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Introduction

The ‘Circular Economy’. A phrase that has been the topic of countless discussions within our Government, as well as internationally. The circular economy is interpretated differently by many, but ultimately the fundamentals of the circular economy are solely based on maintaining a sustainable playground for business. Authors (Moraga, G & Huysveld, S. 2019) describes the circular economy as an act of promoting a business’ responsibility and cyclical use of resources that eventually results in contribution to sustainable development. A similar definition by (Korhonen, J & Birkie, S 2018) states the CE as an approach to tackle environmental challenges and promote sustainable development. (Murray, A. Skene, K & Haynes, K. 2017) believes the “circular economy represents the most recent attempt to conceptualize the integration of economic activity and environmental wellbeing in a sustainable way”. In another outlook on the purpose of the CE, (Lahti, T. Wincent, J & Parida, J. 2018) believes it is for companies to show responsibility towards their environment and sustainable values of society, and in addition, having to demonstrate these values to their broader stakeholders rather than their internal shareholders. 

The term circular economy is often associated with responsible business. The perception of a responsible business is a simple one; a business that acts responsibly towards societal and environmental factors. However, there is a deeper take on a responsible business than one initially thinks. In a talk by (Edmonds, A. 2015), he asked the question “Why does a business exist?” Is it solely to make profit? Or is it to serve a purpose? Are business’ showing responsibility towards the environment and society because they truly care? Or are they keeping their valued stakeholders satisfied? Edmonds stated that in order to earn a profit, a business is then subconsciously forced to take responsibility towards the society. His explanation of this was, for example, a company producing high quality products for their customers are focused on profit, but mainly their attention is on the customer satisfaction, and profit becomes a byproduct. 

In contrast, economist and theorist Milton Freidman once stated that the social responsibility of a business was in fact to increase profit (Freidman, M. 1970). So, what role does the circular economy have in responsible business?  All businesses, from the large super companies that employ thousands, to the independent family- run stores have some sort of responsibility towards the society that they’re a part of and the environment around them. Us as individuals also have the same responsibility, but on a much smaller scale. Dating back to the 40’s and 50’s, people were much more resourced, they had fewer things, but with the resources they did have they used well (Lohan, C. 2018). Unlike now, decades ago items were made to last, and when broken, these items were made to be fixed and reused again. This was solely down to the fact that people were more aware of the costs of producing new items, and although arguably less educated, they lived a self-sufficient lifestyle which, without realizing at the time, made them more socially and environmentally responsible than the human race currently is, decades on. Unlike other species, us as humans have adapted the environment around us to better suit ourselves instead of adapting ourselves to suit the environment. This leaves us with a great negative impact socially and environmentally due to the lack of re – using and upcycling and the role businesses play in terms of contributing (or not) to their all - important social and environmental responsibility. 

Since the industrialization, our living habits and behavior have accelerated to the point of an unlikely return, leaving us with what we now call a Linear Economy. This is the economic system that we currently find ourselves in. In contrast to the circular economy, the linear economy is far from sustainable, and is causing irreversible damage to our climate. A linear economy finds the productions of goods to be manufactured at a poor quality, as it tends to follow the ‘make, break, waste’ moto, which is causing considerable damage. This causes consumers to buy these ill – made products more often, which increases the companies profit margins. It’s definitely a win for the company, but the social and environmental impacts caused by this is taking its toll. According to (WWF, 2012), by the new millennium, 1.5 Planet Earths will be needed to support our social, economic and demographic existence! In order to try and calculate the true impact us as humans were having on our ecosystem, researchers (Rockström et al, 2009) introduced planetary boundaries that refer to key environmental thresholds. When these thresholds are crossed, the ecosystem is changed irreversibly. According to (Steffen et al, 2015), four out of a total of nine boundaries have been crossed so far, leaving us with an increasingly fewer chances to reverse things. 

In addition to the Circular Economy and the Linear Economy, the Shared Economy could be the future for us as consumers. Although the concept of a shared economy has been a part of our day – to – day lives for centuries, it was actually only researched in detail back in 2008. As described by (Lessig, 2008. Pp143), a shared economy is a “collaborative consumption made by the activities of sharing, exchanging and rental of resources without owning the goods”. The generic process of the shared economy is split into three categories (Giaglis et al, 2002). These categories consist of: Achieving market value, the use of services via a shared transactions infrastructure and finally, regulations. Research conducted by (Kathan, W. 2016) believes the shared economy could have major negative impacts to some well - established industries. In 2015, the shared economy saw 17 companies with excess of $1 Billion and employed a substantial 60,000 workers. Will this become a new norm for the upcoming generation?

