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1. Introduction 
Airbnb is a strong organisation to study how businesses are changing in the modern world, not just because of its opportunities to expand and scale globally, but also because it relies more on maintaining legitimacy than it does on owning physical assets. Unlike traditional hotel chains that would own and operate all aspects of the customer journey from pre- arrival through upon check-out, Airbnb's model does not own or build out the entire customer journey from beginning to end, but creates the infrastructure to coordinate/ facilitate the relationship between the host, the guest, and the local community via a digital platform (Morales-Perez et al., 2024). Although the ability to leverage a single platform allows for rapid scalability and flexibility to meet customer demands, it also puts the company in a business environment in which trust, regulations, local communities, public acceptance, and digital governance become a foundation for competitiveness as opposed to an afterthought.
Airbnb has further exemplified the importance of creating a sustainable competitive advantage through platform growth, in that the platform does not guarantee that the company will have a sustainable advantage in the marketplace. The company's business model appears to be efficient, given that the business has reduced fixed costs and has been able to expand rapidly through geographic markets compared to traditional hotel companies. However, this same business model creates new vulnerabilities for Airbnb. The company relies on external sources of trust, consistent digital systems, and collaboration from hosts that do not have complete control over the customers using the platform. Given this, Airbnb has also made the decision to operate in multiple cities and countries, in which there are always going to be local priorities that may conflict with the platform's expansion goals. As a result, while Airbnb continues to operate in a globally scalable manner, it is susceptible to local regulations, community resistance, and reputational instability. Therefore, Airbnb represents a stronger case than most other conventional companies of how the strengths of the company are conditional rather than concrete (Fromm, 2025).
This essay argues that Airbnb has been very effective at adapting to many aspects of the industry and the external business environment; however, in doing so, the company's strategic responses to the external environment are limited due to inherent tension embedded in the platform business model itself. Thanks to the digital transformation, entrepreneurship, and the changing consumers' preference towards flexibility and experience-based travel, Airbnb has gained advantages through these trends; however, on the other side, these advancements are also putting increased pressure in relation to ethics, regulation, leadership, data usage around customers, and local legality. Airbnb’s challenge now isn't just about continued growth; it is also about proving that your growth can happen alongside creating social trust, accountable governance and stable access to the market. In the long run, Airbnb's successful growth depends not only on previous customer demand but also on whether it can convince outside stakeholders that its business model will positively add value within the community rather than negatively disrupt it.
This essay will explain what a business environment is and discuss the reasons why external analysis is crucial for any organisation. It will then use PESTLE analysis to evaluate Airbnb, present the results in a chart, evaluate their adaptability to changes, develop strategic responses and finally make recommendations for the future.

2. Defining the Business Environment

The business environment includes the influence of all the external factors, including Economic, Political, Legal, Technological, Environmental, and Social, that have an impact on an organisation's ability to operate, compete and survive in our current world. Organisations do not directly control any of these types of external forces; however, if they want to remain competitive and legitimate, they will need to act based on these external forces. The need for organisations to be flexible and agile when they are competing in both global and digital markets is much greater because organisations often operate in multiple jurisdictions, cultures and regulatory environments all at once. As a result, the business environment must not simply be viewed as passive to a business's decision-making; rather, it must be viewed as an active influence upon the creation of opportunities or constraints. For Airbnb, this is of particular importance because the company relies on the continued acceptance of its platform ecosystem by hosts, guests, regulators, and communities for its success; thus, performance strategy cannot be separated from external tolerance and cannot be addressed based on internal efficiency alone (Reuber & Fischer, 2022).
Business environmental analysis is critical as companies develop quickly, but they can also become strategically vulnerable. A company may be highly successful or innovative in terms of development and revenue but may also face external pressures from institutions that create a lack of sustainability in their business model. Digital platform firms have increased vulnerability to this risk, as rapid digital expansion can obscure issues of governance, fairness or accountability. In the case of Airbnb, rapid growth does not automatically equate to long-term legitimacy. Achieving a more holistic understanding of digital process resilience, organisational safety, and the overall socio-economic environment in which the company operates requires significant examination. Companies that leverage digital systems need to protect their processes, manage systemic risks and respond to changing expectations for reliability and control. Thus, external analysis should include analysis of not only traditional competitors, but also how robust the structures supporting the business model itself are (Cherep, Dashko, & Ohrenych, 2024; Kokala, 2024).
PESTLE analysis is also particularly relevant in this case since the major threats/opportunities for Airbnb are created through the intersection of multiple different types of factors (political, economic uncertainty, technological dependence, social trust, legal liability, and environmental pressure) and are not solely the result of any one of those elements. Porter’s Five Forces can assist in explaining competition for the accommodation/travel industries but would be limited in their coverage of the broader legitimacy pressure on platform firms. Airbnb faces competition not only from hotels and other companies that provide travel services, but also from cities, their residents, lawmakers, and community members who may question the societal effects of the growth in short-term rentals. Therefore, there is a need for broad and critical analysis of the market environment in which the enterprise operates. Strategic adaptation involves more than just outperforming competitors; it also includes maintaining the institutional and social permissions necessary for the company to grow at an accelerated rate (Xie and Yang, 2025).
Furthermore, the nature of Airbnb is digital; therefore, information systems and business intelligence are essential assets for companies operating as platforms. Algorithmic computing, data analytics, user interface design, and digital communications are all critical to platform companies; however, their usefulness is predicated on how they are used both effectively and fairly by platform companies. Technology has the potential to enhance customer experience and efficiency, but it can also result in failures where trust mechanisms are weak or decisions appear to be opaque. In addition to convenience, digital platforms provide competition through the quality of the systems supporting exchanges and ensuring the provision of reliable service. For Airbnb, governance and system quality are intertwined with competitiveness (Trieu et al., 2022).
3. PESTLE analysis - Airbnb
	Factor
	Critical analysis of Airbnb

