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Executive Summary
The aim of this report is to critically analyse Airbnb as an example of the sharing economy. The report will investigate Airbnb’s current landscape and how they have been impacted by socio-economic events over the last few years. By applying the business model canvas to Airbnb, the report will attempt to understand the desirability, viability, and feasibility of the business. The report will also utilise the grand strategy matrix and tools such as customer relationship management and enterprise research planning in order to identify the positives and negatives of how Airbnb operate. 

















Introduction
Airbnb was created in 2008 by roommates Brian Chesky and Joe Gebbia as a way in order to bring in extra income to their household. The company was initially created as ‘Air bed and breakfast’ which was then shortened to Airbnb. After hosting their first guests, the Airbnb founders realised they were on to something far more than a temporary housing solution. In April of 2009, Airbnb received a $600,000 capital investment. This allowed the company to make tremendous advancements. In 2011, Airbnb had spread to 89 countries and one million nights' worth of bookings had been made through its website (Aydin, 2019). 
The company’s success can be put down to them finding a gap in the market. Airbnb’s business model was different to anything else available to consumers at that time.  The company's success can be attributed to its identifying of a gap in the market. The business model of Airbnb was unlike anything else offered to customers at the time. The firm aims to occupy a niche between couch surfing and major hotels, putting it in rivalry with urban holiday rental services and bed & breakfasts, a typically fragmented industry with tiny, independent suppliers and no prominent national players. There are over 20,000 users spanning 1,000 locations and 70 countries (Geron, 2009). 
Airbnb’s business model has allowed them to grow into a multinational company with a large market share. The company has offices worldwide and operates within hundreds of cities worldwide. Despite their humble beginnings, Airbnb is now able to compete with large holiday companies across the world. Airbnb made $5.9 billion in income in 2021, a 73% increase over the previous year. The website counts 150 million members. In 2021, there were 300 million reservations on Airbnb, a 55% increase from 2020, and there were over seven million listings managed by four million hosts (Curry, 2023). 




Airbnb Landscape
In the present climate, the hospitality industry is experiencing an incredibly challenging situation, as it is still recuperating from the consequences of the pandemic. There are also a number of additional problems that are now emerging which are challenging for the industry. Shortages are at an all-time high, with 83% more positions listed and a lack of 170,000 hospitality jobs in the United Kingdom (Dignon, 2023). While businesses such as hotels will be impacted by this issue, Airbnb is able to avoid these issues as they do not require staff to maintain the properties they are listing. This gives Airbnb a competitive advantage over its rivals. According to an economic advisor, the hospitality sector is struggling more under the cost-of-living crisis than during the Covid-19 epidemic. Soaring inflation and energy costs, as well as supply issues, had created a "perfect storm" in the sector's core (BBC News, 2022). This will have an impact on Airbnb as there is likely to be a decline in the number of consumers who can afford to rent Airbnb properties. 
Airbnb saw significant growth as a company in the decade since their creation. However, the company have been unable to generate profits despite this. This was compounded by the unprecedented impact that COVID-19 had on the world and specifically the hospitality sector. Airbnb expected the virus to continue to reduce travel. The pandemic and the impact of steps to minimise the COVID-19 pandemic substantially negatively impacted and will continue to impact the business considerably adversely. Airbnb sold $17.9 billion in gross bookings in 2020, down 39% from 2019. The business claimed sales growth has slowed and will continue to slow. Airbnb's revenue fell 19% to $1.34 billion last quarter from $1.65 billion. However, its third-quarter earnings were $219 million as it recovered from the pandemic travel slump (Lyons, 2020). This describes how the impact of the pandemic had a significant impact on the financial position of Airbnb, however, it shows that since the pandemic, Airbnb has shown signs of recovery. As travel restrictions were lifted around the world Airbnb’s financial position began to strengthen. Fourth quarter revenue of $1.5 billion was 38% greater than Q4 2019. Additionally, the results of Q4 2021 were 80% higher than the previous year. Despite the impact of Omicron in December 2021, revenue growth rates for the fourth quarter of 2021 were 67%, higher than those for the third quarter of 2021 (Airbnb, 2022). This shows that with the increase in the number of people travelling post pandemic, Airbnb’s profits have grown substantially. The company has also worked to compensate its hosts following the pandemic. Airbnb stated on Monday that it will make a $250 million payment to hosts who lost money when visitors cancelled their stays due to the coronavirus pandemic. Airbnb notified hosts that the business intends to pay them 25% of what they would ordinarily get under its cancellation policy. The money will be made retrospectively for cancellations occurring between March 14 and May 31 (Coleman, 2020). By compensating their hosts, Airbnb demonstrates that they are in a solid financial position. It also portrays Airbnb favourably to their hosts and consumers. The hospitality sector continues to operate under challenging conditions and Airbnb is not immune to its impacts. While Airbnb has been able to recover financially from the pandemic, it shows that the company is susceptible to changes in the market, such as the cost-of-living crisis. 















