(
CORNELL CENTER FOR HOSPITALITY RESEARCH
ROUNDTABLE HIGHLIGHTS

Sustainability in the
Era of COVID-19

by Jeanne Varney &
Aaron Adalja

s with all things 2020, the 11th annual Center for Hospitality Research

Sustainability Roundtable took on a distinctively different format, a

virtual webinar format. It would have been easy to “take a pass” on

holding the Roundtable given the dire state of the hospitality industry
and the inability to gather in person. However, even though issues surrounding sustainability
may not be at the forefront for operators, brands, or owners of hotels, it is still considered an
important pillar in most organizations’ corporate strategy. Therefore, the Center for
Hospitality Research at the School of Hotel Administration in the SC Johnson College of
Business at Cornell University, moved forward with hosting the annual Sustainability
Roundtable.
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The webinar format allowed for an increase in partici- Positive impacts

pants from around the globe representing the sectors *  Significant reduction in carbon emissions due
of hotels, restaurants, non—governmental organiza- to reduction in long-distance travel and local
tions (NGOs), and academic institutions. There were commuting

two main areas of focus for this year’s discussions: the

* Additional carb ducti b
new frontier of sustainability in the era of COVID-19 Lona’ carpon Tectielions seen pecause

of the low occupancies of large commercial

(COVID) and consumer preferences and incentives in buildings
sustainability. Although the topics were very different
in nature, each has a material impact on current and
near term sustainability strategies in the hospitality in-
dustry.

= Property managers have a chance to step
back and evaluate how their buildings run
and increase efficiencies and reduce utility
waste such as:

= Get a better sense of baseline utility us-
age for future benchmarks

= Identify and fix water leaks

= Perform maintenance on equipment
that is difficult to access when build-
ings are highly occupied

= Reduction in the use of chemicals for engi-
neering and housekeeping in particular (low-
er occupancies, moving guestroom cleaning
to every two or three days, less laundry over-
all)

= Increased touchless technologies (guestroom
locks, no-touch soda machines, remote check-

in)
COVID-19 has brought new challenges for sustainability *  There will be an opportunity for retraining as
worldwide and in the hospitality industry employees return to work

= On the finance side, equity funds are increas-
ingly asking that sustainability standards be
met

Ta keaways frOm the - Anti—humar'l trafﬁck'ing initiatives remain in

1 I'I_Ith A ntnlutal %enter flg)r Eﬁj’cggﬁéﬁﬂy in the group segment of

O.S pl a. .I y esearc * An increased focus on supporting the local
Sustainability Roundtable  ‘onomyanabusinesses

= Those professionals working in sustainable
hospitality remain very busy working on ad-
justing programs, compiling disclosures, and

Sustainability is seeing both positive and staying current with the changing demands
Lo . of COVID policies
negative impacts from the pandemic

The COVID pandemic has resulted in both positive
and negative environmental, social governance (ESG)
impacts. The attendees discussed a wide range of CO-
VID impact observations seen around the world. An
example of some of the issues discussed are as follows:
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Negative impacts

= Devastating loss of economic stability in hos-
pitality industry

= Significant loss of local jobs

= Explosion of virtual meeting capabilities for
corporate and personal use that threatens cur-
rent and future economic health and jobs in
the industry

= Dramatic increase in the use of disposable
utensils, packaging, etc.

= Many restaurants are mandated to offer
to-go only meals

= Disposable utensils deemed more sani-
tary, even for on-site consumption

= Bulk condiments now potentially un-
safe

= Buffets now potentially unsafe

= Supply shortages for single use packaging
and other sanitation/PPE supplies

= Use of stronger, more toxic chemicals for
cleaning

= Even if a hotel is closed, it still requires main-
tenance, utilities and special processes to
keep the equipment functional and environ-
ment safe

= Managing guest satisfaction because of the
reduction of services and amenities (closing
fitness centers and pools, to-go only restau-
rant food, no room service, reduced offerings
at free breakfast hotels, etc.)

