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Executive Summary
Prosperity and Resilience are fundamentally important principles of making a successful business in the modern world. Airbnb’s business level strategy and competitive strategy can be impacted by a range of internal and external elements that are out of the company's control. The effectiveness of Airbnb's strategies can be influenced by the company's own strengths and limitations in terms of its operations as well as how well it responds to threats and opportunities coming from the outside world. The performance of a company's strategy is also influenced by external circumstances, particularly how well and how quick they adjust to these changes.

1.0	Introduction
1.1	The Background of Airbnb
Since starting its globalization efforts in 2011, Airbnb has entered the lodging market in most the world's countries, making it the current market leader in the home-sharing sector. In the living room of their San Francisco apartment, roommates Brian Chesky and Joe Gebbia launched ‘AirBed & Breakfast’ in 2007 after they realized every hotel room in the city was fully booked due to the large number of attendees at the nearby Industrial Design Conference. With the youngsters noticing potential in the lack of hotel rooms and both roommates being unemployed and struggling to pay their rent, they were seeking a means to make some additional money. After purchasing a few airbeds, they set out to start their new business venture called AirBed and Breakfast, they charged their services at $80 per night which offered guests a place to stay as well as breakfast in the morning. The plan worked and shortly after, their first three guests were sleeping on their floor (Jasper, 2019).
[bookmark: _Int_CQGIJwvx]Chesky and Gebbia recruited their friend Nathan Blecharczyk to join them in 2008 where they made a website for AirBed & Breakfast and called it Airbedandbrekafast.com, which was eventually shortened to Airbnb.com shortly after. Airbnb.com is essentially an internet marketplace where property owners can rent out either their homes or even individual rooms to guests. Additionally, the company has grown to include ‘experiences.’ Airbnb, 2017 described Airbnb experiences as one-of-a-kind activities that are created and hosted by locals. Experiences as opposed to standard tours or workshops go beyond the actual activity. Through their enthusiasm, they provide a look into the world of the regional host. When hosts provide their visitors with insider knowledge, extraordinary abilities and access to neighborhoods and communities that visitors would not be able to find on their own, they build enduring bonds and create priceless memories. In order to start its international expansion, the company opened its first office in Hamburg, Germany, in 2011. Even though it was once a privately held firm, the business opted to go public in 2020. Airbnb earns money by charging hosts and visitors service fees rather than by actually owning the properties that are advertised on its website (Lock, 2022).
1.2	Objectives of the report
The goals of this research are to create a thorough analysis of Airbnb.com's internal and external environments using academic theories and models, which will highlight characteristics of sustainability and resilience. The analysis will incorporate a stakeholder analysis and be based on appropriate academic models and theories. This report will be a thorough and critically reflective piece of work that not only supports the relevant data that has been made public about the chosen organization, but also effectively links to the relevant academic literature.
1.3	Competitive Strategy
A company's competitive strategy is a long-term plan developed to provide it with a competitive edge over its rivals in the market by utilizing tools like cost and differentiation. It aims to establish a defensive position within a sector and deliver a higher return on investment. When consumers are offered nearly identical products and the business is highly competitive, these types of methods are crucial (MBA Skool Team, 2022).
[bookmark: _Int_RhBQptAf]Whether a company's profitability is higher or lower than the sector average depends on how it measures up against other businesses in the same sector. A durable competitive advantage is the key building block for above-average long-term profitability. The two primary types of competitive advantage that an organization might have are low cost or differentiation. Cost leadership, differentiation, and focus are the three main tactics for achieving above-average performance in an industry. These tactics are based on the two primary types of competitive advantage and the variety of tasks a company tries to complete them with. There are two variations of the focus strategy: cost focus and differentiation focus (IfM, 2016).
Bowman’s Strategy Clock can be viewed as an extension of Porter’s generic strategies. It is a complete, easy to use tool that offers alternatives for positioning within a market depending on price and perceived value. It is also frequently alongside tools like the Ansoff Matrix (Lucidity, 2022).
A SWOT analysis can evaluate the competitiveness of a company's position and can also be used in the development of planning strategically. It represents strengths, threats, opportunities, and weaknesses. Although internal and external factors are analysed in a SWOT analysis so is the current condition and any predicted future events. A SWOT analysis is designed to help a business look at the advantages and disadvantages of their business, its efforts, or its industry in a practical, fact-based, and data-driven way (Kenton, 2022). A SWOT Analysis also helps a business to build a competitive business strategy by identifying the positive aspects of the business and improving the negative ones. Additionally, it helps a business to foresee any future problems and develop a strategy for these problems before they arrive.
To evaluate the business environment in which a firm operates, the PESTLE analysis model is widely utilised. The framework's previous name was Political, Economic, Social, and Technological (PEST) analysis; more recently, the framework's scope has been expanded to incorporate environmental and legal factors. (Peterdy, 2022).
1.4	Business Level Strategy
