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1. Executive Summary
After transforming their San Francisco apartment's living room into a makeshift bed & breakfast, Airbnb's founders, Brian Chesky and Joe Gebbia came up with the concept of starting Airbnb. To compensate for the high rent, the couple rented out the area to visitors. In 2008, the two co-founded a website for short-term rentals with Nathan Blecharczyk, which eventually became Airbnb (Mussi, 2017).
In its first open contribution on December 10, Airbnb produced $3.5 billion. The cost of its Initial public offering was $68 per share. Last quarter, the organization acquired $1.34 billion in deals. Having this, it recorded a net benefit of $219 million. (Helmore, 2019)

Aim of the study: 

The current study is directed towards outlining a strategic management plan that Airbnb can adopt for personalising its customer service which can be conducive to enhancing its overall revenue. Thus, Airbnb is the subject of my study & will analyse in-depth by extracting both internal and external factors that affect its revenue as a whole. 


Need of the study: 

Due to the advent of the pandemic, restrictions have been posted on many activities. One of the major activities that have been impacted is travelling and thereby, has a negative impact on the income-generating capability of the firms engaged in the travel and tourism industry. As a result, the current study aims at outlining certain measures that can be adopted by Airbnb practically for boosting its sales and hence, the corresponding revenue. The study is, therefore, directed towards unveiling how efforts for personalisation of customer service can be taken and how it can have positive outcomes for Airbnb as a whole.

2. Market Analysis

In the past three years, Airbnb has maintained its market position. In 2017 it acquired Luxury Retreats for $200 million followed by the acquisition of Hotel Tonight for $400 million in 2019. However, Airbnb has been one of the worst-hit platforms by the pandemic because of which in the year 2020, Airbnb generated a revenue of $3.4 billion, incurring a loss of 30 per cent due to the COVID-19 pandemic. Most of the hosts of Airbnb shifted to long term rentals to keep up with a stable income.

Airbnb utilizes an annual marketing budget of approximately $1billion and makes heavy investments in digital marketing, emphasizing sharing impressive content to its target audience via multiple channels (Yao et al., 2019). 
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Source: Airbnb company website

It can be observed that the revenue had sharply declined in the second quarter of 2020 due to business being largely impacted by the spread of the COVID-19 pandemic as travel came to a standstill. However, towards the third quarter, it experienced a sharp increase in revenue as the pandemic had begun to come under control. A significant increase in revenue has been observed from the second quarter to the third quarter of 2021.

3. Industry Analysis

The dramatic increase of Airbnb to world domination in the home rental industry has led to global competition of acquiring as much of the market share in this sector as possible with companies such as “Booking.com spending more than $5 billion in 2019 on marketing alone.” Since 2010 the market share of Airbnb has significantly increased. 2019 statistics show that Airbnb accounts for upwards of 20% of the overall home rental market at present. With the entire industry valued at approximately $87 billion in 2020, the total revenue of Airbnb is valued at $20 billion. Booking.com and Airbnb are the giants of private accommodation. Booking.com is still fundamentally a platform for booking hotels and holiday apartments while the primary listings of Airbnb include small-time homeowners who are looking for customers to monetize their properties. With both the companies looking to offer “end to end solutions” for the overall travel experience starting from car rentals and flights to hotel booking and restaurant reservations, the competition has been fierce (Yang et al., 2021). 

