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[bookmark: _Toc91788027]Executive Summary
With the COVID-19 pandemic, the tourism and hospitality industry has been hit hard across the globe. Even the most popular online peer-to-peer accommodation service, Airbnb, faced a significant drop in bookings. This report first analyses the present market situation of Airbnb using different models. The external factors are analysed using the PESTEL framework and the internal factors are analysed using Porter’s 5 forces model. Based on these, the SWOT analysis of Airbnb is presented. Thereafter, the marketing strategy of Airbnb is studied using segmentation, targeting, and positioning as well as the 7Ps of the marketing mix. 
Based on the report, it can be concluded that Airbnb needs to focus on promoting more of its domestic offerings and long-term stays until the pandemic considerably subsides. It should work on providing more unique experiences to its customers to keep itself differentiated from its competitors and substitutes. With a change in consumer spending patterns and focus on health by both hosts and customers, it becomes imperative for Airbnb to adopt and implement innovative measures as well as continue to support its partners and customers to sustain its competitive position. 
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[bookmark: _Toc91788029]Introduction
The COVID-19 pandemic has had an unprecedented impact on different business sectors across the globe, including service-oriented sectors such as the tourism industry. In fact, the tourism industry was one of the most severely impacted sectors (UNWTO, 2020). As a result of borders being sealed by the various governments, fear of the virus and the stringent measures imposed by local and national authorities (Ren, 2020), the flow of domestic and international tourists decreased significantly. Subsequently, the tourism sector also had to face its biggest downfall (Stankov, Filimonau and Vujičić, 2020). In the wake of the COVID crisis, even well-known online accommodation platforms like Airbnb, an online lodging marketplace with headquarters in San Francisco, were hit hard (Abril, 2020). Airbnb has 5.6 million active listings spread across more than 220 countries all managed by local hosts (Deane, 2021). This report aims to conduct an internal and external analysis of Airbnb using different situational analysis models and understand its marketing strategies based on different marketing concepts, considering the impact that the pandemic has had on the company.
[bookmark: _Toc91788030]PESTEL Analysis
Several external factors can shape opportunities or pose threats to a company (Kotler and Armstrong, 2018, p. 96). A PESTEL (Political, Economic, Sociological, Technological, Environmental and Legal) analysis helps to identify these key external factors that can impact Airbnb’s business growth prospects. It can help to understand the long-term trends based on which several strategic decisions can be made.
Political:
Airbnb’s marketing decisions are significantly impacted by the political environment of the 220+ countries in which the company operates (Kotler and Armstrong, 2018, p. 108). It needs to abide by the various applicable regulations and laws. Over the years, Airbnb has had to face legal issues at some of its locations. Certain American and European cities such as New York, New Orleans and Barcelona have imposed restrictions on and fined Airbnb for working contradictory to their tourism laws and running illegal hotels (O’Sullivan, 2018). Some locations are supposed to pay tourist or hotel taxes while renting out their homes during holidays (Airbnb, 2021). With new regulations and restrictions being imposed by the different governments due to the pandemic Airbnb needs to ensure that they adhere to each state’s housing guidelines. 
Economic:
Economic factors impact consumers’ spending patterns and purchasing power (Kotler and Armstrong, 2018, p. 103).  Similar to Uber, Airbnb has proved to be a leader in the shared economy industry (Penn and Wihbey, 2016). With the worldwide spread of the pandemic, reduction in disposable income and the impending fear of economic recession, Airbnb’s guests started cancelling their reservations or were not making new bookings (Dolnicar and Zare, 2020), which resulted in a decrease or stagnation of occupancy rates. To maintain goodwill with its customers and hosts, it instituted a blanker refund policy that allowed for full refunds even for last-minute cancellations and pledged $250 million for reimbursing its hosts for cancelled stays. Airbnb also started a $10 million fund to help with the payment of their mortgages (Yohn, 2020). 
Sociological:
Airbnb is a completely social business that believes in combining societies, cultures and communities. With the perception of risk playing a significant role in tourist decisions (Tang and Tan, 2016), travel decisions became a high-involvement product. As the pandemic impacted international travel plans and subsequently revenues, Airbnb was quick to refocus on its core business of home rentals and promoted domestic travel. It also streamlined its ancillary offerings including its conventional luxury and hotel property listings and “Experiences” initiative. Apart from refunding its customers and reimbursing its hosts, to dispel fears of customers it introduced “Enhanced Cleaning” procedures and their hosts were suggested to increase the duration between guest stays (Yohn, 2020). 
