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Introduction
When Airbnb emerged in 2008, it positioned itself as an exemplar of the sharing economy—a digital platform enabling individuals sto monetise underutilised residential space. The company's journey from a simple room-sharing service to global accommodation enterprise with over seven million listings raises questions about whether such ventures genuinely embody collaborative consumption principles or represent "platform capitalism"—systems extracting value whilst delegating risk to service users (Srnicek, 2017). This report examines Airbnb's business model, financial landscape, peer-to-peer market dynamics, strategic positioning, and future growth opportunities. Drawing on Wu et al.'s (2012) case study and Li and Tabari's (2019) UK hotel industry analysis, this examination reveals tensions between Airbnb's sharing economy narrative and its increasingly commercialised reality.

Business Model, Financial Landscape and P2P Market Forces
Airbnb operates as a two-sided digital platform connecting property owners with travellers. Wu et al. (2012, p. 4) identify the core value proposition as ‘offering authentic experiences at competitive prices whilst enabling hosts to generate supplementary income’. The revenue structure centres on commission-based fees—guests pay 5-15% whilst hosts pay approximately 3%. This dual-revenue approach exemplifies what Cansoy et al. (2021) describe as "risk externalisation," where platforms secure guaranteed revenue regardless of host profitability, transferring market volatility entirely onto service providers. The business model's theoretical foundation rests on what Hamari et al. (2016) describe as collaborative consumption—transforming empty rooms into income sources. However, Li and Tabari (2019, p. 18) observe that Airbnb's competitive positioning increasingly mirrors traditional accommodation providers. UK hotel stakeholders perceive Airbnb as direct competition operating with fewer regulatory constraints. This perception challenges Botsman and Rogers' (2010) optimistic framing of collaborative consumption as transformative, suggesting platforms may simply represent new intermediation forms rather than genuine peer-to-peer exchange.
Wu et al. (2012) identify budget-conscious travellers, experience-seeking tourists, and property owners seeking supplementary income as primary segments. However, Li and Tabari (2019) observe that price competitiveness emerged as the primary driver—more consistent with rational economic behaviour than sharing economy idealism. Applying Freeman's (1984) stakeholder theory reveals systematic asymmetries: whilst Airbnb and professional hosts capture substantial value, long-term renters, hotel workers, and residential communities bear negative externalities without compensation.
Airbnb's financial growth mirrors the enmeshment of technology in the modern age, alongside situational blind spots in its revenue scheme. Wu et al. (2012) document venture capital investment totalling $120 million by 2011. Li and Tabari (2019) cite estimated revenue of $2.6 billion in 2017. However, COVID-19 exposed structural vulnerabilities, with revenue declining approximately 30% during 2020 (Dolnicar & Zare, 2020). This reveals that whilst asset-light structures excel during growth, they provide minimal buffer capacity when demand collapses. Guttentag (2019) indicates that disproportionate revenue derives from commercial operators managing multiple properties. Analysis of high-demand European markets found 70-80% of listings exhibited commercial operation characteristics —directly contradicting Airbnb's marketing narratives emphasising authentic peer-to-peer exchange (Wachsmuth & Weisler, 2018). This concentration alters economic character from peer-to-peer exchange to intermediated commercial transactions.
The platform's algorithm advantages professional operators over casual hosts, as search algorithms prioritise listings with professional photography, instant response rates, and high ratings—characteristics more readily achieved by commercial operators with dedicated resources (Zervas et al., 2017, p. 697), as independent hosts often have other professional commitments so cannot monitor their listing 24/7. Hosts lack visibility into algorithmic decision-making, creating what Gillespie (2014, p. 168) terms "algorithmic opacity"—where governing bodies exert control over their economy whilst obscuring power dynamics. Airbnb controls platform access, fee structures, and visibility algorithms without host or guest input (Schor, 2017, p. 269). Li and Tabari (2019, p. 20) identify traditional accommodation providers as involuntary stakeholders experiencing competitive pressure, with UK hotel respondents emphasising regulatory disparities advantaging Airbnb hosts who avoid commercial accommodation licensing costs. These asymmetries exemplify what Kenney and Zysman (2016, p. 64) call "regulatory arbitrage"—platforms exploiting institutional gaps to avoid obligations imposed on traditional competitors.

