


Executive Summary 

This study establishes a few important relationships between price positioning, dynamic pricing, host style, revenue performance and brand advertising of Airbnb.


Introduction 

During the past decade, the shared economy, also known as peer to peer or collaborative, has gained prominence (Bardhi and Eckhardt, 2012, Belk, 2010, Botsman and Rogers, 201o, Gansky, 2010). In the hospitality industry, Airbnb is the most popular peer to peer model. Airbnb, established in 2008, is an online community platform for private individuals to rent accommodation.

As of 2016, in more than 34,000 cities and 190 countries, Airbnb has received over two million listings and hosted over 60 million guests (Airbnb 2016). Airbnb has become a popular option for accommodation and the hotel is expected to be hit (Zervas et al., 2014). The business is currently estimated at $25 billion, surpassing the valuation of major publicity traded hotel chains such as Wyndham Worldwide and Hyatt Hotels (Winkler and MacMillan, 2015). Airbnb is expected to “usurp the InterContinental Hotels Group and Hilton Worldwide without owning a single hotel” as the worlds largest hotel chain (Carr, 2014).

[bookmark: bbib0020][bookmark: bbib0100][bookmark: bbib0065][bookmark: bbib0080]Sharing Economy is built on the culture that people share their underutilised recourses with colleagues or consumers in the market (Botsman and Rogers, 2011). When more people can in-fact use their underutilised resources an extra additional revenue and production can be created (Koopman et al., 2015). Individual customers can add additional value created through “sharing” the rested resources, which often means different way of incomes to be gained. This encourages more customers who posses extra space to become an “entrepreneur” offering a room sharing/house sitting company. This helps to contribute to the substantial growth of person to person, short term residential rentals in the online market (Guttentag, 2015; Karlsson et al., 2017). 

[bookmark: bbib0165]The main house/room sharing organisation; Airbnb, is an online room/house/space sharing which was introduced in 2008 and already has recruited just over 640,000 room/house/space hosts who have provided more than four million listings in over 65,000 cities in 191 countries worldwide (Smith, 2017).

Despite the fact the company now has more individual customers who are renting out their extra space on multiple room/house/space sharing platforms to try and gain and extra source of income. The majority of the renters lack the basic professional training and experience in providing the reasonable pricing strategies for their properties that they manage, compared to that of what a revenue manager provides in their hotel. 

[bookmark: bbib0060][bookmark: bbib0115][bookmark: bbib0075]Hotel professionals are equipped with the industry standard reports and the technical tools they need for revenue management. However, Airbnb renters have insignificant revenue management training and lack of support regarding their pricing resources needed (Gibbs et al., 2018b). Airbnb renters have frequently been reported by the fact that they are insufficient in setting the desirable listing price for their properties (Learnairbnb.com, 2015). The Airbnb renters have also reported to being “confused: when they have tried to set up their pricing to try and gain a larger listing’s revenue performance (Hill, 2015).

The growth of Airbnb, including its economic influence (Guttentag, 2015, Zervas et al., 2014), possible discrimination (Edelman and Luca, 2014), regulatory concerns (Koopman et al., 2015) and online credibility, has received growing attention from hospitality scholars (Zervas et al., 2015). In spite of this, empirical analysis from a marketing perspective analysing Airbnb is scarce. The present paper discuses two common advertisement tactics associated with Airbnb in order to bridge the gap. 


Pricing Strategies on Airbnb


Airbnb have developed a range of tools and techniques to help the renters in pricing, “smart pricing” their properties. However, they have still left the final decision to the renters on how much they would like to charge their listings against the other renters in the same area of their properties, price positioning.

[bookmark: bbib0050][bookmark: bbib0040][bookmark: bbib0185][bookmark: bbib0120][bookmark: bbib0140][bookmark: bbib0010][bookmark: bbib0135][bookmark: bbib0005][bookmark: bbib0170]The renters can also decide on whether they want to adjust their property listings prices according to the up-to-date recent traveller trends, also known as dynamic pricing. An assumption of revenue management is that of what service firms are selling, tangible products with capped quantity of space. This requires the operation managers to gain extra revenue through their price manipulations through them changing their prices to the popular demand (Gallego and Hu, 2014). Price positioning, which is described as “the gap of the relative prices between a lodging product and its competitors” (Enz et al., 2009; Xie and Kwok, 2017; Lee, 2015). This has become a major pricing strategy that has been adopted by many hotel managers (Noone et al., 2013). In a comparable situation, dynamic pricing, is defined and measured by the price variation and changes of a product or service over a number of time (Abrate et al., 2012; Melis and Piga, 2017) this is another frequently used revenue management technique used among a range of hotels (Abrate and Viglia, 2016; Viglia et al., 2016). (Abrate and Viglia, 2016; Viglia et al., 2016) also states that the renters are trying to increase their revenue the perishable management product scheme through Airbnb. This scheme helps with the dynamic pricing and price positioning of the property, which can be very beneficial to the owners of the properties on Airbnb and is a scheme that is relevant to the owners as it allows them to take advantage of what Airbnb are offering them.  