	Political
	While Airbnb operates on a global scale, it is regulated at the local level. This creates a structural tension between the scale of a platform and the control that rests with the local municipal authorities. Further, local governments will often view the introduction of short-term rental units as detrimental to housing affordability, the stability of residential neighbourhoods, and ultimately to urban planning. This implies that the political objection to Airbnb is often based on the short-term rental unit and the operating model of Airbnb, rather than being a reactive or external disruption. Thus, for Airbnb to gain market access, it must establish its growth in line with local policy aims, rather than expecting cities (where it operates) to change their existing framework to suit Airbnb's requirements. With ongoing debates around sustainable development from a political perspective, increased pressure has been placed upon Airbnb to demonstrate some broader social value (Mensah et al., 2025; Xie and Yang, 2025).

	Economic
	From an economic perspective, the asset-light business model utilised by Airbnb, which means most assets in terms of accommodation are owned by other parties (the hosts), can provide Airbnb with a cost advantage over hotel chains. However, this flexibility also creates vulnerabilities when host availability is impacted by tightening regulations or reduced attractiveness of hosting due to external factors. Thus, if regulations increase or the hosting opportunity decreases, there will be increased volatility in platform inventory. Furthermore, the benefits derived by users from using the Airbnb platform do not necessarily create the same economic value for the broader community. Users receive access to convenience and price options compared to hotels; however, users of the Airbnb platform can impose housing market pressures and create higher rents resulting from the increased demand for rental properties. Thus, commercial success does not automatically equal economic legitimacy of that success (Carpa and Martínez-Zarzoso, 2022).

	Social
	
To facilitate trust between users of its platform, trust is a core element of Airbnb’s business model since transactions occur between strangers using the platform in multiple geographic areas. As such, user reputation and word of mouth are two critical strategic assets that will allow Airbnb’s platform to grow; however, should users’ interactions fail to meet their established expectations for safety, consistency, and/or fairness, then their users’ trust will diminish rapidly. Digital marketplaces allow for quick scale when user trust is high, but scale will also decrease rapidly as user trust diminishes because of negative interactions. A further impact of trust is the increased user expectations about response times, ease of use, and effective communication. Users’ expectations about these factors are much higher within digital markets than traditional (bricks and mortar) hospitality markets; therefore, poor customer service or unresolved user disputes will have a more damaging impact on user trust than they would within traditional hospitality; thus, users will interpret the inability of the Airbnb platform to provide effective customer service or resolve user disputes as being evidence of the overall lack of reliability with the Airbnb platform (Ishii and Kikumori, 2023; Khan, 2023).

	Technological
	
From a technological perspective, Airbnb is totally reliant upon the use of digital systems, therefore creating both a strength and an exposure. Search, fraud detection, pricing and support can be significantly enhanced through AI, automation and analytics; however, this is only possible where these technologies retain intelligibility and maintain user trust. If automation is perceived to lack transparency or to be unchallengeable, there is likely to be an increase in efficiency and an accompanying decline in legitimacy. There is a critical role for cybersecurity due to the reliance of the platform upon digital identity, payment and reputation systems. As such, technology will enhance Airbnb's growth through its ability to build confidence, not simply through the centralisation of control (Corsaro et al., 2022; Winanto, 2025; Tayyab et al., 2025; Magableh et al., 2024).

	Legal
	Legal pressures are inherent in the Airbnb platform model. As the company grows across many different jurisdictions and relies on physical assets that it does not control, the boundaries between responsibility and ownership become less distinguishable and therefore prone to dispute. Flexibility is one of the most attractive benefits of the airline industry, but the pressure on Airbnb to accept an increasing number of duties like those attributed to traditional hospitality operators is mounting. It is not sufficiently satisfactory for Airbnb to simply comply with the regulations governing its activities. There is also the question of whether Airbnb can maintain its legitimacy if regulatory frameworks require greater levels of accountability from those companies facilitating the activities of the platform. The relationship between legal risk and leadership considerations regarding transparency and cooperative engagement with regulatory authorities is, therefore, critical (Antunez, Ramalho and Marques, 2024).

