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Executive Summary

This report is focused on Airbnb and its place in the Sharing Economy, Airbnb founded in 2007 by friends offering their spare room to let for a major event in San Francisco, fast forward 17 years and the company is now a worldwide brand valued at over $70 billion.  The Sharing Economy is a fantastic place where people are able to offer up underutilised assets to people who maybe are unable to afford to buy them themselves, this creates a space where supply and demand go hand in hand, fundamentally this is what Airbnb is, it’s a sharing economy on a global scale.
Airbnb is a huge business, a business that is ever expanding, using tools such as the Business Model canvas and the Grand Strategy Matrix we are able to see where the business would currently be positioned, work out its strengths and weakness, look at who its main stakeholders are and assess where they can go in the future.
Being such a large company, Airbnb employees over 6,000 staff as well as major CRM, ERP and SCM systems, these systems are linked together to allow for a more streamlined way of managing the day to day running of the business.  
What does the future hold for Airbnb? Well the introduction of more regulations on a local and national level could create a loss of hosts, however with the inclusion of Artificial intelligence to their platform, this should help to create a more streamlined and simplified system for both Host and Guest.













Introduction

This report will be critically examining Airbnb in the context of the sharing economy, firstly we will discuss Airbnb, its history and the major developments that have shape the company today, there will be an introduction to the sharing economy, what is it, how its developed and then a look at where it is expected to go in the future.
Following on from there, this report will look at the Airbnb business model, its current financial landscape and its Peer to Peer (P2P) market forces and its target groups.  We will address the problems with Airbnb as a concept, and how it is implementing business strategy to try and resolve these.  We will focus on the Business Model Canvas (BMC) the Grand Strategy Matrix (GSM) and then look at the current tools that Airbnb is using such as Customer Relationship Management (CRM), Enterprise Resource Planning (ERP) and Supply Chain Management (SCM) systems. 
Once this is done there will be a discuss around where recommendations for future growth of the business and where it is thought Airbnb will look to move into in short and long-term future.

Airbnb Landscape

Airbnb was founded in 2007, when according to (Airbnb, 2023) “two hosts welcomed three guests to their San Francisco home”, such a simple start for what is now a multi-national company that offers accommodation worldwide, they now have over 4 million host and have accommodated more that 1.5 billion guests right across the globe (Airbnb, 2023).
Airbnb is a acronym for Air Bed and Breakfast a very simple concept that  has changed accommodation networks across the globe (IGMS, 2023), as a company Airbnb is still relatively young, only going global in 2011, however over the last 12 years, they have created a company that in 2021 was valued at over $105 billion and in 2023 was valued at $73 billion (Statista, 2024).  The value of Airbnb has fluctuated over the past few years, with the COVID-19 pandemic in 2020 creating an alien environment all over the world, it helped to bolster Airbnb with more people having to holiday within their own countries, a report by (Filieri, Milone, Paolucci, & Raguseo, 2023) found that post COVID-19 there was a greater demand for more rural, non-shared accommodation than pre the pandemic.
Airbnb is a fine example of the sharing economy, the concept of the sharing economy is as old a human civilisation (Poloczek, 2022) the idea is that one person has something that they aren’t using, they allow another person to use it in return for the use of something else or monetary reward (Poloczek, 2022).  However with the invent of the internet and the changes in people are now viewing the natural resources of the planet, the sharing economy has become a multi-billion dollar industry all over the world (AConnect, n.d.).  According to (AConnect, n.d.) companies such as Airbnb are just acting as intermediaries between the Host and the Guest, this is known as a Peer to Peer (P2P), the concept is very simple and stays true to the companies beginnings, however by just acting as an intermediary, Airbnb is a multi-billion dollar business.
Although on paper the sharing economy offers fantastic opportunities for people to share their underutilised resources, as with anything there are some disadvantages, the main issues is that of a lack of regulation, according to (Investopia Team, 2023) many people who offer their goods and services through sites such as Airbnb may not be complying to local or national regulations.  Another criticism of the sharing economy is that due to the nature of sites such as Airbnb it could create a racial or gender biased where certain host may decide not to accept a guest based on discriminatory prejudices (Investopia Team, 2023).
Airbnb although a big player in the short term accommodation industry do have a number of competitors, many who have changed their business over the past few years to be more competitive with the Airbnb business model, business such as Vrbo, Booking.com and Expedia are all trying to take away the Airbnb market share (DeMers, 2024), according to (DeMers, 2024) Airbnb is ahead of its competitors because it’s a “got there first” it is also used as a colloquial term for a short term rental, this is marketing money can not buy.  Other advantages of Airbnb is its simplicity, one website that not only offers’ short-term lets, but now hotel rooms, treehouses and castles (DeMers, 2024).