An example of a thriving business within the shared economy is Airbnb. (Airbnb, 2015) saw more than 35 Million people in 2015 alone that took advantage of their service. Airbnb provides a unique service where the customer uses the Airbnb platform to choose an accommodation that suits them for a time and date of their choice. Contrary to this, property owners worldwide can advertise their property on Airbnb for millions to see. If the property meets the needs and requirements of the customer, the stay can be booked in seconds and a safe form of payment can be made to the property owner. Not only is Airbnb a part of the shared economy as the service can get re – used a number of times without any negative impact to society or the environment, but it’s also a part of the circular economy. 

Categorized as a for – profit peer to peer service, Airbnb’s partner platforms Uber and TaskRabbit are as equivalently successful. TaskRabbit is a platform for users to seek help and advice, or even an individual to complete a task for them. These tasks include anything from home DIY, to landscaping or fixing a vehicle. TaskRabbit allows you to insert your address and the task you wish to be completed and will then provide the user with a criteria to fulfill their needs (TaskRabbit, 2021). Similar to Airbnb, the platform offers an opportunity for individuals on the other side of the spectrum, but this time, instead of property owners, TaskRabbit have a range of handymen and tradespeople that offer their expertise as a service and are usually willing to provide the user with a ‘step – by step’ for undertaking tasks as well as educating them for the future. 

Similar to these is the transportation platform ‘Uber’. As of 2018, Uber was a go – to platform for 91 million consumers per month. These were catered to by Ubers 3.9 million drivers which complete a staggering 10 billion trips worldwide in 63 different countries (Uber Newsroom, 2018). Uber’s valuation currently stands at $40 Billion with their average New York City driver averaging a hefty $90,000 a year (Rogers, B. 2017). Uber is a part of the circular economy consequent to the fact it runs sustainably. For example, an owner of a vehicle might not have use of the said vehicle 12 months a year, therefor, they’d advertise their service on Uber and use their vehicle to earn income. In addition to this, the individual uses the platform as an alternative to purchasing their own vehicle. Here, we can also see aspects of the shared economy.

 By now. Airbnb are dominating the hospitality industry, with main competitors such as hotels being outnumbered by Airbnb houses and rooms available to let. The 
map below shows the Bed and B hotspots in London provided by the Airbnb platform. Map (a) shows the hotels in the area compared to the houses and rooms by Airbnb (b and c)
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With Airbnb rapidly growing, and the demand for a more domestic hospitality experience increasingly becoming more attractive, the outlined impacts on the circular economy become more apparent. These are down to four different perspectives. Technological change, sociological change, philosophical and economic perspectives are all catalysts of the drive and demand for a platform such as Airbnb (Oskam, J & Boswijk, A. 2016). So, how is Airbnb benefiting our climate and eco system? Platforms such as these are known to be reshaping production and service delivery. This creates what (Sundarajan, 2016) describes as ‘re – engineered consumption’. The benefits of such platform are said to create positive impact on efficiency gains while decreasing greenhouse gasses and stimulate social capital (Belk, 2007).


Challenges for Airbnb

With the Airbnb business model currently running very sustainably, it’s inevitable that at some point it may face various internal and external challenges. Below, in order of importance, I have completed a short PESTEL analysis with insight to the challenges the rental platform is facing. 


Political:

Due to the current pandemic, the vast majority of industries are having to adapt to meet Government guidelines, and Airbnb is no exception. Throughout the pandemic, Airbnb experienced a 25% employee cut, leaving 2,000 of their employees out of work according to (Fortune Magazine, 2019). In order for the rental platform to function during the pandemic, they implemented cleaning protocols that were specially developed by U.S surgeon General Dr Vivek Murthy. These new protocols are in line with the Government guidelines that can be viewed at (Gov.Uk 2021). One of the new guidelines for rentals include the property being left a minimum of 72 hours between each tenant, leaving the property empty for a longer period of time and number of sales to decrease. Travel analyst and advisor Henry Harteveldt (Harteveldt 2020) added, “no one is winning this battle, but the public perception is worse for home sharing than it is for hotels”. Less pressing issues for the travel platform is with regards to the regulations in some areas of the world where a tenant must live in their property for a stated period of time. This isolates many second home - owners that have entered the industry with intent to lease accommodation all year round with no intent to live in the property at any time. 