A business level strategy can be summed up as a comprehensive plan that includes a company's policies, aims, and actions with the emphasis on how to give value to customers while keeping an advantage over competitors. A business's position in its industry and the direction of its profitability are determined by its business level strategy. It will also affect how well a company can serve its customers (Pytlik, 2019).
The five various definitions of (or approaches to) developing strategy that make up Mintzberg's five Ps of Strategy. He originally presented the five Ps of strategy in text in 1987. The five Ps represent several approaches to strategy; Plan, Ploy, Pattern, Position, and Perspective (Gordon, 2022).
In 1987, Henry Mintzberg outlined five goals for organisational strategy. He refers to the plan, pattern, position, perspective, and ploy as the "5 P's of Strategy." The five components can help a company or group create a more successful plan. The strategic plan takes the long view, is future-oriented, and includes several organisational elements. Even while competition will always be an issue, it would be flawed to create strategies that are only focused on it. Plans should take organisational culture into account in addition to other possibilities and trends inside an organisation. (Mulder, 2018).
[image: ]
(Consuunt, 2022)
2.0	Main Findings
2.1	General overview of Airbnb’s Strategy
Airbnb benefits from three key competitors: strong branding, network economies, and the capacity to recruit and retain the greatest personnel in the world (Hendelmann, no date). Airbnb’s mission statement is “to contribute to the development of a society in which anybody may feel at home anywhere and where individuals can live somewhere rather than simply visiting.” (Comparably, 2022).
The core principles of Airbnb are:
1. The Airbnb community is built on a sense of connection and belonging.
2. Due to their creativity, Airbnb are able to envision new possibilities for others.
3. Airbnb believe that they have a responsibility to all of their stakeholders (Airbnb, 2021).
2.2	A detailed Strategy Analysis – Porter's Generic Strategies
In order for Airbnb to outperform their competition, they must have a defined path of action. There are four tactics used by Michael Porter that a business or organization can select from and utilizing these Generic Strategies will help decide on the direction that the organization is going in. The four strategies to select from are:
· Cost Leadership strategy
· Differentiation
· Cost Focus
· Differentiation Focus (Kuijk, 2018)
[image: ]
(slidemodel.com, no date)
Airbnb adopt a differentiation strategy where they concentrate on being a company with unique qualities that set them apart from their competitors. Airbnb are aware of and responsive to the needs and desires of their stakeholders, which gives them an advantage compared to their competitors (Indeed Editorial Team, 2022). Gallagher, 2017 backs up that Airbnb uses a differentiation strategy by focusing on being unique when she says “there was something different about Airbnb... One difference was that it was designed differently... they made the concept of sharing a space while the host was present popular... Airbnb's inventory was also renowned for its eccentricity: anybody could upload any space... Simply being an urban company was one of the greatest ways Airbnb stood apart from its rivals.”.
Even though differentiation strategy is the main generic strategy that Airbnb uses, some level of cost leadership strategy has also been used. Compared to more standard hotel company models, Air BnB's service concept is unique. According to its model, homeowners let tourists stay in their homes. Both the supply and demand gaps have been closed thanks to this model. It has on the one hand, increased demand for these services by lowering the cost of lodging, and, on the other hand, it has closed the supply gap by securing plenty of lower cost lodging options. the Airbnb platform allows millions of property owners all over the world rent out their properties to visitors at rates agreed upon by both parties. Visitors can find a home anywhere, and property owners get another source of income. The advantages of this strategy, which has been profitable for both sides, are shared by buyers and sellers. As a result, Air BnB's approach integrates differentiation with cost leadership. It has helped create a sustainable competitive edge for a more affordable selection of hotel services. This competitive edge is mostly enabled by technology, but cost leadership has further strengthened this advantage. (Pratap, 2017).
2.3	A detailed Strategy Analysis – Bowman’s Strategic Clock
Bowman's Strategy Clock is a marketing strategy model that is focused on strategic planning. The idea was developed by economists Cliff Bowman and David Faulkner. Depending on price and perceived value, an organisation or brand can position a product in a variety of ways. Bowman's Strategy Clock seeks to graphically illustrate how the dimensions of price and perceived value serve as the base of product positioning.. Michael Porter's Generic Strategies, a framework that outlined three main ways in which a business could obtain a competitive advantage, prompted the creation of Bowman's Strategy Clock in 1996 (Cuofano, 2022).
[image: ]
(getlucidity.com, 2022).
The strategy relating to Bowman’s Strategy Clock that best fits with Airbnb’s strategy is differentiation. With the goal of delivering customers the maximum perceived value possible, Airbnb distinguishes itself from the competition by offering something special to its clients.
Another product or service's value proposition may resemble the unique value. However, a differentiating feature of the product raises the value proposition. Branding and product quality are also very important in this strategy. High prices and added value are a result of high-quality goods and strong brand recognition. Customers are receptive to the high-quality goods of a well-known brand in the market; hence they are willing to pay more for these goods even if they can get similar for less elsewhere (Think Insights, 2022).
2.4	SWOT analysis - Strengths, Weaknesses, Opportunities and Threats
[image: ]
2.5	PESTLE – Political, Economic, Social, Technological, Legal and Environmental