Business Model Canvas

The Business Model Canvas (BMC) is a strategic management tool designed to be simple to use and to offer a way of working through a business idea in a coherent way (Ebinum, 2016), created by Alex Osterwalder for his PhD research, the model is depicted as a visual chart that allows a business or organisation to understand their position while being able to note any potential trade-offs (Mansfield, 2019).
The BMC is made up of nine sections, these are
Value Proposition – this is the product or service that the business is going to offer to its customers, this is unique to the individual business.
Infrastructure – Made up of three elements, Key Activities, Key Resources and Key Partners.
Cost Structure – This section is intended to highlight all the costs that are to be associated with the project.
Revenue Stream -  This is the final element of the canvas, this will show how the business expects to make money from the project.
[image: Airbnb Business Model Canvas]

Above is an example of a Business Model Canvas for Airbnb, (Pereira, 2023) suggests that 

	Key Partners – Professional Photographers and Insurance companies are listed as the ley partners, this is because Airbnb offer all of their hosts the opportunity to have their properties professionally photographed to offer the best possible first impression of the property (Airbnb, 2023).  According to (Subbaraman, 2011) when photographed professionally properties are 2.5 times more likely to be booked than those done by the host.
	Key Activities – Platform Development and Customer Support are the two main activities Airbnb need to focus on, by making sure their platform remains cutting edge and by having a 24 hours customer support service they are able to help with fantastic customer retention rates.
	Key Resources – As Airbnb is a part of the Sharing Economy and their main business focus is being an intermediaries between host and guest, their only tangible resource is their platform, as stated above continued development and the smooth running of the platform are paramount to Airbnb.  Listed properties are also suggested as a Key Resource, this is because without retention of listings, Airbnb would soon run out of properties to market.  Another recourse not listed but worth noting is that of the guest, according to (Growth Data, 2024) Airbnb has 150,000 users worldwide with 6 guests checking into an Airbnb every second.
	Cost Structure – Airbnb employs over 6,000 people worldwide (Growth Data, 2024), this would be in roles such as platform development and marketing, two highly important arms of the company.
	Value Proposition – with the unique way that Airbnb is run, their biggest value proposition to their hosts is to offer the opportunity to turn an unused part of their home into a profitable business, whereas to their guests, it’s a way of seeing a different side of a destination.
	Customer Relationship – the whole concept of Airbnb is to allow the host and the guest to manage their own transaction, Airbnb acts as the intermediary to make sure that everything runs smoothly, the guest pays Airbnb and then 24 hours after check-in Airbnb will make a payment to the host.
	Channels – Airbnb has two channels, their website and their app, this offers a very streamlined opportunity for customer to make bookings, manage their booking and list properties all in one place, one downside of this is that non-computer literate customers are excluded from the process.
	Revenue Stream – Airbnb is unique in the way that it collects fees, it charges the host between 3% and 5% of the cost of the booking, whilst also charging between 0% and 20% (Pereira, 2023) to the guest, this means that they are potentially collecting double fees on all transactions.
	Customer Segment - as stated previously, Airbnb has two customers, the Host and the Guests.  However, with the expansions of the company towards a one stop holiday shop, this section will soon include more diverse customers such as travel companies and experience hosts.

