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[bookmark: _Toc521885903]Introduction 
This report will critically examine the sharing economy using Airbnb as an example. Drawing on case study by Wu, Lee & Reynard (2021) and the consumer behaviour analysis by Li & Tabari (2019) It will analyse the company’s business model, financial landscape, and peer-to-peer market forces, explore its key target groups. It also assesses the company’s current situation, key challenges, and strategic direction before offering recommendations to support future growth.






[bookmark: _Toc2128649787]The Sharing Economy 
The sharing economy according to Curtis and Lehner (2019), is a digitally enabled system that gives temporary access to untapped resources rather than ownership. They stress that internet platforms are crucial because they enable large scale sharing by connecting those with extra resources with those in need. The authors highlight that while the model can promote sustainability by increasing resources efficiency, this is not guaranteed because certain platforms may have negative social or environmental effects. Their description offers a helpful framework for assessing websites like Airbnb, which employ digital middlemen to make money from underutilised assets. However, Bardhi and Eckhardt (2012), argue that most sharing economy platforms are not sharing but are access-based consumption. They believe that users are not motivated by community or sustainability users are motivated by convenience and cost. They go on to say that exchanges function like rentals rather than genuine sharing, with users acting like customers not members of the community, users pay for access, use the service and leave with no social expectations attached.



[bookmark: _Toc1722963474]Airbnb Overview and Business Model 
Airbnb was founded in 2008 by Brian Chesky, Joe Gebbia and Nathan Blecharczyk, the idea came about in 2007 when Chesky and Gebbia could not afford their rent when living in San Francisco. A major conference came to town filling all the hotels giving the pair an innovated idea to rent out air mattresses in their living room and providing breakfast for their guests after hosting three guests successfully during that conference “Airbed & Breakfast” now known as Airbnb was created (Comstock, 2025). By 2012, Airbnb had assisted with the booking of millions of nights and had expanded to thousands of cities globally (Wu, Lee & Reynard, 2012).  In less than a decade Airbnb was valued at $30 billon and was the largest provider of accommodation in the world (Gallagher, 2017).
According to Wu, Lee& Reynard (2012) study Airbnb’s business model is a two-way marketplace. Instead of owning real estate, Airbnb makes their money by charging hosts and guests service fees. This asset-light strategy enables quick expansion. As a two-way marketplace, Airbnb connects two independent user groups hosts and guests both groups depend on Airbnb for value (Llados- Masllorens et al., 2020). While guests generate demand by looking for short term accommodation, hosts supply the accommodation by listing extra rooms, flats or houses. Airbnb offers the digital infrastructure that enables the two groups to locate each other, interact, and make reservations, Airbnb itself does not own any property (Feix, 2021). This approach works because both sides profit from the platforms existence, guests have access to a wide range of flexible and reasonably priced accommodation globally , and hosts have access to a worldwide supply of potential guests, consumers find the platform more appealing as more hosts sign up, while hosts find it more appealing to advertise their spaces as more customers sign up (Trabucchi & Buganza, 2021). This approach produces strong network effects allowing Airbnb to expand worldwide quickly without owning any physical assets. 
Airbnb makes their money by charging hosts and guests service fees for each reservation (Reinhold & Dolnicar, 2021). Flexible pricing which increases fees as prices rise, is another advantage (Wang, 2024). Airbnb can diversify its revenue streams by earning commissions on Airbnb Experiences in addition to accommodation (Reinhold & Dolnicar, 2021).
The core of Airbnb’s value proposition is providing guests with reasonably priced alternatives to traditional hotels, often at lower costs for similar or larger accommodations. Additionally, Airbnb encourages authenticity by allowing guests to stay in residential areas and “live like a local,” which guests have found to be more authentic than traditional hotel stays (Sakr et al, 2024). With a variety of accommodation alternatives, ranging from single rooms to entire homes, Airbnb’s business model offers guests freedom by letting them select options based on their travel needs, budget and location (Reinhold & Dolnicar, 2022).
Airbnb uses several trust procedures to mitigate the dangers of staying in a stranger's house. These include a rating and review system that promotes accountability and transparency by allowing hosts and gusts to evaluate their peers following each visit (Zamai et al, 2019). Also, Airbnb require identity verification procedures to verify the integrity of users (Codex, 2023), and all transactions are managed by secure payment systems that safeguard both parties and lower the possibility of fraud (Badola, 2025). These features encourage hosts and guests to continue using the platform and help foster trust.





