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Executive summary 

This report examines Airbnb as a leading example of the sharing economy and evaluates how its business model operates within a peer-to-peer marketplace. The purpose of the report is to analyse Airbnb’s role in the sharing economy by reviewing its business model, financial performance, target markets, competitive environment, operational challenges, and strategic responses to current issues. The findings show how Airbnb successfully connects hosts and guests while earning money from service fees because to its asset-light, platform-based business model. Compared with traditional hotel chains, this approach offers cheaper operating expenses, flexibility, and growth. Strong brand awareness, a worldwide user base, and a variety of accommodation choices, including extended stays and distinctive houses, are all advantages for Airbnb. As a platform for the sharing economy, Airbnb displays key characteristics like peer-to-peer exchange, access-based utilisation, and the revenue generation of underutilised assets. But the research also lists obstacles, such as growing competitiveness, neighbourhood concerns, housing market effects, and regulatory pressure. In response, Airbnb has increased experiences, improved security, and verification protocols, and prioritised longer stays. All things considered, even while Airbnb continues to dominate the industry, its long-term future relies on achieving a balance between innovation, regulation, and social responsibility.



[bookmark: _Toc218845343]Introduction 
An economic concept known as the sharing economy enables individuals to share access to resources, goods, and services via digital platforms, allowing for the more efficient exchange or monetisation of underutilised assets (Botsman & Rogers, 2010). This model promotes access-based rather than ownership-based consumption, where assets such as homes can be temporarily used on demand. Advances in digital technology have facilitated the rise of online platforms that support peer-to-peer transactions by fostering trust, coordination, and scalability, thereby transforming the way consumers interact with markets. As a result, the sharing economy has disrupted traditional industries, encouraged more flexible consumption patterns, and created new income opportunities for individuals whose assets might otherwise remain unused.
One of the pioneers of this economic model is Airbnb, a platform that connects visitors seeking short-term accommodation with property owners (Guttentag, 2015). Since its launch in 2008, Airbnb has reshaped the hospitality sector by challenging traditional hotels and offering consumers more adaptable, customised, and often more affordable options (Zervas et al., 2017).
The objective of this report is to critically evaluate Airbnb as a leading example of the sharing economy. It examines the organisation’s business model, financial environment, peer-to-peer market forces, target audience, operational challenges, and strategic approach. Furthermore, the report identifies the key issues currently facing Airbnb and provides recommendations to support sustainable growth and continued influence in the global accommodation industry (Hati et al., 2021, Nieuwland & van Melik, 2020).













[bookmark: _Toc218845344]Airbnb and the sharing economy 
Airbnb functions as a peer-to-peer digital marketplace that allows people to rent out underutilised house space to paying visitors, through a website that makes listing, finding and booking, and payment easier, it serves as a sharing economy platform that links two main users, hosts and visitors who are looking for a short-term accommodation. The practice of people directly dealing, renting, or sharing products with one another without going through a business or organisation. In this arrangement, the service or product is both provided and used by the individuals themselves, (Hamari., & Sjoklint., Ukkonen.2015). Everyday individuals can function as both suppliers and customers in a peer-to-peer system, enabling them to make money from items they already own but don't always use, such extra rooms, This makes it simpler, more adaptable, and frequently less expensive for other users to use these resources,(Belk.2013). Guests may find accommodation in locations where hotels may be uncommon or already full. Thanks to services like Airbnb visitors can select from a variety of houses, individual rooms, or distinctive stays that meet various needs related to comfort, mobility, or location. It is now simpler for regular individuals to engage in the travel economy because anyone with additional room may host. Decreased supply of long-term housing has become a major concern, as many residential properties are being converted from permanent rentals into more profitable short-term Airbnb listings, reducing the availability of accommodation for residents, (INFORMS,2025.). When housing stock is diverted in this way, demand for the remaining properties increases, causing local rents and property values to rise an effect especially noticeable in high tourism cities, (Franco, & Santos, 2021). Frequent visitor turnover can also lead to neighbourhood disturbance, undermining community stability, reducing neighbour familiarity, and increasing complaints about noise, waste, and overcrowding.













