The purpose of this report is critically examining ‘Airbnb’ as a sharing economy, whilst evaluating their business model. Look at their financial landscape, P2P market forces, their target groups, and any problems they may have faced or could be facing along with any challenges. With a possible suggestion for future growth.
Airbnb has pioneered a new industry of peer-to-peer accommodation rentals, experiencing enormous success with over one  million hosts and travellers along with over 10 million guests booked, and over 26,000 cities with  over 192 counties globally.

There are various other online P2P services that go against traditional rental, such as renting out their cars, parking spots and their gardens between other things. The potential to rent out anything that is not being used is a massive advantages to the P2P economy, individuals can capitalize items that are not being used.(Wu,etal.,2012).

Airbnb’s platform is online, it has made renting a space that is unused for short periods of time possible through its online platform Airbnb.com. Within a quick period of time Airbnb secured a sizeable amount of host and guest to its network, this made Airbnb.com an appealing marketplace for space trading by non-professional hosts. (Reinhold & Dolnicar, 2018). 
Originally when Airbnb spaces were listed on their platform they were first and fore most booked by a small niche market of alternative travellers but quickly increased to a more widespread clientele, this led to Airbnb booking platform being used by mainstream tourists globally, promptly concerns started to be raised about the competition. (Zervas et al., 2017). 

Airbnb does not own any of its listings however as an agent or middleman as some would say it earns commission from every booking.


Airbnb financial Landscape 

Airbnb was founded around the time of the GFC (great Recession) origin and creation of the platform rented an air mattress in their living room for guest to save money and the host to make an income as an alternative to staying in established accommodation. Airbnb inc operates a platform that allows hosts to offer their available space to guests worldwide. The market place model connects host and guest online through the internet to book spaces or experiences. Primarily offering private areas, rooms or homes with the host also living in on occasion. Formerly known as Airbed and Breakfast inc, the name changed to Airbnb, inc in November 2010(Airbnb, Inc. (ABNB) Stock Price, Quote & News, n.d.)

 
In November 2012, Airbnb took the tourism and accommodation industry and shook it with disruption. Firstly, established commercial tourism accommodation providers including hotels where incurious and unconcerned, however overtime they gradually see their market share deplete and quickly realise that Airbnb were a company that had potential to compete with them and reduce their custom. The idea of peer-to-peer accommodation was welcomed by tourist globally, which lead to many companies trying to replicate Airbnb’s achievements and demonstrating their ability to offer peer-to-peer accommodation. (von Briel, D. and Dolnicar, S.2021)

Airbnb have had over 120million in venture funding to date, their growth can be connected to their heavy investment in marketing and their infrastructure.by being steadfast with their resources through Google Display Network, Airbnb captivated their customers by using griping display ads that sold their services as a completely new way to travel globally.



Airbnb and BMC Business model canvas 	

Alexander Osterwalder and Yves Pigneur are said to be the brains behind the globally renowned Business Model Canva (BMC) (Biographies, 2022) they created the tool by visualising all the building blocks of starting a business, the BMC is used to challenge, describe, design, and pivot a business model.
“The business model canvas is the most influential management tool of the past two decades. Period” state Stuart Crainer and Des Dearlove, Thinkers50 (Biographies, 2022)

Airbnb and their (BMC) Business model canvas over the last 14 years Airbnb have matured to a sufficient competitor for the largest hotel chains and digital travel and tourism agencies, December 2021 they had over 6 million listings however before the pandemic they had in excess of 7 million. A catalogue of over 100 thousand cities in over 220 countries, this includes over 4 million hosts and generates over $150 billion for hosts. (Airbnb Business Model Canvas [2022 Update], 2022)
Slywotzky’s states that a business model can be broken down in to into a few simple definitions, ‘what’, ‘who’ and ‘how’ of business, also can be added ‘how much’ (Slywotzky, 195)


There are nine elements of the business model canvas (Sinusoid, 2021)

Value proposition 
Key partners
Key activities
Key resources/assets
Customer segments
Channels
Customer relationships
Revenue
Cost structure 

Value proposition 

Airbnb need to guarantee value proposition to their multisided platform, they main sides to their platform are the guest and the hosts. Primarily with business models, value is provided between the sides of the platform, distinguishing between value proposition for guest, hosts, and both. By offering a unique experience at lower process than their competitors the hotels and other travel agencies. Host are to generate an income and have a simplistic experience of doing so.

Value proposition for guest – choice, variety, inexpensive, being authentic.


Value proposition for the hosts -generation of income, convenient transaction and risk minimisation, there is also ease of joining the platform and easy management tools.

Key partners – Airbnb differentiate between key partners, in particular those that are crucial to the platform, and other partners. Crucial partners are the hosts, these also included suer hosts, being on the supply side they aid the delivery of the value proposition to the demand side which are the guests.

Key activities – Airbnb have three types of key activities, operational excellence an example of this would be their consistency, hotels deliver consistency because most elements contributing to it are under their control, staff have training etc. However, Airbnb are joining two strangers, and host do not receive any training unless they undertake their own and most have little experience of hospitality. Continued expansion of the host/guest space this would be innovation adoption trajectory and improve their existing values propositions whilst also developing completely new ones, whilst delivering good value for money.

Customer segments – Airbnb are a multisided platform due to this they need to segment both sides which are the guest as well as the hosts subject to their purpose, they use the classic market segmentation in addition micro segmentation. Recognised segments are used for a variety of purpose these include developing new products, marketing, and business growth decisions.