Economic:

The Airbnb business model is collaborative consumption business model. Being a part of the shared economy, it runs in a sufficient and sustainable way, meaning challenges for the platform are limited, but not uncommon. Economically, Airbnb have been put under intense pressure due to the consumer spending power being drastically impaired by the pandemic. The direct hit to the stock market has left a ripple effect among many industries, including travel and tourism. In a research by the BBC, the yearly unemployment rate for the United Kingdom has already increased 1%, which is nothing compared to the United States that experienced a staggering jump of yearly unemployment rates from 3.7% to 10.4% (BBC, 2020). The Airbnb business model, as previously stated, is highly sustainable and streamlined with regards to staffing. This means the industry could experience job losses within other sectors I.e., Hotels, with nothing to compensate the losses with from the Airbnb platform. A prime example of this is the current cuts being made by hotel and restaurant chain Premier Inn, who have experienced 1,500 job cuts due to a 55% decrease in sales, according to the (Independent, 2021).


Social:

Recently, Airbnb have become under moderation for its social impacts on communities associated with the company. Due to high demand of their rental holiday accommodations, local communities have seen a shortage in properties to rent as living accommodation. The high demand has put the price of rentals at un unaffordable price, creating anxiety and tension between communities. According to (Fortune Magazine, 2019) a German community has introduced a new law under the name of “Zweckentfremdungsverbot”, roughly translating to “anti – b’n’b”. Palma de Mallorca in Spain saw their lets raise by 50% due to the demand, with residential rents topping 40%, having a major impact on the locals in the tourist location. As expected at a holiday destination, the tourists are known to behave antisocially, making the most of their holiday, at the expense of the residents. Equally as important, allegations of illegal gatherings have been reported in various locations, two of which has led to shootings at the rental accommodations. One of these tragic events took place in San Francisco, where five people were shot and killed. Residents have raised concerns on the policies of Airbnb regarding similar incidents (The Guardian, 2019) explains. 



Technological: 

As a business model, the functioning of Airbnb is entirely reliant on technology. And as we all know, technology isn’t always as reliable as we’d, which means the Airbnb platform could collapse within seconds. If any technological malfunctions were to happen, it would jeopardize all bookings, cancelations and payment methods for the business. One landlord posted problems they were having on the (Airbnb Community) section. The issues included the hosting stats being scrambled, bookings not being shown and logging issues to name a few. Secondly, Airbnb rely on big tech investors as key stakeholders. (The Wallstreet Journal, 20) reported during the first 9 months of 2019, Airbnb lost $697 Million, which is a big hit from their $200 Million profit in 2018. Due to such cuts, the company may lose some of its most valued stakeholders. 

Environmental:

The shared economy is all about vitalizing existing resources and maintaining sustainability. Due to the nature of the industry and its ever - changing regulations and customer expectations, there’s pressure on Airbnb properties to live up to the green standards that many people now expect. Although the properties listed are privately owned, and the extent of cost to undergo the development of the property into a more eco – friendly one would not be justified by private landlords. The behavioral habits of consumers are fast changing, in (Geertz, 1963)’s book “Ecological Anthropy”, he says “An ecological approach should utilize an ecosystem model, whereby humans were competent of an ecological system. This change in behavior may result in potential customers referring to lets that meet their standards, leaving the Airbnb platform behind. 

Legal:

The property industry is known for its tight laws and regulations. Large cities like New York have had to introduce laws regarding their Airbnb accommodations. These laws include the 30 days law, where it is illegal for a landlord to rent out their accommodation to a tenant for less than 30 days, in a bid to stop the functioning of Airbnb. (The New York Times, 2016) stated that in 2014, 72% of reservations made for Airbnb were actually illegal. They also added that in 2015, 44% of advertised properties in Paris were seen as parentally available despite clear laws stating the property can only be rented out for a maximum of 120 days a year. 














Conclusion

 In conclusion, the very sustainable and efficient business model of Airbnb will always have a place in the circular economy due to its unique form of collaborative consumption. The business model relies on the fact that consumers have become more knowledgeable on the circular and shared economy and have come to the realization that in order to experience something, you no longer have to buy or own it, instead, have introduced a more streamlined way to do this, with more efficient use of resources.  


(Approximately 2700 words)
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ROCKSTRöM, J. – STEFFEN, W. – NOONE, K. – PERSSON, et al. 2009. A safe operating space for humanity. In Nature, vol. 461, 2009, no. 24, pp. 472–475. (Accessed on 13th of January 2021)
Rogers, B. 2017.  The social costs of uber. Vol. 82. https://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?referer=https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&q=uber&btnG=&httpsredir=1&article=1037&context=uclrev_online (Accessed on the 17th of January 2021) 
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