

1



[bookmark: _GoBack]

Digital Business
Carly Edwards - 1811705
Roisin Mullins
University of Wales Trinity Saint David
Business Management 









Contents
1.0: Introduction	3
2.0: The Business Model for Airbnb	3
3.0: Airbnb Financial Landscape	5
4.0: Airbnb Business Model Canvas (BMC)	6
5.0: Strategy Formulation Analytics (SFF) Framework	7
5.1: Grand Matrix Strategy	7
6.0: Tools and Systems	8
7.0: Problems	9
8.0: Strategy	9
9.0: Current Situation	10
10.0: Airbnb Challenges	11
11.0: Recommendations for Future Growth	12
12.0: Conclusion	12
References	13
Appendices	17












[bookmark: _Toc65972471]1.0: Introduction
A sharing economy has been defined as one of the economic systems where the assets and the services are shared between private individuals (Barron & Proserpio, 2018). Tentatively, a sharing economy has the capability of providing temporary accessibility or its products (Lovick, 2020). Amongst one of the sharing economies is Airbnb. Airbnb was coined in 2008 by Brian Chesky, Joe Gebbia and Blecharzyk. Presently, Airbnb is one of the largest community-driven hospitality companies. The inception of the Company was based on a start-up that involved individuals making use of their personal spaces as breakfast and bed in making extra cash for rent.  According to Rawes and Lacoma (2021), over the years, the firm has continued growing to create distinct hosting alternatives paving the way to rent additional space in the home, rent out the holistic home as well as hosting experiences in designated areas. Airbnb mission is to primarily create a world where anyone belongs anywhere. Currently, being one of the leaders in hospitality globally while driving a sharing economy, Airbnb online might be used by various people in browsing for accommodation across the globe with the capability of defining their research
(Airbnb, 2021). The Company has paved the way for holistic and novel travelling experiences since it provides consumers with a personalised experience to filter their searches, thus meeting their targeted need.
The paper primarily presents a critical evaluation of Airbnb as one of the sharing economy examples. In doing so, an evaluation of the business model, financial landscape, the P2P forces, problems, target groups, current situation as well as recommendation for Airbnb growth is the future is presented. 
[bookmark: _Toc65972472]2.0: The Business Model for Airbnb
As stated earlier, Airbnb is presently amongst the leading community-driven and sharing economy firms founded in 2008 (Deane 2021). The Company's mission is confined to the development of a world where anyone belongs anywhere. The business model of the organisation provides ecstatic experience and homes across the globe, providing people with a market place for discovery, booking distinct places and experience as well as listing prospects. Evaluating the Airbnb business model ultimately provides significant insights into how the Company offers services, functions as well channel its inherent review in line with a profit-driven prospect (Cansoy & Schor, 2016). 
Tentatively, the organisation employs an aggregator business model (Business Models Inc, 2021). This type of model is primarily a network modulated model in which the aggregator company gathers the data concerning a specific offering provider, signing contracts with the provider’s in existence as well as selling their services relative to a personal brand. There exist no linear business models in Airbnb, such as in the case of the ancient hotel chains, including the case of Hilton and Marriott (Uenlue, 2021). The ancient hotel business has invested a significant amount of money in the construction and the maintenance of their valuables (Cheng & Foley, 2018; Zervas, Proserpio, and Byers, 2017). The fundamental resources for Airbnb are individuals. As such, they hardly execute the aforementioned activities in relation to traditional hotel business ventures.
Relating to this assertion, Crommelin et al. (2018) contended that Airbnb has been at the forefront in dramatic cost with relatively zero marginal costs. People might list the space available on their platforms and earn additional cash from what they receive as their properties rent.  Serving as a platform, it paves the way for people travelling to book homes as well as link with local hosts instead of inexpensive residing hotels. This has been known to save them a significant amount of money and allow them to feel like they are living like locals. Reviewing person profiles and the rating systems significantly assist the travellers in an informed decision-making process regarding what exits on offer and concerning the host.  Consequently, hosts might select whoever to rent their space as well. This assists in the development of Trust as well as the reputation in the community.
