Jessica Lewis
Digital Business
BMSP6006
Dr Roisin Mullins
Assignment 2 – Report

















Introduction
This report will analyse Airbnb in the light of the sharing economy. The business model of Airbnb will be evaluated along with the financial landscape, Peer-to-peer market forces, target markets, issues, strategy and the current environment.

The report will consist of four main sections; the landscape of Airbnb, Airbnb and the Business Model Canvas (BMC), Strategic Formulation Framework (SFF) but specifically the Grand Strategy Matrix (GSM) and tools and systems.
Airbnb Landscape
Airbnb is an online marketplace that brings together those looking for lodging in particular areas and those looking to rent out their homes. The business has come a long way since their launch (Folger, 2022). Recent data from Woodward, 2023, shows that Airbnb had a total of 12.7 million listings globally in 2021 (Woodward, 2023).
With Airbnb constantly growing as a business, their trends are also changing. Airbnb visitors are learning about tiny town and visitors are also going back to big cities. Despite variations and surges, guests are booking more trips (Airbnb, 2022). Garcia, 2022, backs this up with “In the first quarter 2022, nearly half of all reservations were for lengthy stays of one week or more,”. Other trends related to Airbnb include; More than 90% of current Airbnb users have trip plans for the summer with most of them travelling with family rather than alone (Garcia, 2022).
Financially, Airbnb are doing great, in 2021 they hit a record net income in the fourth quarter of $55 million and the revenue in the same quarter was $1.5 billion, 38% higher than it was in 2019 (Airbnb, 2022).
The fact that Airbnb was launched in 2007 during the Great Recession only makes Airbnb stronger because their early motivations remain some of their most relevant value propositions for their current users (Innovationtactics.com, 2022).
The target market for Airbnb includes all consumer age groups. The target audience for accommodations on Airbnb is between the ages of 18 and 45, whereas for experiences, the range is between 18 and 60 (start.io, 2022).
Airbnb is a business built around community, customer loyalty and trust. Therefore, any issues faced by either guests or hosts using Airbnb become a challenge for Airbnb as a business. The people that face the most challenges are the hosts, they must consider all guests that they allow to stay at their property and trust in them that they will take care of the property and not break any rules. Hosts must also find the time to keep up with guests' enquiries, if they do not reply quick enough or even at all this could gain them a negative review. Another challenge and one that would have the most impact on hosts and Airbnb, is guests cancelling their booking at late notice. This not only loses the host time and money, but it puts a bad light on Airbnb. Another big one is complaints, for example if someone rents out their property and the guests break rules or are too noisy then it will fall onto the host to solve the issue (hustlepads.com, 2021).
Business Model Canvas (BMC)
The Business Model Canvas (BMC) was developed by Alex Osterwalder in 2005 (Mansfield, 2019). The BMC is made up of nine building blocks that illustrate the rationale behind how a business aims to provide value and generate income. The three components of a business – desirability, viability, and feasibility – are covered by the nine building blocks. The BMC serves as a guide for a strategy that will be put into practice by means of organizational structures, procedures, and systems.
The Customer Segments building block identifies the various demographics or organisations that a business seeks to engage and benefit customers. Selecting a customer segment is listed as the first step in the BMC since it influences so many other steps. A business may divide their customers into various segments based on shared wants, habits or other characteristics in order to improve customer satisfaction. A business must decide which segments it will cater to and which parts it will ignore. Once this choice has been decided, a business model may be thoughtfully created using a good understanding of the unique demands of their target market (Reiling, 2022).
The Value Propositions building block describes the collection of goods and services that provide value for certain customers and is often the reason that customers choose one business over another as it meets their needs and resolves any issues, the customer may face. Each value proposition comprises of carefully chosen goods and/or services that are tailored to the needs of a particular customer. A business’ value proposition is a collection of advantages that are provided to their customers (strategyzer.com, 2019).
[bookmark: _Int_GA7mHaIY]The Channels building block of the BMC is how a business communicates their goods and services to certain customer segments. Channels are placed between the Value Proposition and the Customer Segments building blocks of the BMC. A business can use channels to match a specific value to certain customer segments (Jagiełka, 2015).
The Customer Relationships building block of the BMC illustrates the kinds of relationships that a business develops with their various customer segments. These are the steps that a business must perform in order to increase and sustain their customer base. It is crucial for businesses to keep in mind that customers have specific expectations for the kind of relationship a business will develop with them (Cuofano, 2022).
