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Executive Summary 
For this assignment the analysis of Airbnb will be investigated with a critical analysis and information will be found about the main factors of Airbnb and the sharing economy, the specific business model, strategic formulation framework and the different tools and systems involved in Airbnb including the general history and running of the company and its assets. There will be a number of references and theories to back up the knowledge of how Airbnb works and the different strategies it takes to be a successful and how it is involved in the sharing economy. 

Introduction 
In this report there will be critical analysis about the way that Airbnb run in the sharing economy, the unique businesses model canvas and the different tools and systems that will help the whole company look towards the different recommendations for future growth. The history and general information about Airbnb will be included along with varying images and references to support the information given, the challenges and problems will also be highlighted to show a clear understanding and knowledge. The Airbnb company has many locations all around the world where people will rent out their own homes or individual rooms to people for a set price over a short or long term period. There are different risks involved for both the host and the guests as there are also challenges and issues that must be looked into to secure a successful business and secure profit for the owners. 









What is Airbnb?
Airbnb is an accommodation site that is part of the sharing economy and allows people to rent out their homes or specific rooms to guests for a set fee for an allocated amount of time, this could be long or short term, it is a great alternative to a hotel and can be great for back packers as they travel to different sites. Airbnb was founded by Joe Gebbia, Brian Chesky, and Nathan Blecharczyk who created the business in 2008, they started by renting their own homes for a price and used the original website called airbedandbreakfast.com, the business was not successful to begin with and it took three attempts to start it up successfully. Airbnb currently has more than 6 million listings in more than 190 countries, each listing will have specific information about the property including the size of the space, cost, specific rules and regulations, safety information and the different features and facilities it has to offer, previous guests can also leave reviews which can be seen by the new guests. (Lacoma, 2021)
Another definition of Airbnb is “An Airbnb is a residential property that hosts rent on a short term basis to travellers. It can be anything from a house, a single room, a boat or even a tree house. Think of it as pop-up accommodation – a marketplace where people rent out their properties.” (Duckworth, 2019)
· There are 2.9 million hosts that rent out their homes in 2021
· There is an average of 14,000 new members every month 
· There is around 7 million listing worldwide 
· From 2009 to 2019 the growth of the Airbnb site increased by 153%
· In 2020 Airbnb had around 14,000 employees which included data analysists, software engineers and developers for the website. (Deane, 2021)
Advantages 
· There is a huge selection of properties to choose from all over the world which varies in price and size depending on the need of the guest, there will also be a large variety of facilities to choose from. 
· Hosts do not have to pay to list their property on the website.
· Hosts are able to set their own price and value their own property possibly comparing to others in the area.
· There are secure security systems and protection for both hosts and guests also payment is held for 24 hours by Airbnb before the funds are given to the host.
Disadvantages 
· The accommodation might be falsely advertised, and images could be outdated and inaccurate, to help guests get what they hoped for they can read previous comments and reviews to help them decide. 
· Damage to the property could be caused by the guests which could be very upsetting to the host and cost them a lot of money to repair.
· [image: ]In some areas it is illegal to rent out their own property and special permits and licenses may have to be required to become a host. (Folger, 2021)
Businesses will always have challenges and problems that it has to face and above is an image to show some of the problems that Airbnb has to overcome. Trust issues, traveller retention and competition are another few challenges that they must face and attempt to get the best outcomes possible, there are of course more benefits than disadvantages in this company, but all problems must be explored. (Saxena, 2018)


Sharing Economy and Airbnb 
[image: ]A definition of the sharing economy is “an economic model defined as a peer-to-peer based activity of acquiring, providing, or sharing access to goods and services that is often facilitated by a community-based on-line platform.” (Scott, 2020)
[image: ]Technology has been one of the biggest help in the massive growth in the sharing economy. (Lovick, 2020)
Overall Airbnb is seen to be a very positive industry and is helping many different local communities and economies all over the world. One of the main factors of using Airbnb is that it motivates people to travel and find new experiences and adventures in different neighbourhoods which could help fund the local entertainment areas, it is also proven that Airbnb guests typically spend twice the amount of usual tourists. Some may query that it is killing the hotel industry but from data collected most of the Airbnb locations are away form hotel hotspots, 70% in fact. Airbnb sharing economy is encouraging the tourists to purchase from smaller local businesses and supporting the smaller brands rather than the larger main events and attractions. A lot of people do struggle to create an income, so with the use of Airbnb hosts are able to make a living by using their home and the facilities in the area, from some collected data hosts have said they wouldn’t be able to continue to live in their home if it wasn’t for the income they have made from renting through Airbnb. Hosts have been able to build up different skills such as the entrepreneurial skill and communication skills by taking on the Airbnb sharing economy lifestyle and becoming more knowledgeable in the marketing sectors. (IGMS, 2018)

Tourism is a huge factor to consider when mentioning Airbnb as it is among the top two sources of creating an earning in 20 of the least deprived countries in the world which shows that people are willing to spend money to travel and visit many different countries to support them.  The different availabilities of technology is a massive help for the sharing economy companies as the easiest and best ways to access and contact the companies is through a website or phone number which can be accessed through a mobile phone, laptop or tablet, although not everyone will have access to one of these at all times. (DELOACH, 2018)
Guests that use Airbnb could be people that are using the destination for leisure purposes but also some people may be using the accommodation for business travels. In a study by Murphy in 2014, 56% of people said that free Wi-Fi was a must when staying somewhere which shows that people being connected to the internet and our digital world is very important whether on a business trip or for leisure purposes. Airbnb is looked at as a possible risk to hotels as they are able to change the pricing determined through peak or off peak seasons which has forced hotels to also lower their prices which could have serious effects for the long term.  (Saloomeh, 2019)











