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INTRODUCTION
This report aims to assess Airbnb's business model, present the company's financial landscape and the characteristics of the P2P business. The report will present Airbnb’s problem and strategy, analyse the company's current situation as well as the challenges and recommendations for further development of the company. Researchers' theories will be used in the report. The report aims to present the current situation of the company, to show how the company has changed since the beginning of its existence and how it currently operates. Additionally, the report will present how technology was able to make Airbnb grow on a global scale, even though Airbnb does not own any properties.
AIRBNB

Airbnb was founded in 2007 by Joe Gebbia and Brian Chesky, in San Francisco, California, USA. Its founders came up with the idea of renting a room with breakfast, which was caused by too high apartment rents. Airbnb was created around the time of the GFC, or Great Recession. Nathan Blecharczyk joined the venture in February 2008. The company's founders created a website, which was launched on August 11, 2008. The beginnings of the company had very good prospects. There were immediately people willing to test the new, unusual form of accommodation. However, there was a scaling problem because there were many people willing to rent, but not enough people offering their premises for rent. After a few months, the entire venture began to make losses and traffic on the website stopped.
The biggest change occurred when breakfasts were abandoned and the focus was only on overnight stays. Therefore, Air bed & breakfast became Airbnb. The changes turned out to be profitable for the company. Profits hovered around $1,000 a week. This success caught the attention of Greg McAdoo of the Sequoia fund, which had previously invested in Google and Apple. With Sequoia's $585,000 investment, Airbnb quickly grew to $2.4 million in value. This moment was a breakthrough. For the first time, a large investment fund noticed the investment potential in this idea.
By 2011, Airbnb had become a hit, present in over 89 countries, with one million nights booked. The key to Airbnb's success was its ability to create a sense of community among its users. The second important factor that contributed to Airbnb's success was the use of technology. Successful marketing was also an important element of the project's success. The company used social media to build a following and also leveraged partnerships with popular travel bloggers and influencers to spread the word about the platform. All these factors combined were able to turn a great idea into a fantastic business model. Over the last 14 years, Airbnb has become a serious competitor to even the largest hotel chains and online travel agencies. As of December 2021, they had approximately 6 million active offers in over 100,000 cities in approximately 220 countries. Over 4 million hosts, over $150 billion generated for hosts as a result of over 1 billion guest arrivals in history and 13.8 thousand dollars earned by a typical US host in 2021. It is also believed that, driven by the growth of Airbnb, it will grow from $14 billion recorded in 2014 to a forecasted $335 billion by 2025. Currently, Airbnb in the world of casual rentals is only behind Booking.com.
How Airbnb's scale grew
[image: ]
https://www.cbinsights.com/research/airbnb




 
[bookmark: _Hlk155979136]MAIN SECTIONS
AIRBNB LANDSCAPE

Airbnb is a peer-to-peer accommodation network. These types of networks are often referred to as part of the sharing economy. As an intermediary between hosts and travellers, Airbnb provides a recognized marketplace where both hosts and travellers can safely exchange goods and services. In a peer-to-peer model, an in-depth review system adds value to potential hosts and guests looking to meet their accommodation needs. What are called platforms in the literature exist in various industries, especially in big data-based companies. These are data obtained from social media, smart meters, meters and measurement units, and weather sensors. Big data facilitates network management can be the basis for many systems such as predictive analytics, demand management, downtime detection, resource management and theft detection. The functional purpose of big data is to construct intelligent data-based applications on their basis, which ultimately leads to the acquisition of new knowledge by combining domain knowledge and algorithmic analytical processes. The use of cloud computing also plays a key role in creating business relationships. Cloud and cloud computing are shared pools of configurable computer system resources and services that can be made available via cable, telephone, satellite or the Internet. Cloud computing is a method of distributed computing combined with a service-oriented architecture. Nowadays, platforms can be found in almost every industry, e.g. transaction platforms such as Airbnb. In 2017, Airbnb released its official API. Airbnb's API integration tools give website developers deep access to their Airbnb dashboard, data, and listings.



Airbnb vs Competitors: Market Share
[image: ]
https://www.businessofapps.com/data/airbnb-statistics/