[bookmark: _Toc218845345]Airbnb Business Model 

Airbnb is a website and app that links guests with hosts (those who wish to rent out their houses or rooms). Airbnb provides visitors with a large selection of accommodation choices that are frequently less expensive than hotels and allows them to explore nearby neighbourhoods. With reviews helping in decision making, booking is simple and safe. Airbnb gives hosts the opportunity to contact millions of tourists, make additional money, and manage when and how they rent. By charging modest fees to both hosts and visitors, Airbnb generates revenue while serving as a platform that facilitates travel and hosting, (Reinhold, & Dolnicar, 2018). Every time a reservation is made, Airbnb charges fees to both hosts and guests for using Airbnb's platform, which includes features like safe payments, customer care, and review access, guests must pay a service fee, typically up to 14% of the booking price. In exchange for promoting their home, accessing millions of potential visitors, and utilising Airbnb's management tools, hosts pay a commission, usually between three and five percent of the booking price. Since Airbnb doesn't own any properties, all its revenue comes from these transaction-based fees, which enable it to make money by connecting hosts and guests, (Reinhold, & Dolnicar, 2018).
The core of Airbnb's operations is its digital platform, which includes its website and app. While hosts may post, manage, and update their homes, guests can simply search, compare, and book accommodations, both parties benefit from the platform's handling of secure payments, chat, and support.
Reviews are just as significant, ratings from hosts and guests increase credibility and trust, assisting users in making wise choices. While unfavourable evaluations promote improved service, positive reviews draw more reservations. Airbnb's primary value secure, dependable, and convenient peer-to-peer rentals is made possible by the platform and reviews working together, (Walsh, C., et al. 2020).












[bookmark: _Toc218845346]Financial overview 
[bookmark: _Int_dBQi6Aue]In recent years, Airbnb has encountered several significant difficulties. The COVID-19 epidemic, which nearly entirely halted international travel in 2020, was one significant obstacle. Bookings consequently fell rapidly, forcing Airbnb to cut expenses and lay off employees in order to survive. The pandemic demonstrated how reliant Airbnb is on people's freedom to travel, (Airbnb, inc. 2025). Even though demand for travel has now returned, Airbnb's finances have been doing very well lately, the company claimed that revenue hit an all-time high of about $11.1 billion, up 12% from the year before. The primary cause of this expansion was an increase in the number of people using the platform to book travel and experiences worldwide, (Airbnb, Inc, 2025).  Due to its asset-free and highly adaptable nature, Airbnb's financial model seems to be long-term viable. In contrast with traditional hotel chains, Airbnb makes money by charging hosts and visitors service fees rather than owning property. This keeps fixed costs relatively low and enables the business to expand without making big investments in tangible assets.



[bookmark: _Toc218845347]Target markets
Airbnb serves two main groups, guests and hosts, each with a different needs and motivations. For guest, tourists of all backgrounds are attracted to Airbnb for the opportunity to experience places that are more genuine than the standard hotel. Tourists use the platform to find distinctive accommodation frequently in nearby neighbourhoods. Because Airbnb operates as a peer-to-peer digital marketplace that enables people to rent out underutilised housing space to paying visitors through its website, which makes listing, booking, and payment easier, families prefer larger rooms and cosy features, (So, Oh, H., & Min, 2018). Affordable choices, such as shared rooms or entire apartments, appeal to budget tourists because they allow them to save money without sacrificing flexibility. Long-term remote workers are also using Airbnb more often to combine work and travel, taking advantage of apartments with dependable internet and workspaces. The chance to stay in houses instead of hotels, convenience, variety, and cost savings are the main reasons why guests pick Airbnb. On the other hand, hosts are those who offer accommodation, while professional hosts and property managers run several listings as a business, casual hosts could occasionally rent out extra rooms to increase their income. Revenue from underutilised space, flexibility in booking, and Airbnb's assistance with payments and communication are what drive hosts. By catering to both parties, Airbnb establishes a thriving industry where hosts effectively monetise their properties and guests find a variety of easy possibilities, (So, Oh, H., & Min, 2018).




[bookmark: _Toc218845348]Peer-to–peer market forces and competition 
[bookmark: _Int_8dQf7LSx]Peer-to-peer accommodation platforms connect property owners with visitors, bypassing traditional hotels, this creates unique market forces as the demand for alternative accommodation has grown among visitors seeking affordable, flexible, and unique experiences, (Zhang & Fu, 2020). Competition plays a key role in shaping the peer-to-peer market, hosts compete with each other for bookings, which can drive prices down and encourage higher quality services. The platform itself competes to attract both hosts and guests, while traditional hotels remain competitors by offering standardised services that some visitors still prefer. This competition fosters continuous innovation and diversity in the accommodation sector, ensuring that visitors have a variety of accommodation options and hosts are motivated to improve their offerings. 
[bookmark: _Int_VQhV5kR3]Additionally, consumer behaviour is changing, which affects market dynamics. Longer stays with dependable internet and office facilities are in greater demand due to the growth of online visitors and remote work. Airbnb is able to set itself apart from conventional hotels because visitors are increasingly looking for flexible, customised accommodations. Given the circumstances, Airbnb's success in the peer-to-peer market depends on achieving a balance between the high demand for alternative accommodation and the efficient management of competition, trust, and changing customer expectations, (Zhang & Fu, 2020). 


