

Executive summary 
[bookmark: _Hlk92292329][bookmark: _Hlk92292994]This report critically examines Airbnb as an example of the sharing economy. It centres on two papers that discuss Airbnb, namely- Wu, S., Lee, F. & Reynard, J. (2012). UCLA: Economics 106T and Luqi, LI. & Saloomeh, T. (2019). Impact of Airbnb on customers' behaviour in the UK hotel industry. Tourism Analysis, 24 (1). The report evaluates the Airbnb business model, focussing on the financial landscape, P2P market forces, target groups, problems, strategy, current situation, challenges. It also suggests recommendations for future growth. The report concludes that Airbnb has many problems and challenges they come to face. Airbnb has had a very successful start to their journey, and it seems to only grow. The recommendations in this report will show Airbnb where they need to improve or can do better or even what to do next to advance Airbnb further.



Introduction 
BMSP 6002		1900689
[bookmark: _Hlk92290851]Airbnb is a peer-to-peer marketplace for accommodation. Airbnb first started in 2007when two friends needed extra cash to be able to pay their rent, so they decided to rent out extra beds for $80 a night leading to them seeing it as a business idea (Nguyen, 2014). This report critically examines Airbnb as an example of the sharing economy. It centres on two papers that discuss Airbnb, namely- Wu, S., Lee, F. & Reynard, J. (2012). UCLA: Economics 106T and Luqi, LI. & Saloomeh, T. (2019). Impact of Airbnb on customers' behaviour in the UK hotel industry. Tourism Analysis, 24 (1). The report evaluates the Airbnb business model, focussing on the financial landscape, P2P market forces, target groups, problems, strategy, current situation, challenges. It also suggests recommendations for future growth. With a focus on collaborative consumption, sharing economy, and the peer-to-peer market. 
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Business Model Canvas                                                                                                                         Adapted from Taneja (2018).
	Key Partners

· Hosts
· Guests
· Investors
· Processors for payments
· Freelance photographers 

	Key Activities 

· Building a host network base.
· Building a gest/travellers’ network base.
· Managing hosts and guests.
· The development and management of the product.
	Value Propositions 

Hosts
· Ability to earn money by renting out their empty spaces.
· Offer insurance to hosts on the spaces that they are renting out.
· The use of a freelance photographer for free for pictures to use on listings.
Guests
· Ability to book a homely stay over a hotel room.
· Cheaper option compared to hotels. 
	Customer Relationships 

· Social media
· Offers
· Insurance
· Customer service 
· Emails 
	Customer Segments

Hosts
· People with an empty space and want to earn some extra cash.
· People who want and like meeting new people.

Guests
· People that love to be able to travel and meet new people.
· People that want a cheap and homely accommodation. 

	
	Key Resources 

· Technology
· Employees
· Hosts
· Guests 
	
	Channels 

· Website
· Facebook
· Mobile app
· Email 
· WhatsApp 
	

	Cost Structure

· The setup of Airbnb’s technology
· Running costs
· Salaries 
· Payment to the freelance photographers 
	Revenue Streams 

· Getting commission from guests from every booking they do.
· Getting commission from hosts for every booking they get.



