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[bookmark: _Toc156160979]Executive Summary
This report critically examines Airbnb as a major contributor to the sharing economy with an academic report format. The analysis encompasses the evaluation of; Airbnb’s business model, financial landscape, peer-to-peer (P2P) dynamics, target demographics, identified challenges, current strategic position and potential avenues for future growth. Thorough research and analysis was carried out using reliable sources to ensure findings were trustworthy and accurate.
The study begins by looking at Airbnb’s business model exploring how its platform links hosts and guest worldwide along with its finances, looking at how well they have been performing in the marketplace. The report also investigates how Airbnb's activities encourage users to collaborate and share resources.
The report evaluates Airbnb’s strategic position by considering its current market presence. It highlights recent developments in the sharing economy and its responses to challenges, proposing researched recommendations for Airbnb’s sustainable growth, encompassing strategic initiatives, risk mitigation and innovation approaches in the sharing economy.
In conclusion, the report thoroughly assesses Airbnb in the sharing economy, offering valuable insights, while the analysis enhances understanding of Airbnb’s dynamics, challenges and future opportunities. 
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Founded in 2008 by Brian Chesky and Joe Gebbia, Airbnb originated when the two entrepreneurs decided to rent out air mattresses in their living room due to a high demand for accommodation during a nearby conference (Airbnb, 2023). Initially named "Air Bed and Breakfast," the platform allowed people to rent out spare beds or rooms, addressing the challenge of finding affordable lodging. Recognizing the widespread demand for such services, the founders transformed it into a business, aiming to connect travellers with individuals offering extra space (IGMS, 2023). Presently, Airbnb operates in over 220 countries, boasting nearly 4 million hosts, and recorded a global revenue of 8.4 billion U.S. dollars in 2022 (Statista, 2023).
Airbnb has significantly impacted the travel accommodation industry by providing unique and cost-effective options. This comprehensive report will critically examine Airbnb’s business model, financial landscape, peer-to-peer interactions, target demographics, strategic approach, and current standing. Through the report, the study aims to shed light on the challenges faced by the platform, whilst analysing its strategies and propose recommendations for future growth. By looking at Airbnb’s position within the sharing economy, it objectives is to provide valuable insight to get a better understanding of the dynamics and potential pathways for expansion within this innovative sector. 
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Airbnb have become big players in the global hospitality and travel industry. Operating within the sharing economy, Airbnb connects individuals seeking accommodation with hosts willing to share their spaces, ranging from spare rooms to entire homes. This model has changed the traditional notions of accommodation, which has emphasised a community driven hospitality and fostering a sense of belonging for travellers around the world (Airbnb, 2023). 
Airbnb has changed the traditional hotel model by having such a diverse selection of accommodations. This approach is unique and has changed the way people travel, but also an alternative for individuals to monetize their properties (Zohaib, 2023). 
Understanding Airbnb's financial landscape is crucial for stakeholders and investors, providing insight into its stability, growth potential, resilience to challenges, and capacity for innovation in the dynamic sharing economy. An assessment of Airbnb's financial landscape delves into its revenue models, cost structures, and investment strategies.
Airbnb generates its main revenue through service fees imposed on bookings made on its platform, calculated as a percentage of the total booking cost. This fee compensates Airbnb for its role in connecting hosts and guests, managing transactions, and providing a platform for property listings (Ramirez, 2023). Additionally, Airbnb enhances its value proposition by offering hosts pricing suggestions based on property features, location, and historical booking data. Hosts can choose to follow these recommendations or set their own pricing (Stephan Reinhold, Sara Dolnicar, 2021).
In 2022, Airbnb’s total revenue reached 8.4 billion US dollars. This was a substantial increase from the previous two years. During those years COVID-19 hit, and lockdown started from March 2020. The travel disruption caused by the pandemic significantly impacted Airbnb’s revenue during this time from the stay-at-home orders and travel bans. It was found that bookings fell to a low of under 150 million in 2020, which was less than half of the total from the previous year. From this Airbnb have shown remarkable rebound from the challenges posed by the COVID-19 pandemic. They had reported nearly 400 million booked nights and experiences in compared to the previous year. This noticeable growth is a clear indication of the company’s resilience and recovery from the pandemic (Statista, 2023).
According to Statista, 2022, despite the challenges faces by the COVID-19 pandemic, they have demonstrated growth and recovery, and the information would place Airbnb among the leading travel agencies. Although they are a major contester, Booking.com and Expedia still remain the highest receiving revenue levels. The data also emphasises the importance of various services that are offered by travel agencies in which Airbnb have the mention of ‘nights and experiences’ which highlights the company’s commitment to providing a diverse range of offerings beyond traditional accommodations, vital to adapting to changes, travel trends and consumer preferences.
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A business model canvas was created by Alexander Osterwalder back in 2005. He developed the nine “building blocks” of this business model design template, which later became known as the Business Model Canvas. He developed this as part of his PhD research which focused on business model ontology (Carton, 2023).
The business model canvas is a strategic management tool that provides a visual framework for developing, describing and analysing a business model (Johnson, 2012). It consists of the 9 building blocks that cover key aspects of a business. These blocks include Customer Relationships, Value Propositions, Channels, Revenue Streams, Key Resources, Key Activities, Key Partners, Cost Structure and Customer Segments (Alan Murray, Veronica Scuotto, 2015).
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· Rental Hosts
· Landlords
· Tourism Partners
· Communities
· Commercial Partners
· Insurances
· Investors
· Professional Photographers
· Technology Firms
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· Platform Development
· Customer Support
· Deliver Consistency with Guest Experience
	Value  
Proposition