Problems, Strategy and Current Situation
Airbnb confronts multiple interrelated challenges. The most significant concerns regard regulatory resistance across numerous jurisdictions. Cities including Barcelona, Amsterdam, Paris, and New York implemented stringent short-term rental restrictions. Li and Tabari (2019) observe these interventions stem from housing affordability concerns, neighbourhood disruption, and competitive fairness. The regulatory backlash represents "institutional mismatch" (Frenken and Schor, 2017), existing frameworks prove inadequate for platform-mediated activities.
The housing affordability crisis links directly to the dramatic increase of short-term rentals. Wachsmuth and Weisler (2018, p. 1160) demonstrate that Airbnb rental availability correlates with reduced long-term rental supply and increased housing costs. Their research quantifies significant housing unit displacement, creating political opposition. This displacement challenges Sundararajan's (2016) assertion that sharing economy platforms generate net social benefits, suggesting value creation for platform participants occurs through value extraction from excluded stakeholders—prospective long-term renters priced out of housing markets. The increase in commercialisation and erosion of the sharing economy’s credibility present major problems. Guttentag (2019) argues that this perception damages Airbnb's differentiation from traditional hospitality. The platform increasingly competes on characteristics originally unique to hotels - price, amenities, location - rather than offering categorically different value propositions (Dann et al., 2019). This convergence suggests Christensen's (1997) disruptive innovation framework may inadequately capture platform dynamics; platforms may gradually adopt similar characteristics, reducing uniqueness.
Safety and quality control present ongoing challenges. Unlike regulated accommodation providers subject to regulated inspection, Airbnb relies on user-generated ratings and post-visit complaint mechanisms. Wu et al. (2012) identify trust-building through verification systems as early priorities, yet fully resolving these challenges remains elusive. Reliance on reputation systems transfers quality assurance from platforms to users, exemplifying what Rahman and Thelen (2019) term "distributed governance"—a cost-saving strategy maintaining scalability whilst exposing users to risks that regulated markets typically mitigate. The platform's relationship with hosts presents strategic tensions. Airbnb depends on host satisfaction to maintain listing supply, yet algorithmic optimisation and policy decisions frequently prioritise guest experience and platform profitability over host interests (Schor, 2017). The emergence of platform cooperatives like Fairbnb demonstrates growing recognition that alternative governance models prioritising host participation represent viable challenges (Scholz, 2016). However, cooperative platforms struggle to achieve scale necessary for network effects.
Airbnb maintains dominant market share with strong brand recognition and UK market position (Li and Tabari,2019). However, Airbnb’s positioning is ambiguous: simultaneously claiming sharing economy credentials whilst operating increasingly as a conventional online travel agency. Product portfolio expansion demonstrates upmarket movement, and beyond core home-sharing Airbnb offers premium tiers, experiences bookings, and long-term stay options. Guttentag (2019) argues this trajectory reflects venture capital imperatives driving continuous growth—investors expect expanding margins, pushing platforms toward commercialisation, regardless of founding ideals. The platform's relationship with regulatory authorities evolved from confrontational to increasingly cooperative, though tensions persist. Airbnb now proactively collects tourist taxes and implements data sharing agreements. However, conflicts remain regarding appropriate regulatory frameworks balancing innovation benefits against housing affordability concerns (Wegmann & Jiao, 2017).

Challenges and Recommendations for Future Growth
Airbnb must pursue strategic adaptations addressing legitimacy challenges whilst maintaining commercial viability.
Airbnb should implement mandatory host categorisation, distinguishing between genuine home-sharing and commercial operations. Categories—'home-sharing' for primary residences, 'secondary properties' for vacation homes, and 'professional hosting'—would feature transparent disclosure and differentiated commission structures, with home-sharing paying lower fees. This operationalises Frenken and Schor's (2017) distinction between "true sharing" and "on-demand services," acknowledging different transaction types warrant different treatments. This addresses credibility concerns identified by Guttentag (2019) whilst creating financial incentives favouring authentic home-sharing over commercial operations – maintaining Airbnb’s founding value proposition.