= Sustainability team members have been re-
duced/eliminated

= Sustainability initiatives have been reduced/
cancelled

It was generally agreed upon that most of these issues

were two sided with both positive and negative impacts.

For example, the reduction in local commuting to and
from work has had a materially positive environmental
impact. On the opposite side, millions of people are not
permitted to work in their traditional environments or

may have even lost the job, and as a result, there is no
commute. Therefore, as with all sustainability activities,
it is a matter of balancing the positive with the negative
and working through the COVID pandemic with the
goal of making responsible business decisions as often
as possible.

Looking at sustainability initiatives through a
revenue enhancing lens

Historically, many of the sustainability initiatives
spearheaded in the hospitality industry have been jus-
tified financially on the basis of cost reduction, whether
it be reducing food waste, conserving resources, or
eliminating single use plastics. This year, the roundta-
ble discussion explored the idea of sustainability initia-
tives as potentially revenue enhancing. The spark for
this conversation stemmed from one basic question:

= Are guests willing to pay more for sustain-
ability? Before discussing willingness-to-pay
(WTP), however, it became apparent that,
from the consumer perspective, several pre-
requisites need to be resolved first:

= Before consumers can articulate willingness-
to-pay for sustainability, they need transpar-
ency and consistent messaging on the initia-
tives a hotel is undertaking, starting at the
point of booking.

= Consumers need the ability to clearly search
for and identify properties based on their
sustainability preferences via online booking
platforms.

= There exists a significant gap in what con-
sumers truly understand about sustainability.
Educating consumers can help shape prefer-
ences for sustainability and drive demand.
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= Consumers often face a proliferation of
competing sustainability standards. If the
hospitality industry can align under one
standard (e.g., GSTC), it may serve to create
a unified customer base.

= A challenge hotel operators face is a lack of
data to support decision making around
sustainability initiatives.

= For example, to measure return on
investment, operators need to link
sustainability to bookings—did a guest
choose to book a particular property
because of its sustainability initiatives?

= Can operators leverage guest
satisfaction surveys to close this loop?

As enumerated above, the discussion brought to light a
number of key issues that need to be addressed before
an earnest investigation of consumer WTP can proceed.
Furthermore, a consensus emerged that the hospitality
industry should also look beyond WTP to truly inno-
vate with sustainability initiatives. Some suggestions
included:

= Hospitality should look to consumer
packaged goods (CPGs) and other
industries to leverage best practices around
sustainability.

= Think operationally about how to design
better systems to nudge consumers to do
better.

= Align employee performance metrics with
sustainability goals to ensure incentive
compatibility. For example, banquet
managers need to balance food waste with
guest satisfaction.

= Make sustainability a genuine part of the
hotel experience and use it as an opportunity
to educate guests and generate interest.

= Price is not the primary drive among all
consumers. Some segments look for brands
with a story to tell that aligns with their

personal values.

Based on the discussion among roundtable participants,
it is clear that leveraging and shaping consumer prefer-
ences for sustainability continues to be of great inter-
est to the hospitality industry and presents on ongoing
opportunity for research as well. However, due to the
events of the past year, and in particular the COVID
pandemic, a series of new topics in sustainability have
also emerged as potential opportunities and challenges

for owners, brands, and operators in the hospitality in-
dustry.

“Hot Topics” in sustainability research emerge
as a result of the pandemic

Hot topic: Can hygiene and sustainability be prioritized
equally and simultaneously?

The final session of the roundtable focused on nascent
areas for research and “hot topics” in sustainability
that have emerged recently, many of which are driven
by the unique opportunities and challenges presented
globally by the COVID pandemic. Several highlights
from the discussion are as follows:

= The pandemic has put the spotlight on the
“S” of ESG. The pandemic’s adverse effects
on mental health are well documented, and
future employees will evaluate companies
based on how they treated their people
during this time.