[bookmark: _Toc924378264]Financial Landscape and Market Forces 
The financial landscape of Airbnb shows a significant shift from early vulnerabilities to worldwide platform influencers. Wu, Lee, & Reynard (2012) case study shows that the founders of Airbnb struggled to get funding, investors did not believe in the model as the company had no guarantee of success the founders maxed out credit cards to keep the company alive their financial strategy was focused on survival not profitability, Airbnb's early financial strategy concentrated on the swift recruitment of users, trust building strategies, and demonstrating the feasibility of peer-to-peer accommodation (Sakr, et al 2024).  the business successfully built-up investor confidence as network effects grew, more hosts drawing more guests and more guests drawing more hosts (Negi & Tripathi, 2023). By gradually earning the trust of investors helped the company secure large investments and eventually go public in a well-known IPO in 2020 (Rainhold & Dolnicar, 2021).
Airbnb found it difficult to consistently turn a profit even as it expanded (Lozic et al, 2025). In addition to having to deal with growing expenses like high marketing and operational costs (Oe & Le, 2020). due to new regulations restricting short-term rentals (Von Briel, & Dolnicar, 2021) , Airbnb was severely impacted by the COVID-19 pandemic, which significantly lowered its profits. As a result, Airbnb cut costs and concentrated more on longer-term stays. This helped maintain demand, but it also demonstrated the company’s sensitivity to major external events (Krouk & Almeida, 2021). 
Since 2012, competition has increased significantly. In addition to hotels (Zervas et al 2017), Airbnb now faces competition from other peer-to-peer accommodation platforms such as booking.com (Guttentag, 2019). According to Lu & Tabari (2019), Airbnb’s growth has disrupted traditional hotels by increasing price competition and pushing them to adopt digital methods. Peer-to-peer market forces also play a key role, as customers are price sensitive, seasonal demand causes revenue fluctuations. Supply also remains unstable, as hosts can freely enter or exit the platform depending on market conditions. Hosts have become more dependent on Airbnb’s algorithms, reviews and fees creating power imbalances compared to the platforms earlier casual model.



[bookmark: _Toc928799616]Target Groups and Consumer Behaviour 
Airbnb appeals to a variety of different customers, and their actions have changed the way people book accommodation. Some consumers especially those on a tight budget select Airbnb primarily because it is cheaper than hotels (So et al, 2018). Millennials are often attracted to the opportunity to engage in more genuine, local experiences (Istekhar Ahmad et al, 2023). While business travellers increasingly prefer flexible accommodation that feels more like home (Mohsin, & Lengler, 2021), families like the additional room and home style amenities. Long term digital nomads (people who work online and love to travel) have grown in importance in recent years as they seek convenient locations and places that support remote work (Sakr et al, 2024). Price, location, authenticity, and convenience are the main factors that all these groups consider when selecting Airbnb (Mohsin et al, 2021).
Li & Tabari (2019) argue that Airbnb’s more affordable rates and excellent value have had a significant impact on consumer behaviour in the UK, encouraging many travellers to choose Airbnb over traditional hotels. Additionally, they also suggest that Airbnb raised the bar for more personalised and flexible stays, while these points are still valid their study focuses more on price and value. More resent research shows that consumer behaviour has changed, there has been an increase in in long-term stays by remote workers and digital nomads since the COVID-19 pandemic, these users make decisions based more on lifestyle and flexibility than cost alone (Ramos-Henriquez & Morini-Marrero, 2025). Other studies also highlight emotional and experiential factors, such as feeling a sense of belonging and community, which receive little attention in Li and Tabari’s analysis (Ndaguba, & Van Zyl, 2023).
Furthermore, Li and Tabari focus on guest behaviour and pay little attention to hosts recent research shows that hosts are motivated by flexibility, making use of unused space, and entrepreneurial identity, in addition to financial gain (Zhang et al, 2019). Their study also does not fully consider increased competition, as platforms such as booking.com now offer similar services that offer consumers the choice.
Overall, more recent research indicates that Airbnb users and their reasons are more varied and complex, even though Li and Tabari (2019) offer a helpful starting point. 



[bookmark: _Toc1261252020]Problems and Challenges 
The sustainability of Airbnb’s business model is called into doubt by several long-term challenges. Growing government and regulatory pressure is one of the main problems. These days a lot of cities link short-term rentals to issues including housing shortages, increased rent, zoning infractions and decreased tax income. Due to this city such as New York and Barcelona have implemented strict rules, including limits, registration systems, or bans on certain types of short-term rentals (Gurran & Phibbs, 2017). These cities argue that websites such as Airbnb increase housing costs and decrease the number of properties accessible for long-term inhabitants (Gurran & Phibbs, 2017). However, studies industry reports indicate that even strict regulations do not necessarily result in more affordable housing. For example, one study found that imposing day caps on short term rentals significantly reduced hosting but did not result in more long-term rental availability or lower long-term rentals, demonstrating the complicated relationship between short-term rentals and housing issues (Gauß et al, 2024). 
These regulatory issues are closely linked to wider social and ethical concerns. Critics claim that Airbnb could contribute to gentrification by attracting more investors to certain communities, which may drive locals away and raise living expenses (Wachsmuth & Weisler, 2018). Additionally, the growth of “professional hosts” who oversee several properties pushes Airbnb away from its initial concept of home-sharing and makes it harder to separate residential housing from commercial rentals (Deboosere et al, 2019). However, high-profile incidents involving discrimination and safety concerns have raised doubts about how well Airbnb can protect users and ensure fair treatment as the platform grows (Carter & Dear, 2018). 
Keeping people safe and maintaining trust across millions of listings is a constant issue from an operational standpoint. Airbnb must deal with problems such as fraud, fake listings, and inconsistent quality, all of which can damage trust in the platform (Gu et al, 2021). Airbnb’s reliance on review and rating systems, which may be biased or manipulated, makes this task more challenging (Christiaens, 2025). In the meantime, competitor websites such as booking.com provide the same short-term rental options (Von Briel & Dolnicar, 2021), and hotels are becoming more digital and adaptable (. In an increasingly competitive and regulated market, Airbnb must carefully balance expansion with regulation, social responsibility, and platform reliability (Li, 2020).