	Environmental
	While it is frequently argued that Airbnb has fewer negative environmental impacts when compared to traditional forms of hospitality due to a lack of infrastructure investment at this level of hotel development, such assertions must not be accepted without further scrutiny. The overall level of environmental impact associated with this industry will vary according to the many other factors that contribute to travel patterns, the way in which residential properties are used, demands placed on urban centres through tourism, and the impact of digital technology. True sustainability requires more than it does simply symbolic distances from an asset-intensive section of the hospitality industry. Airbnb’s ongoing credibility as a long-term, environmentally responsible provider relies upon connecting its business model with sustainable tourism and community wellbeing rather than just claiming to have lower physical intensity than other touristic providers do (Mensah et al., 2025; Geissdoerfer et al., 2022). Some experimentation regarding business models may assist, but sustainability will need to be built into the structural fabric of the company rather than simply being added to or being incidental to existing business practices.




4. Organisational Adaptability & Strategic Responses

To cope with change, Airbnb has primarily relied on three factors: entrepreneurial agility, digital coordination and organisational flexibility. These three capabilities have enabled Airbnb to remain competitive through disrupted and uncertain marketplaces. When comparing itself to traditional hotel or hospitality companies, Airbnb has a relatively high level of commitment to fixed assets, which makes its ability to adapt relatively easily when faced with disruption. This flexibility represents one of Airbnb's strategic advantages over its competitors. The ability of entrepreneurs to have agility can also provide resiliency when environments change rapidly, which can also help to explain why Airbnb is still capable of exerting a positive influence despite having experienced numerous criticisms and challenges by various regulatory and governmental bodies (Pennetta et al., 2025).
There are, however, some limits associated with agility. A company may become so committed to being flexible that it underinvests in building a strong institutional foundation upon which to further build its business. Often, Airbnb's strongest countermeasures to issues have tended to be tactical and technological rather than structural in nature. While there have been improvements in the processes employed in its online platform, its use of data, and its responsiveness to its online users, none of these improvements resolve any political or social tensions that may be created because of the expansion of short-term rental units. Many times, when developing business model innovations associated with digital marketplaces, companies must rely on experimentation; however, when legitimacy is the main issue, simply relying on experimentation may not necessarily be sufficient. Therefore, the main issue concerning Airbnb is not necessarily that of a lack of agility. Agility alone cannot resolve disputes surrounding housing pressure, accountability and fairness (Andersen, Aagaard & Magnusson, 2022).
The importance of leadership is magnified within this greater context. The way employees, hosts, guests, and software systems function in a seamless manner collectively as one cohesive unit during periods when Airbnb is being criticised or has experienced changes in regulations will depend on the overall effectiveness of the leadership team. The importance of effective leadership can assist with achieving that cohesive unit through the communication process, managing stakeholder relationships, and utilising human resources as strategic assets, not simply as back-office entities. Research conducted in the areas of virtual leadership, corporate leadership in a digital age and strategic human resource management indicates that the resiliency of an organisation's operations is based on coordinating and establishing a supportive organisational culture, regardless of the use of technology. An overly technology-reliant platform business may dilute its relationship capabilities necessary for long-term credibility for an organisation such as Airbnb, where human trust is based on human perception rather than technology (Purwanto & Siagian, 2025).
Airbnb was able to leverage multiple other options. There is an opportunity to migrate further toward localised governance as opposed to relying predominantly upon platform-wide standardisation. The opportunity of using business intelligence to facilitate not only optimised transactions, but also to enable more informed strategic decision making regarding when to expect local legitimacy risks based on the available data. Therefore, converting data into strategically geographically relevant decisions versus relying solely upon centralised control. Taking a more sensitive context or ethical approach would provide substantially stronger long-term protection than continuously relying on speed, scale, and standardised platform rules will deliver. To that point, the future of Airbnb's resiliency may be based less upon technological efficiency and reliability than on whether it can redesign governance structures to reflect its growth impact at the local level (Trieu et al., 2022).

5. Conclusion and Recommendations

Airbnb illustrated how an evolving business environment can simultaneously be a source of competitive advantage as well as a source of impediment to continued success. The company's strategic position is influenced by political regulation, social imbalances, loss of trust, dependence on a digital world, legal responsibility and accountability, and environmental responsibility. Airbnb has displayed strong agility, rapid platform innovation, and responsiveness to meet customer demands; however, the vulnerability of the company lies within its perceived legitimacy, not technology. Specifically, Airbnb's greatest area of concern is at the point where its growth outpaces institutional acceptance.
Based on this analysis, three recommendations can be made for consideration by Airbnb moving forward. First, Airbnb should work towards implementing local governance mechanisms aligned to city-level institutional legitimacy as a strategic function rather than a reactive, compliance-based issue. Second, Airbnb needs to enhance trust in using AI, automated systems, and providing comprehensive digital security by being transparent and demonstrating to customers that it has established an accountable governance structure. Third, Airbnb should align its growth objectives to the principles of sustainable tourism and local communities. The long-term viability of successful growth by Airbnb will no longer be measured by its ability to continue to grow, but rather by how it can continue to grow responsibly from a social, legal, and political perspective.
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