that rely on the 65,000 H-1B visas approved and assigned via lottery each year have long called for reforms to the program, as the existing system and limited number often leads to extended time periods without being able to fill open positions with skilled workers.
 However, unlike President Trump’s assertion that the program is driving down U.S. wages, many of these companies assert that these visa holders often create jobs for American citizens and are paid more than the average U.S. citizen makes for comparable or equal work.
 


These actions, along with proposals to increase deportations of undocumented immigrants and build a wall between the U.S.-Mexico border, will likely have significant economic impacts at the local and national levels. 
III. Challenges for the U.S. Economy

Each year, foreign tourism generates an estimated $250 billion in the United States and results in the employment of approximately 15 million Americans.
 According to the World Travel & Tourism Council (“WTTC”), income generated in the U.S. by foreign visitors could decline by around $1.2 billion solely as a result of the current strength of the dollar compared to most international currencies.
 Unfortunately this figure is likely conservative when also considering the fallout from the travel bans, the electronics ban and the proposed H1-B visa reforms.
 WTTC President David Scowsill has said that “[t]he message that has gone out around the world is that the U.S. is effectively closing for business.”

ForwardKeys, a Spain-based company that predicts future travel patterns, found that bookings to the U.S. dropped 6.5% globally in the eight days following the initial travel ban.
 The Association of Corporate Travel Executives ("ACTE"), a not-for-profit association for business travel professionals from more than 100 countries, conducted surveys on the impact the travel bans are having on its members. After the first travel ban was ordered, 20% of its members reported that the ban was causing travel difficulties.
 In addition, 25% of respondents linked those difficulties to “fear of traveler harassment, fear of reprisals,” and “new uncertainty factors;”
while 39% thought the travel ban could potentially reduce corporate travel.

Even before the electronics ban affected its company, Dubai-based Emirates Airline (“Emirates”) stated that bookings to U.S. destinations slowed immediately following the first travel ban in January, and the market has yet to recover.
 Following the electronics ban, Emirates announced it would provide laptop and tablet handling service for flights to the U.S. out of Dubai, allowing customers to use their own devices until just before takeoff.
  This effort wasn’t enough to combat reduced bookings. Even though Emirates does not expect to fully understand the financial impact the electronics ban has on its airline until May 2017,
 in mid-April the company announced its decision to reduce the number of flights to five of the 12 U.S. airports it services.
 In a statement, the airline said: "Until the start of 2017, Emirates’ operations in the U.S. has seen healthy growth and performance... However, over the past 3 months, we have seen a significant deterioration in the booking profiles on all our U.S. routes, across all travel segments. Emirates has therefore responded as any profit-oriented enterprise would, and we will redeploy capacity to serve demand on other routes on our global network."
 The airports affected thus far are in Boston, Los Angeles, Seattle, Fort Lauderdale and Orlando.

According to a recent member survey by the Global Business Travel Association (“GBTA”) on the impact that the travel ban may have on business travel to the U.S. from Europe, 17% of respondents stated that their companies have already canceled planned business trips to the U.S.;
 38% of respondents stated that their companies would be less inclined to send business travelers to the U.S. in the future; and 45% stated that they would be less willing to hold meetings and events in the U.S.
 
The United States Travel Association determined that a five percent decrease in international tourism would amount to a loss of $12-15 Billion to the U.S. economy and cut between 500,000 and 1 million domestic jobs.
 The GBTA estimated that even a one percent decrease in business travel costs could have significant negative impacts on the U.S. economy, including the loss of 71,000 jobs, $3 billion in wage income, $5 billion in overall economic growth, and $1.2 billion from tax income.

IV. Impact on New York City’s Tourist Economy
In 2016, New York City drew in a historic number of visitors, surpassing 60 million tourists for the first time ever.
 Of the 60.3 million people who visited the city, 47.6 million were domestic tourists and 12.65 million were international tourists.
 The Mayor’s Office estimates that tourism currently provides roughly 375,000 jobs, which includes an increase of 15,000 jobs in 2016.
 
