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In this report I will critically analyse the Peer-to-Peer accommodation platform, Airbnb, and where they are as an example of the Shared Economy. I will do this by examining their landscape, business model, strategies, and tools, using a Business Model Canvas and The Strategic Formulation Framework. I will also use these tools to identify issues facing Airbnb, while making suggestions to overcome them in the future. The Sharing Economy is built on the idea that individuals can acquire or provide access to underused assets for monetary or other gain. Examples of this can be seen in carpooling platforms, plant machine hire, and recently in the UK, empty driveway parking spaces near hospitals being rented for a small fee or free. Airbnb are an app-based platform that’s free to register, where ‘Hosts’ can rent out unused rooms/property to guests as accommodation, for a fee. Airbnb’s beginnings are rooted in the idea of sharing the spare bedroom or summer house, with guests, primarily for a monetary gain, although guests and hosts alike enjoy the added personal touch that comes with Airbnb stays. Airbnb could be an appropriate example of the sharing economy, but in recent years many of the platform’s users, both hosts and guest, feel they have lost touch with the core principle of the business, and market forces such as a growing number of competitors, could push them further away. 

[bookmark: _Toc66042882]Airbnb Landscape
In order to effectively analyse Airbnb as an example of the shared economy, I must firstly investigate their landscape. Airbnb are an alternative, app based, accommodation network, that allow ‘Hosts’ to rent out spaces to ‘Guests’. Starting as the brainchild of San Francisco roommates that needed to make up their rent money, first known as Airbedandbreakfast.com in 2007, the group kitted out their loft with 3 airbeds, offering nightly stays with breakfast included. By 2011 Airbnb had listings in 89 countries, won an award for break-out mobile app and gained millions of dollars in funding from Silicon Valley investors (Aydin, 2019). Now, Airbnb is one of the top performing accommodation providers online and continues to trailblaze in the Peer-to-Peer accommodation market. Since their beginnings in 2007, Airbnb have benefitted from consistent rapid financial growth. That growth has slowed in recent years, but they continue to be the market leaders (Wu et al., 2012), with their greatest competition coming from Couchsurfing.org and similar organisations. These competitors have the advantage of a widening market and may also have an edge over Airbnb if they can operate within the core principles of the sharing economy. Airbnb’s target groups consist of both leisure and business travellers, who are looking for a cheaper alternative to traditional accommodation avenues. According to Quinones and Augustine (2015) cited in Li and Tabari (2019, p. 16), Airbnb’s average customer age is 35, this reflects their choice to be online based, older generations are less likely to use online or app-based platforms and are less likely to trust Airbnb than younger generations. In the Peer-to-Peer accommodation market, Airbnb are the leader, but as this new market grows, they must adapt to the forces that drive it. Airbnb will face a push from competitors for market share, this will be aided by the absence of definition in an emerging market ‘which makes long-term growth challenging’ (Wu et al., 2012). The market has been under huge amounts of pressure through 2020 and in 2021 as the COVID19 pandemic effectively shut down the global tourist industry for many months. Airbnb’s booking rates dropped by 85% at one point (Airbnb Statistics [2020]: User & Market Growth Data, 2021) and it continues to feel the effects of the Covid-19 pandemic. Airbnb along with other competitors have financially supported their customers so far, but this will not be sustainable, and they will need to re-think long term strategies if we are to expect a long road back to ‘normal’. 
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‘A Business Model is nothing else than a description of 
· the value a company offers to one or several segments of customers 
· and the architecture of the firm and its network of partners for creating, marketing, and delivering this value and relationship capital, in order to generate profitable and sustainable revenue streams. ‘
Pigneur et al., (2002)
[bookmark: _Hlk66029945]Airbnb appear as an example of a Peer-to-Peer business model, developing their strategy around the business model core. To examine this, I have used Osterwalder & Pigneur (2012) Nine Building Blocks to create a Business Model Canvas for Airbnb, as they are helpful in breaking down how a business can generate and deliver value for all stakeholders. 
	Key  
Partners
 Platform users
Payment providers
Insurance companies
	Key  
Activities
Platform development
Host support
Marketing
Security

