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Executive Summary:
	The aim of this report is to evaluate Airbnb’s position within the sharing economy, whilst also evaluating their business model, organisation landscape, strategies including other factors. The report will also provide recommendations on how the organisation can strengthen their position within their market and how to move forward from their current situation. During the report, a number of theories and tools will be used. 



Introduction:
	The report will outline Airbnb’s position within the sharing economy, its business model and other factors. The sharing economy, caused confusion as stated by (Frenken & Schor, 2017) as there’s a misconception around the term; its novelty. Humans have always shared. Instead, there is a concept that relates the sharing economy to “stranger sharing”, developed from the idea that people never used to share their items with people they didn’t know outside of their social networks. Instead share with their family and friends. Today through using a digital platform it reduces a risk through stranger sharing and creates more of an appeal as the platforms provide a source of information on users through ratings and reviews. Airbnb, a digital business that operates through a platform, contributing to the sharing economy, allowing hosts to list their properties on a peer-to-peer market place. Allowing communication between host and guest prior to the booking to help minimise any risks of “stranger sharing”. 
The Business Model Canvas during this report will provide an insight on how the organisation can improve their approach to business. The purpose of this tool is to provide a visual representation of the “building blocks” required when creating business. (EnterprisingOxford, 2020). A discussion about other tools will also be provided, and how the organisation utilises the tools. 
 
Airbnb Landscape: 
[image: Image for post]	Airbnb, a peer-to-peer organisation, provides accommodation through other people’s properties for a fee. Allowing people to list their property on their platform to rent out to others from across the globe for a monetary exchange. The organisation is a part of the sharing economy, which is an economic model,  defined as peer-to-peer based activity, allowing people to share, provide and acquire a variety of service/goods through a community-based online platform. (Scott, 2020).  
The Airbnb sharing economy, has contributed to a number of things, such as local independent businesses in various locations. They have also given rise to a new groups of entrepreneurs, known as “rentalpreneurs”. Figures suggest, that more than 70 American Airbnb hosts are generating over $1million per year through renting out their properties. (iGMS, 2018). 
Airbnb caused a digital disruption in the travel industry, however due to the current situation of the Coronavirus, it has been disrupted itself as its taken a major blow due to the travel industry coming to a standstill. (Griffith, 2020). It is argued, that Airbnb’s platform has taken one of the hardest hits from the impacts of the pandemic, facing a potential 54% loss to its revenue, and a 85% decrease in new bookings. Nevertheless, app usage had begun to increase as countries have begun to relax their restrictions. (Curry, 2020). Due to the pandemic, Airbnb were targeted by its hosts, as the platform allowed guests to cancel their bookings with full refunds if the stay was booked beginning before 31st May 2020. Founder, Chesky, apologised for this, however stated that the company would spend £200m covering 25% of what hosts would’ve been paid under the cancellation policies between 14th of March and 31st of May 2020. Chesky stated in an email to hosts “Although it may not have felt like it, we are partners, When your business suffers, our business suffers” (Neate, 2020).  
The business valuation has significantly increased due to the double of shares within the IPO as it floated onto the stock exchange - December 2020. They reached a price that values the business close to $100bn, valued more than the largest hotel operator The Marriott.  (Rushe, 2020). This is important to the organisation, as it provides them with a higher valuation, and confirms continuation of business regardless of coronavirus. 
Airbnb has been successful attracting guests worldwide, offering multiple accommodation options in various cities, creating a revenue not only for themselves but the tourism industry within the different localities. They have inspired people to travel and explore countries, making it more affordable through short-term rentals in comparison the traditional hotel. (Sherwood, 2018). 
Business Model Canvas (BMC) 
The BMC, discovered by Alex Osterwalder, stated that entrepreneurs should prototype their business model, as do architects do for building. “It needs to work like an architect drawing table to put your business model together and experiment” (Strategyzer, 2019). Business model refers to an organisations plan for creating profit, identifying it’s aims to sell (product / service), target market, audience and any anticipated expenses. A business model plays an essential role within any business, new or existing,  providing help in attracting investment, recruiting and motivating staff. It’s essential to keep a business model updated as the business world is forever changing and it helps prepare and overcome challenges ahead.  (Brock, 2020). 
BMC includes 9 building blocks, aiding the business to think about the different segments needed within business to create strategies. The BMC introduces the missing link between strategy and process (Rice, 2020). 
Figure 1. below shows an Airbnb BMC, stating the essential points to the business under each block. Inspiration and research has been used by the following; (Canvanzier, 2020), (LumoBusiness, 2019), (InnovationTactics, 2020) & (Pereira, 2021) including independent ideas. The BMC can be an advantage as it considers the organisations brand imagine, importance of their social platforms and websites, including the retention of guests and hosts. 