= There may be a role for micro-certification
in sustainability. It creates lower barriers
to entry for properties to build their
sustainability portfolio piece-by-piece, rather
than having to tackle vast all-or-nothing
initiatives.

= The industry needs to develop a better
understanding of the relationship between
hygiene and sustainability. It is an assumed
fact in industry that there is a clear tradeoff,
but is this a false dichotomy?

= Some sustainability initiatives (e.g. water
conservation), particularly in the luxury
hotel segment, may be perceived as a
compromise by guests. What opportunity
exists for “no-compromise” initiatives?
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= Often, “no-compromise” sustainability
initiatives are highly capital intensive (e.g.
clean energy), and that poses a significant
challenge during the pandemic.

= Currently, low occupancy due to the
pandemic translates to less use of physical
assets and lower internal rates of return
for capital intensive projects. As such, the
economics do not justify large investments.

= Owners and operators need a better
way to measure incremental revenue
from sustainability initiatives to
develop better models to justify large
capital expenditures.

= While outside options to raise capital exist
for sustainability initiatives, the investment
horizon can vary at each property based on
the ownership, so the investment terms often
present a significant hurdle.

One central theme that emerged from the conversation
is that the pandemic has forced many owners and oper-
ators to focus on remaining afloat, and therefore, some
new sustainability initiatives have been deprioritized
in the near term. However, savvy owners are using this
time as an opportunity to make new sustainability ini-
tiatives “shovel ready” for when the economy recovers.

Sustainability initiatives will remain a priority

Participants felt that there will certainly continue to be
shifts in hospitality business models, sanitation pro-
cesses and products, and guest demands and expecta-
tions as the world moves through the COVID pandemic.
As it relates to ESG initiatives, at least some temporary
cut-backs in resources supporting sustainability initia-
tives will linger. However, even in this most challeng-
ing time of COVID, sustainability will retain its place as
a pillar in the strategies of hospitality industry owners,
brands, operators, and customers.

Thank you to the participants

Aaron Adalja, Assistant Professor, School of
Hotel Administration, Cornell SC Johnson
College of Business

Elena Belavina, Associate Professor, School
of Hotel Administration, Cornell SC Johnson
College of Business

Linda Canina, Georges C. and Marian St. Laurent
Professor in Applied Business Management,

Dr. Michael Dang Director of the Center

for Hospitality Research, Co-Director of the
Leland C. and Mary M. Pillsbury Institute for
Hospitality Entrepreneurship, School of Hotel
Administration, Cornell SC Johnson College of
Business

Debbie Friedel, Director of Sustainability,
Delaware North

Maisie Ganzler ‘93, Chief Strategy & Brand
Officer, Bon Appetit Management Company

Vaibhav Garg, Area Talent & Culture Manager,
Accor, The Maldives

Scot Hopps, Director of Hotels, Lark Hotels

Gizem Kilic ‘22, Ph.D. Candidate, School of Hotel
Administration, Cornell SC Johnson College of
Business

Willy Legrand, Professor, IUBH International
University

Matt Lobach, Director, Sustainability, Hersha
Hotels and Resorts

Jenny Lynch, Senior Manager, Deloitte

Adam Maclennan MMH ‘06, Managing Director,
Head of UK & Ireland, PKF hotelexperts

Mark Milstein, Clinical Professor, Director of the
Center for Sustainable Global Enterprise, Samuel
Curtis Johnson Graduate School of Management,
Cornell SC Johnson College of Business

Craig Mustard, Head of Domestic Brand
Management, Choice Hotels

Olivia Ruggles-Brice, Director, Greenview
Michele Sarkisian, Partner, Avenger Capital

Rishi Shah ‘99, Director, Sustainability,
Wyndham

Jeanne Varney ‘85, Senior Lecturer, School of
Hotel Administration, Cornell SC Johnson
College of Business

Rick Werber ‘82, SVP, Engineering &
Sustainability, Host Hotels & Resorts
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