	Value Proposition
Multinational
Multicurrency
Transactions & communications done through platform 
Property insurance included for hosts
Online/App platform is easy to use
Free to register only cost to book/take booking
Promotions available for loyalty
	
	Customer 
Relationships
Creates value for hosts/guests 
Free registration
Property insurance provided
C2C relationships built
Sense of community
	Customer Segments
Multi-Sided
Customers= Guests/Hosts (P2P/C2C)

Freelance Photographers

Business/Leisure Tourism & Hospitality

	
	Key  
Resources
Web/App platform 
R&D team
Platform users
Market leader
Brand trust and recognition
	
	
	Channels
App and website based
Online and simple platform
Online and TV advertising
	

	Cost 
Structure
Platform R&D
Salary of staff
Pay of freelance photographers
Marketing
	Revenue Streams
Facilitates renting/booking process for hosts/guests
Income from commission/fees taken from transactions
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(Adapted from Osterwalder & Pigneur, 2012)




It is clearly displayed throughout Airbnb’s BMC that they continue to implement a P2P business model. In using the BMC, I can identify that creating value for platform users is a focus point in Airbnb’s operations. Airbnb hosts enjoy value in that they can rent out underutilised space at all small cost, they also find value in the property insurance provided to them. Guests find value in that they have a cheaper alternative to traditional accommodation; many guests also find value as their experience has been different staying with hosts. Many of Airbnb’s guests chose them as they want to make local connections and meet people who can give them local insights. P2P business models require the wider community to participate, Airbnb have displayed continued success in operating this way, ensuring value creation for both users and Airbnb themselves. In this Airbnb apply a Value Innovation strategy, what the customers find value in is what drives the business model and resulting strategy.

[bookmark: _Toc66042885]Strategy Formulation Framework
Strategy Formulation Framework is a tool developed by Fred David (Tornak & Sanal, 2007), its aim is to help business strategists generate feasible alternatives, evaluate those alternatives, and choose a specific course of action when developing and adjusting strategies for the future, aiding in decision making processes.

[bookmark: _Toc66042886]SFF Layout
	STAGE 1: THE INPUT STAGE
External Factor                                             Competitive                                                  Internal Factor
Evaluation Matrix                                      Profile Matrix                                             Evaluation Matrix
(EFE)                                                                                                                                                  (IFE)

	STAGE 2: THE MATCHING STAGE
Strengths                       Strategic                               Boston                      Internal-                         Grand
Weaknesses               Position and                        Consulting                 External (IE)                 Strategy
Opportunities                 Action                                  Group                        Matrix                          Matrix
Threats (SWOT)            Evaluation                              (BCG)
Matrix                       (SPACE) Matrix                           Matrix

	STAGE 3: THE DECISION STAGE
Quantitative Strategic Planning Matrix (QSPM)


(adapted from Tornak & Sanal, 2007)