Technological:
Technologies can provide exciting opportunities for companies (Kotler and Armstrong, 2018, p. 106). Airbnb’s functioning completely depends on technology as it is one of the biggest platforms to connect people across the globe. Technological aspects like easy booking, smooth functioning of the website and mobile app, multiple payment modes, cancellation alternatives, 24/7 customer support, reliable authentication and verification system, automated replies and strong messaging system are crucial for the effective and smooth functioning of Airbnb. It has a very effective system of assessing customer reviews and feedback. It is also using AI and automation tools to connect hosts with guests and give unique digital experiences to customers during the pandemic (Glusac, 2020; Mcelroy, 2020). 
Environmental:
Unexpected developments in the physical environment such as the COVID-19 crisis can impact companies and its marketing strategies (Kotler and Armstrong, 2018, p. 104). Airbnb’s home-sharing model has been perceived as one of the most sustainable alternatives for travel since its launch (Hoffman, 2020). Sustainability has gained prominence during the pandemic. Most of its hosts have started using sustainable hosting techniques such as recycling, using green cleaning products, motivating guests to use bicycles or public transports, composting, among others.  Compared to hotels it has been successful in reducing energy usage in Europe and America by lowering greenhouse gases, waste avoidance, enhanced environmental awareness and less water consumption (Airbnb, 2021). 
Legal:
As Airbnb operates in many countries, it needs to comply with a unique set of housing regulations and taxation laws in each of these regions, which proves to be quite difficult and has resulted in court proceedings and lawsuits in many places (Carville, Tartar and Lin, 2020). Airbnb expects its hosts and guests to comply with the local tourism and housing laws and regulations. 
Thus, based on the PESTLE analysis, it can be concluded that the need to comply with various rental regulations, political pressure and cope with net losses incurred during the pandemic constitutes major problems to be overcome by Airbnb. Along with these, it is essential to identify the important elements within its microenvironment.
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Porter's (1979) five forces model is considered one of the best ways to measure and analyse competition as its five aspects apply to every industry (Porter, 2008) and can help to understand the industry as a whole (Goral, 2015).
Threat of New Entrants:
In the peer-to-peer (P2P) lodging industry the threat of new entrants is comparatively low as theoretically having a website is sufficient enough to enter the industry. However, there exist several other barriers that hinder the probable entry into this industry. Airbnb has a first-mover advantage similar to other internet-based giants such as Uber, Facebook and Amazon and has spread globally within a few years (Airbnb, 2021). Its brand value and existing network make it difficult for any new entrants to take away its market share. Due to decreased spending on travel in the pandemic and the cost involved to develop a similar brand name, the barriers to entry are considerably high. Moreover, it may be difficult for new entrants to match Airbnb in terms of experience and resources required to deal with a wide range of legal issues, which can prove to be a major entry barrier (Hamed, 2019). 
Competitive Rivalry:
The rivalry amongst competitors is impacted by the industry's growth rate, the role of brand equity and the diversity of competitors (Porter, 2008). The rate of growth in the sharing economy model is increasing globally, which is quite attractive for new entrants and intensifies competitive rivalry (Yaraghi and Ravi, 2017). Even though Airbnb’s growth has been tremendous in the last decade it has to face many high-quality competitors such as HomeAway.com, Tripping.com and OneFineStay.com that use similar networks and websites. Moreover, some competitors are niche service providers such as TurnKey.com, Vrbo.com or Flipkey.com who pose a threat to Airbnb’s business. However, its brand equity and value in the global rental and experiences industry earned over time helps it in ensuring higher profit margins and higher sales compared to these competitors (Brand Equity, 2019; Schleifer, 2019). 
Bargaining Power of Buyers:
This aspect refers to the probability of bargain or being influenced by customers (Porter, 2008).  Compared to hotels/hostels, P2P lodging offers the advantage of kitchens and other facilities, more space at affordable rates and locations in the neighbourhood. As there are very few direct credible substitutes to P2P lodging, the bargaining power of customers is limited. However, as the switching cost is lost the customers still do have the option to select from a wide range of service aspects such as host ratings, price and location. Due to the pandemic with reduced demand and a variety of options for rent available at reduced prices or better offers, buyers do stand to have bargaining power. 