Expedia which is yet another competitor of Airbnb generated a revenue of $100 billion in the year 2018. As the private accommodations industry started growing faster than the hotel industry and emerged as a huge market, Expedia had begun making its move by establishing its presence in the industry. Eventually, even Airbnb also moved into the business and stated that their service was better for hoteliers than the big online travel agencies like “Booking.com and Expedia.” In fact, Airbnb was charging significantly lower commissions like 3% to 5% from hotels as compared to Expedia which was charging 25% to 30%. As Airbnb continues to grow, hoteliers across the world have started paying more attention to the impact of its success on the overall hospitality industry (Zhang & Liu, 2020). 
Since the beginning of 2007 when Airbnb was founded, its users had increased to more than 220 countries as part of the “sharing economy.” In January 2020 alone, the main website of Airbnb witnessed 91 million visits with 50% of the bookings being from mobile devices. The listings of Airbnb constitute 19% of the overall demand for lodging as compared to other rival companies.
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It has been observed that while the revenues of Airbnb declined by 22% in Q4 2020, those of Booking Holding and Expedia Group went down by 64% and 67% respectively. Therefore, it can be said that the expectations of investors about the revenues of Airbnb were defeated and its overall financial performance improved drastically. The company is comparatively better than its competitors and was less impacted by the challenges of the pandemic. The market capitalization of these three major travel companies as of the beginning of March 2021 indicated that Airbnb has the highest market capitalization of $118 billion which is primarily attributable to its brand value and great PR. It fared better than its competitors as it mainly focused on “what is working at the moment.” rather than trying to encompass every aspect of its services. 
Thus, it can be outlined through the above analysis that Airbnb has hit the rental market with quite a storm. It is essential that Airbnb undertakes new strategies that increases its customer base but also ensure that it attains their loyalty for long term survival.


4. Strategic Analysis of Organisations through External and Internal Analysis


Internal Analysis:

a. SWOT Analysis - Internal 
The table below depicts the SWOT analysis conducted through the statistics analysed above. 
	SWOT Analysis (Internal): STRENGTHS

	1. 
	Industry Leadership: 
On the internet-based home accommodation industry, Airbnb is a leader as it is one of a kind business models.

	2. 
	Price Competitiveness:
It has a significant variation in its market offerings which allows it to keep the price competitive.

	3. 
	Customer Engagement:
It has a strong customer engagement model wherein customers are highly connected through social media cues like Facebook Connect, Wish List, Heart icons, and so on.

	4. 
	Operating Cost:
Since it functions through the internet, the operating cost of Airbnb is relatively lower as compared to its competitors. 

	5. 
	Expansion:
a. The high demand from consumers has provided Airbnb with a chance to expand and develop new markets for equating the relative supply.
· There are more than 150 million guests that are utilising Airbnb’s services. 
· Airbnb’s presence is marked in 65,000 cities which covers 191 countries.
· It has been instrumental in increasing the number of host listings to 3 million from 2017 from 1.8 million that prevailed in 2015.
b. Moreover, the low operating cost is also another advantage that facilitates Airbnb to expand its business. 

	6. 
	Variety of Market Offerings:
Airbnb has a variety in its market offerings due to the diverse price, locations, styles, and experience that comes in each location. Additionally, Airbnb’s business model is founded on the coast of the sharing economy as a result, it promotes authentic local experience for which it has developed the alternative for enjoying homemade food and local tours. Moreover, it has also created the Wish List for allowing its guests to outline their wishes. 

	7. 
	User-Friendly System:
The website and application of Airbnb have a simple interface which makes it simple, easy, and quick to use by guests as well as hosts. 

	8. 
	Dual Business Model:
The business model of Airbnb integrates both suppliers and buyers i.e., the hosts and guests. Thus, it generates its aggregate revenue through both these stakeholders. 



External Analysis:
b. PESTLE Analysis - External 

	PESTLE (External Analysis)

	Criteria
	Opportunities
	Threats

	Political
	
	Political instability in a region wherein guests desire to stay can negatively impact Airbnb’s demand. This is because the regions with political unrest can seem chaotic as well as unsafe to the potential guests which will discourage them from visiting such places. 

	Economic
	Even though with low economic status, Airbnb still facilitates both the host and guests to benefit. This, in turn, facilitates Airbnb to enjoy some economic opportunities as:
a. Hosts: Airbnb is a source of income for the hosts wherein:
· 79.0% of the hosts share the house in which they reside
· 48.0% of the host income is utilised for making utility payments of the household such as rent, groceries, and more.
	If the market sentiments resemble crisis, recession, or depression, the demand for Airbnb will strategically decrease. 

Similarly, the current pandemic which has led to travel restrictions has also resulted in a sudden stoppage or decline of the demand for Airbnb.