[bookmark: _Toc218845349]Current problems and challenges
[bookmark: _Int_iKEvd5wU]Today's businesses must deal with a variety of issues that may affect their long-term viability, growth, and profitability. Legal and regulatory concerns continue to be a significant barrier. Where and how businesses operate can be restricted by city and local government regulations, such as planning rules, required fees and high taxes increase operating expenses, which lowers profitability. Regulations related to safety, and the environment are constantly changing, which increases uncertainty and complicates cooperation. Failure to comply may result in fines and penalties, (Brit Wealth, 2025). Concerns about the housing market and community backlash present additional difficulties, particularly for short-term rental or hospitality businesses. Finding ideal places might be challenging due to rising property costs and limited supply. Additionally, communities may oppose business operations because of noise, crowding, or disturbance, which could harm their reputation and result in stricter local laws, (HomeSight.Org, 2024). Businesses are under more strain due to competition and growing host or guest expectations. The desire for improved service quality, creative offerings, and reasonable pricing is fuelled by increased competition. Higher standards, individualised experiences, and timely assistance are all demanded by customers, demanding ongoing investments in technology, training, and operational effectiveness. Customers and market share may be lost if these standards are not met, (BritWealth, 2025). Companies have to negotiate a challenging environment of rules, market demands, safety issues, and changing customer needs. Strategic planning, compliance management, and continuous adaptation are necessary to successfully address these issues and maintain sustainability and competitiveness.

[bookmark: _Toc218845350]Strategy and current situation 
Currently, Airbnb is addressing a number of issues, such as stricter regulations and increased hotel rivalry. In order to overcome these issues, Airbnb has undertaken a number of strategic changes. One important strategy is to concentrate more on long-term stays, such as monthly rentals, which are more desirable to distant workers and students and are less affected by short-term rental restrictions, (Airbnb, 2023). Airbnb has expanded the range of experiences it provides, allowing guests to book local tours and events, in an effort to support company diversity beyond accommodation. Trust and safety are also key priorities. In addition to encouraging hosts to establish precise home rules, Airbnb has improved identification verification, visitor screening, and safeguarding the host property. Guests are asked to abide by these guidelines. Overall, these strategies have been partly effective. Long-term stays provide more stable income, and experiences create additional revenue streams. However, regulatory pressure and some host dissatisfaction remain ongoing challenges, (Airbnb, 2023). 




















[bookmark: _Toc218845351]Recommendations 
A number of strategic suggestions have been set towards to improve Airbnb's long-term sustainability and lessen ongoing problems. Airbnb should collaborate along with local authorities and regulators more closely. Fair housing rules would be supported, legal issues would be decreased, and communication could be improved through collaboration through data sharing, registration systems, and compliance tools. Airbnb needs to improve host training and quality assurance. Mandatory training on safety protocols, local laws, and hospitality standards would help guarantee consistent service quality and lower visitor complaints, enhancing Airbnb's reputation. Airbnb has to improve its security and verification protocols even further. Stricter enforcement of house regulations, improved identification verification, and guest screening would boost confidence between hosts and visitors while lowering property damage and disturbing the area. Stronger enforcement would uphold hosts expectations that guests abide by the rules. Airbnb may launch rewards or loyalty programs for both hosts and visitors. Rewards for recurring reservations, favourable evaluations, and responsible conduct may boost client retention and promote loyalty to regulations. Airbnb should enter new niche sectors including senior-friendly homes, long-term remote work accommodations, and eco-friendly stays. This would minimise dependency on highly regulated local short-term rentals and diversify income.
Lastly, by funding regional housing projects or restricting rentals in high-pressure areas, Airbnb should strengthen its support for communities impacted by tourism. This would strengthen ties with locals and help address issues in the neighbourhood.
















[bookmark: _Toc218845352]Conclusion
In order to show how digital platforms promote peer-to-peer trading and revolutionise traditional companies, this report has looked at Airbnb as a prime example of the sharing economy. Airbnb's business model, financial results, target markets, competitive landscape, operational difficulties, and present strategic solutions were all examined in the report. The strengths of the sharing economy in generating flexible accommodations and revenue potential are demonstrated by Airbnb's asset-light platform, worldwide reach, and ability to effectively connect hosts and guests.
Airbnb's sustainable business strategy, wide range of accommodation choices and well-known brand are among its key advantages. Long-term stays, experiences, and improved safety procedures are examples of strategic efforts that have helped the business adjust to shifting consumer tastes and regulatory demands. But Airbnb still has a lot of obstacles to overcome, especially when it comes to neighbourhood issues, housing supply, government regulations, and host discontent. These problems draw attention to the conflict between local social effects and platform expansion.
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