Business Model Canvas   
[bookmark: _Hlk124535447]The business model canvas is a model designed by Alex Osterwalder as a tool that helps to develop all the necessary areas that are needed when creating a business. The business model canvas consists of nine building blocks that illustrate how a business aims to offer value and generate revenue. The nine blocks encompass the three most important aspects of a business: desirability, viability, and feasibility. (Strategyzer AG, 2019). 
Airbnb's business model may be evaluated using the business model canvas. This may be accomplished by analysing how Airbnb fits into the BMC's nine building blocks. 
Value Proposition 
Airbnb is a peer-to-peer accommodation network, meaning that the company must create value for both parties that operate using their platform. Both the buyers and the hosts must feel valued in order for them to continue utilising Airbnb. 
The appeal for buyers is that Airbnb is frequently a less costly option to stay and explore the desired location. Airbnb offerings are frequently more affordable than hotel chain listings. The buildings are often larger and more amenity-rich than a conventional hotel room or hostel. 
The main value in Airbnb for the hosts is that it is a good way of bringing in extra income. By listing their property on Airbnb, it opens up the option of generating extra income for the host.
Key Partners
The key partners are people or businesses that are essential in order for the business to operate successfully. 
Hosts are a key partner of Airbnb as they offer use of their property and services to customers using the platform. Having a good supply of hosts is vital for Airbnb in order to create value. 


Key Activities
Airbnb must ensure that they continue to grow their platform. They will have to undertake a number of activities in order to do so. 
Airbnb must work to create new ways in which they can add value to the company. They must seek to add additional services to their platform which provides their users with a better experience. Airbnb must also seek to improve on the reliability and consistency of their hosts. This can be done by providing a framework or training to their hosts. 
Key Resources/Assets
One asset that is key to the success of Airbnb is their brand and its perception across the world. Airbnb is globally known as a reliable and strong competitor to large hotel chains, and it is vital that the company maintains this perception. 
Airbnb’s network is also a key resource to the company. They have created strong network of both hosts and buyers meaning that there is always a large pool of users. By operating out of thousands of cities Airbnb can continue to improve on this resource. 
Customer Segments
Airbnb can segment both hosts and buyers in a number of different ways which will allow them to understand their user base more clearly. 
Hosts can be segmented by the type of property they are offering and by the quality of the property. The hosts are also segmented based on the location and by the types of experiences provided. 
Guest segmentation can be based on the type of trip they are looking to take and by how travellers will be using the property. The interests of guests are also used in order to make the experience more personal for the user. 
Channels 
Airbnb relies on channels to operate different areas of their business. Airbnb makes use of social media in order to communicate with a large base of people. Airbnb’s use of social media also allows for the company to run advertisements which can reach a large number of people, some of whom may not be aware of the company or it’s services. Coverage in the media also is a method of communicating between Airbnb and its users. These are ways Airbnb is using channels for marketing. 
Customer Relationships 
The relationships that Airbnb have built since its founding provide them with the strong base they currently have. Airbnb must maintain a good relationship with its customers and its hosts. They do this by achieving consistently good experiences for both parties by ensuring they adhere to the rules and guidelines. By ensuring the security of both parties, Airbnb will also be able to maintain good relationships with their users. 
Revenue Streams
Airbnb generates income by charging both their buyers and hosts booking fees. This indicates that Airbnb relies on platform-based transactions to generate revenue. This can be untrustworthy, as the pandemic demonstrated.
Airbnb will need to develop new income sources in order to generate additional income in the event of unforeseen circumstances in the future.
Cost Structure 
This element describes the most significant expenditures incurred in order to conduct the company strategy. One main expenditure that Airbnb has to incur is the cost of operating their systems. This includes the cost of running their software and their servers, as well as the costs of insurance for their users. 
Airbnb also have a significant cost in their advertisement department. The costs of purchasing advertisements in the media or on social media are a necessary outlay for the company. The business spent $771,9 million in the first nine months of 2022 on brand and performance marketing (O'Neill, 2022). 