	Social
	Cultural Exchange:
Airbnb has a significant opportunity to grow along with encouraging the exchange of culture. 
· 86.0% of the travellers of Airbnb like to experience what the locals feel in everyday life
· 79.0% of the travellers like to explore the place like an authentic neighbourhood. 
	Like political unrest, the prevalence of conflicts between two or more cultures and their practices has a negative impact on demand for Airbnb in that region.  

	Technological
	Because Airbnb is an internet-based company, it has a strategic potential to take advantage of any new technology for increased guest and host involvement and happiness. 
	Technical glitches in the application or website can lead to issues in booking and thereby, negatively impact customer experience.

	Environment
	As Airbnb utilises the existing homes and hotels for accommodation purposes, it does not require building new spaces and thereby, it does not create a burden on the environment by dumping construction wastages. Furthermore, Airbnb asks its guests to create a wish list for those that have environmental concerns.
	People using Airbnb may dump waste here and there in the region for which Airbnb can be blamed by the locals.

	Legal
	
	With the growth of holiday rentals, several nations, such as San Francisco and New York, began to cope with assertiveness. Moreover, several nations are investigating the possibility of incorporating the internal-based home accommodation business into a more tightly controlled legal regulatory framework. Additionally, it can be stated that taxes on online accommodation-sharing businesses have been raised




[bookmark: _53mhmtddk1is]c. Airbnb Porter’s Five Forces Analysis

Porter's five forces analytical framework was developed by Michael Porter in 1979. It illustrates “the five individual forces that shape an overall extent of competition in the industry.” Porter’s Five Forces Analysis for Airbnb has been illustrated as follows:
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i. [bookmark: _s2ilois96q64]Threat of new entrants in Airbnb Porter’s Five Forces Analysis

The threat of new firms entering the travel accommodation industry is quite low. Therefore, establishing a website might help in sufficing the entry into the industry. However, there exist multiple challenges for potential new entrants into the “peer to peer” travel accommodation industry. These include the following:

· The time of entry: The position of the first mover in the realm of e-commerce is often quite advantageous since it makes it harder for competitors to establish their presence in the business. However, finance from investors, competent management, word of mouth, and other factors often play a critical part in assisting rivals to secure and strengthen their market position in global marketplaces. This has also been the situation with Airbnb. Within a few years, the firm rose to prominence as a global leader in the hospitality service market, with over 6 million listings worldwide. However, the danger of new entrants remains, and there is no limit to the number of disruptions that might occur in the market. As a result of this, any new similar company with an innovative idea has the potential to reorganize the market if the idea is in alignment with the needs and wants of the customers.

· Capital requirements: The capability of a rental company to raise capital is a critical success factor. Following a USD 20,000 investment from Y Combinator in 2009, the founders were able to raise an additional USD 6,00,000 from Sequoia, USD 120 million from several additional investors in 2010, and USD 450 million from TPG Capital in 2014. Later, it raised more than 2.5 billion in the next few years. Since the establishment of the company in 2008, it has attracted higher amounts of funds than its competitors. Securing funding from investors would be difficult as the niche market has already been acquired by Airbnb.

· Legal and regulatory barriers: Due to the disruptive nature of its business Airbnb has been constantly experiencing multiple legal and regulatory restrictions in the global business environment. However, Airbnb works with governments across the globe to clarify these laws and protocols to provide a better understanding of the various laws. In some cities like “Los Angeles, New York City, Santa Monica, Las Vegas, and San Francisco,” the Airbnb services are still illegal. Since Airbnb has several resources and experiences to deal with a large range of legal matters, there will be limitations on the entry of new firms, and this can act as an entry barrier.

ii. [bookmark: _k7cvjqyvgi3j]Rivalry among existing firms in Airbnb Porter’s Five Forces Analysis

Fierce rivalry exists among the companies in the lodging industry. Rivalry occurs among the existing firms due to the following reasons:

· Growth rate of the industry: The below graph illustrates that the number of users of sharing economy has been increasing continuously across the world and in 2019 it reached 737 million and this trend is expected to continue. This impressive growth in the industry will help in attracting new market players thereby intensifying the rivalry among existing firms. 
[image: ]
Source: Business research methodology