[bookmark: bbib0015][bookmark: bbib0055][bookmark: bbib0130][bookmark: bbib0150]While this report has focused on pricing strategies adopted by Airbnb and their hosts (Benítez-Aurioles, 2018; Gibbs et al., 2018a, b; Magno et al., 2018; Oskam et al., 2018; Xie and Kwok, 2017) and how the property prices are determined on the Airbnb listing. 

[bookmark: bbib0030]However, it is uncertain if the revenue management tactics used regarding the price positioning and dynamic pricing of the properties have actually been used as often by hotels. In a review of consideration regarding the sharing economy, Cheng (2016) proposed for more significant research to find the major factors that have actually contributed to the overall success of room/house/space sharing companies. Gibbs et al. (2018b) and Oskam et al. (2018) have also called for more research analysis on the pricing strategies used by renters on room/house/space sharing organisations. This is in response to the call that Airbnb aim to research the positives and negatives of price positioning and dynamic pricing on the Airbnb listing site. 


[bookmark: bbib0035]The fact that price is mainly used as a manipulated flexible variable in marketplace among other property renting products (Choi, 1991), price competition is usually greater among hotels within a short ten mile radius (Lee, 2015). The fact that the property renters can choose their own desirable price at whatever time of trend can become critical in gaining their revenue management techniques which would result in maximisation in income for the renter (Gallego and Hu, 2014). However, hotels can in-fact closely look at their price against what their local competitors offer and then smartly place their price to a degree that is either higher, the same or lower than their local competitor and rival hotels, price positioning themselves amongst their closest competitors in the market (Noone et al., 2013; Xie and Kwok, 2017). Hotels can and have widely implemented the dynamic pricing strategy where they can change their room prices in line with the most recent moving number of the hotel’s available rooms. The scale of the hotels room inventory and the price of the hotels competitor has gained a larger “competition” marketplace in not just the hotel industry  but the B&B industry and all property lodgings industries, as well as gaining other industries in the current market (Viglia et al., 2016).

[bookmark: bbib0090]A hotel’s price positioning can be researched with “price difference”, this is when the gap between the price of a B&B service and the price of its main rivals (Enz et al., 2009 and 2015; Lee, 2015). Dynamic pricing also known as price dispersion and price variation, signals the range of a B&B product’s price points in a period of time (Kim et al., 2014; Noone et al., 2013). 

[bookmark: bbib0045]Noone et al. (2013) has described price positioning and dynamic pricing as the two main factors of a lodging product’s strategic pricing strategy. An analysis of 6998 hotels in 11 years was conducted by Noone et al. (2013) who came to the conclusion that hotels would have gained a greater revenue performance than other hotels if they have in-fact had a higher price positioning strategy and where able to gain a greater price strategy. However, Enz et al. (2015) goes on to state that hotel properties from Europe who had a higher price positioning would gain a greater RevPar performance. 

Kim et al. (2016) has acknowledged that dynamic pricing is a common practice by hotels that examines dynamic pricing’s which can have great effects on a hotel’s overall revenue performance. Kim et al. (2016) comes to the conclusion that in their analysis of the hotels in Houston, Texas they conducted between the years of 2005 and 2014 that only certain types of price movements might have actually seemed to be helpful in gaining extra in a hotel’s short term revenue performance. However, this could also bring in a conflicting effect on a hotel’s overall revenue performance. Oskam et al. (2018) states that he found that Airbnb renters who had adjusted their listing price had more change ups which would result in outperforming the others listing’s.

While the subject of pricing strategies has not yet been widely explored in the literature on room sharing, it is commonly assumed that Airbnb listings are a new form of consumer lodging products of a perishable nature. Airbnb lisings, such as hotel rooms, need to be reasonably priced to optimise revenue (Guttentag and Smith, 2017; Wang and Nicolau, 2017). 