There are both benefits and limitations to implementing The Strategic Formulation Framework. The benefits could be that it considers both internal and external forces while simultaneously setting out a variety of strategic options. The limitations could be that it requires intuitive judgement and educated assumptions, leaving the possibility that the input lacks relevance, possibly causing any strategic decision made from the SFF to be the wrong decision. In Airbnb’s case, they might find the SFF beneficial as it can provide them with a wider scope of their market forces. As their current market widens, they will need to develop future strategies to keep them ahead of their growing competitor pool. As Airbnb have hosts worldwide, the SFF can be used to develop strategic systems that work in harmony with individual cultural changes. Airbnb may find limitations in the SFF if they cannot supply accurate data to input. Li and Tabari (2019, p.16) highlight that Airbnb’s ratings have come under scrutiny as the majority of listings remain empty of bookings. If this information was used for SFF input it may create a false representation of the platform’s success, false input information leads to bad strategic planning and decisions in the future.
The Grand Strategy Matrix is a tool used to create alternative strategies for an organisation. It is based on two dimensions, Competitive Position and Market Growth, and is split into four quadrants. Quadrant 1 includes organisations that have both fast market growth and a very competitive position. Quadrant 2 includes organisations with a fast market growth but stand weak against their competitors. Quadrant 3 can include organisations that work in slow growing industries with a weak competitive position, these organisations are in danger. Quadrant 4 organisations will have a strong competitive position but may struggle in market growth. The GSM is used in the SFF at Stage 2: The Matching Stage, this is where the strategist can match the internal resources and external factors before the decision-making stage. 
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(image from Mulder, 2020)
Airbnb can be identified as residing in Quadrant I of the GSM, this is displayed by Airbnb continuing to be the market leader amongst competitors, and their continued growth over time, from 2008-2012 they had over 10 million nights booked in 192 countries (Wu et al., 2012). This would suggest that an appropriate strategy for Airbnb would be to continue as they are, concentrating on market developments within the travel industry, along with sociological changes e.g., COVID19. 
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Airbnb use a combination of systems to assist in the business operations, the most significant would be their Enterprise Resource Planning, or ERP. ERP can be defined as a system, or software, that integrates all business aspects, across the organisation, that works from a single database. This can include finance, marketing, and HR among others. As Airbnb are an online platform, they have incorporated ERP throughout the business operations, the platform itself works to store information of hosts and guests, it captures market trends and shares with the hosts, also stores customer reviews, helping both hosts and guests. Customer Relationship Management, or CRM, is a tool used by businesses to build and maintain effective relationships with customers, which in turn leads them to returning. E-CRM includes the use of technology to implement these systems. Airbnb incorporate E-CRM into the running of their platform, they do this by handling the booking process, ensuring ease of use for both hosts and guests, registration to the platform is free and simple, and reviews of both hosts and guests play a crucial role in sales. The online platform allows Airbnb to implement two-way communication throughout the business operations, and build a host/guest database, leading back into their ERP. Supply Chain Management, or SCM, refers to the coordination of business operations, this could be the logistical side of supplying a product or keeping inventories. Airbnb have an upstream SCM model, if we consider their hosts as ‘suppliers’ and guests as ‘consumers’, Airbnb is the platform on which the suppliers list their goods, rentals, for hire to the consumer. As Airbnb are online based these activities again involve and incorporate the same databases and systems used in their ERP and CRM. With this already proven system in place, Airbnb could invest in R&D to utilise them for competitor research.

[bookmark: _Toc66042889]Conclusions
Airbnb can be described as a value/cost-driven, Peer-to-Peer accommodation network. They are the current market leaders, and while they continue to generate consistent growth, I have identified 3 issues that may hinder their progress if they intend to go forward as contenders in the shared economy. Airbnb already have a loyal following, but the unregulated nature that allows big businesses to list rentals on the platform may push away customers that chose them for the value created outside of financial. Hosts and guests of Airbnb enjoy the value created by the sense of community and personal experience found in the sharing economy. As the P2P accommodation market grows, it allows for Airbnb’s competitors to gain a greater market share. Airbnb could invest in market research to gain insights on their competitors and identify where they may need to make improvements. This could be easily implemented through the same ERP, CRM and SCM systems the platform uses to capture host/guest information and market trends, which has been continually successful throughout their operations. Airbnb, along with many others, now must contend with the Covid-19 pandemic, which heavily impacted the sharing economy, as cleanliness is key. Airbnb have included new ‘Covid-safe’ options when listing and booking, allowing hosts/guests to add extra cleaning time and requests. Development of these options will aid Airbnb and their users as the tourism industry finds its feet again, giving all parties confidence that rentals are safe to use. I believe that Airbnb have been and could continue to be a trendsetting example of the sharing economy, if they can continue to grow without reliance on bookings from large companies and allowing the hosts to be involved more heavily in strategic decision making. 
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