[image: ]Figure 1. 



1. Customer Segments. 
Being a multisided platform business, Airbnb must ensure they gain and maintain relationships with Hosts and Guests. Aiming to attract a variety of guests as guests vary from, independent travellers, to business people, globetrotters and it’s important to be able to attract the attention of all and ensure healthy engagement.  
2. Value proposition.
It’s essential that Airbnb provide value through their platform for all parties involved e.g. Hosts, guests and shareholders. This value stems from the platform itself and indirect network effects. The value proposition that Airbnb hold for the guests is a unique place to stay and alternatively cheaper to the traditional hotel, and the value for the hosts is that they are able to earn income for their space. Being a part of the sharing economy, makes people think that they’re “doing their bit”  
3. Channels
Social media is the best approach to engage with people. Being a digital business, Airbnb must use social media to their advantage, and engage with digital ad campaigns e.g. Google Ads. Airbnb gained marketing opportunities through the Olympics etc. Another good course of channel is word of mouth, if a guest had a good experience then they are more likely to recommend the platform to a friend. 
4. Customer relationships
There are always relationships to be maintained within business. The essential relationships that Airbnb must maintain are relationships with their hosts and guests, this is done well within the organisation, allowing guests and hosts to review each other and people to see the ratings which help determine future bookings. It’s essential to keep customer engagement through their platform and provide support to the parties when needed through support services. 
5. Revenue Streams
Research suggests that Airbnb charge Hosts a fee of 3%-5% per booking and the guests fee is charged slightly more, ranging from 0%-20%. 

6. Key resources
Resources play a vital role in every organisation as it ensures the organisation is performing to the best of its ability and ensuring that targets and objectives are met. Whilst reflecting Airbnb, key resources that have been identified are; Platforms, brand imagine, hosts and guests, payment providers. Airbnb’s platform, would be one of the most essential resources, as they are a digital business, it’s important they ensure that the platform is always updated, ensuring efficient running of the organisation. This links to brand image, as they are only able to portray themselves through digital resources.  
7. Key activities 
Airbnb is an organisation that currently lists rentals globally (excluding China). Key activities are essential to ensure the upkeep of their presence within a number of countries and ensuring that they understand the various rules and regulations. This has been a key activity identified within the BMC to help aid the organisation and undertake community and city based events. Other key activities include online engagement with current and future hosts and guests, ensuring that they can help and assist individuals when needed via their platforms ensuring the upkeep of the organisation brand. 
8. Key Partnerships.
It’s important to distinguish key partners within organisations, especially those of who are crucial to the platform. Key partners identified within this report for Airbnb are; Hosts, guests, payment providers, social media platforms, IT experts. Without these partnerships, the business success wouldn’t be able to take place. The hosts and guests are the top key partners within the business as they generate the revenue and income for the business.  

9. Cost Structure  
The cost structure for Airbnb is straight forward, the costings identified are technology platforms, Marketing and customer support systems, general admin and employee’s, research and brand development including other potential costs through issues that could arise. All these costs contribute to the operation of the organisation and its brand image. 


Strategic Formulation Framework (SFF) 
SFF  found Fred David, stated that the model is formulated of three stages, that include strategy formulation, strategy implementation and strategy evaluation. These steps help drive the activities within an organisation and strategy formulation, involving steps such as; development within vision statements, analysing the external and internal environments of the organisation through the use of different models such as SWOT and PEST, including organisation objectives and choosing strategies respectively. (David, 2007). 
During using SFF, David urges organisations to evaluate their organisation positioning through using IFE, which relates to using a SWOT analysis and evaluating internal factors. SWOT analysis is to reinforce the business strategy through assessing the business’s strengths, weaknesses, including potential threats and opportunities within the market. (Humphrey, 1960). Furthermore, urging the use of EFE which relates to using the PEST analysis, evaluating the external factors. These factors remain outside of the control of an organisation, however can still cause impact. Created by Aguilar in 1967, it’s part of the risk management and strategy design. The analysis includes; Political, Economic, Social & Technological factors. (Post, 2018). 
The Grand Strategy Matrix (GSM), similar to the SWOT analysis, is a more modern tools used within business. The GSM is compromised of two dimensions; Market growth vs organisations competitive position. The four quadrants within the matrix has a number of strategic options, the purpose of the framework is designed to aid evaluation of the direction of business. (Lucidity, 2021).
Figure 2. below demonstrates a diagram of the GSM. (GoogleImages, 2021). Through understanding the diagram, we can identify Airbnb’s position. This is achieved through understanding Airbnb’s intentions and BMC. Considering these factors, Airbnb’s position within the GSM is within quadrant 1, as Airbnb has a strong competitive advantage over its competitors and are aiming for market growth especially within countries such as China, however this growth could be considered to be slow. It’s important that the business takes a proactive approach to ensure their place within the Chinese tourism and travel industry. To achieve this, the business should use key activities and community events, as per the BMC.  This could be difficult at present, due to the coronavirus pandemic. However, Airbnb being an online business, can use this to their advantage and gain the attraction of new and existing customers/hosts through their platform. 
The main issue with short term rentals In China is, that as a foreign traveller, they must be registered with the local authorities within 24 hours of arriving within the country, which is done through submitting a copy of a passport and visa. It’s a simpler task through staying in a Chinese hotel as they contact the authorities on your behalf, however with the short term rental its slightly more difficult, as the guest is to do it themselves or the host completes it on their behalf, however it isn’t always a guarantee. (Summers, 2020). Data from the UNWTO (World Tourism Organisation) states, in 2018 international tourism grew in emerging economies such as China at a higher rate than in advanced economies. Statistics suggest, by 2030 more than 1 billion travellers will arrive in emerging economies annually and Airbnb is well-positioned to be a major driver of this growth, due to popularity and their disruption within the travel industry. In 2018, the organisation saw a market growth within India and China. (Airbnb, 2021). (Figure 3 visualises the statistics). 
[image: ]Figure 3. 