Price placement impacts the revenue efficiency of an Airbnb listing positively. Dynamic pricing impacts the sales success of an Airbnb listing positively.
Although the initial goal of the sharing economy was to enable individuals to share their underutilised resources on the current market (Botsman and Rogers, 2011; Guttentag, 2015), there is a current trend display that more Airbnb renters are now turning their room sharing businesses into a full-time job, as they have managed a number of Airbnb listings at the same time (O’Neil and Ouyang, 2016). Compared to those who rent a single listing as a part timer, hosts who run multiple Airbnb listings as a full-time job will most likely be more motivated by income and become more experienced in operations as multiunit hosts commit more time and energy to managing the Airbnb market. They may also become more willing to learn the best practises, the information required to recognise successful pricing strategies, to optimise their revenues. Over time, as multiunit hosts become more experienced and spend more effort in managing the P2P room/house/space sharing market, they could charge an Airbnb listing for a premium price (Gibbs et al., 2018b). Resulting in higher listing revenues that those run by a single unit host. 

The superior performance of multiunit hosts over single unit hosts have been confirmed by empirical evidence. (Wegmann and Jiao 2017), for instance, found that the overall revenue of a destination contributed by multiunit hosts was proportionally much greater than that of single unit hosts. Where multi-unit hosts control just 30% to 44% of the total listings observed in the markets, they nevertheless contribute 4759% of the total revenues to the markets. An example of this would be, Mango et al. (2018) claimed that listings operated by multiunit hosts (in contrast to single unit renters) or those with a bigger Airbnb membership may have a greater chance than other listings. The disparities between multiunit and single unit hosts in running the room sharing sector have been addressed in recent studies. Li et al. (2016), for example, found that listings operated by multiunit hosts receive 16.9% more in daily revenue than those run by single unit hosts; more specifically, pricing inefficiencies can partly explain such performance discrepancies between these two forms of host. Xie and Mao (2017) measured the influence of the quality and quantity attributes of Airbnb hosts on the sales success of a listing, showing that the positive performance effects of the quality attributes of the host will become less important as the number of listings handled by a host increase. It is argued that the host catergory can also play an influential role in evaluating the effects of price positioning and dynamic pricing on the revenue output of an Airbnb listing. That is, the impact of price positioning and dynamic pricing on the revenue output of an Airbnb listing can be moderated by the type of host and therefore warrant additional research attention. 

For example, multiunit hosts can be able to achieve higher revenue results as they gain more experience rapidly from their multiple listing operations at the same time. If certain properties in their multiunit portfolio are not occupied, they will become more worries, resulting in a loss of revenue (Gibbs et al., 2018b).

Similarly, research has reported that seasoned managers appear to have a better understanding of the challenges facing operations in a general business climate, enabling them to find more ways to solve an issue (Schaltenbrand et al., 2016). Experienced hotel revenue managers may also apply their previous knowledge to the results of their quantitative assessments and make the required changes accordingly (Schwartz and Cohen, 2004).
Therefore, when it comes to implementing the correct pricing strategy as a means of improving the revenue efficiency of an Airbnb listing, it is likely that multiunit hosts are more capable and successful in practising price positioning and dynamic pricing strategies than single unit hosts. 

For a multi-unit host, the beneficial impact of the price placement on the revenue output of an Airbnb listing is more salient than for a single unit host. For a multiunit host, the beneficial impact of dynamic pricing on the revenue output of an Airbnb listing is more salient than for a single unit host. 

A study was carried out which saw three hypotheses for a series of econometric studies with a unique internet enabled dataset of 320, 243 Airbnb listings operated by 216, 058 hosts in 10 US state markets in responding to the calls for more research on the pricing strategies adopted by entrepreneurs operating a P2P room/house/space sharing company (Cheng, 2016; Gibbs et al., 2018a and 2018b; Xie and Kwok, 2017). The research conducted finds a few key findings that improve our understanding of pricing strategies that would help entrepreneurs/hosts increase revenue output in the context of room sharing and more specifically, the moderating role played in this particular environment by the host type (multiunit and single unit). 

Since Airbnb listings and hotel rooms basically fulfil the same needs for travellers lodging, Airbnb has been widely accepted as an alternative choice for hotels (Xie et al., 2018; Zervas et al., 2017). Airbnb hosts are often challenged, like hotel managers, to handle a perishable and fixed capacity service product a revenue management premise (Gallego and Hu, 2014).

In addition, the author recognises that there are an increasing number of multiunit hosts on the market (O’Neil and Ouyang, 2016), even though they do not account for most of the host base (Guttentag, 2015; Guttentag and Smith, 2017). Researchers have started to examine the potential different effects on the operations of P2P room sharing services from two host types, including multiunit and single unit hosts (Gibbs et al., 2018b; Li et al., 2016; Kwok and Xie, 2018; Xie and Mao, 2018).