Channels- Airbnb has many channels however one of the main and strongest channel is word of mouth, this sells the space before the guest even enter  the digital platform as it reduces any concerns a fellow guest may have and current users can gain referral rewards. Social media and the channels they use Facebook and Instagram just a couple that they use to advertise, along with digital ads through google ads. Airbnb do not use travel agencies as a sales channel so there is no commission paid for this service. 

Customer relationships – Airbnb needs to maintain various layers of relationships, including hosts and guest, cities, and communities they have host and broader stakeholders around them. Airbnb have safety in mind both host and the guest, holding their value proposition consistency in doing this, originality of a stay whilst respecting the hosts property.

Revenue & Cost structure Airbnb’s revenue has shrunk since the pandemic by 30% in 2020 however boomeranged back by 77% in 2021. Insurance premiums, payment fees and ongoing IT cost (as Airbnb is online only platform) fall into the cost structure, along with sales and marketing, product development and general admin and hr.

Airbnb allow access to their online platform for free there is no membership to join and be able to access all the available hosts, by paying a service charge when reservations are made allows the guest to browse freely until a decision is made.


Airbnb business model in 2009
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Experience problems in its retention stage of the funnel, their customers were at this point in two groups very active and happy customers to unhappy customers that left the service of Airbnb., after research Airbnb found the  difference between the two groups was the quality in the photos used in their ads. Host that used a more professional picture that had been verified were  booked 2.5 times more than the hosts without. To alleviate the issue of nonprofessional verified pictures Airbnb started to offer a free photo service with professional photos, they visited over 13,000 host in the first year. The successful initiative helped improve retention and the company  quickly grew, in 2017 it had $2.6 billion revenues, $450 million in operation income and $93 million in net income. (bizshakalaka, 2019)
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(bizshakalaka, 2019)






















SFF (Strategic Formulation Framework)

using a business framework aids professions to create reasonable business strategies’ and an end goal, in order to support realist goals.
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What is SFF (Strategic Formulation Framework) and how it aids strategic thinking.
 
stage 1 – Compile the data needed to formulate strategies.
stage2- generate fest able option strategies by looking at key external and internal factors.
stage3- decision stage which involves the (Qspm) Quantitative Strategic Planning Matrix, looks at the more alluring alternative strategies.
……ref PowerPoint 

It is important to examine SFF from the perspective of how it may improve strategic decision making and direction.


A newer strategic tool evolved from previous matrix’s, use to look for alternative strategies for companies rising in popularity since its launch in 2017. (Introduction to the Grand Strategy Matrix, n.d.) The below chart explores the market growth vs the organizations competitive position.

Airbnb fall into the first quadrant this shows a strong competitive position and the market is rapidly growing, this is far the best quadrant to be in with a strong position and high opportunity.



Airbnb Grand Strategy Matrix 
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                                                                                            (Introduction to the Grand Strategy Matrix, n.d.)



With an excellent strategic position, quadrant one relates to a company that is thriving with a rapid growth market. Being at this vantage point it is advised to concentrate on the current market, and market development. The best strategy to take in Airbnb case is diversification due to its capabilities to reduce the risk related to slim product line. (Johnson et al., 2017)

Tools and Systems of Airbnb 

Airbnb is a platform based digital company that acquires information from their hosts who then become suppliers of their platform (SCM), capturing information on marketing trends and shares this information with their hosts (ERP), captures customer reviews and comments (CRM) this allows customers (guests) to assess the accommodation they are interested in and choose their choice of host.

Shorty after a year Airbnb launched the company it made the decision to relocate all of its cloud computing functions over to Amazon Web Services (AWS), this was due to service administration challenges experienced with their previous provider. Nathan Blecharczyk co-founder of Airbnb stated “initially the appeal of AWS was the ease of managing and customising the stack” he then goes to mention that the ease of using more servers without having to contact anybody else and having no minimum usage commitments. Nathan also states “we’ve adopted almost all of the feature’s AWS provides. AWS is the easy answer for any Internet business that wants to scale to the next level.” (Airbnb Case Study – Amazon Web Services (AWS), n.d.)

Airbnb stat that AWS saved has saved it the great expense using one company for all, also the company expresses that the flexibility and responsiveness of AWS is assisting them to prepare for growth, Knaup says.
  “We’ve seen that Amazon Web Services listens to customers’ needs. If the feature does not yet exist, it probably will in a matter of months. The low cost and simplicity of its services made it a no-brainer to switch to the AWS cloud.” (Airbnb Case Study – Amazon Web Services (AWS), n.d.)

Strategic issues 

One of the strategic concerns for the future for Airbnb are it lacks sustainable competitive advantage, currently there is and will be a flood of new competitors, also dealing with a number of legal and trust issues in the marketplace. Determining its direction going forward or potentially risk losing its competitive position in this ever-growing industry, The company is also dealing with a number of legal and trust issues in the market place.


Conclusion 
 Analysing Airbnb and its strategic position in the sharing economy has found that Airbnb is one of the most innovating companies currently in the hospitality industry, their valuation allows it to gain competitive edge over other companies in the industry. Airbnb; s position can be appraised using frameworks, Airbnb has been part of countless peoples travel experiences and has revolutionised the way we travel for an unique experience. With an incredible growth. Airbnb is positioned well in its marketing strategies and is in a good pace to attract future expansion for the year to come.

this strategic analysis tool is on Competitive position and
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