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This report will use the articles written by Wu, S, et al, (2012), and Li, L & Tabari, S, (2019) alongside a range of relevant sources to critique the business model and operational environment. Through these sources this report will examine the financial landscape, the peer-to-peer market forces and the evolving target groups. It will aim to explore the key problems and challenges faced together these perspectives will provide understanding the strategy and current situation of Airbnb. 

In 2007 two un-employed art students, Evan Spigel & Brian Chesky decided to rent out air mattresses in their apartment during a major conference when local hotels were fully booked and overcrowded. Their aim was not the only to offer simple bed and breakfast accommodation but also generate much needed funds to cover a delayed rent payment. Recognising the potential of their idea they created Airbed and breakfast, with a robust website they announce their service, (Gallagher, L, 2017). Early struggles to keep the company alive meant creative funding where in 2008 they created and sold novelty cereal boxes raising capital to fund early development, a year later they were accepted into Y combinator which provided funding, training and mentorship. Rebranding its name to Airbnb and expanding rentals to homes, private rooms and unique stays, (Lassiter, J, B & Richardson, E, 2014).




















[bookmark: _Toc859314074][bookmark: _Toc861896416]Airbnb Business Model

Although many scholars struggle to find common ground on a true definition it is suggested that creation of the business model concept was to tackle the increasing use of digital business, (Zott, et al, 2010). A range of E – Business model frameworks have been developed. One influential example is the Business Model Magic triangle which highlights three main aspects, value proposition, revenue model, and the financial structure required to support them (Shaffer, et al, 2005)

Airbnb’s business model can be interpreted through several focus areas, value proposition, customer segmentation, platform infrastructure, revenue, resources, cost structure, partnerships and regulation management each offering insights into value creation and platforms dynamics. The peer-to-peer platform as suggested by Wu et al (2012) and Kwang – Ho, (2019) emphasise Airbnb’s role as a mediator that facilitates the transactions between hosts and guests, relying on trust mechanisms with low assets. However, while this model captures the economic and structural foundation of Airbnb’s success it overlooks behavioural factors that drive users to adopt this process. The technology acceptance model also known as TAM addresses the gap by offering a framework that explains the factors that influence an individual's decision to adopt a technology.  This framework highlights perceived usefulness, ease of use and the relationship between psychological safety and trust, (Jung et al, 2021), therefor clarifying why certain technologies are accepted while others are not.

The use of the Magic triangle business model provides a holistic view by integrating value proposition, value creation and value capture. Li, L, & Tabari, S, (2019) capture this through observations of the impact of consumer behaviour in the United Kingdom hotel market, especially consumer conscious travellers and younger consumers. Their findings suggest that consumer motives are value for money, desire for an authentic experience and reliance on reviews to influence the adoption of Airbnb, while also exposing weaknesses in safety concerns, regulations and absence of loyalty.

Combining these frameworks reveal that Airbnb’s business model is multidimensional, grounded by the peer-to-peer exchange and driven by consumer acceptance showing no single model captures the complexity of accommodating the consumers' needs, hosts and the broad sharing economy.
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“No, they are not a threat. We serve different markets” - Hotels CEO’s, (Mody, M., & Gomex, M., 2018).

Initial reports suggested that Airbnb and the Hospitality sector were not directly associated as competition, suggesting their market segmentation would not overlap especially for those who required the midrange luxury experience, (Mody, M., & Gomez, M., 2018). Studies argue that Airbnb has had no impact while others argue there have been substantial impacts, Yoong, K, et al (2025). suggests that both arguments can be correct with impacts being linked to geographical locations rather than type of accommodation, with London showing significant variations in traditional markets and consumer choices. The competitive impact creates direct financial diversion of revenue away from traditional hotels suggested to be driven by price sensitive consumers. Li, L & Tabari, S’s, (2019), study focusing on travellers in the United Kingdom suggests that budget conscious young adults actively choose Airbnb due to its lower prices and flexibility, they also argue that this behaviour is not temporary but reflects a change in demand. Their findings highlight that the struggles from traditional hotels reflect in their higher costs and limited flexibility with pricing compared to Airbnb's lower overheads allows them to undercut traditional hotels with minimal financial risks. As a result of competition from Airbnb, HVS estimate the hotel sector loses $450 million in direct revenue losses each year, with significantly more room bookings periodically the platform is reducing demand for conventional hotel accommodations. It is suggested that these declines have contributed to job losses within the hotels sector illustrating economic consequences of Airbnb, (HVS, 2015)