Strategic formulation framework
Fred David developed the strategic formulation framework as a tool to assist businesses in defining and achieving their objectives. David argues that many firms fail to achieve their goals because they lack an organised strategy.
Typically, strategic frameworks will require the organisation to organise their objectives into a series of categories. Choosing a framework for the approach keeps the business focused on their objectives. It provides strategic processes with clarity and helps to navigate challenging situations (Wright, 2022). 
Correctly utilising the strategic formulation framework can be beneficial for businesses.  Strategy formulation takes an organisational viewpoint and meticulously examines all of the organization's components and their relationships to create an ideal and all-encompassing strategy. The method helps organisations set goals and assess achievement. It assists in ensuring that the organisation is going in a seamless direction. Companies with a comprehensive strategy development and plan are often more successful and lucrative than those without (SAF International, 2017). 
Grand Strategy Matrix
In order to identify where Airbnb sits on the GSM, it is important to investigate what characteristics the company possesses. Airbnb’s had seen rapid growth in the years since its creation and they have developed a strong competitive position. 
Airbnb has acquired 25 companies and made a total of 12 investments. For acquisitions, the organization has invested over $700 million. Airbnb has invested in several industries, including Online Travel, Social Platforms, and Food Technology (Tracxn, 2022). Airbnb is acquiring control and ownership over competitors; this can be perceived as the company exercising horizontal integration. 
Airbnb is also looking to increase its income and market share by introducing new products and services. Four additional property categories will be added to Airbnb's platform: Vacation Home, Unique Space, B&B, and Boutique. This will provide customers with more accommodation choices and more clarity on the sorts of accommodations available.   Airbnb will also provide custom-designed, once-in-a-lifetime vacations with the world's greatest residences, unique experiences, and world-class hospitality (Airbnb, 2022). This can be seen as Airbnb implementing product development, this is a characteristic of quadrant one on the GSM.
[image: ] (Ismail, 2017)
These characteristics suggest that Airbnb is in an aggressive position on the grand strategy matrix. The company is looking to expand its profits and customer base by introducing new products, as well as investing significantly in its marketing. Airbnb has acquired ownership over certain competitors in their sector which has allowed them to gain a greater control. By analysing the approaches taken by Airbnb, they can be placed on the GSM. 









Tools and Systems
Enterprise resource planning is a tool that businesses use daily. It can be used for accountancy, project, and risk management, making it a useful tool for Airbnb. Due to the way Airbnb is designed, they have an extremely high volume of different accounts to manage. By using ERP tools, Airbnb can more easily manage these, they can utilise ERP to monitor and assess the data generated from this. ERP can also support Airbnb when releasing now products or services, such as their attempts to introduce new accommodation types. 
Customer relationship management is a tool that Airbnb may utilise to manage their client interactions. Airbnb's primary customers are its hosts and their guests. CRM is advantageous since it allows Airbnb to keep strong communication with its hosts. It will enable hosts to resolve any concerns, such as security complaints or establishing property rules, directly with Airbnb. For Airbnb guests, CRM will simplify the process of discussing concerns such as booking difficulties and refund requests.













Conclusion 
The hospitality industry is an extremely competitive industry; however, Airbnb has managed to establish a strong position in the market. The company is known globally and has developed into a market leader. Despite this, Airbnb has experienced financial difficulties over the last five years. This can be attributed to the difficult social and economic situation the world has found itself in. The COVID pandemic severely impacted Airbnb’s ability to do business with the majority of countries shutting down their tourism industry.
As a peer-to-peer accommodation network, Airbnb must create value for both its guests and hosts. These groups are essential partners, and the business would not be successful without either group. A good relationship must be kept with both of these groups by consistently providing a positive experience.
Airbnb falls on an aggressive section of the GSM. This is down to the methods in which is conducts its business. The company has taken steps to grow control and ownership over their competitors which is an example of horizontal integration. Alongside this, Airbnb is looking to add extra services and products to their brand. Product development is also a characteristic that as Airbnb in quadrant one of the GSM. 
Overall, while Airbnb appears to represent the sharing economy on the surface, it does not follow its characteristics. Within a sharing economy, goods and services are traded without the need for compensation. All parties that act within the business of Airbnb are compensated either monetarily or with a service. Therefore, Airbnb is more similar to the pseudo-sharing economy
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