Assignment 2 

Introduction 
This report looks at a critical analysis of Airbnb within the sharing economy. This report will look at Airbnb's history, business module, financial position, peer 2 peer economy, their target groups, and their challenges. This report will also look at Airbnb’s business model canvas, strategic formulation framework, and the tools and systems used by Airbnb.

Airbnb landscape 

Airbnb History: 
Airbnb was created in 2007 by Brian Chesky, Nathan Blecharczyk and Joe Gebbia and was originally called Airbed & Breakfast. Airbed & Breakfast had their fists ever guests in 2007 which were hosted by Brian Chesky and Joe Gebbia. In March 2008 they officially launched Airbed & Breakfast and received only two bookings. Further on that year they launched their website in August just in time for the Democratic National Convention and received 80 bookings. At the same time, they also launched their first payment platform which received transaction in 40 different currencies. In 2019 they then received around £40 million in both guest and host transactions. Airbed & Breakfast then officially changed their name to Airbnb in 2009. Airbnb then launched their app booking system in 2010 (Airbnb, 2024). 

Business module:
Airbnb is a host-dependent commercial facilitator whose business module centres on guests paying for short-term access to the host's residence (Dolnicar, 2017). Airbnb can also be categorised as having an access-based business module. The primary objectives of an access-based business module are to make use of underutilised resources and provide access to these goods and services through an online marketplace such as Airbnb. Businesses like Airbnb employ access-based business models to let users utilise products and services whenever they need them (Barbu, 2018). 

Financial:
Airbnb has over 6.6 million listings in more than 200 different countries. Airbnb has over 4 million hosts and has had more than 1.4 billion guests use their services. Airbnb’s hosts are charged a 3% fee of every completed booking in order to cover processing guest's payments. During 2023, Airbnb’s revenue increased 20.5% to £1.8 billion (Nath, 2021). 

Peer 2 peer: 
[bookmark: _Int_Djn7HgGk][bookmark: _Int_h2J6ZKQP][bookmark: _Int_463eEAC2]Airbnb is a peer-to-peer marketplace which allows people to rent out their homes in order to gain a profit. Airbnb acts as a facilitator for hosts and guests by allowing guests to communicate with hosts in order to access their services. Due to the expansion in peer-to-peer economy, Airbnb have a large number of competitors such as Wimdu, Roomorama, 9flats, and Couchsurfing.org. Although these companies offer similar services within the peer-to-peer market, there is a differentiation between Airbnb as they have a high number of listings and loyal users, and they also have a good brand recognition and reputation (Wu et al., 2012)
.

Target groups:
Airbnb’s target demographic is people of all ages. Airbnb’s target audience includes budget conscious and sole travellers who are looking for something cheaper alternatives to a hotel. They also target families who are looking for larger accommodation options, Business travellers who are looking for accommodation near their businesses. Eco conscious travellers who want accommodation that is more environmentally friendly than large hotel chain companies, and larger groups that are looking for accommodation to accommodate parties or large group events (Dudovskiy, 2019).

Challenges:
[bookmark: _Int_IvhstKnc][bookmark: _Int_ua2K42pD]Some of the challenges facing Airbnb include government regulations and how they balance short-term rentals. There are increasing concerns on how short-term rentals such as Airbnb impact communities and affordable housing. In some areas such as New York, local governments have tried to overcome these challenges by making it illegal to rent out houses for 30 days or less without the host being present. If any violations are met, then they may be fined up to £7,500. San Francisco have also put regulations in place to overcome these challenges. Hosts within San Francisco have to register with the city to gain a permit in order to be able to operate a short-term rental accommodation (Kavout, 2024). 
[bookmark: _Int_iasmGbyh]Property damage is another one of the challenges that Airbnb face. In order to overcome this challenge, Airbnb offers up to £3 Million in reimbursements for any damage to a hosts property caused by a guest. Airbnb gives hosts 14 days after the guests have left to report any damages. To prevent any damage from occurring, Airbnb make damage protection options available to every host, this includes hosts being able to charge up to a £5,000 refundable security deposit (Airbnb, 2025). 


Suggestion to improve on 

Business Model Canva 
The business model canvas was originally created by Alexander Ostrwalder, Yves Pigneur, and Alan Smith. The business model canvas is a strategic management tool that allows businesses to visualize their business's ideas. The business model canvas has nine sections that represent different elements of a business. The right side of the canvas focuses on the external factors that the business cannot control, and the left side focuses on internal factors that the business can control. The middle section looks at the value propositions and exchange the value between customers and the business (Athuraliya, 2022).

Strategic Formulation Framework 
[bookmark: _Int_dnTBHisc][bookmark: _Int_4ue5lXoz][bookmark: _Int_1eJ5Br8P]Strategic Formulation Framework also known as SFF is a strategic approach that businesses take to identify, evaluate, and define strategies for their business (Kho et al., 2021). There are 3 stages used by the strategic formulation framework, which include stage 1 the input stage, stage 2 the matching stage, and stage 3 the decision stage. The first stage allows businesses to gather basic information and facts about their business in order to use within the matching and decision stages. The first stage uses tools such as the external factor evaluation matrix (EFE), the competitive profile matrix (CPM), and the internal factor evaluation matrix (IFE) in order to do this. The external factor evaluation matrix allows businesses to analyse and assess data on the economy, society, culture, population, the environment, politics, the government, laws, technology, and their competition (Jurevicius, 2021). The competitive profile matrix allows them to determine the businesses main competitors and allows them to see what their strengths and weaknesses are and what their competitors strategic position is (Jurevicius, 2023). The internal factor evaluation matrix allows them to analyse their strengths and weaknesses. Businesses then rate each of their internal and external factors from both the EFE and IFE matrix with a number between 1 and 4 to symbolise how well the businesses current tactics address each factor. Businesses such as Airbnb assign a weight from 0.0 to 1.0 to each internal and external factor within both the EFE and IFE matrix. These weights then help indicate the importance of each factor in regards to the relevance they have in regards to being successful within their industry (Gökhan et al., 2025). 