[image: ]Airbnb Businesses Model Canvas
“The Business Model Canvas (BMC) is a strategic management tool to quickly and easily define and communicate a business idea or concept. It is a one page document which works through the fundamental elements of a business or product, structuring an idea in a coherent way.” (Sheda, 2016)
The key people involved in the Airbnb process is of course the hosts and the guests. The key partners in the business models each have a specific role in ensuring that the business runs as smoothly as possible with the best outcomes, Airbnb is made to give unique experiences at a lower price than a hotel room, experienced hosts are able to provide online and real-world adventures for their guests to get involved in. The customer segment can be split by guests and hosts, guests can also be split again into new sections including what type of trip they are on, this could include business, leisure or backpacking, the rental type which could be shared space, room or entire property and accompanying guests of how many people there will be such as children and other family members. (Uenlue, 2020) 
Airbnb has become very successful due to the variety of collection of strategies forces that have helped build up the company to what it is today, the key partners have come together to create an innovative and successful company that keeps gaining year by year which means there is great potential for future growth. Airbnb have had some large investors over time to help structure and shape the company, large amounts of research and money have been applied into every part of Airbnb to give the best experiences possible. Some of the investors include Y Combinators, Sequoia Capital, Google capital and Tiger management. (Parker, 2020)
[image: ]SFF



[image: ]
The best way to analyse and look at the strategic framework of Airbnb is the grand strategy matrix where it looks at the overall growth and competitive position that the company has to face. The definition of the grand strategy matrix is “The Grand Strategy Matrix charts two dimensions – the market growth vs the organisations competitive position. Each of the four quadrants has a number of strategic options and the framework is designed to assist you evaluate the potential direction you decide to move in as a business.” Airbnb is in quadrant 1 in this chart as they have strong competition and are very successful when competing with other accommodation areas such as hotels. They are also a growing market and are very successful in the market as a short or long term rental area, they also look as though they will continue to grow over the years as it is becoming more and more popular to stay in these homes. As for 2020 and 2021 there may be a dip in profits as the global pandemic has stopped people from travelling anywhere other than their own homes which must be considered for future growth. 
[image: ]The best quadrant to be in is the first quadrant as it has a strong competitive position and a rapid market growth which is the best position to be in as a company as it means they are successful and have a great sustainable future ahead. The advantages of using this framework is that it is easy to understand with simple controls and it can be applied to any market or industry. Some of the disadvantages include that it should really be used with other tools to be more accurate and some businesses may fall into multiple quadrants depending on the number of products or services they may have. (Lucidity, 2021)






Airbnb has successfully created a growth strategy on how the attracted 150 million users and managed to keep them on board. Airbnb experiences are a new businesses venture which has kept members intrigued and amused by what the hosts have to offer, people are able to share unique experiences and guests can discover new skills and hobbies sometimes without a massive extra fee. Airbnb have taken on some huge opportunities to ensure they are successful but also provide a safe and secure business for hosts and a great variety of places for guests to stay. (Al-Saad, 2019)
Tools and Systems 
Airbnb focuses on the use of technology and its online website and app to make it as easy as possible for guests to find the right properties and for hosts to promote and rent out the ideal stay for a variety of peoples needs and wants. Some tools that Airbnb will have in place include dynamic pricing, automated messages, channels management and market research. (Clifford, 2020)
There is an Airbnb app which allows easy access to all the properties around the world with many different reviews and comments and filters to allow customers to make the right choice on where they want to stay. There is a programme called beyond pricing which allows guests to compare pricing if they need some help to decide. Another tool is ensuring the owner has a great cleaning service which is reliable and on hand whenever the previous tenants have left, this reduces some time for the host as they are able to prepare for the next guest much quicker knowing their property has been thoroughly cleaned and tidied. Having a secure SWOT and PEST analysis in place is important for any businesses to look at their success and ways that they can move forward.  (Whome, 2020)

Conclusion 
Overall, the Airbnb industry is very successful and has built up some major opportunities which have helped people all over the world to start their own income and provide outstanding properties and experiences for a variety of guests to enjoy. Airbnb looks to carry on becoming even more successful as the years go by since they started in 2008, the company has come on in leaps and bounds and continues to provide the best possible experience for its customers. As the company take around a 10% commission from the hosts, they are able to make a profit and find employees to develop and design their software sites to the best of their potential to reach out to as many people as possible. Like any other company, they have competitors, mainly being hotels as they may have different facilities for a different cost, although from data shown it is clear that people prefer to have a property or room to themselves rather than pay extra to stay in hotels. The SWOT analysis shows the variety of strengths, weaknesses, opportunities and threats that Airbnb have to face, but it seems that the company take every weakness in their stride and attempt to get the best outcome possible. Airbnb are a very successful industry and in their sharing economy they provide for local people and the surrounding local community which benefits many people.  
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