 Contrary, Jefferson-Jones (2014) ascertained that considering hosts and travellers, the Airbnb business model besides encompasses a massive network of freelance photographers in the mainstream cities globally. They go and visit properties acquiring a relatively high definition of photography.  The undertake photographs significantly enhances the rates of clicking and assist in acquiring additional responses. Direct payment if made by Airbnb on these photographs. 
[bookmark: _Toc65972473]3.0: Airbnb Financial Landscape
Teubner, Hawlitschek and Dann (2017) noted that with almost £86 million to date in venture funding, most of the Airbnb development is attributed to the heavy investment in infrastructure and marketing. Through the Google Display Network devotion to the resources, Airbnb significantly attracted customers by developing display ads which introduced their services in a relatively novel manner in travelling across the globe.  Largely, the investment paid off drove a 120% increment in the branded searches and rising the total nights booked from 750,000 to 1.9 million (Scott, 2020). This kind of advanced advertisement and enhanced website infrastructure gave room for Airbnb to increase its revenue from £60800 in 2009 to £32 million in 2012 (Feiner, 2020).  This translated into a compounded growth rate of 275% within three years.  Consequently, the total workforce increased from 4 employees in 2009 to about 600 employees in 2012.  While the growth in future remains unforeseen, presently, Airbnb is experiencing stability financially, which might transcend into investing heavily, resulting in an expansion of its prevailing market share. 
[bookmark: _Toc65972474]4.0: Airbnb Business Model Canvas (BMC)
The business model canvas (BMC) might be described as a tool ideal for strategic management useful in communicating business idea far much promptly and in an easier way (Business Models Inc, 2021). A business model can be illustrated best using nine fundamental building blocks. The building blocks express the logistics of how the business purposes of making money. Theorists such as Yves Pigneur and Alexander Osterwalder proposed the BCM as a skeleton for the strategy to be applied in business processes, structures as well as systems (Gibbs et al., 2018). In terms of research, the BMC also serves as a rationale on how an organisation generates, delivers and captures value (Deane 2021). Essentially, the BMC has the capability of influencing the operation of businesses as well as prescribing the returns added value and organisation’s profits.
Table 1.0: Airbnb Business Model Canvas
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The mainstream Strategy Formulation Analytics (SFF) is applied in this matter to assist in identifying, evaluating, as well as selecting the best strategy in existence.  The framework was designed by Fred David, who described it as a process involving the organisation engaging in the selection of the most suitable action fitting appropriately in their specified goals (Gyódi, 2019).  The SFF framework is applied to help in strategic decision-making processes for a given organisation.   According to Fred David, companies should develop their objectives in such a way that they are quantitative, measurable, realistic, challenging, prioritised as well as consistent (Business Models Inc, 2021). The framework has proved essential as far as the success of a given company is concerned. In the model, the analysis deduces appealing alternatives that might be applied by a company based on a detailed understanding of the techniques and methodologies. 
The technique might be adopted into a decision-making framework.  The SFF tentatively helps strategic organisational thinking since it provides the management with an opportunity of evaluating their vulnerability to competitive pressures and driving forces.  Through SFF organisations such as Airbnb are in a position of developing a successful business strategy relative to an outstanding of its external and internal business environment in defining and forming a strategy.  Nevertheless, the entire quadrats hardly apply to the entire organisations, such as the case of Airbnb. However, they are still essential since they have the capability of providing significant insights into strategic alternatives of outstanding and weaker competitors (Rochat, 2020). 
[bookmark: _Toc65972476]5.1: Grand Matrix Strategy
The grand matrix strategy chart constitutes two dimensions, the competitive position and the market, as well as the additional four strategic alternative quadrants. The model is applied in the evaluation of possible business directions. Amongst the benefits of the matrix include; it is simple to use, easier to understand, as well as many strategic alternatives to be selected.  Further, the model might stimulate and assist in the direction of the frame applicable within a given market place like Airbnb ((Wachsmuth & Weisler, 2018). 