· Variety
/Choice
· Value>
Price
· Authentic
Stays
· Ease of Transaction
· For Hosts
· For Guests
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· For Hosts & Guests:
Safety/Security
Support & Issue Management
· To All:
Responsible Hosting
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· Hosts 
· Guests
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· Active Hosts 
· Active Guests
· Algorithms
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· Word of mouth 
· Digital Marketing 
· Media Coverage 
· Discounts ect
· App/Website
· Hosts / Guests
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Structure

· Staff                                                    - Sales & Marketing
· Legal
· Discounts ect
· Platform / IT Infrastructure 
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· Commission on Transaction Value (Including service fees) 
· Host Fees
· Travelers Fees



(UWTSD, 2023)

The Business Model Canvas above is one of Airbnb. The canvas shows their key partners include hosts which are crucial for the platform, communities, technology firms and various other partners. These partnerships reflect Airbnb’s strategy of building a diverse and interconnected ecosystem to support its business model and overall experience for hosts and guests. 
Airbnb’s key activities revolve around operational excellence, expansion of the host/guest base and the ongoing improvement of value propositions. These involve addressing challenges unique to connecting strangers in a shared economy. Airbnb recognise the challenge of achieving consistency and one of their key activities is to develop operational excellence to ensure a consistent and high-quality experience for the guests. They establish standards, guidelines, and requirements for hosts, even if they have no previous experience in hosting. Their growth strategy involves having an innovative approach to attract new hosts and guests on the platform. They do this by including marketing campaigns, user acquisition strategies and outreach programmes to enhance appeal (DigitalBizModels, 2023). They are focused on evolving user needs to meet user needs and market trends, for example, introducing new accommodation types, improving booking system or adding features to enhance overall user experience. 
Airbnb’s key resources include active hosts and guests. They have a global presence with 6 million listings worldwide in over 100,00 cities across over 220 countries (Airbnb, 2019). The extensive global reach and scale are key resources, contributing to the platform's ability to attract hosts and guests from diverse locations, encouraging positive network effects. Algorithms, technologies, and analytic capabilities are a big part of Airbnb’s resources. They enhance their ability to optimise processes, provide personalised recommendations and gain valuable insights from the vast amount of data generated by user interaction.  	
Airbnb’s value propositions cater for the needs of both guests and hosts. Airbnb offer people the opportunity to choose from a selection of unique stays which contributes to a differentiated and personalised experience compared to traditional hotels. Not only this, but they aim to provide them at competitive or lower prices, making it more attractive for people travelling on a budget. Airbnb have high value propositions for hosts which include, income generation, simplicity of the process and safety. The shared value propositions emphasize transaction facilitation, flexibility, and community building which enhances the overall appeal and functionality of the Airbnb platform (Guttentag, 2016). 
P2P platforms emphasize building and managing relationships between the different user groups. By prioritising safety, consistency, authenticity and responsiveness to concerns, they can strengthen the relationships with various stakeholders involved in its platform. To reach its audience, Airbnb use many different channels. Word of mouth is probably one of the strongest as recommendations on a positive experience shared by uses which are usually share across many different social media platforms will help ease concerns for potential new users. This will also help build trust and credibility which are essential factor in the sharing economy and hospitality industry.  Airbnb experience many free media coverages from news articles to travel blogs. Positive media coverage also contributes to brand visibility which will help attract new users. Airbnb actively engage in social media platforms and digital ad campaigns. Social media acts as a platform for community building and sharing user experiences which makes it a powerful channel for user engagement. While digital ad campaigns can target specific audiences to promote special events to help increase brand awareness (Buildd, 2023),
Airbnb uses customer segmentation to tailor its strategies and services for both guests and hosts. It helps understand the needs, behaviours and motivations of its users which can be segmented by guests; geo-demographic, behavioural, trip type, motivation-type, guests amounts and interests. Similarly, to guest segmentation the hosts may look at; geo-demographic, rental/accommodation type, tier, location type or types of experiences on offer (Start.io, 2022). Customer segmentation allows Airbnb to provide personalisation for both gusts and hosts, contributing to the multi-sided business model. 
The cost structure to Airbnb has different parts that contribute to the overall expenses of running the platform. They have expenses that are directly associated with maintaining the platforms functionality, which would include but not limited to, insurance, payment fees and ongoing IT costs. There are sales and marketing costs, product development costs and costs for general admin or restructuring. Airbnb understand that managing these costs is crucial for them to maintain financial sustainability, allocate resources effectively and keep up business operations. The cost structure reflects the investments made to make sure there is continued growth. 