Critique 
Financial Landscape
In 2012 Airbnb’s venture funding was at $120, with most of Airbnb’s growth can give credit to the large amount of investments they made into their infrastructure and marketing (Wu et al., 2012). The investments made by Airbnb in 2012 mostly paid off, this is shown by a 120% increase in searches for Airbnb this then led to an increase in the number of nights being booked from 800,000 to 2 million (Wu et al., 2012). By enhancing their advertising and improving their website, Airbnb where able to grow their revenue from 2009 of $850,000 to 2012 at nearly $45 million (Wu et al., 2012). In accordance with this Airbnb’s sales have also grown, from roughly 365 bookings in 2008 to a massive 15.8 million bookings in 2012 (Wu et al., 2012). Bases on average lengths of stays in london of 4.6 nights in 2018 it was estimated that the income was around £380 million (Inside Airbnb, 2018).
Before entering the stockmarket Airbnb was priced at $68 the night before, when trading opened at midday the next day Airbnb’s shares where worth $146 each meaning that Airbnb’s market cap for their 1st day of trading was roughly $86.5 billion (Feiner, 2020). In the past 6 months Airbnb’s stock value has gone from $139.99 on July 14th 2021, to $169.42 on January 13th 2022 with a peak of $208.38 on November 16th 2021 (Google Finance, 2022). Airbnb’s current market cap is roughly $107.72 billion (MarketWatch, 2022). Airbnb has a 1-year shares target of $194 per share (Nasdaq ABNB, 2022).
P2P Market Forces 
Peer to peer first started out as a file sharing platform for things such as documents and music, but now we can see peer to peer as a network where a application or computer is the server allowing people to share freely this being accommodation, items or even services all without needing a central server (Steinmetz & Wehrle, 2005).
There are many examples of peer-to-peer market forces Airbnb just being one, another would be Uber and eBay all these alow smal businesses and individuals to compete with big organisations (Einav et al., 2016). Airbnb where already market leaders in the peer to peer and room sharing online marketplace by 2012 (Wu et al., 2012). In 2012 Airbnb’s top competitors where Couchsurfing, roomorama, wimdu, and 9flats (Wu et al., 2012). There are not many differences in all the different companies’ business models, the only differences found is in the number of listings, diversity in listings, brand recognition, reputation, and the customer loyalty in the user base (Wu et al., 2012). 
The peer-to-peer market is also known as collaborative consumption or the sharing economy where they have seen a shift in ownership and sharing (Bardhi & Eckhardt, 2012). Scholdan and Straaten (2015) tells us that Airbnb had more than 800,000 listings, these listing were used by over 20 million users in 190 different countries in 2015. According to Panda et al, (2015) the people using peer to peer market forces are between the ages of 19 and 35.
Target Groups 
For Airbnb’s target market they look at both demographic and psychographics for their ideal customer base (Griffiths, 2020). Firstly, the demographics they want hosts from high income households this is then making sure that they high quality amenities and furnishings that will appeal to potential guests (Griffiths, 2020). The psychographics then looks at what the guests like such as lifestyle, interests, and values an example of this would be that someone who would rather stay in and cook every night would look for somewhere to stay with a decked-out kitchen stocked with quality equipment and basic ingredients (Griffiths, 2020). Additionally filter targeting allows hosts to access niche market of guests where they would search for key words such as ‘pets, events, work trips, and families’ (Griffiths, 2020) these key words are important aspects for the guests meaning the hosts that have them in their listings are more likely to get the guests than hosts without key words.
Problems 
Some of the problems that Airbnb are faced with include being able to develop a sustainable competitive advantage, as there are low requirements to enter the peer-to-peer market this allowing Airbnb’s competitors to replicate their business model this making any long-term growth a challenge (Wu et al., 2012). A second problem that Airbnb face is establishing consumer trust, even with insurance and policies to protect hosts against vandalism, thefts, and violence if any of these where to occur it would massively damage Airbnb’s reputation and can loses all of the trust that they have built with their hosts and potential guests (Wu et al., 2012). Another problem that Airbnb come across is legality issues, these issues are something that affects Airbnb’s domestic and international markets as Airbnb’s form of rentals may violate laws as it can vary country to country (Wu et al., 2012). In addition, some places they have made it illegal to rent for less than 30 days (Wu et al., 2012). Lastly a problem that Airbnb are faced with is Covid-19 concerns, as Airbnb need to be able to reinsure the guests that rental accommodation is safe this following that even hotels are faced with inconsistencies with cleanliness therefore the public may have a worse view on home sharing (Abril, 2020).
Strategy
The first strategic option would be to increase usage and to establish Airbnb in the domestic market, from current listings on Airbnb it shows that ther is still potential to grow (Wu et al., 2012). Another strategy is to integrate Airbnb’s platforms with other outlets in a similar way to how the hotel industry has partnerships, from this Airbnb could benefit and gain usage, grow in traffic, and a growth in their revenues (Wu et al., 2012). Examples of potential partnerships are car rental services, reviewing services, and airline agencies, these partnerships also demonstrate a larger picture for collaborative consumption allowing guests to rent a room, flight, car, and other goods all from the same place (Wu et al., 2012). A final strategy is to expand internationally Airbnb’s competitors have been reaching countries that Airbnb potentially haven’t been reaching, to reach these places new offices are to be used giving support from locals with better knowledge of the areas giving the ability to educate more on collaborative consumption (Wu et al., 2012). These are examples using strategic formulation framework but by using the grand strategy matrix we can see it in a simpler form shown below Airbnb can be place in quadrant 1, because Airbnb is constantly developing its market and penetrating the market, Airbnb is pushing forward and is developing new products to add to its services leading to them being forward, backwars, and even horizontal integration and lastly Airbnb is making steps forward [image: Timeline