[bookmark: _Toc1853558571]Current Situation and Strategic Direction 
Following the disruption produced by COVID-19, Airbnb’s latest strategy indicates a shift toward becoming more stable, following rules and regulations closely, and focusing on long-term growth (Oladipo, 2024). Airbnb recovered from the pandemic by benefiting from increased nationwide travel, more stays in rural areas, and the growth of flexible and remote working contributing to Airbnb’s recovery from the pandemic ( Filieri et al, 2023). By 2022 Airbnb had exceeded their pre-pandemic booking levels due to these trends (Armstrong, 2023). Focusing on longer stays particularly bookings lasting 28 days or more, which are among Airbnb’s fastest growing categories becoming an essential aspect of Airbnb’s strategy (Airbnb, 2022). This reflects wider changes in how people live and work, including remote work, digital nomad lifestyles, and the demand for flexible living options (Katz & Savage, 2025).
Airbnb has also introduced “Airbnb-friendly apartments,” which entail partnerships with property developers. In cities where short-term rentals are limited, they enable tenants to legally host guests in certain buildings, assisting Airbnb in responding to strict regulations while increasing the number of available listings (Chen, 2025). At the same time, Airbnb continues to develop Airbnb Experiences, with the goal of being more than just a platform for accommodation and instead offer wider travel and lifestyle services (Purohit et al, 2023)
.
Between 2022 and 2024, Airbnb concentrated on enhancing the platform’s functionality (Guttentag et al, 2018). This entailed making the app more user-friendly, improving search features, making pricing clearer, and strengthening trust and safety measures. Users now expect simple, reliable, and transparent platforms. These changes reflect that (Medium, 2025).
Airbnb’s current approach addresses regulatory issues by using more organised and legally acceptable hosting methods, while also adapting to shifting consumer expectations flexibility and experiences.



[bookmark: _Toc8269294]Recommendations for Future Growth 
Airbnb’s long-term success depends on resolving the operationall, social, and regulatory issues that continue to harm their reputation and position in the marketplace. Collaborating closely with local authorities and governments should be a top priority. By working with local authorities to create fair and sustainable rules for hosts, and openly sharing data, Airbnb could address concerns that they worsen housing shortages and reduce conflicts in tightly regulated cities.
It is crucial for Airbnb to improve the safety and quality of listings stronger checks on hosts and clearer safety requirements would help reduce issues such as fraud, inconsistent quality, and safety risks. These improvements would also help restore trust in areas where past problems have damaged Airbnb’s reputation.
Airbnb should also look at partnering with local tourism organisations, introducing subscription or loyalty programmes, and expand Airbnb Experiences, these could help Airbnb stand out from competitors like Booking.com and could help keep customers coming back to their platform.
Promoting ethical and sustainable hosting is another major possibility. Limiting large-scale professional hosts in overpopulated cities, promoting eco-friendly houses, and encouraging energy-efficient upgrades could help reduce criticism regarding gentrification and community disruption.
Lastly, by encouraging housing initiatives and providing residents with easy ways to share feedback on how short-term rentals impact local communities. Together these steps would support Airbnb’s long-term sustainability while maintaining growth and public trust.





[bookmark: _Toc1064858563]Conclusion 
 Airbnb is an excellent example of the sharing economy’s potential and challenges, showing how digital asset light businesses can impact traditional hospitality market and provide new consumer experiences. By using digital technology to conect hosts and guests without owning any buildings or assets. This report has demonstrated that Airbnb's business strategy, is based on a two-sided platform which provides flexible, affordable and more authentic alternatives to traditional hotels. Airbnb has had to adjust over time due to the shift in consumer behaviour, increased competition, and the consistently evolving government regulations, especially after the disruption brought on by the COVID-19 pandemic. 
Stability and long-term growth are the main components of Airbnb’s recent strategy. In response to regulations, the company has implemented more structured and legally compliant hosting methods, while also expanding services such as Airbnb Experiences, and improved their platform to meet user expectations for simplicity, flexibility, safety, and trust. Despite this Airbnb still must deal with challenges such as safety risks, social and ethical concerns, regulatory pressure, and strong competition from hotels, and other booking platforms.
Airbnb must balance expansion and accountability to achieve long-term success. By working closely with local governments, promoting sustainable hosting, improving safety and quality standards, and providing unique experiences. Overall, Airbnb’s progression highlights the need for sharing economy platforms to continually adapt within an increasingly competitive and regulated environment.
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