The focus of these articles relies heavily on external factors of reshaping the accommodation sector, however, to create competition within the hospitality sector rapidly growing internal finances need to be analysed. Wu, S, et al, (2012) accredits Airbnb rapid early growth to capital investment in marketing and their fee-based platform model. Although the source is dated the core resources being injected into computer software alongside the fee- based through continued investment remain central to Airbnb operations albeit on a larger scale, (Curnes, A, et al, 2023). Together these sources show both historical and contemporary strategies have contributed to the success of Airbnb.
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Peer to peer market forces reflect on how value is created and exchanged in digital businesses through supply side forces, demand side forces, network effects, trust and reputation, regulatory forces and technological forces and their impact, (Einav, L, et al, 2016). Unlike traditional markets the supply is provided by individuals rather than businesses strengthening Airbnb competitive position, however, also exposing the market stability, quality and regulatory issues. Consumers are drawn to peer-to-peer services for their personalisation, value and convenience shifting spending from established providers such as hotels, (World Bank Group, 2018). Verification through reviews and ratings provide reduced risks to consumers as suggested by Gu, H, et al, (2021) along with Li, L & Tabari, S, (2019) this provides comfort to consumers. Airbnb’s supply grows with the ease of individuals ability to join and list properties offering no upfront costs crating lows barriers to become a host and monetise from unused assets for no specific time. Platforms such as Airbnb rely heavily on network effects, increasing hosts increases the people who use it increasing the value, Wu, S, (2012) highlighted that these network effects were essential for the early growth of Airbnb. While supported by Bartels, N., & Schmitt, A. (2022), it's suggested that the start-up process is an all in approach you can't have supply without the demand. Digital infrastructure enables the peer-to-peer market to function efficiently with the use the use of technology acceptance model, algorithm and user-friendly interfaces.

Regulatory tension is often an effect of peer-to-peer markets with Wu, S, et al, (2012) identifying it as the largest risk to Airbnb. Continuous growth in digital platforms has led to lack of regulations due to the vast geographic locations of accommodations, (Kirillova, E. A, et al, 2022). Introductions of regulations and zoning restrictions have been introduced that limit sharing accommodations in response to rental shortages leading to reduced listings, increased costs and lower revenue, (Department for levelling up, Housing and Communities, 2024). 
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Target groups reveal both strengths and vulnerabilities for Airbnb's model, while the platform successfully appeals to price sensitive travellers, experience seeking and digital users, (Guttentag, D, 2015). Reliance on consumers motivated by value, flexibility and personalisation exposes structural weaknesses. Long term loyalty from price sensitive travellers can purchase from alternative platforms with discounted rates. Destination trends and social influence create an unstable market when targeting experience driven travellers, the growing appeal for longer staying guests creates tension and contributing to housing market shortages, (Kim, Y, & Yeon, J, 2025). Hosts another essential group can be volatile as their governed by local regulations, income needs and platform fairness. Collectively these target groups enable rapid growth but can create an unpredictable market environment, (Wu, S, et al, 2012) (Li, L, & Tabari, S, 2019). Modern target group is said to segment into behavioural and psychographic basing consumers on motivations, emotions, trust levels and behavioural patterns, this reflects a data-driven micro-segmentation approach. The use of real-time platform data, search behaviour, travel patterns and lifestyle indicators are used by Airbnb to evolve its value proposition (Lorenzo‑Romero, C., et al (2024). The use of a dynamic rather that fixed segmentation allows the platform to continuously adjust its target group based on trends, seasons, economy and user-generated data, therefore allowing the platform to remain competitive in a rapidly changing environment.
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The reliance on hosts generates flexibility but provides an unstable base leading to inconsistent quality, seasonal volatility and vulnerability to regulation changes. To maintain a competitive stance the introduction of host programmes, enhanced support and AirCover with the view to stabilise and maintain participation, (Wessel, M, et al 2024). Airbnb most persistent challenge remains as regulatory pressures with cities imposing restrictions on short term rentals to tackle housing shortages, this is only challenged more by various laws and exceptions set out for numerous locations, (Ndaguba, E., et al, 2022). Criticism over the impact on the housing markets has threatened its social and ethical legitimacy pushing Airbnb to promote responsible hosting, however, Kaniadakis, A & Farmaki, A, (2024) insinuate that they have bypassed concerns through publishing community impact reports but leaving the responsibility to the hosts to maintain ethical standards. Airbnb responds through data sharing agreements, compliance tools and lobbying efforts aimed at shaping favourable policy environments, Yates, L, (2023) suggests that mobilisation of hosts and users to pressure policy makers into minimising restrictions while also lobbying in corporate grassroots to influence regulations.  