Although, despite an array of benefits, there exist several limitations inherent in the application of the grand market strategy. First, it only provides alternatives instead of a criterion and that it might not be independently used.  Consequently, the matrix has proved to be too simplistic to the extent that it is impossible applying any variations, and a company might execute its operations in several other quadrants when having several products and services. 
As presented in appendix C, it can be seen that Airbnb is positioned with a strong competitive position in the grand matrix as well as a rapid market growth industry showing that the Company needs to proceed to make use of other strong competitive position in enhancing its growth rate. It is evident that the Company possess an appropriate strategic position and might execute it most effectively. On a similar note, it might be in a position of concentrating on its services within the prevailing marketing climate in ensuring that the adaption of the services meets the needs of the customers.  Appendix D presents some of the strategies that might be effective for Airbnb business position.
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Airbnb is primarily one of the platforms relative to digital business acquiring information from hosts who usually become suppliers on the existing platforms (SCM) acquiring information concerning the trends in marketing and then shares with hosts (Wu et al., 2012). Further, they collect information applicable in their assessment of the alternatives, accommodation and hosts.  Appendix E presents the deployed systems to support the Airbnb platform. 
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According to Levchenko (2019), one of the problems experienced by Airbnb is the development of a sustainable competitive advantage. Despite the Company being a market leader as well as offering a competitive advantage in its ease of use, networking effects, brand recognition and extensive listings, the firm is unable to maintain sustainability (Ert, Fleischer& Magen, 2016).  Its long term growth is also at risk as a result of the replication of its business model by its rivals. A subsequent problem is in the establishment of consumer trust, which has served as a barrier to the Company's continued proliferation.   Relative to the fact that the Company connects people to each other instead of the conventional model of connecting individuals to a reputable company, the continued deferment of the norm has proved challenging to the company and it is obliged to address this challenge to ensure continued growth. 
Despite the existence of insurance policies being in places in addressing issues such as theft, vandalism as well as violence, the cost of Trust regarding these incidents primarily lie on Airbnbs possible might damage the reputation of the Company. According to Mittendorf (2016), legality issues are also a concern in both the international and domestic markets.  Airbnb services risk legal ambiguity and it remains unclear as to whether there is a violation of any laws through its rental services.  Since the laws vary significantly from country to country, the expansion of the firm should be taken with caution to minimise pressure from the hotel industry or experience lawsuit. 
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Airbnb business model is an exclusively multi-sided marketplace allowing people like travellers in connecting with the host giving them accommodation and appealing experiences.  According to Dudovskiy (2019). Airbnb acquires money through the booking fees paid for experiences as well as the stays. The Company concentrates on culminating a trust as well as cultivating community and maintenance of adamant Trust amongst the stakeholders. This serves as the basis for the competitive advantage of the Company. The subsequent strategies that the Airbnb company need to integrate include increasing the usage as well as the establishment of Airbnb in the domestic market. Further, the Company will need to integrate Airbnb platforms with subsequent outlets.  Embrace international expansion to compete favourably with other international companies like Airizu.com in china and 9flats in Europe (Quattrone et al., 2016).
Having integrated a grand strategy matrix in its operation, Airbnb has gained a competitive advantage within the dramatically growing industry. It is equally advisable for the Company to proceed with a profound competitive position that will significantly influence its expansion and future growth.  The internet-based multinational home accommodation industry has a promising future and proceeds growing despite the unappealing economic climate.  Since Airbnb lies in the field, it will be ideal to use is a competitive strategy to venture into new markets (Lovick, 2020)