The company should cap listings individual hosts can operate in high-demand tourist and urban markets. Wachsmuth and Weisler's (2018) research shows that unlimited commercial expansion exacerbates housing crises. Implementing caps, e.g. limiting individuals to three properties maximum in designated markets, would mitigate impacts whilst permitting modest entrepreneurial activity. This demonstrates Freeman's (1984) stakeholder theory by acknowledging that long-term residents constitute legitimate stakeholders whose interests warrant consideration.
Airbnb should establish revenue-sharing mechanisms with local communities, addressing stakeholder asymmetries identified by Schor (2017). Commission revenue portions could fund affordable housing initiatives or tourism infrastructure improvements - Vancouver's negotiated agreement requiring contributions to municipal housing funds provides a working model (Ferreri & Sanyal, 2018) for this recommendation. Proactively implementing such mechanisms demonstrates corporate social responsibility whilst potentially negating the need for restrictive regulations.
The platform should develop comprehensive sustainability metrics for each listing. Metrics could include energy consumption, water efficiency, and waste management. Properties meeting high standards could receive preferential algorithmic treatment, creating market incentives for environmental responsibility. Tussyadiah and Pesonen (2018, p. 1574) illustrate growing traveller interest in sustainable accommodation, suggesting competitive advantages for platforms facilitating environmentally-informed decisions.
Airbnb should implement democratic governance mechanisms providing hosts with formal policy input, as a cooperative. The current governance model concentrates power entirely with management and investors, contradicting collaborative economy principles (Schor, 2017). Establishing host councils with advisory authority would improve stakeholder relations. Scholz's (2016) analysis demonstrates participatory governance does not need to compromise efficiency. Advisory councils representing host segments could meet quarterly to review proposals, balancing commercial imperatives with collaborative principles.
Airbnb should shift from defensive regulatory responses toward proactive partnerships. Collaborating with policymakers to develop balanced frameworks would reduce adversarial relationships. Constructive engagement—sharing data about listing types, hosting patterns, and economic impacts—would enable evidence-based policymaking rather than politically-driven restrictions (Dudas et al., 2017, p. 1498). This reframes regulation as legitimacy-building opportunity rather than existential threat.

Conclusion
This examination reveals Airbnb as a platform embodying profound tensions between sharing economy ideals and commercial realities. The business model initially promising democratised hospitality entrepreneurship evolved toward commercialisation and value extraction dynamics characteristic of platform capitalism (Srnicek, 2017). Li and Tabari's (2019) analysis demonstrates significant competitive impacts on traditional hospitality, whilst Wachsmuth and Weisler (2018) quantify housing market disruptions.
However, dismissing Airbnb simply as exploitative would be reductive. The platform enables income generation for millions in economically challenged countries whilst providing valued accommodation options for travellers. The challenge lies in ensuring value creation occurs sustainably and equitably, accounting for impacts on diverse stakeholders (Freeman, 1984). Airbnb’s current platform governance concentrates benefits amongst shareholders and successful hosts whilst distributing costs to excluded stakeholders—creating structural inequities requiring reform.
The recommendations proposed offer pathways toward more sustainable operation: transparency regarding host categories, commercialisation limitations, community benefit-sharing, environmental accountability, democratic governance, and proactive regulatory collaboration. These adaptations would address acute legitimacy challenges whilst maintaining commercial viability. These recommendations acknowledge platform governance represents political choices, not technical inevitabilities (Kenney & Zysman, 2016). Alternative configurations balancing stakeholder interests remain feasible if platforms prioritise long-term legitimacy over short-term revenue maximisation.
[bookmark: OLE_LINK2]Ultimately, Airbnb's future depends on whether the company genuinely commits to the sharing economy principles it rhetorically embraces. Sustainable growth requires moving beyond narrow shareholder value maximisation toward stakeholder capitalism that balances diverse interests whilst acknowledging that platforms are governed spaces requiring accountability, transparency, and equitable benefit distribution. The broader question transcends Airbnb as an organisation: can venture-capital-backed platforms operationalise collaborative consumption principles, or do investor pressures for aggressive growth fundamentally obstruct authentic sharing economy models? Resolving this tension will determine whether platforms represent genuinely transformative innovations or merely new forms of extractive capitalism.
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