· Political – the sharing concept became popular because of Airbnb but it’s still poorly regulated. Airbnb lets people rent out their properties to guests and although this is legal, a lot of the rentals posted on the website violate local housing rules and regulations. Airbnb have also been sued in multiple locations across the world for breaking local tax, lodging and tourism regulations (Coldwell, 2014). 

· Economic – the financial requirements of both hosts and guests must be taken into account because Airbnb is a leader in the shared economy as well as how its operations affect local economies. Economic issues like consumer travel spending, which frequently decreases during recessions, have a significant impact on Airbnb. Due to its competitiveness with hotels, the company has a close understanding of the market and the factors affecting it. There is strong evidence that suggests the existence of Airbnb raises local housing costs, which is a significant problem for American households (Bivens, 2019).

· Social - Airbnb significantly depends on the popularity of real, affordable, non-traditional property rentals. The concept of the sharing economy primarily relies on social responsibility and trust, and the reputation of the organisation is also crucial. Without the social components' consistency and acceptance, Airbnb would find it difficult to engage such a significant platform. Given that Airbnb operates in more than 190 countries, there are several cultural considerations. Airbnb also asserts that by promoting areas where tourists are most needed and reducing traffic in popular tourist areas, it helps to diversify tourism. Airbnb claims that the money made by hosting on its platform supports governments, communities, and families in both the economic and social spheres (Guttentag, 2018).

· Technological – the key to Airbnb is technology. Every Airbnb reservation engages with a built machine learning or AI technology. In order to decrease the barrier to the platform, Airbnb apply AI throughout their website for a variety of purposes. Airbnb started creating machine learning models in 2013. This entails connecting individuals with the world's most pertinent listings, experiences, and services. When visitors come to Airbnb, the goal is to locate the ideal place for them, rather than merely a house or experience (Airbnb, 2018).

· Legal - The different authorities where Airbnb conducts business require it to abide by their respective legal rules and specifications. There are laws that apply to visitors and hosts separately. While also considering the specifics of local laws, Airbnb must have its own terms and conditions for users. At its American headquarters, Airbnb must also take company rules into account and follow them. As stated above for the political part of this PESTLE analysis, Airbnb also faces several legal issues.

· Environmental – different to standard hotels, Airbnb uses a property sharing concept, which has been linked to a positive environmental impact. The concept enables reducing waste and energy use, which is better for the environment in the long run. The sharing economy makes it feasible to travel more responsibly and to make the most of currently existing resources. Additionally, Airbnb makes hosts and guests aware of environmental sustainability through its extensive platform. The business complies with all regional environmental regulations.
2.6	Stakeholder Analysis
Airbnb’s internal stakeholders are; hosts, shareholders and employees. The external stakeholders are; guests, communities and any services they may use e.g., cleaning company. It is an issue to take in to account the needs of all stakeholders while creating a business. Special and genuine experiences are offered to guests by hosts to give them a sense of belonging. Finally, this work is fuelled, and an amazing community is grown by the Employees and Shareholders of Airbnb (Airbnb, 2020).
3.0	Conclusion
To conclude, Airbnb has become a very successful company by first figuring out what its consumers want and need, and then meeting those needs with products and their focus as a business is mainly on keeping their business unique and different from other services that are available. Airbnb as a company rely heavily on their stakeholders which include their hosts, guests and communities as without these the business would not have expanded as widely and quickly as it has. As a business they like everyone to be treated fairly and equity is important to them, they aim to teach people about the cultures of the world which can be seen from the experiences section of their website/app where guests can book experiences, usually held by hosts, to discover more about an area’s culture and improve their knowledge. After the PESTLE analysis, it is clear that Airbnb impact more than just their client base, they majorly impact the social, economic and environment side of society however the legal impact isn’t so much on the good side of the business as rules and regulations are constantly changing it is hard for Airbnb to keep up. Social media is a massive advantage to Airbnb as it is the primary marketing tool used, and this is not just beneficial to them as a company but also to guests and hosts as it is easily accessible and user friendly. After establishing a strong clientele and reputation, they broadened their product line by creating an upsell opportunity, they started providing their clients with strategies to properly live like a local and sleep like one and with such a strong product strategy the company is definitely a prosperous one.
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