Based on data found, Airbnb experienced a 30% loss in revenue during the pandemic, despite challenges, the 2021 revenue represents a 25% increase compared to 2019. This growth is noteworthy, considering the industry's difficulties, especially in the latter part of 2019 (DigitalBizModels, 2023). Airbnb reported operational profit, indicating that its core business activities generated positive earnings. The circumstances of Airbnb’s performance is important, especially in an industry heavily impacted by the pandemic. The fact that Airbnb was able to come back from it and report operational profit during this period shows their financial performance appears strong. 
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The grand strategy matrix is a tool that was created by Paul Joseph DiMaggio, back in 1980. It is a strategic tool for managers that helps organisations create strategies based on their competitive position and industry growth (MBA, 2023).
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                                                            (Ismail, 2017)
It classifies organizations into one of four quadrants:
1. Quadrant I (Strong Competitive Position, Rapid Market Growth)
2. Quadrant II (Weak Competitive Position, Rapid Market Growth)
3. Quadrant III (Weak Competitive Position, Slow Market Growth)
4. Quadrant IV (Strong Competitive Position, Slow Market Growth)
Airbnb have a strong competitive position. They have a substantial number of loyal customers and they have a  significant global presence in the travel and hospitality industry. Its competitive position is based on its brand strength, user base, technological capabilities and their relationship with hosts and guests. From the data, Airbnb have experienced a speedy growth which has contributed to its high market capitalisation valued at 73.34 billion U.S. dollars, up from 54.13 billion U.S. dollars the previous year (Statista, Market capitalization of Airbnb worldwide from 2020 to 2023, 2023).
From the above Airbnb would sit in quadrant 1. Airbnb have a strong competitive position in a rapidly growing industry. While the company has faced challenges and concerns, its ability to navigate and address these issues will be essential for maintaining its position and take advantage of opportunities presented by the rapidly growing market.
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“Apps Run The World” is a website focused on apps research and buyer insight. It provides valuable content, market-sizing data, and leads to various stakeholders involved in the app’s economy. Depending on specific needs and goals your company has, this platform could be used as part of a business strategy as competitors may find value in it if they offer accurate data and relevant leads that contribute to strategic decision making and business growth (AppsRunTheWorld, 2023). 
Customer relationships management (CRM) is a set of strategies, practices, technologies, and tools that businesses use to analyse customer interactions and data through customer lifecycle. It helps improve customer retention, enhance satisfaction and drive sales growth (SalesForce, 2023). On Apps Run The World, you can see that Airbnb use many systems for their CRM, the most common being Pereion Solutions and Adobe Systems. Pereion Solutions is a company that specializes in providing solutions for marketing analytics, including Google Analytics for Firebase and Google Analytics 360. These solutions are primarily focused on helping businesses gain insights into user behaviour and optimize their digital marketing strategies (PereionSolutions, 2023). 
Supply Chain Management (SCM) is the process of managing the entire network of interconnected businesses involved in the ultimate provision of product and service packages required by end customers (Fernando, 2023). Apps Run The World, 2023, show that the most records used for SCM for Airbnb is Oracle Cloud SCM. They are cloud-based applications and solutions to help businesses manage and optimize their supply chain processes. Oracle Cloud SCM have advanced technologies such as artificial intelligence (AI) and machine learning (ML) to enhance decision-making, automate processes, and improve overall efficiency (SCM, 2024).
Enterprise Resource Planning (ERP) is a software that brings together different tasks and activities within a company, connecting them into one system. It helps how a business operates by making sure all departments use the same information and work together more efficiently. Data shows that Airbnb have used Bottomline Legal-X for this system. Bottomline Legal-X provide various financial technology solutions, including those related to payments, invoicing, and legal spend management (Bottomline, 2024).
Although each system is there to support Airbnb’s operations, it's important to note that the effectiveness of these systems depends on factors such as implementation, customization, and how well they align with Airbnb's specific business requirements.









[bookmark: _Toc156160986]Conclusion
According to Bowman, 2021, "Guests aren't just traveling on Airbnb, they are living on Airbnb.” The rise in remote work has increased and people have realised that they don’t need to stay in one location to live or work. This means people will be travelling more as long as its easy and affordable.
I believe Airbnb could enhance its user experience by going into partnerships with tour operators for comprehensive travel packages, including flights and activities. They could also collaborate with services like Uber so they could streamline transportation planning for guests, offering convenience and potential discounts. This strategic idea has the potential to create a seamless end-to-end travel solution, making Airbnb a one-stop platform for travellers looking for both accommodation and transportation services.
This report has provided an insight into various aspects of Airbnb. Ranging from its business model and key partners to its key activities, resources, and customer relationships. It explored the significance of its peer-to-peer (P2P) multisided platform, the importance of network effects, and the value propositions it offers to both guests and hosts. Throughout the report, it became evident that Airbnb's success is attributed to its adaptability, resilience, and continuous innovation in response to challenges and evolving consumer preferences.
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