[bookmark: _Toc65972480]9.0: Current Situation
 With the emergence of the COVID-19 pandemic, Airbnb homes were significantly affected since 2020 (Mohammed, 2020). The Company's aggregated business model was also exposed, and this resulted in reduced booking in which to date, the Company is still unable to recover from the pandemics, which has emerged with a second wave.  The majority of the visitors had to cancel their bookings starting from 31st May 2020 as a result of the effects of the pandemic.  The Company is currently struggling to recover from the distractive effect of the corona virus pandemic. Since the aftermath of the virus is nondeterministic, it is evident that recovering is not forth incoming anytime soon. 
Despite the company having been fully prepared to meet the challenging needs, the impact of crisis and pandemic, connecting with loved ones through travelling remains a significant challenge. This is because the pandemic is still shaping itself, posing more effects even in the year 2021.  As a result of the effects of the pandemic, remote working, remote schooling have significantly influenced an upsurge of the traditional vacation sessions and barred the connections between travelling and working. Furthermore, since safety concerns, social distancing and cleanliness are upheld amongst the majority of the guests, it is evident that the travellers will shun away from the crowded homes and hostels with a preference for private, secure places. This will proceed to impact the comply profit margins (Parker, 2020).  With the majority of the international travels having been put into a standstill, there will be no free movement until the session of the virus. This will equally impact Airbnb in the subsequent months or years, constraining its sporadic growth. 
[bookmark: _Toc65972481]10.0: Airbnb Challenges
 Despite its booming growth, there exists an array of challenges inherent in Airbnb Company. The challenges experienced arise from the guest who wants to leave later or too early with some stays. This might prove hard to be managed when some people are checking out and in before them, and then the accommodation being cleaned (Ozomena, 2019; Lutz & Newlands, 2018). At most times, this does not work. Furthermore, Levchenko (2019) alluded that occasionally the hosts might have an unappealing feeling regarding the visitors before they arrive, from a significant number of the requests or that they might cause significant damage on the property such as breaking things. Unexpected cancellation is also one of the most significant challenges. 
[bookmark: _Toc65972482]11.0: Recommendations for Future Growth
· For the Company to proceed with its growth, it will be a requite to improve its public relations prospect in which apparently it is ineffective.
· Despite the existence of an ideal customer engagement, to succeed further, the Company will be required to improve its customer service relations, particularly during and after host and visitor experience. 
· Inadequate accommodation control has also been seen as one of the shortcomings in the execution of its services. There is a need to control the ideal conditions of accommodation listed. This significantly affects the levels of customer experience as well as enhancing the Trust of the visitors.
· Since the companies' services are in high demand relative to cost-effectiveness and good customer experience, it will be practical for the Company to expand and develop new markets. 
·  The Company is also obliged to provide a variety of market offering relative to location, price, experience and even style.  It is in a position of encouraging an authenticlocal experience. As such, to influence its future development, the Company is obliged to provide alternatives such as local tour and food. Further, the Company should come up with a list where the travellers can be able to select their wishes. 
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In summary, as a sharing company, Airbnb provides job opportunities for the host where they can market their unoccupied spaces, rent and earn some extra cash or enhance the customer experience.  Since the laws in every country and state differ significantly, Airbnb must be in a position to move with caution to avoid getting into problems.  The Company needs important documents such as licences and permits to curb any forms of legal suit and backlash. Moreover, they need to ensure the clients adhere to these rules and regulation.
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Appendix A: Airbnb SWOT Analysis
	Strengths
	Weaknesses