First and foremost, this study conducted an in-depth review of the pricing strategies embraced in the room sharing context by Airbnb hosts as entrepreneurs. The results add to existing literature complementary perspectives. More study focus was advocated in order to analyse the pricing strategies of Airbnb hosts (Benitez-Aurioles, 2018; Cheng, 2016; Gibbs et al., 2018a; and 2018b; Oskam et al., 2018; Xie and Kwok, 2017).

The analysis done in this study helps us to further develop the relationship between the pricing strategies of Airbnb hosts, including price positioning and dynamic pricing, and the revenue output of an Airbnb listing. 

In addition, this research explored the significant role multiunit hosts play in the sense of P2Proom sharing. Not only does the host class (multiunit vs single unit hosts) specifically affect the RevPAR performance of an Airbnb listing, but it also moderates the key impact of the pricing strategies of a host on the RevPAR performance of an Airbnb listing. The analysis confirms the significance of evaluating the host type in related studies as a moderating factor (Xie and Mao, 2017; Xie et al., 2018).

In the meantime, Airbnb has made a few attempts to help the hosts set the right market price. For example, Airbnb not only provides hosts with guidance on setting the initial price (Xie and Kwok, 2017), but also provides hosts with price recommendations via the companies (Gibbs et al., 2018b). Different types of training should be given to multiunit and single-unit hosts since certain techniques in one group which function better than in the other. 

Advertisement 

The hospitality and tourism industry accounts for 9% of the United States of Americas $49.5 billion in online advertisement sales (Interactive Advertising Bureau, 2015). As customers are increasingly relying on social media when discovering and buying hospitality services, for the success of a brand, online and dynamic advertisement is crucial. Brand manages are therefore collaborating with advertisers and social networking platforms, such as Insta gram and Twitter, to attract a large pool of prospective buyers. In the form of demographics, personal preferences, links, past behaviours and future events, Facebook is a rich source of customer knowledge (Tucker, 2014). Facebook is able to view targeted ads in the user’s news feed using certain data and complicated targeting algorithms to increase advertising effectiveness (Aguirre et al., 2015). Previous research on e-marketing shows that customised ad material is more enticing because it aligns with the desires and expectations of the user (Anand and Shachar, 2009, Ansari and Mela, 2003, Franke et al., 2009, Goldfarb and Tucker, 2011a, Lambrecht and Tucker, 2013, Tucker 2014).

Recent study, for instance, shows that personalised ads are twice as productive as their impersonal counterparts (Tucker, 2014). Personalisation is expected to be the future of online ads following the rapid growth of Big Data Science and dynamic targeting technologies (Arthur, 2013, Nesamoney, 2015, Smith, 2014).

While personalised advertisement is becoming a common instrument among practitioners (Hargrave, 2011, Hunter et al., 2010), its drawbacks cannot be overlooked (Aguirre et al., 2015, Bleier and Eisenbeiss, 2015, Tucker, 2014). There is increasing evidence to suggest that when targeted advertisements are too close to their actual interests, customers experience feelings of annoyance and intrusiveness (Tucker, 2012, Van Doorn and Hoekstra, 2013, White et al., 2008). Tucker (2014) suggests that only when the privacy needs of consumers are met are personalised advertisements successful. It is suggested a different personalisation approach to address these vulnerabilities, addressing the psychological motives of the user rather than using their personal information.

Airbnb accommodations give guests a “home: atmosphere, thereby generating a sense of belonging (Guttentag, 2015). The philosophy of Airbnb is to make visitors feel at home and relate to the local people. The host is therefore encouraged to “treat guest like friends or family”, “share favourite places with the guests” and “teach guests something unforgettable and local, “since nobody knows the venue and the community better than the host (Airbnb, 2015a).

A basic human need is the need for ‘social identity” (Baumeister and Leary, 1995). The need for belonging emerges in Maslows (19680) hierarchy of needs as soon as survival and protection requirements are met and take precedence over the needs for self-esteem and self-actualisation. Previous research shows that when away from home, many travellers feel lonely and detached (Cacioppo and Patrick, 2008, Lee and Hyun, 2015). These emotions have adverse effects on guest interactions as there is plenty of research to demonstrate that feeling excluded has a pervasive influence on the psychological well-being of people (Baumeister et al., 2002, Baumeister et al., 2005, Eisenberger et al., 2003, Twenge et al., 2002). Instead of staying at a typical hotel and being served by uniformed staff, while chatting with the local Airbnb host or enjoying a cup of tea in a real home kitchen, guests will feel a sense of belonging. Airbnb also brings to the guests experience a flavour of individuality. Airbnb has over two million special accommodations that reflect the lifestyle, personality and community of the local host. In its marketing correspondence, Airbnb highlights a wide variety of “atypical places to stay” to draw customers, such as the artists mirrored home, the seashell house on a Mexican island and cool castles (Airbnb, 2015b).