Grand Strategy Matrix

The Grand Strategy Matrix is relatively new, having only been launched in 2017, the idea is that it compares Market Growth with an organisations competitive position (Lucidity, n.d.), being made up of four quadrants
	First Quadrant – Considered the best of the four quadrants to be positioned in, being in quadrant one suggests that a business has a strong competitive position and rapid market growth.
	Second Quadrant – This quadrant suggests that a business has the opportunity to grow, however they are not taking it, being place in quadrant two would mean that changes need to be made for the business to fulfil its potential.
	Third Quadrant – Being in quadrant three means that a businesses competitive situation is quite weak and their market is also low.  This means that the business is not achieving and unlike quadrant two there is no real room for progression.  According to (Lucidity, n.d.) the only way out of the third quadrant is through major changes to your business.
	Fourth Quadrant – Quadrant four suggests that the business has a strong competitive edge, however they have a weak market position, it is suggested that to progress from here you would need to consider diversification. 

Airbnb would potentially fit into Quadrant one of the Grand Strategy Matrix, they currently have a strong competitive position as well as rapid growth in their sector, however they can not be complacent as another global shift such as the COVID-19 pandemic could see their market growth decline and then slip into the fourth quadrant.
	



Tools and Systems

Being such a large company Airbnb employee a number of tools to manage the huge workload that they have to manage.  According to (Apps Run The World, 2024) Airbnb UK is currently using over 8 CRM systems an ERP system among many others.
CRM systems are used by many organisations they are according to (Salesforce, n.d.) used to help improve the customer experience, to help build relationships with customer and to increase sales.
The main aspect of CRM software is to record customer data, this can be something as simple as contact details, or according to (Salesforce, n.d.) this could be recent activities with the business.  For Airbnb CRM is vital, as both Host and Guests will be recording information through this system, by having adequate CRM systems they will be able to maintain a strong business stance.
ERP systems according to (Oracle, 2024) are a form of software that is used for daily tasks, these include accounting, procurement and project management to name a few.  This type of programme would be vital to Airbnb as they would need manage the day to day running of the business, according to (Oracle, 2024) ERP systems are as important to a global business these days as electricity.
ERP systems are regularly designed to be compatible with the companies CRM systems, this allows for a more streamlined process for both the organisation and the customer (Oracle, 2024).
SCM systems are also used by businesses of all sizes, the concept is that the SCM system manages the flow of good around the system, through good SCM systems companies are able to reduce costs and move products from point A to point B more efficiently (Fernando, 2023).
Airbnb would use SCM systems to help manage their ever-expanding business, according to (Blue Ocean Academy, n.d.) through good SCM systems revenue in the hospitality industry can increase by 20%, this is through, management of vendors, dealing with suppliers and being linked into the already in situ CRM systems. 




Recommendations for the future

In conclusion, Airbnb has grown incredibly over a few short years, its growth into markets all over the world has created an issue with regulation, many governments worldwide are looking at how to regulate the short-term letting market (Bubel, 2023), this could cause an issue for Airbnb, at the moment with minimal regulations hosts are able to sign-up, upload their property and start making money.  According to (Bubel, 2023) cities all over the world have started to impose limits on the number of days hosts can let their properties for, additional taxes have been added, all this combined could create a more difficulties for the more part-time hosts, who might then decide that its more hassle than its worth, this in turn will have a huge impact on Airbnb.
Another huge change coming for Airbnb is the introduction of Artificial Intelligence (AI) with AI taking a huge leap forward in 2023, it is only a matter of time before it becomes part of the Airbnb platform, it is suggested by (iGMS, 2023) that AI could become a digital concierge service, offering a 24 hour online chatbot with recommendations for local restaurants and events.  Something else being offered now thanks to the invent of AI is a more streamlined and dynamic pricing structure, according to (iGMS, 2023) Airbnb hosts can now adjust their pricing using AI to make sure that they are getting the best return on their property.
Whatever the future holds for Airbnb, it is still a relatively new company that has huge scope for growth, by staying ahead of global trends Airbnb can cement its place as the premium online booking agent.
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