Description automatically generated]for more diversification (Karyono et al., 2020).
Current Situation
Airbnb’s current situation has been impacted massively by covid-19 in a positive way, this is because pre covid-19 people would only go away on holiday once a rear for a few weeks usually at a hotel and now Airbnb reports that long term stays are becoming more popular (Spatacco, 2022). Airbnb’s financial profile has still been increasing with a increase of 70% year on year with a record revenue in 2021 of $1.3 billion with a net income of $834 million (Spatacco, 2022). For all or any questions Airbnb have a resource centre on their App and website including sections such as ‘answers to your hosting questions about Covid-19’ and ‘answers for travellers about Covid-19’ (Airbnb, 2022).
Challenges 
Here are 3 of Airbnb’s top challenges. To begin with Airbnb needs more hosts and accommodations to be able to keep up with demand in people wanting to travel this problem is not just something that faces Airbnb but also the travel and Gig economy (Bursztynsky, 2021). Next is the accommodation not being what the guests expect, this would be where hosts have left out key information about the listing or have made the place seem better that it is for example the accommodation is not easy access, misinterpreted listing, the place is not clean, or the accommodation is unsafe (Schlichter, 2021). Lastly there are challenges to hosts that they can once the guests have left the accommodation, these range from damage made to the property and its amenities, and misplaced or stolen items (‘IGMS’, 2021).
Suggested Recommendations for Future Growth 
In this part there will be 3 recommendations to Airbnb for future growth bases on what has been said above. To begin with the first recommendation that would be given to Airbnb is if Airbnb can identify in the way hotels do instead of renting it could solve some of the legality issues where renting for less than 30 days is illegal in some places, yet hotels can still operate. 
The second recommendation that would help Airbnb with future growth to be able to gain more hosts and accommodations Airbnb could entice new hosts by advertising the benefits and maybe reward them for listing with Airbnb, rewards could potentially be something as simple as no fees on the first 10 bookings or potentially free advertisement for the first month. 
The last recommendation for Airbnb’s future growth is to implement rules and back up options to be solution for the things that can go wrong once guests have left the host property. For example, if damage made to the property hosts should have proper holiday home insurance in place and they can also charge the guests a security deposit, for damage to the hosts amenities a security deposit could work here or even to have valuable items insurance, and lastly for misplaced or stolen items again a security deposit would be a grate option and on top of this to make sure they have proper rental insurance to make sure they are covered if anything was to happen. 


Conclusion 
In conclusion, this aim of this report was to critically examine Airbnb as an example of the sharing economy. It centred on two papers, namely- Wu, S., Lee, F. & Reynard, J. (2012). UCLA: Economics 106T and Luqi, LI. & Saloomeh, T. (2019). Impact of Airbnb on customers' behaviour in the UK hotel industry. Tourism Analysis, 24 (1). The report evaluated the Airbnb business model by focussing on the financial landscape, P2P market forces, target groups, problems, strategy, current situation, challenges, and the business model canvas. It also suggests recommendations for future growth.
The key points made in in this report are that Airbnb is in a good financial place with their financial profile increasing 70% year on year. Additionally, Airbnb is the biggest advocate in the sharing economy and peer to peer network along with eBay, uber, and just eat. Lastly Airbnb see their potential for growth and have set strategies to enable them to grow for example to integrate their platform with others like partnerships. 
In this report we learn that on the stock market Airbnb’s first day they where worth over double what they where predicted. In addition to this we learn that most of Airbnb’s users are between the ages of 19 and 35. The judgement the reporter has reached based on the critique section is that Airbnb are in a good place financially and with the number of guests and hosts they have but they are struggling to keep up with demand leaving a gap in the market for the competitors to come in and take the guests that the Airbnb hosts cannot accommodate for due to a lack of accommodations and hosts on Airbnb’s platform. 
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