The second stage includes the matching stage. During this, businesses focus on creating strategies by aligning external and internal factors. Techniques used to do this includes the Strengths Weaknesses Opportunities and Threats Matrix (SWOT), the Strategic Position and Action Evaluation Matrix (SPACE), The Boston Consulting Group Matrix (BCG), The Internal-External Matrix (IE), and the Grand Strategy Matrix (GSM).
After businesses conduct a SWOT analysis, they can then match different areas in order to create four different kinds of strategies such as WO (Weaknesses-opportunities), SO (strengths-opportunities), ST (strengths-threats), and WT (weaknesses-threats). In order to capitalise on external opportunities, WO strategies aims to strengthen internal vulnerabilities within the business. SO strategies leverage a company’s internal strengths by utilising external opportunities. ST strategies mitigate or lessen the impact of external threats by using a businesses' strengths (Gökhan et al., 2025).
The SPACE Matrix looks at the internal strategic position and the external strategic position of the business. The internal strategic position looks at the financial and competitive position of the business, whereas the external strategic position looks at the stability and industry of the business. The Strategic Position and Action Evaluation Matrix has four separate sections which businesses can divide their strategies by, which include aggressive strategies, conservative strategies, defensive strategies, and competitive strategies. These helped businesses to be able to see which strategy would be best suited for their business (Wong et al., 2023). 
The Boston Consultant Group Matrix looks at both the Market Growth Rate and the Relative Market Share. There are four sections within the Matrix which includes the question mark section which refers to products and services that have a high market growth and a low market share. The Star section which looks at products and services with high market growth and a high market share. The Dogs section looks at products and services with a low market growth and a low market share. The Cash Cows Section looks at products and services with a low market growth and a high market share (Corporate Finance Institute, 2022).
The internal and external matrix basis itself on two key aspects. These include the IFE weighted scores on the x-axis and the EFE weighted scores which are on the y-axis (Jurevicius, 2023). There are three main sections within the internal-external matrix which include grow and build, hold and maintain, and harvest or divest (Samuel, 2023).

The Grand Strategy Matrix (GSM) is a tool used by businesses in order to understand their strategic direction by analysing their competitive position. The Grand Strategy Matrix looks at a business in terms of rapid market growth, slow market growth, weak competitive position, and strong competitive position and helps businesses to place itself in one of the four quadrants. The first quadrant refers to having a strong competitive position and a strong market growth. The second quadrant refers to having a weak Competitive Position and Rapid Market Growth. The third quadrant refers to having a weak competitive position and slow market growth. The fourth quadrant refers to having a strong competitive position and slow market growth.
Airbnb would be placed on the first quadrant within the matrix as they have a strong competitive position and a strong market growth. This is due to them having a strong competitive position within the peer-to-peer marketplace for rentals. This is also because they have a strong market growth as although the peer-to-peer marketplace is developing quickly and Airbnb is seeing more competitors come into the marketplace, they still remain one of the most successful businesses.

The third stage includes the decision stage. This involves the Quantitive Strategic Planning Matrix (QSPM). The QSPM helps businesses to evaluate and prioritize their strategies according to their internal and external factors. The QSPM uses information gathered from the input stage and the matching stage and analyses both of them in order to decide on which strategy to use (Gökhan et al., 2025).


Tools / systems 
There are many tools and systems that can be used by businesses to help support them such as Supply Chain Management, Enterprise Resource Planning, and Customer Relationship Management. 
Supply Chain Management has been defined by Chaffey, (2009) as “the premier application of e-business". Supply Chain Management (SCM) can support businesses in many ways. Firstly, it can help reduce costs by minimizing waste, time, and inventory. It can also support businesses by improving the quality control of their services and their operational efficiency and inventory management. 
Enterprise Resource Planning (ERP) has been defined by Markus et al., (2000) as “software package that enables the sharing of business information stored on a common database among targeted business units in the entire organisation”. Enterprise Resource Planning software systems integrate, run, and automate many applications such as accounting, human resources, and sales orders. ERP is usually used within applications for such as manufacturing, logistics, and distribution.
There are three phases within the Customer Relationship Management (CRM), these include acquiring, enhancing, and retaining. Acquiring looks at how the business can acquire new customers, enhancing looks at how they can enhance profitability within the business, and retaining looks at how the business can retain customers that are the most profitable (Kokemuller, 2019).


Conclusion 
To conclude there are many different tools and strategies that Airbnb can use to help them to develop their business further and remain at the top of their marketplace. Some suggestions I would give Airbnb to help them remain at the top of their marketplace is to keep up with Trends within the peer-to-peer accommodation network and maybe expand into other forms of other peer to peer markets such as car sharing and parking space sharing.
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