[bookmark: _Int_7jJ3FxeP]The Revenue Streams building block includes the revenue a business makes from each of their customer segments, it refers to the money flow, not the profit. A business needs to determine how much their target market is prepared to spend on their goods and services. After this is decided, the business can specify what the revenue streams are for each customer segment. Each revenue stream will have its own phases and price structures. The goal for the business is to determine whether or not these revenue streams will be profitable (Pereira, 2020).
The Cost Structure building block is used to describe all the costs that a business incurs during operation. A business must recognise where their major expenses will be when evaluating their cost structure. Success in business depends on an understanding of expenses. It is crucial for a business to understand how the cost structure evolves as their company expands (Fox, 2020).
The key resources building block describes the essential elements, primary resources and inputs that a business needs to run effectively and to fulfil the promises they have made to their customer segments (Oakley, 2018).
The key activities building block are the most crucial duties that a business must complete in order to achieve their goals. The business must take important steps that are essentially required by the business' strategy in order to succeed. The key activities are equally essential to a business’ ability to deliver on its value proposition, reach their customer segments, maintain their customer relationships and ultimately generate sustainable revenue streams (Belyh, 2020).
The key partners building block describes the network of suppliers and partners that support a business. Partnerships are becoming the basis of many business models and businesses form them for a variety of reasons. Strategic partnerships are formed by businesses to improve their business strategies, lower risk, or acquire resources (Strategyzer, no date).
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(Adapted from Jodistiro, no date).
Strategic Formulation Framework (SFF)
The strategic formulation framework (SFF) is a tool that will help a business throughout a particular phase of their strategic management cycle. Typically, the strategic formulation framework requires a business to divide their objectives into several subgroups. Choosing a framework can help a business stay focused on their objectives (Wright, 2022).
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(Sarkar & Biswas, 2022).
The strategy techniques of SFF are broken down into a three-step decision making framework. The framework's tools can assist strategists in identifying, assessing, and choosing strategies and are applicable to all sizes and types of businesses (Torlak & Sanal, 2007). The first stage of SFF is called the input stage, this stage highlights the fundamental data input that is required to develop strategies. This stage is like using a PESTLE analysis and compromises of the Competitive Profile Matrix (CPM), the Internal Factor Evaluation (IFE Matrix), and the External Factor Evaluation (EFE Matrix). This stage always requires good intuitive judgement and requires early measurement of subjectivity by strategists (The World of Work Project, 2021).
The second stage of the SFF is called the matching stage. This stage focuses on establishing workable solutions by connecting key external and internal components. Some of the techniques used include a Swot analysis, the SPACE Matrix, the BCG Matrix, the IE Matrix and GSM. This stage aids strategic thinking for a business by helping them to determine the internal and external elements that are critical to attaining the business activity's objectives after first establishing them (Kho et al, 2021).
The third and final stage of the SFF is called the decision stage. This is the stage that makes use of the QSPM and demonstrates the relative desirability of competing solutions, providing an unbiased foundation for choosing one specific strategy over another strategy.
There are many benefits for companies who choose to use a strategic formulation framework to aid success. Using the SFF enables businesses to predict the future and make the necessary preparations. Businesses can foresee some unfavourable outcomes and take the appropriate procedures to prevent them with the use of the SFF. With the aid of a strong strategic plan, businesses may be proactive rather than only react to issues as they arise. Businesses that are proactive can stay on top of the rapidly evolving market trends and surpass their competitors. (Ong, 2015). This is a benefit to Airbnb as the hospitality industry is always changing and as a business, they need to be ready for any changes to be made and make sure they can adapt to the changes.
Another success of using the SFF is the positive impact it has on communication within the business. This positive impact of communication starts with participation and communication between management and staff, demonstrating their dedication to accomplishing the business goals. The dedication to accomplishing the business goals, from both managers and staff, helps everyone become aware of the business's operations and motivations. When the business goals and objectives are made concrete through strategic planning, employees are better able to appreciate the connection between their performance and the success of the business. As a result of this, all employees whether that be staff members or management, develop a greater capacity for innovation and creativity, which promotes the company's continued expansion.
There is another employee-related advantage to using the SFF as enhanced dialogue and communication strengthens the employee's perception of their contribution to the success of the business as whole. It is crucial for businesses to include all employees across the entire organization (CFI Team, 2022). This would be an advantage to Airbnb as they have a wide range of partnerships that need to be involved to maintain and improve success within their business.