For 2017, the city’s tourism marketing agency NYC & Company initially forecasted that tourism would rise even further, to 48.7 million domestic tourists and 13.1 million international tourists.
 However, officials are now projecting that the federal travel bans will create a significant decrease in foreign tourism to New York and collateral damage on the city's economy overall.
 For the first time in nearly ten years, it is projected that New York City will have a decline in foreign visitors, and the decrease is expected to be significant.
 NYC & Company had estimated an increase of 400,000 foreign travelers to New York City this year.
 After the travel bans, however, the agency revised their forecast to 300,000 fewer foreign visitors to New York City this year and projected the cost to city businesses of around $600 Million.
 
Meanwhile, NYC & Company is expecting a slight increase in domestic travelers to New York City this year, which could partially lessen the impact of lost income from international visitors.
 With approximately 1.3 million more domestic tourists expected in New York City in 2017 than 2016, the city is expecting an increase of around one million overall visitors this year.
 The agency notes, however, that it takes four domestic tourists to equal the amount spent by a single international tourist.
 International visitors on average spend about $2,000 per person while in the city while the average domestic tourist spends just $500.
 As foreign tourists tend to have longer visits and spend more freely than domestic visitors, the shift from expecting 400,000 more international travelers to 300,000 less this year will have a noticeable impact on the city’s economy.
 
To counter this challenge, NYC & Company has launched “New York City—Welcoming the World,” a new ad campaign aimed at bringing assurances to the international community that “New York City’s experiences and values remain the same and all are welcome,” regardless of what messages and actions come from the federal government.
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V. Implications for New York’s Immigrant Communities
Decreased tourism and fear among immigrant communities already living in New York City pose a significant threat to sector-based and community level economic activity. The U.S. technology sector is heavily dependent on talent from immigrants, and in late January some 400 tech executives and 1,600 tech workers signed on to a letter by Tech:NYC opposing President Trump's travel ban.
 The letter states that "it is dangerous to discourage immigration when the facts show that immigrant entrepreneurs play a significant role in the American economy. Immigrants are more than twice as likely to start a business as the native-born population. More than half of the companies on the current list of U.S. technology startups valued at $1 billion or more were started by immigrants."
 Further, after President Trump signed the H-1B executive order, Tech:NYC stated: “New York’s technology companies need to be able to hire the best employees from all over the world in order to grow and create jobs here. The diversity in our workforce strengthens our state’s tech community and economy as a whole. Companies here applied for more than 58,000 H-1B visas in 2016, so clearly there is real demand for this program. Our tech companies understand that H-1B needs reform and we welcome a review of the program, but we must ensure that those reforms attract more highly skilled workers, not fewer.”

In early February, more than one thousand Yemeni bodega owners went on strike for a day and closed their businesses to protest the Trump-issued travel ban.
 The strike’s organizers said that the “shutdown of grocery stores and bodegas [is] a public show of the vital role these grocers and their families play in New York’s economic and social fabric.” Instead of working the store owners supported each other and spent time with their loved ones since “many of the[ir] families have been directly affected by the ban.”

Small business owners with a significant immigrant customer base, and those that are immigrant owned and operated, fear that the travel ban and other anti-immigrant actions by the Trump Administration may be detrimental to their businesses' profits and survival.
 Many communities have experienced decreased spending by immigrants who feel threatened by possible deportation or an inability to return to the United States.
 The NYC Hospitality Alliance has stated that many in the immigrant-rich city’s restaurant industry are “deeply concerned for themselves and their family members.”

Beyond the travel ban and work visa executive orders, other anti-immigrant comments and actions by President Trump are likely to impact the city’s economy. According to the Institute on Taxation and Economic Policy, undocumented immigrants contribute approximately $1.2 billion in New York State and City taxes, and would contribute $1.35 billion more if they were granted legal status.
 Aside from decreased spending dollars, the loss of such tax revenue may have further ripple effects through the city’s economy should large-scale deportation—or fear of it—drive undocumented residents out of the city. This loss would significantly impact New York’s economy, and the city would be worse off for it. 

VI. Conclusion

At this hearing the committee will review updates and forecasts on what impact the federal travel bans will have on various sectors of our local economy, and strategies the City can take moving forward to mitigate the loss of this vital economic activity.
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