	-A leader in the internet based home accommodation industry
-Competitive prices on various market offering
-Profound customer engagement model including connect, Facebook, heart icons and wish lists
-Variety of market offering
-User friendly system
-Relatively low operational costs since it is an internet based company
	-Poor security system  for both the host and guests
-Inadequate control of accommodations thus affecting experience levels
-Inadequate customer service relations after and during guest  and host experience

	Opportunities
	Threats

	-The Company has an opportunity to proceed with its expansion and growth for the host and guest even in poor economic status.
-The Company might use the environment trend then develop and wish list for those who are environmental friendly.
-Being an internet based firm, it might adopt new technology  to get more visitors and engage with hosts
-An opportunity for culture exchange implicates future growth
	-Economic recession/crisis might result into devastating outcome
-Public instability will perpetuate an adverse effect of Airbnb business prospect
-The rise of taxes on online accommodation also proves to be a threat
-Disparities in countries laws and regulations











Appendix B: PESTLE Analysis
Political Factors
· Despite Airbnb being a unique business, it frequently run into legal issues due to failure to follow laws and regulations
· The Company has been fined in various court proceedings in New York, Barcelona and New Orleans as a result of failure in following local tourism laws
Economic Factors
· The shared economy is influencing the economic disparity  due to the sharing of resources between individuals and corporations
· Job opportunities created from the development and expansion of the Company to other nations
· Offering job opportunities to hosts who rent their spaces to earn extra cash
Social Factors – Novel Experiences
· Being a social business, hosts provides homes for visitors in exchange of  cash
· Through the expression of their experience in social media and online it has enabled the Company to be known everywhere in the world. 
· The experience initiative offered by the Company enables visitors to share their ordeals 
· Visitors might as well socially impact their experiences in which non-profit and then acquire 100% of the profits
Technological Factors 
· This entails the technological necessities which is heavily relied by Airbnb
· Visitors often book through the website of the Company and on their app as well as stage their reviews
· Through automation, visitors might be automatically texted to informing them  about specific concerns
· Lack of technology could have resulted into the visitors being unable to book rooms, neither hosts and visitors getting contacted by Airbnb
Legal Factors
· There exist several occasions where Airbnb has faced legal issues due to failure of following the housing regulations
· The need for the hosts and visitors to follow regulations rooms.
· Airbnb has to follow the rules of the taxation of housing and tourism regulations
Environmental Factors
· Airbnb ascertain to be reducing the use of energy in Europe and America comparison to the housing and hostels.
· This entails limited water consumption, reduced greenhouse gases, increased awareness of the environment and reduced greenhouse gases.
· It is evident that the Company is significantly minimising the chemical usage and travelling impact. 









Appendix C: Airbnb Grand Strategy Matrix
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Appendix D:  Effective Strategies for Airbnb’s position within the matrix 
[image: ]











Appendix F: Airbnb Peer-to-Peer Forces
Steve Wu et al. (2012) contended that presently Airbnb is the present leader as far as peer-to-peer online marketplace sharing is concerned. However, it experiences stiff competition from seven large firms involved in selling booms to their inherent business ventures as the P2P Company undergo expansion. Amongst the topmost rivals proving competitive to Airbnb include Roomorama, Wimdu, Couchsurfing.org and 9 flats (Gibbs et al., 2018). The mentioned firms provide the same offerings in the rental market of P2P property.  Since they are structurally the same in terms of limited fees as faster accessibility, there is minimal disparity underpinned amongst the fundamental business models of the firms. The existing differentiation is found in many diverse listings, reputation and recognition of the brand, as well as the user base loyalty (Wachsmuth & Weisler, 2018). 











Appendix G: Airbnb Target Audience
The target audience for Airbnb includes the individuals and travellers inherent in the hospitality industry. As a worldwide lodging organisation, Dudovskiy (2009) noted Airbnb utilises a multi-segment kind of position. This enables the Company to target a single individual segment.  Through the provision of a home-like stay construct, Airbnb provides customers with value and experience depicted more local relative to the region they visit (Rochat, 2020).  Individual of all ages are targeted by Airbnb without restricting any gender disparity, and each of the visitors looking for low prices short term accommodation.  The existing market segment, if confined to the people who hardly spent a significant amount of their time within their accommodation, instead they spend additional time in local area experience and gaining a linkage with their happy hosts providing them with a local arena experience. 
Interian (2016) argue that apart from the travellers, another target audience for Airbnb includes the hosts. These are primarily the renters as well as the owners who are willing to rent their spaces. They do this with different objectives, including earning to make extra cash from the unoccupied spaces and just want to offer some good experience for the travelling individuals. Majority of hosts’ are listing the present spaces to Airbnb since they have the capability of getting to terms regarding who will stay in the designated property.  The majority of the companies experience significant difficulties to focus on more than one target audience. However, Airbnb has mastered this and it has the capability of handling both at the same time (Robinson, 2019).  In fact, one of the competitive advantages of the Company lies in the diverse rental prices and choices. Furthermore, the various places serve as Airbnb hosts homes users. In following the marketing concept of Airbnb, both the visitor and the host need each other to achieve this. 
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