Even though there are advantages for Airbnb using the SFF there are also limitations. One of them being poor goal setting and Bouvier, 2019 backs this up by stating that Stephen Convey says, “The majority of leaders feel that having an average strategy with excellent execution is preferable to having a great strategy with poor implementation.” (Bouvier, 2019). Strategic goals are often big and complicated and require many resources dispersed across numerous departments. Time and money are also limitations that hinder the success of goal setting. It is time consuming to sit and plan these strategic goals, involving everyone in the business, and achieve them. It is also costly to make these goals a success.
Grand Strategy Matrix (GSM)
The Grand Strategy Matrix (GSM) is a useful analysis tool that can assist a business in determining their next course of action. It was created to help obtain insight into strategic possibilities based on a business’ position and market growth. The GSM is broken down into four quadrants, that compares the competitive position of the business with the market growth. The business’ competitive situation is represented by the x-axis, with the left side symbolizing weak competition and the right-side symbolizing strong competition. The top half of the y-axis shows rapid market growth whereas the bottom half shows slow or moderate market growth (Smyth, 2021).
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(Lucidity, no date).
The GSM is made up of four quadrants. The first quadrant is where a business has a strong competitive position along with rapid market growth. This quadrant places businesses in an excellent strategic position as they can concentrate their resources on product development, market penetration and market development. Businesses placed in the first quadrant should prioritize staying in this position (Cuofano, 2023).
If a business is in the second quadrant, then they have relatively low levels of competition, but they still have plenty of opportunities for success and growth within their market. The techniques used in this quadrant are all focused on how a business is not making use of an opportunity or opportunities (Lucidity, no date).
When a business has a weak competitive position and a moderate rate of market expansion then they are placed in the third quadrant of the GSM. The business would need to make some drastic changes that can prevent further decline and the potential of liquidation. It would be best for the business to adopt considerable assets and cost reduction (Daniels, 2016).
Businesses in the fourth quadrant of the GSM benefit from a strong competitive position, however they do operate in a market with little growth. Therefore, the business’ primary objective should be to look for opportunities in the expanding business where they can best utilize the power of implementing varied methods. Due to their competitive position, businesses in the fourth quadrant enjoy substantial cash flows, meaning that they just need a small amount of money to support their internal growth (Strategy Hubbub, no date).
In regard to Airbnb, the business would be best positioned in the first quadrant due to fact that Airbnb has a strong competitive advantage in a rapidly growing market industry. Airbnb should carry on using their position and advantage to further the growth of the business.
Tools and systems
Customer Relationship Management (CRM)
Customer Relationship Management (CRM) is a piece of technology used to control communications with both new and existing customers. Businesses can increase sales, enhance consumer service, and boost profitability by using a CRM system to develop customer relationships and streamline procedures (salesforce.com, no date).
CRM is an essential to the Airbnb business as all their business, including all customers, are online. This way, by using a CRM system, Airbnb can keep all their customer data in one place and easily use this technology to engage with their consumers. It saves them both time and money.
Enterprise Resource Planning (ERP)
Enterprise Resource Planning (ERP) is a platform that businesses utilize to co-ordinate and manage the key elements of their operations. Numerous ERP software programmes are essential to businesses because they enable resource planning by integrating all the operations required to manage their operations into a single system (The Investopedia Team, 2022).
Airbnb need to use ERP for their business as their whole business is online, from their customers to their suppliers, to their advertising. By using ERP, Airbnb can do everything from an online source and keep everything as simple and convenient as possible.
Supply Chain Management (SCM)
Supply Chain Management (SCM) is all the procedures that turn materials into finished products. It entails the strategic simple form of a company's supply operations in order to optimize customer value and achieve a competitive edge in the market (Fernando, 2022).
SCM is useful for Airbnb because it helps them better manage the goods and services that they offer to their customers. With SCM Airbnb can have a better collaboration with suppliers, better quality control, better visibility and data analytics, and stronger cash flow.
Conclusion
To conclude this report, the landscape of Airbnb has been discussed including the trends, financial situation, target market and challenges. Airbnb has a strong BMC, that has been evaluated and placed into a template, and they have an excellent position on the GSM, where they have been placed in the first quadrant. The SFF has also been investigated and views of the advantages and limitations have been shared relating to Airbnb. The tools and systems that Airbnb use have been mentioned; CRM, ERP and SCM and how they are a benefit to Airbnb.
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