BUSINESS MODEL CANVAS
 According to A. Osterwalder and Y. Pigneur, the Canvas Business Model concerns four basic areas of business activity, i.e. customers, offers, infrastructures and the appropriate financial position. The model consists of nine basic elements that fit into the logic of the revenue generation process: customer segment, proposition values, channels, customer relationships, revenue streams, key resources, key activities, key partnerships and cost structures. Business model canvases focus on the approach to the customer, and only secondarily on the entrepreneur and the organisation they use. This supports creativity and innovative attitudes towards more innovative business models. Business Model Canvas is an innovative tool for strategy management and entrepreneurship. It plays a key role in helping new companies implement their strategies. A business model is like a strategy plan, but it is not a strategy that is to be implemented through organisational structures, processes and systems.
The key parties to the platform for Airbnb are guests and hosts. Airbnb offers guests unique stays and experiences at lower prices than hotels. Guest Value Proposition: Guests have enormous choice and variety because each guest has individual needs. Premises for rent on the Airbnb platform are cheaper compared to hotels. The value proposition for hosts is primarily revenue generation, allowing hosts to earn additional income. Airbnb's key partners are hosts who are on the supply side and help deliver the value proposition to the demand side, i.e. guests. Airbnb partners with many technology companies on non-competitive elements of their technology. Many of them are technology providers in the tourism industry. They are used to list hotels on Airbnb and manage reservations such as availability and prices. They are not exclusive to Airbnb. The same platforms are used by other online travel agencies (e.g. Booking.com) for the same purposes.
Key activities: Airbnb distinguishes three types of key activities, which include: operational consistency, further development of the host and guest base, as well as improving existing value propositions and developing completely new ones. This is undoubtedly a great challenge for Airbnb.
Increasing network effects: The more hosts that join, the more inventory and choices guests have to choose from. This also applies to stays and attractions. Airbnb is adding new listing tiers under Airbnb Plus and Luxe.
Achieving and maintaining consistency: Hotels can achieve consistency because most of the factors that determine consistency are within their control. With Airbnb connecting two strangers, that's not the case. As Airbnb grows its user base, it needs to make sure hosts are providing good value for the price they charge. They have several layers of requirements and guidelines. Network effects are often referred to as the competitive advantage of platform companies. Growing the platform's user base is an important way to further improve network effects and value propositions. The most important asset of a platform's business model is its network effects, which need to be built and nurtured.
Tenant’s perspective of the business model canvas:
[image: ]
Host’s perspective of the business model canvas:
[image: ]
https://medium.com/@barbate.sagar/airbnb-business-model-and-value-proposition-canvas-e90e4015dfd2
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One of the models of the strategic management process is the Fred David model. According to Fred David's strategic model, the strategic management process consists of three stages, namely strategy formulation, strategy implementation and strategy evaluation. Strategy formulation is the process of using available knowledge to document the company's intended direction and possible steps to achieve its goals. This process is used to allocate resources, set priorities, align across the organisation, and validate business goals.
Strategy formulation techniques can be integrated into a decision-making framework that helps strategists generate viable alternatives, evaluate them, and select a specific course of action. Strategies can be identified, evaluated and selected through a framework that includes three stages: 1. input stage, summarises the basic inputs needed to formulate the strategy, in the case of Airbnb it was a way to combat high apartment rent; 2. the matching stage focuses on generating feasible alternative strategies by adapting key external strategies and internal factors. In this stage, an excellent tool for Airbnb is certainly a SWOT analysis, which perfectly allows you to assess all strengths, weaknesses, threats and opportunities. This analysis is very useful for fighting the competition. Thanks to its perfectly defined goals over the last 14 years, Airbnb has become a serious competitor even to the largest hotel chains and online travel agencies. The 3rd decision-making stage includes a single technique – the quantitative strategic planning matrix (QSPM). QSPM uses the input from Stage 1 to objectively evaluate the viable alternative strategy identified in Stage 2 (David,2007).