People have a simple need to distinguish themselves from others (Lynn and Snyder, 2002, Snyder and Fromkin, 1980), and the idiosyncratic offerings of Airbnb provide guests with distinctive accommodation experiences that are different from conventional hotel stays. 

[bookmark: bbib0360]Since individual individuality in American society is highly valued (Bellah et al., 2007, Kim and Markus, 1999), consumers appear to demonstrate their uniqueness by distinctive consumption choices (Ames and Lyengar, 2005, Berger and Heath, 2007, Chan et al., 2012, Lynn and Harris, 1997, Mead et al., 2014). “perceived asymmetric control relative to another” (Rucker et al., 2012). Do consumer responses to belonging versus appeals for individuality influence? Power research indicates that high power promotes an agentic orientation associated with dominant attitudes, increased need for control, and independence; on the other hand, low power is associated with communal orientation that represents submissive behaviours, loss of control and dependency on others (Rucker et al., 2012, Wiggins, 1991).

Previous research suggests that control causes people to be more self-oriented and become less inclines to take other people’s viewpoint (Galinsky et al., 2006). Likewise, dominance increases social isolation (Lammers et al., 2012) and powerful individuals are less compassionate about the suffering of others (Van Kleef et al., 2008). Power also creates illusions of illusory influence over effects (Fast et al., 2009) and induces individuals to take action (Galinsky et al., 2003, Magee et al., 2007).

The self-brand connection refers to the degree of perceived overlap between the brand and the self (Escalas, 2004, Escalas and Bettman, 2033). (Birdwell, 1968, Dolich, 1969, Gardner and Levy, 1955, Sirgy, 1982) state that there are three main components of the self-brand relation.

First, brand ads based on brand sense and brand advantages are processed by customers. Second, consumers have an understanding of themselves as to who they are and who they want to be. Finally, the third, to determine the degree to which the brand is congruent with its self-concept, consumers participate in a matching process. Escalas (200) suggests that based on perceived psychological advantages provided by a bran, a self-brand relation can be created. 

In addition, customer choices and their decision-making processes are influenced by the congruence between the brand and self-concept. Previous research indicates that customers display their product preferences explicitly for identity signalling or impression management purposes (Berger and Heath, 2007, Ferraro et al., 2013, Griskevicius et al., 2010).

Therefore, consumers tend to exhibit higher levels of behavioural intent when making brand decisions for products they are most familiar with and brands that better meet their psychological needs (Aaker and Lee, 2001, Escalas and Bettman, 2003, Hirsh et al., 2012, Huffman et al., 2000).


Conclusion

To conclude Social networking is a rich source of user knowledge, including demographics, preferences, past habits and potential events, such as Instagram (Tucker, 2014). How to actually use such large data efficiently remains a mystery. Advertisers need to build tailored advertisements for a particular user (Aguirre et al., 2015, Lambrecht and Tucker, 2013, Tucker, 2014). For an evolving lodging concept Airbnb this study examines online advertisement strategies. In particular, the interaction impact of advertisement appeal and sense of control on the click-through and purchasing intentions of customers have been studied. The results of this study indicate that powerless people show higher levels of click-through intent and purchase intention when an appeal for belonging is displayed, whereas powerful people react. In addition, findings from a mediation study show that the underlying mechanism that explains these effects is self-brand relation. These results provide hospitality marketers with significant theoretical and practical implications. 

There are also theoretical contributions to this study. The hospitality literature provides little explanation of how an Airbnb experience is different from conventional hotels, and how this revolutionary peer0sharing model can be successfully promoted. By exploring the psychological dimensions associated with Airbnb, this study contributes to hospitality advertisement literature. Despite the increasing interest in belonging and the need for uniqueness (Liu and Mattila, 2015, Maimaran and Wheeler, 2008, Zhu and Argo2013), the marketing literature provides little guidance on how the sense of power of customers affects their pursuit of belonging versus motives for uniqueness. This research tackles the gap by showing that a low sense of power leads consumers to look for experiences of hospitality that deliver feelings of belonging. This shows that the online advertisement context, a match between the advertising a appeal and the sense of power of customers leads to higher levels of click-through and purchase intent. The findings of this study therefore broaden the actions of consumers and online advertisement literature by shedding light on the relationships between belonging, individuality and control. By exploring the mediating role of self-brand relation, the underlying mechanism of these affects are uncovered. The results of the study indicate that hospitality marketers should create advertisement messages that meet the psychological needs of customers and make them feel linked to the brand in order to attract clicks and purchases. 
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