· Diversity of competitors: Looking at the popularity of Airbnb a large range of competitors started positioning themselves in provisioning personalized customer care to the customers, pioneered by Airbnb. However, it is important to understand that Airbnb is the uncontested global leader in offering personalized customer service as it has taken up several measures to make the “home share model” reliable, secure, safe, and culturally acceptable than any other service provider. 
· The role of brand equity: “Airbnb has been privately valued at USD 35 billion and such a high level of equity is a clear indication of the brand as the leading lodging colossus at the global scale” (Dudovskiy, 2019). 

iii. [bookmark: _fhn87prm7r7y]Bargaining power of buyers in Airbnb Porter’s Five Forces Analysis
In the lodging industry, the bargaining power of consumers is moderate. In the case of Airbnb, due to its personalized customer care service, it is still very much in demand across different income groups of consumers such as the middle class, the upper class as well as the backpackers who wish to rent a room that is unique. However, there still exists multiple factors that limit the bargaining power of consumers such as:

· No direct substitution: There exists no direct substitution for “peer to peer” lodging services despite the existence of indirect substitution such as traditional hotels and hotels for rental experiences across the globe. In other words, lodging services like Airbnb offer advantages such as personalization of customer care tailored to meet the demands of customers of all kinds such as having independent kitchens and amenities, location in residential neighbourhoods and the availability of more space at a cheaper price. Traditional hotels and hostels do not have the ability to offer such experiences and therefore cannot be substituted for those travellers who demand such advantages.

· Size and concentration of consumers in comparison to suppliers: There are millions of consumers across the world but only a few reliable and trustworthy hospitality industry companies exist. Therefore, the size of the consumers is significantly larger than the number of Airbnb listings which imposes certain limitations on the bargaining power of the customer.

· The propensity of consumers to go for substitute products and services: The propensity of consumers to shift to other substitute lodging services is very limited as Airbnb provides such personalized experience which cannot be found in traditional hotels and hostels

5. Outcomes of the Internal and External Analysis:

The several analyses conducted confirms one common phenomenon that consumers may be deceived. The listings on the website may have pictures of the site that may not match with the actual condition of the site. This scam may not only hamper the future decision of the existing consumers that have such negative experience, but it may also affect future consumers from choosing Airbnb. In this era of social media, news can spread like wildfire. As a result, negative experiences of the consumers may result in a negative word-of-mouth for the company. 
Further, it is found that con hosts listed on the website can negatively affect the business of the company. For instance, they may cancel the stay within 24 hours of reservation or never show up on the listing. They may host fake onsite damages made by the guests and make fake claims for Airbnb to compensate for. Moreover, fake emails, websites and offers can con the consumers in the name of Airbnb. At times there can be hidden cameras, hostile hosts, unsafe amenities and even bug infestations. Finally, the hosts may showcase racial, disability, LGBTQ, or other discriminations which will result in a negative experience of the consumers. This showcases that there is a lack of safety for Airbnb guests on site.

The findings have also highlighted that Airbnb lacks social and political relations with the countries wherein hosts are listed. Due to shortage of houses and increasing costs of rents or home prices, governments of some countries have taken significantly bold steps to eliminate rental services like Airbnb. Some of the major cities of the world like Paris, Barcelona, Berlin, Santa Monica and New York have banned services provided by the likes of Airbnb. Yet, there are still illegal listings in many of these countries. This further deepens the crack between Airbnb and the governments of these countries (Deane, 2021). Based on these limitations and challenges, the following section will highlight the several strategies that can be adopted by Airbnb to provide better personalised customer care. 

6. Critically Evaluating the Strategic Options for More Personalised Customer Care:
 
· Enhancing Customer Loyalty and Building their trust:
Companies can ensure their survival for a longer period of time if they attain customer loyalty. However, attaining customer loyalty isn’t an easy task. For this purpose, Airbnb should create a committee that inspects each listing on the website through a mystery shopper model by posing as a customer. This will help them in knowing the actual experience and service at the place and thereby, work upon the gap in the listing and the actual experience that hampers the overall trust of the customers.

