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While the travel industry has been hit with various crises over the years, including SARS
in 2003, HIN1 in 2009, and the 9/11 attack, the scale of coronavirus impact is
unprecedented with global economic shut-downs. Historically, crises to hit our industry
were either regional in scope, like SARS in 2003 or shorter duration, such as the 9/11
attack. The COVID-19 virus is broader in scope, and its unknown duration has turned
the entire travel industry on its heads. Depending on how long the restrictions and
warnings are in place, the impact of COVID-19 on our industry might be catastrophic,
with all facets of the industry being impacted.

A recent STR report showed that the US lodging industry experienced a negative year
over year decline for the week ending March 14th (hotelnewsnow.com, 2020). We can
expect the performance in the industry to continue declining as the coronavirus impact
has not fully peaked yet. No segment will be spared as hotels will experience a
significant decline of both groups and transient travelers. With groups traditionally
booking further out in advance when compared to their counterparts, we can expect
transients to rebound earlier once the COVID-19 threat subsides.

Compared to hotels, Airbnb's business model has held up worse to the viral impact.
Compounding the fact represents the lack of decisiveness with Airbnb's recent
responses to their cancellation policy. Unlike hotels, Airbnb relies more on smaller
properties or business owners and individual homeowners who possess minimal
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resources to take precautionary booking measures in regards to crises. Airbnb's
accommodation listings are based on individual hosts who gain the option to favor
between three cancellation policies: flexible (refundable), moderate or strict (non-
refundable) policy. The quickly escalating impact from COVID-19 brought the lack of
cohesiveness with Airbnb's cancellation policy front and center. This has led to a large-
scale uncertainty amongst both guests and individual homeowners who have come to
rely on Airbnb. All of which puts a significant question mark around the Airbnb brand
moving forward, which has strived itself on providing experiences to their customers via
connecting homeowners with guests for enjoying the local cultural experience.

As the current crises have thrown a wrench in the travel industry, hotels and airlines
have responded by working on various strategies to ease the rebooking of reservations
by waiving charges and cancellation fees for bookings. Airbnb has finally followed suit
by introducing more flexible reservation and cancellation policies, albeit not consistently
(Airbnb, 2020). Initially, Airbnb did not offer any indication that it would compensate
hosts for canceled reservations. For every customer cancellation that Airbnb approves,
there is a host at the other end who is losing in revenue. Nevertheless, in response to
customers' criticism and complaints on social media, including Twitter, Airbnb changed
course and allowed customers to cancel reservations and receive a refund. Airbnb, on
top, went one step further by encouraging its hosts to understand the current situation
and be more flexible.

Ultimately, Airbnb has issued an extenuating circumstance policy for both hosts and
customers to cancel without any penalties. However, their initial response avoiding to
consider taking responsibility for all refunds and pushing that on to hosts indicated how
the inflexibility of an online intermediary caused discrepancies between the provider and
the consumers. Their initial strategy resulted in exposing the provider weakness and
contributing negatively to brand awareness.

Without a doubt, Airbnb and the other platforms made requests on their hosts to follow
the health authority guidelines and adopt necessary precautions to protect the
customers and themselves. Given the health and safety risks, Airbnb, similar to any
other hospitality or travel industry company is monitoring the status and is making
adjustments based on the local restrictions and health advice of authorities and the
needs of the market.

Recent Twitter tweets from March 11th, 2020, to March 20th, 2020, on Airbnb show the
potential ramifications of Airbnb's response to the COVID19 crisis. The word cloud
below shows a preview of the issues at hand while providing a microscope to how
consumer sentiment has shifted on Airbnb.
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Although the industry is experiencing an unprecedented crisis, the recent reaction of
select firms in our industry demonstrates we have not sufficiently learned lessons from
previous crises. On an optimistic note, similar to previous crises, the industry will likely
introduce unprecedented measures, as in previous cases, i.e., the food & beverage
industry has added more strict hygiene measures trying to build consumer confidence
after the SARS outbreak in 2003 (Pine & McKercher, 2004).

*The King is naked from the book of Hans Christian Andersen, titled “The Emperor's New Clothes”.
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