	[bookmark: _Hlk155262986]-11/08/2008 official launch of the website
-Adapting to customer needs, company growth and fighting the competition.
-Strong market position
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Grand Strategy Matrix 
The Grand Strategy Matrix has become a powerful tool for developing alternative strategies. The model is based on two dimensions plotted along the vertical and horizontal axes; the vertical axis represents market growth, ranging from slow to fast growth. The horizontal axis represents the organisation's competitive position, which can range from weak to very strong.
Airbnb is in Quadrant 1, which means it has a strong competitive position and rapid market growth. The proof of this is that in just four years since the company was founded, Airbnb had become a hit, present in over 89 countries, with one million nights booked. Companies that fall into this quadrant have a strong strategic position and can perform well by pursuing strategies such as market penetration and market development.
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Airbnb position in grand strategy matrix
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ENTERPRISE RESOURCE PLANNING 
An ERP system has been defined as a software package that enables the sharing of business information stored in a common database among target business units throughout the organisation. The purpose of an ERP system is to organise, encode and standardise information or data and business processes. An ERP system has become a key element of organisations around the world, giving an advantage over the competition. The ERP system is an integrated management support software that increases business efficiency thanks to functions such as integration of financial information. If each of the company's departments uses independent financial systems that record expenses and revenues, reconciliation and integration of data on a company scale means a waste of employees' time who could be engaged in other tasks that are more effective from the business point of view. Another function that increases business efficiency is the possibility to review information about the company's customers. Most ERP systems include a CRM application to track customer interactions. Airbnb use Workday as their ERP system of choice. Workday ERP is a true cloud, unified SaaS software system for finance, human capital management (HCM), planning, professional services automation, project management, analytics and business intelligence. ERP is enterprise resource management used for business processes and data transformation across the enterprise.
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TOOLS/SYSTEMS
SUPPLY CHAIN MANAGEMENT
Activities in the supply chain include procurement, product life cycle management, inventory planning and maintenance of enterprise assets and production lines, logistics including transport and fleet management, and order management. SCM can also extend to activities related to global trade, such as managing global suppliers and international production processes.
Supply chain management is becoming increasingly important in the evolving, competitive hospitality industry (Chen et al., 2021). Planning in SCM involves several different activities. The first step for businesses is to define an operational strategy. In this phase, Airbnb defines in great detail how it will operate (Barron et al., 2019). This includes everything from resource distribution to inventory control and demand forecasts. Airbnb uses data analytics and computers to provide accurate demand predictions and fine-tune pricing.
In the search aspect of supply chain management, the process of sourcing materials and parts is planned and coordinated. In this case, Airbnb relies on homeowners and associates to provide accommodations and other services to its guests. They find and screen potential hosts and collaborators, agree and finalise contracts, and ensure they meet Airbnb's quality standards.
Airbnb conducts its activities, which include accepting reservations, processing payments, and supervising the maintenance of accommodations and services (Roussat et al., 2023). The website serves as a meeting and exchange place for hosts and guests. Airbnb handles everything from guest authentication and payment settlement to host-guest interactions.
Any action taken after the consumer's inquiry and before the delivery is completed is part of the delivery phase. Airbnb receive the accommodations and services they requested (Roussat et al., 2023). The organisation offers various services such as maintenance and cleanliness, key supervision and area suggestions to ensure guests enjoy their stay. Airbnb also collects and analyses guest reviews, to ensure high quality of services. Airbnb selected Oracle Cloud SCM for supply chain management, replacing legacy applications and integrating with existing systems. Oracle SCM Cloud is a cloud-based application that is part of the Oracle ERP Cloud suite. It is designed to unify end-to-end business processes and provides a range of supply chain management capabilities, including planning, procurement, production and logistics.
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CUSTOMER RELATIONSHIP MANAGEMENT
Customer relationship management (CRM) is a strategy used by companies to manage interactions with customers and potential customers. CRM helps organisations streamline processes, build customer relationships, increase sales, improve customer service and increase profitability. CRM monitors what customers have to say. Airbnb enables constant communication with consumers, both guests and hosts. Airbnb uses Twilio to communicate with hosts. There are 3 main types of CRM software: operational CRM systems, collaborative CRM systems, and analytical CRM systems. The goal of CRM is generally to create a better customer experience and, in turn, increase sales. If organisations focus on their relationships, they will be well on their way to achieving their goals.
Airbnb focuses on a holistic approach to customer loyalty. It uses multi-channel engagement. They support and nurture interactions across multiple channels – social media, review sites, forums or blogs. This flexibility allows them to connect with customers in a way that suits their preferences, building more authentic relationships. They also deliver value across all touchpoints. Airbnb delivers a positive experience, regardless of your chosen engagement channel. By tailoring their approach to individual needs, they demonstrate their commitment to customer satisfaction, gaining trust and loyalty. Airbnb measures customer attitudes and mood changes, gaining invaluable information about how customers perceive the company's brand. Understanding this helps them adapt their strategies to create more meaningful connections. Airbnb places an emphasis on building a sense of community around its brand. By facilitating customer interactions and encouraging user-generated content, they create shared experiences that go beyond mere transactions. This authentic bond further strengthens customer loyalty.

Room Type
[image: ]67.4%
entire homes/apartments
1,722 (67.4%)
entire home/apartments
817 (32.0%)
private rooms
4 (0.2%)
shared rooms
13 (0.5%)
hotel rooms
Airbnb hosts can list entire homes/apartments, private, shared rooms, and more recently hotel rooms.

Depending on the room type and activity, a residential airbnb listing could be more like a hotel, disruptive for neighbours, taking away housing, and illegal.

http://insideairbnb.com/bristol/
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CONCLUSION
Airbnb has a very strong position on the market. A thorough analysis of the platform's operation is a huge challenge. Airbnb is a well-developed modern platform that enables guests to stay in different places for a short period of time, and for hosts to earn income. It is a company that operates well on the global market, allowing the global community to travel around the world. Airbnb secures its customers' data and strives to ensure that all users are safe on the platform, although risks always exist. That's why Airbnb strives to protect them by using the latest security features. From cottages, through locks, to cooking classes. Guests have a wide range of choices, browsing through millions of offers to find those that suit the guest's travel style. Airbnb is a platform known all over the world and easy to use. Potential customers can easily and quickly choose their travel destination, and thanks to innovation and technological development, the Airbnb platform is a safe platform for both guests and hosts. A recommendation for Airbnb may be to further improve its platform and check hosts' offers more thoroughly, because despite many safeguards and the efficient operation of the platforms, hosts and guests are not entirely honest with each other. The challenge for Airbnb is certainly building trust among guests and the host, because it is thanks to them, the platform can exist at all.
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