· Resolving Issues of the Customers Without Allowing them to Raise it 
Many customers experience significantly good quality treatment after they have raised an issue. Nonetheless, once customers have an issue, they will form a negative perception about the company and its services. Thus, it becomes crucial for the company that it resolves or rather focuses on ensuring that customers do not get a chance to raise any kind of issue. For instance, in the case of Airbnb, the company can warn the customer priorly of the rules of cancellation and the deadlines within which the customer can get an appropriate refund. Additionally, inspecting the sites can help in understanding the key issues that customers encounter and thereby, those issues can be prompted by the company to the customer so that they do not feel cheated. On similar lines, necessary actions must be taken to resolve the issue faced by the guest on the property. Delay in responsiveness can lead to frustration and hence, negatively affect customer experience. 

· Customised responses as opposed to Recorded responses
Many companies utilize the Interactive Voice Response (IVR) system for managing the issues of the customers. This system is conducive to managing multiple calls and reducing the time spent by the company’s customer care officials on understanding the major problem. However, the never-ending cues of pressing different alternatives to proceed and discuss the actual issue can hamper a guest’s vacation mood and experience. For this purpose, the companies should allocate more individuals that can directly discuss and resolve the issues of those customers that are already residing on the venue. This will provide them with a sense of responsibility from the company and reduce the time that the IVR takes in figuring the exact issue for which they are calling. Also, an Omni channel solution should be delivered. Using AI/ML identifying the right communication channel per customer type is the game changer. This might be web chat, Messenger, Email, IVR, Website self-serve. More-over, each customer’s query should be summarized for each location and for their account profile. This will help in understanding if multiple customers are facing similar issues with the same location or if the particular customer has a significant issue with a particular phenomenon in different locations.

· Establishing Collaboration on Customer Data Across Departments
Most organisations would struggle to satisfy customer expectations in any of these three areas without improved coordination and integration across service, sales, and marketing operations, as well as major IT assistance. Airbnb should strive to create feedback loops and break down silos in order to foster the openness necessary to construct whole individual customer profiles and lead customers through touchpoints with the company. For example, if customer service is aware that a passenger has reserved a specific location on a specific day. As a result of the partnership with sales, the organisation may reach out to the visitor on a proactive basis to confirm order progress and identify the exact reason for their stay. Based on these minor enquiries, Airbnb may notify the host and make the appropriate personalised arrangements to ensure that their stay experience is enhanced.

· Developing Robust Customer data for Interpreting their Potential Requirements
Creating clean client data is a significant barrier to creating full customer profiles. Historically, most firms’ customer data has been duplicated, conflicting, and dispersed across systems and activities. The "sources of truth" for data are not always obvious, and different systems may be able to alter the same customer record. Consequently, the majority of the consumer data remains unstructured, making it a complex task to extract insights. As a result, Airbnb should aim at building robust customer data that cannot only predict their future requirements but also help in providing personalised customer treatment for their every stay.

· Adopting Change Management for adjusting to the “New Normal”
Since implementing business change is never simple, it is critical to have a change management plan focused on a single aim. Airbnb may start by identifying the right stakeholders, categorising them based on the amount of effect and scope of change they can undertake, and modelling them on a change engagement matrix to determine who to involve, engage, and keep in the loop. In order to provide effective solutions for rewarding positive behaviour, Airbnb has to better understand the underlying mindsets that drive host behaviour. Apart from compliance, the goal is to instil a true commitment to the guest experience. In light of the Covid-19 dates, Airbnb should conduct a preliminary poll to better understand the changing demands of travellers and hosts. Based on these features, Airbnb must employ creative approaches that benefit both the visitors and the hosts.

· Decrease Customers’ Urge to Call
Resolving the issues of the customers proactively or contacting them personally can substantially reduce the volume of calls that reaches the contact centre of Airbnb. The repeat calls and average handling time can be reduced by improving the prediction of intent and resolution of the first call. The digital platforms of Airbnb and other such lodging providers can also reduce the need of customers to call and shift towards the capabilities of digital service. Due to the COVID-19 pandemic, this move has also accelerated as social and physical distancing requirements have come into place. Airbnb makes reservation confirmation through emails and SMS and provides all the check-in details and instructions through the same, thus making it highly convenient for consumers and reducing the need for them to make frequent calls (Oskam & Boswijk, 2016).