Bargaining Powers of Suppliers:
For Airbnb, its suppliers are the hosts who rent out their properties to travellers. Airbnb works in close cooperation with hosts to avoid problems with clients. Due to the company’s brand and model of business the bargaining power of suppliers is negligible. Moreover, due to the pandemic resulting in cancellations and the company coming up with a reimbursement package for hosts their bargaining power remains low (Yohn, 2020). 
Threat of Substitutes:
For Airbnb, alternative services include conventional hotels, hostels, bed and breakfast accommodation and Couchsurfing. To attract socially responsible millennials who prefer cosy and comfortable settings and more functional applications similar to what is provided by Airbnb at affordable rates, hotels and hostels have also changed their portfolios to some extent (EHL Insights, 2020). Despite these, still, only a few substitutes exist. However, due to the pandemic people who spent on travel have shed their travel plans temporarily and shifted to other forms of entertainment such as Netflix and gaming. As a result, all of these apply downward pressure on Airbnb’s business. 
Based on the above internal and external market analysis of Airbnb, SWOT (Strengths, Weaknesses, Opportunities and Threats) for Airbnb’s situation can be identified (Kotler and Armstrong, 2018, p. 79).
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	Strengths
· Strong global presence in 220+ countries built by thinking glocal
· Provides a range of affordable renting alternatives with additional facilities compared to hotels and other substitutes
· A user-friendly and personalised website 
· Provides excellent 24*7 customer service
· Strong social media presence that enables them to connect directly with customers
·  The local experience offered to customers is the main differentiator compared to other lodging options
· Proved to be a great support for hosts and customers during the pandemic, thereby maintaining goodwill
· Offers a sustainable alternative to travellers
	Weaknesses
· Violation of housing laws and regulations in different regions
· No control over the quality of service provided by hosts, which can threaten their reputation and profitability
· Easily replicable business model
· Controversies and fines imposed have affected the company image

	Opportunities
· Expansion of services by introducing new services such as travel guides, hiking, etc, for its customers or providing car rentals
· Promote domestic, sustainable travelling options
· Harness the support offered by celebrities, either from the position of the host or guest
· Continue to associate with major sporting events like the Olympics
· Expand in China - the world’s largest sharing economy
· Use technology to target customers
	Threats
· Need to follow different local housing and tourism laws and regulations
· Competitors like hotels, hostels and niche service providers like Tripping.com, Vrbo.com and Flipkey.com
· If guests harm property, it can damage the relationship with hosts
· Pandemic is not yet completely over
· Fear of virus and economic recession still exists
· People shifting to other forms of entertainment



Based on the above analysis, Airbnb can adopt the following customer value-driven marketing strategies.
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STP constitutes the very essence of strategic marketing (Kotler and Armstrong, p. 212) for Airbnb.
Segmentation
Airbnb has to deal with two niche customer segments at the same time, namely the hosts and the guests. In terms of hosts, for Airbnb, seniors across the world who would like an additional income or want to meet new people are considered the fastest-growing demographic segment. The guests of Airbnb comprises mainly millennials (60%) who are looking for an affordable alternative to hotels, a home-like atmosphere and a great local experience. These are mostly budget-conscious travellers in the age range of 18-45 years and are tech-savvy (The Zebra, 2021). In the last few years, the company has also aimed to attract a wide range of customers by targeting more LGBT couples, young families (Ice, 2016) and even high-end travellers (Robertson, 2017). However, its most important customer segments are still generation Z and millennials. Segmentation can, thus, help Airbnb to identify and plan its promotional activities as per the specific customer segment (Kotler and Armstrong, p. 213).
Targeting
Airbnb needs to adopt a differentiated marketing strategy for its two distinct segments (Kotler and Armstrong, p. 222). It needs to develop a customised service offering and marketing plan for each segment. Socially responsible target marketing will help Airbnb narrow down its vision and plan an impactful customised message. Airbnb targets its travel customers by offering affordable rental options accompanied by a more sustainable, healthy, diverse, local, inclusive and authentic experience (Busche, 2017).  Airbnb’s association with these higher values, fulfilment of its commitment and differentiation of its offers have and will help to establish a distinct position in its customers’ minds. Airbnb has successfully targeted and connected with the right kind of suppliers with hosts who want to decrease their living expenses and are ready to provide their homes at low costs for an additional source of income and could meet the needs of its customers.