As with all E-Commerce sites Airbnb is no stranger to concerns and risks in safety and trust, the use of personal information for both hosts and users but also the communicating and meeting of strangers. It is shown that once joining the platform security measures with proof of ID is required, a process issued as verification, (Waris, M., & Kim, S. I., 2023). The implementation of reviews and rating systems of all participants lends itself to authentication, Airbnb have implemented machine – learned fraud detections to avoid false information. 
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Airbnb's operations are increasingly shaped by regulatory pressures, with the level and type dependent on the local environment. The platform has recovered from the Covid-19 pandemic which saw the hospitality sector shutting down, Airbnb has seen shifting consumer demands towards longer stays, nun-urban destinations and lifestyle driven travel with significant increases in these segmentations, (Li P, et al, 2023). They have found that scrutiny from governments particularly in major cities over short term rentals linked to housing shortages are having an impact on their hosts portfolios .New York has enacted a new law were if staying for less than thirty days hosts must also live at the address and gain a license, (Voltes-Dorta, A., 2025), while in Barcelona stricter regulations are in place for short term rentals, (Culotta, A., 2025). In response to the restrictions Airbnb has shifted their marketing strategy to promoting longer term stays which are viewed more favourably within many regulatory frameworks. 

Competition from, hotels has strengthened with many hotels offering loyalty schemes and aggressive market strategies, Airbnb continues to maintain the market share due to unique stays and category-based searches, (Sanchez‑Franco, M. J., & Aramendia‑Muneta, M. E. 2023).
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Based on the current environment and strategic direction recommendation for future growth could be:
· To directly address instability and reliance on hosts by expanding Super host and AirCover incentives.
·  Offering financial rewards for consistent positive feedback on host experiences and rentals motivate higher standards of cleanliness, communication and reliability.
· Expanding AirCover which would cover both hosts and guests reduces the perceived risks making hosting more attractive and lowering the risk of hosts withdrawing to go elsewhere. 

These measurements will improve overall service, quality and portray Airbnb as a professional supplier that is trustworthy. Continued investments in fraud detection will improve transparency around safety offering hots and guests' protection that they desire.  

· Expansion of Airbnb’s strongest advantage of unique property portfolios while being sensitive to surrounding areas housing market.

The investment in cabins, tiny homes and heritage stays can be promoted with experience driven travelling that hotels can’t replicate, with use of the platform to highlight this niche market it would take pressure off any regulatory restrictions that are or could be set in place.  

By implementing these recommendations Airbnb can increase their hosts loyalty and expanding their accommodation portfolio, while also providing transparency and protection to both hosts and consumers. Maintain positive relationships with regulatory officials by complying and avoiding city centres would reduce the possibility of extended regulatory pressures.
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Airbnb has shown that although their business model is based on a peer-2-peer model it is evident that popularity of E-Commerce businesses has adapted and evolved processes lending itself to multi-dimensional business model, which accommodates each entity to its individual needs and wants. It is evident that the evolution of Airbnb has reshaped the accommodation sector greater than ever was anticipated in the hospitality sector. Hotels argued that they served a different market although evidence suggests that the impact is largely based on location due to consumer preferences changes. Investment in digital infrastructures rather than assets due to the nature of the platform has offered low overheads compared large chains who have higher fixed costs. Airbnb's growth continues to be challenged by inconsistent quality and legal frameworks however, awareness into vulnerabilities is evident through programme such as AirCover they have still yet eliminated these persistent challenges.
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