The use of SFF and GSM tools are beneficial within business, however there are limitations with these tools. The GSM is a tool similar to the SWOT, a limitation is, it doesn’t aid organisations to predict the future, therefore through creating a SWOT analysis, its essential to understand that the analysis may need to change due to the environment as challenges arise. The analysis can only be as successful as those who put in the efforts. (Symes, 2021). Further limitations can occur through using SFF, due to strategies failing due to the failure of administration either when implanting them or evaluating results. (David, 2007) states that the use of administration is a clear practical approach for formulation within the various stages of using SFF as a tool. It’s important that an organisation has a full understanding of the tool in order to use it to its best advantage. (Fuertes, 2020).  
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Tools
There are 3 specific tools used in order to provide Airbnb with a better concept of their hosts and guests, including how to target them correctly to ensure continuation of business.
1. SCM – Supply Chain Management 
2. CRM – Customer Relationship Management 
3. ERP – Enterprise Resource Planning

1. SCM, manages the flow of goods and services from the business to consumer. The process involves the organisation having a network of suppliers (acting as links in the chain) to move the product/service at each stage. Effective SCM improves the financial position of an organisation and plays an important role within customer satisfaction. (CIPS, 2021). 
Airbnb’s supply chain is formulated through their hosts acting as the “Suppliers”. The hosts are the ones who list their properties, offering their services and facilities. The aim of the organisation is to attract the biggest amount of suppliers to allow revenue to continue. Airbnb, allows communication to take place between host and guest to ensure that the supply chain management is effective and ensuring customer satisfaction. Therefore, Airbnb plays this element well within their organisation.  

2. CRM is a technology that manages interactions with new and existing customers. Aiding organisations to build these important relationships to increase sales, profitability and improve customer services. (SalesForce, 2021). 
Airbnb focuses completely on CRM, allowing guests and hosts to manage all aspects of the relationship via the platform, it does not require any paperwork as its completed online. Airbnb implemented CRM well through their mobile app and website, engaging new and existing customers and maintaining relationships, communicating with them on a real-time basis. The CRM of the business provides a 360 interaction with customer and hosts – when either sign up to Airbnb, the system sends automated mail for double opt in login. (Akshay, 2014). 

3. ERP too., manages business processes such as finance, supply chain and inventory management. This tool, allows organisations to capture critical data when it comes to customer demands and can be used through reviewing systems left by consumers. (Essex, 2021). 
Airbnb uses a variety of tools to capture data; MySQL, Redis, Hadoop on Mesos. The organisation created Airstream, which is a framework that allows engineers and data team access to quick insights. This system is crucial to the business as it depends on predictions and machine learning. The business benefits from such tools to capture information, as they operate solely online, they are unable to capture information elsewhere, their presence and use of tools online are essential. (Gall, 2017). 

Conclusion. 
To conclude the report, we can identify that Airbnb use the variety of tools well within the organisation, as it aids them to capture essential data and continue CRM. The BMC included within the body, helps to understand how they can improve for future business, once the pandemic begins to ease and travellers are allowed to travel again. The use of the GRM has been able to locate Airbnb on the diagram, however we must consider there are always limitations and the organisation must remain flexible when considering their environment as the business world is forever changing. Airbnb, continue to be the lead disruptor within the travel industry, offering an alternative source of accommodation. 
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