Positioning
Airbnb has positioned itself as a reliable, sustainable and cost-effective partner for travellers and hosts. As its model involves the meeting of strangers, security issues have been considered (Airbnb, 2021). In this pandemic, it should focus on being one that emphasises cleanliness at its rental properties to dispel the fear of travellers along with being the pioneer of home-staying to bolster its ranking in the hospitality business. Along with STP, it should cautiously employ the 7 Ps of the marketing mix.
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Airbnb can employ the following set of tactics to motivate and promote potential customers to buy their service (Kotler and Keller, 2016). 
Airbnb’s Products and Services
Airbnb provides an online platform for people to find affordable short-term accommodation. It offers different types of listings each of which provides a distinct type of living space with different amenities (Airbnb, 2021). The measures taken to ensure the safety of hosts and customers need to be highlighted. Long-term rentals and domestic offerings should be promoted (O’Sullivan, 2020). Compared to Airbnb check-in is easier in hotels with concierge services, which needs to be worked on. It also provides free Open Homes that allow people to stay if required. However, Airbnb does not own any of its rental properties. It should continue with its product concept and focus on how its various offerings meet the needs of different kinds of travellers and hosts (Kotler and Armstrong, p. 275).
Pricing Strategies of Airbnb
Airbnb has a differential fee structure such as the Split-fee structure wherein both the hosts and guests are charged a fee and the Host-only fee structure wherein the hosts pay the entire service fee. Even though Airbnb has adopted economy pricing, this may not be true when the guest service fee, cleaning fees and taxes are combined (McCamy, 2019).  This could easily override the cost-benefit offered by Airbnb compared to its competitors. In the context of the pandemic, it should ideally adopt a demand-oriented or competitor-oriented approach based on the market (Kotler and Armstrong, 2018, p. 344). 
Place
Airbnb offers its services in more than 220 countries and regions; it has more than 6 million listings of different living spaces spread across major cities and offers different kinds of experiences.  It provides the ease of booking for any of its listings through its website and smart phone app. It should associate with other sites during this time to increase its visibility and booking prospects. 
Airbnb’s Promotional Strategies
It should continue advertising on different platforms such as social media, YouTube and TV advertisements. It had halted its marketing expenditure to save $800 million in March 2020 to balance the losses that resulted from the global economic crisis (Franklin and Vengattil, 2020). However, it should resume its integrated marketing communication campaigns through digital marketing, sponsorships, direct marketing, community marketing and public relations and project itself as a more sustainable and affordable option that is customised for each market. It should use a combination of both push and pull digital marketing. Based on social media analytics, it should employ a push strategy by displaying its ads on relevant websites and blogs. 
Airbnb’s People
Airbnb has more than 4 million hosts offering accommodations to guests. Some of its hosts are called Superhosts as they have long-term industry experience and can help new or other hosts dispel their doubts about renting on Airbnb (Airbnb, 2021). 
The company should continue to highlight the experiences offered to its guests through different mediums. How it ensures financial and health security of both its hosts and customers as per Maslow’s (1943) hierarchy of needs need to be emphasised in its marketing campaigns at this time. 
Airbnb’s Processes
Airbnb offers an easy process of booking accommodation or becoming a host through its official site or app for each country. It also provides an excellent 24*7 customer support service.
Physical Evidence of Airbnb
As the services offered by Airbnb are high-involvement for both the customers who want to have a good holiday experience and hosts who rent out their personal properties to strangers, the company needs to ensure that the concerns of both are met. Customers should feel good about the amenities offered (affective component) so that they have an overall positive cognitive impact and will likely refer it to others or opt again for service (conative component). 
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Based on the above report, it can be concluded that Airbnb has a good score as per Parasuraman, Zeithaml and Berry's (1988) five-dimensional SERVQUAL model that measures customers' experiences based on tangibles, reliability, responsiveness, assurance, and empathy aspects. Due to the pandemic, the purchasing behaviour and consumer demands of Airbnb have radically changed. Hence, it has become essential for the company to innovate its marketing strategies to maintain its leading position in the hospitality sector. As health security has gained prominence, Airbnb needs to concentrate more on domestic travel and long-term stays and continue with its special offering package for both its hosts and customers. 
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