· Control Costs
Conventional customer service is the same for all guests. However, Airbnb generally develops predefined solutions for all dissatisfied customers. They individually tailor solutions to meet the demands and needs of individual customers, might incur a minimal cost to their company, for example instead of offering a gift card they would simply offer an apology. As a result of this, the costs are highly reduced. Furthermore, one of the most important measures of reducing costs emerges from the elimination of the “Airbnb marketing” which should keep roughly $800 million in the coffers of the company until the end of the pandemic and rebound bookings (Roach, 2018). 

· Revenue Enhancement
Individual customer profiles also enable corporations to use a "needs-based strategy to selling," and replace the conventional "one-size-fits-all approach" such as travelling down the aisle of an aircraft with a credit-card offer with individualised outreach that has better acceptance rates. As a result of adopting a "needs-based strategy" and significantly reaching out to clients at the right time with the right service, some firms have seen a 30% boost in revenue or more. Aside from that, Airbnb property owners may "diversify the potential cash streams" created by their own houses. Another advantage of Airbnb that might lower its expenses and raise its income is the "extra-economic activity" that could occur if the growth of Airbnb leads to an increase in tourists to a town or city (Haywood et al., 2017). In addition to the money earned by property owners, income might also be generated by the travellers as they spend money on other activities such as grocery stores, restaurants and the like (Jelski, 2021). 

· Reduce Unnecessary Hassles:
Preventing issues or eliminating them completely if possible is one of the major objectives of Airbnb so as to offer its services smoothly. Motivated customer service provided by Airbnb helps in preventing issues before they even get to take place. For example, it makes use of “back end analytics” to track the performance of computers and observes that certain systems have been experiencing slower performance than usual as a result of undone software updates and so on. The helpdesk of Airbnb takes a number of measures to fix all the problems beforehand in order to offer the best solutions and hassle-free experience to the customers (Oskam & Boswijk, 2016). 

7. Recommendations 
From the findings of the study, it is affirmed that Airbnb offers a great cost affordability to its users. Nonetheless, the deceptive listings by the hosts about the site may negatively impact customer experience. Moreover, the political issues with the local governments due to lack of compliance with the laws and other issues, the business Airbnb may be negatively impacted. For this purpose, the study recommends the following measures that can be undertaken by Airbnb for increasing its revenue and providing a better personalised consumer care:

1. Inspect the amenities of the listing and behaviour of the hosts through mystery shopping. 
2. Delist hosts that the consumers have frequently complained about.
3. Provide tailor amenities according to the needs of the consumers. 
4. Use appropriate pricing strategy and avoid levying multiple charges that may increase the cost of stay for the customers. 
5. Offer add-on goods and services.
6. Indulge customers to provide feedback about their experience with Airbnb for loyalty points that can be redeemed on further stay.
7. Create a separate hotline for customers that are planning to use Airbnb and those that have queries after reaching their destination. Provide an Omni-Channel Customer service solution i.e., Chat, Messenger, Website Self-Serve. 
8. Lay down guidelines for minimum standards for service quality.

8. Conclusion and Expected Outcomes:
Although Airbnb has significant shortcomings due to the very nature of its business model. Nonetheless, the company is a leader in its market dimension and can improve strategically well through adoption of certain measures that can address the key areas of concerns. Moreover, personalised customer care is the need of the hour for every business and Airbnb is no different from it. As a result, for Airbnb to increase its revenue and ensure sustainability in the market, understanding the changing demands of the consumers and thereby, planning initiatives will significantly transform its current business outcomes in a positive manner.  The adoption of the above strategies will result in the following expected outcomes in the next 3 years. 
1. Decrease in the complaints made by the customers about deceptive listings by 20%. 
2. Increase in the customer base by 30%. 
3. Increase in the overall listings around the world by 11%. 
4. Increase in the market share by 5%. 
5. Increase in repeater guests by 50%. 
6. Increase in the customer satisfaction level to 90%. 
7. Reduction in compensation to consumers due to deceptive listings by 12%. 
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