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Is Airbnb a criminal enterprise?

(The views and opinions expressed in this blog are strictly those of the

author.)

At last month’s annual Dallas Hotel Conference, Monty J. Bennett, founder, chairman, and CEO of The

Ashford Group of Companies shocked many as he articulated his opinion that Airbnb is a criminal enterprise

under the Racketeer Influenced and Corrupt Organizations Act. As a debate topic in the lodging industry,

Airbnb is a crowded field. However, through all the discussion, I had yet to encounter the stance that Mr.

Bennett has taken, particularly from a member of the hotel industry and not from a legal, law enforcement,

or state government entity. Frankly, I was surprised when I subsequently came across his views expressed

in his recent CNBC op-ed.

In 1970, Congress passed federal law designed to combat organized crime, and allow for prosecution and

penalties for racketeering activity performed as part of an ongoing criminal enterprise, including illegal

gambling, bribery, kidnapping, money laundering, counterfeiting, embezzlement, drug trafficking, and other

unsavory enterprises.

Airbnb is a virtual marketplace for people worldwide to list and book a wide variety of accommodations for

one night, one week, or for one month. While in some communities Airbnb’s activities are considered illegal,

comparing the company to organized crime may be a bit extreme. However, most in the lodging industry

perceive Airbnb as a new form of competition playing with unfair advantages. As Airbnb has rapidly

expanded, generally, the company and its hosts’ and users’ have not had to comply with state and local

laws, codes, and regulations that apply to traditional types of transient lodging facilities. 

Seven years ago, while a major San Francisco convention caused the overbooking of the city’s hotel room

stock, Air Bed and Breakfast was founded by two unemployed entrepreneurs who seized upon an

opportunity to earn money by renting three airbeds in their living space. Airbnb’s website claims to be “the

easiest way for people to monetize their extra space and showcase it to an audience of millions.”  Recently

however, an increasing amount of Airbnb’s activity in cities such as New York and San Francisco does not

originate from the listings of “regular people” who are merely renting out a spare room. Instead, professional

landlords are removing multifamily stock from local markets and providing availability exclusively for tourists,

with some evicting residential tenants and in several cases jettisoning rent-controlled housing.
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While the company was initially targeted towards “regular people hosting regular people,” Airbnb has

mushroomed into a platform that now also includes commercial landlords and multi property agents earning

substantial income operating de facto hotels. The battle lines between Airbnb and the hotel industry have

clearly been drawn, and the fat lady has yet to sing relative to determination of whether or not Airbnb is

engaged in racketeering and/or any other illegal activities. In the transportation industry, Uber recently

prevailed in having a Connecticut judge dismiss a federal lawsuit accusing the company of misrepresenting

its services, engaging in deceptive trade practices and racketeering.

Stay tuned, as there will certainly be more clarity in the form of legal rulings to determine if Airbnb becomes

a major competitor within the hotel industry going forward.
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