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Over the last decade the concept of travelling has been totally revolutionized, and the way it’s perceived by consumers has been altered forever. Although vague, the definition of travelling by (Cambridge, 2021) is “to go from one place to another”. Travelling is something us, as humans, do every day. From commuting to work, or seeing friends, we all travel! But this form of travelling has not been compromised by the remolding of the travel and tourism industry. Instead, the drastic changes are all towards the “Staycation” end of the spectrum. A staycation is a mixture of the words ‘stay’ and ‘vacation’. People who go on a staycation tend to stay local (or within their own country) to relax and enjoy leisure activities (Collins, 2021). So, what is this big shift in the travelling and tourism industry that everyone’s talking about? With the breakthrough in ecommerce platforms, there is one that stands out from the crowd. Founded in 2008 by Brian Chesky, Joe Gebbia and Nathan Blecharczyk in San Francisco (Wu, Lee & Reynard), Airbnb is now a Peer – to – Peer accommodation network used by millions worldwide! Similar to many inventions, the creators noticed an untapped market, and with this, offered the industry something they didn’t know they needed. This was something fresh, but simple, and very controversial. 


Airbnb’s Founded in 2008, at a time where many parts of the world were experiencing corporate scandal and economic downturn, Airbnb became a breath of fresh air for many worldwide. The platform was labeled trustworthy, and the transparency was what many were seeking at the time (Mackman, M. 2018) Having achieved massive momentum within the internal industry, together with leaving great impact on tech users and investors across the globe, Airbnb were definitely off to a flying start. Only thirteen years later, and the platform has now expanded so profound that it’s currently a staggering 30 Billion Dollar firm! 

Airbnb, like many businesses alike, functions on a digital platform. It’s immensely community – orientated (Marketing91) and has now reached 150 million users worldwide, functioning throughout 65,000 various cities. (Muchneeded, 2021). What Airbnb are really trying to achieve is to create a feeling of belonging and comfort for everyone across the world, regardless of who they are, or where they come from. The platform relies on two main components to ensure their revenue is created. The first being a user with a property with available space and willing to rent the vacant space out to anyone across the world, or in other words, the host. The second component being the user that’s in need of accommodation over a certain period of time…the guest.  The business model is designed so that Airbnb makes revenue from both sources. After offering users free advertising of their property on the Airbnb website, the platform will then charge the hosts a commission of 10% following every booking completed. The guests come off a little lighter, with a commission of 3% of the booking pocketed by Airbnb (Jungleworks). 

Airbnb have a lot to offer, it’s no wonder the platform is so popular with travelers around the world. Putting extra income for hosts aside, the platform offers so much more. All properties are insured, and the hosts as well as guests can be reviewed after every stay, thus giving users a relaxed and trusting approach towards conducting business via the digital platform. For the more adventurous traveler, the option of staying in an accommodation with the host is available, and the majority are willing to educate the guests on local history and maybe even a tour of the local area to see what it has to offer! The platform is available on both website and app, and, for users that find it difficult to adopt to digital business platforms such as Airbnb, they’ve even offered a support group to educate users and keep them up – to – date with the fast changing platform. They key partners are essential for the functioning of Airbnb. Apart from the hosts, and the guests, the business model is also based around the photographers, who are offered free of charge by Airbnb to take professional pictures of a property for their website. In addition to this, the payment processors and investors play a vital role in the success of the business. Being a part of the shared economy, also known as peer – to – peer economy, their business model is categorised as a commercial, or an economic model (Nath, T, 2020).  For such model, the launch of Airbnb was timed to perfection. Back in 2008, consumers were slowly realising how much easier it would be if things were shared, instead of bought individually. Not only was this easier for the consumer, but also contributing to the concept of green living and maintain a more self – sufficient and sustainable lifestyle. 

The BMC (business model canvas) for Airbnb can be seen here:
[image: Airbnb Business Model Canvas]
Picture retrieved from: https://innovationtactics.com/bundle-uber-airbnb-wework-case-studies/?product_id=66004 

The canvas includes everything Airbnb needs in order to function successfully, and importantly, sustainably. It includes factors such as key partners, value proposition and customer segments to name a few. Everything involved with the Airbnb business model is categorized under one of these headings, and is considered a great asset to the company. 
As expected, financially, Airbnb are functioning extremely well. Their gross profit from 2020 stands a 1.1 Billion Dollars (Craft, 2020). Craft also stated the net income of the business is 219.3 million dollars, with their gross profit margin at a staggering 83.1%. Their earnings before interest and tax (EBIT) are at 418.7 Million and their current enterprise value is at 113 Billion. The scale of these figures truly speak for themselves as far as a successful and well established platform goes. From the graph below, the figures for their revenue, net income and gross -  profit margin can be seen in detail. 
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Graph received from: Airbnb (ABNB) Stock / Share Price, Revenue and Financial Statements | Craft.co 

The balance sheet for Airbnb can be seen below, extracted from (Yahoofinance, 2021). Also available are the company’s stocks which fluctuate around the 179 – 180. 
[image: ]
Chart retrieved from: ABNB 178.66 -1.57 -0.87% : Airbnb, Inc. - Yahoo Finance 



Strategy

Airbnb is without a doubt one of the leading ecommerce platforms we see today. The initial simple idea has gone to revolutionise the travel and tourism industry. The growth we experience from the platform means that marketing is out of the question. The capacity of expansion we’ve historically experienced add defiantly will experience in the near future is the reason why Airbnb do not have to divert resources towards marketing campaigns. It really is a Cash - Cow if there ever was one! 
In recent years, the platform speaks for itself, but like most businesses, there was a solid strategy set in place to guide the business to the success we see today.  A prime example of the quick whited thinking from the team at Airbnb is when they used another ecommerce platform as leverage. “Craigslist” is an American classified advertisement website. Being of large scale themselves, Airbnb used this to their advantage and every time a advertisement for a property was made on Craigslist, an email would be sent out to the creator of the advertisement trying to entice him to rent his accommodation. Airbnb would send these emails out manually with no tech software in sight, this proved to be very time consuming, but worth it (Webprofits, 2020).  Airbnb have an advantage on their competition due to the flexibility they have over their room capacity due to being a platform – based business model (Roma, Panniello, & Lo Nigro, 2019). The management for Airbnb adopt a “Scale without mass” strategy as theories by (Brynjolfsson et al, 2008). 

A summary by (Roma et al, 2019) analysed the impact Airbnb has on the pricing strategy of the hotel industry. The results came back to prove that budget and luxury hotels have a different pricing response strategy to Airbnb. In comparison with hotels, the average rate for an overnight stay at an Airbnb is 24.5% percent less than an average stay at a hotel. (Dalir, S. Mahamadaminov, A & Olya, H. G. 2020. A controversial strategy practiced by Airbnb is the “seasonal tax strategy”. The shared accommodation industry is highly reliant on tourism and the drive for tourism is mostly seasonal.  The fluctuations in revenue can be caused by the natural seasons, and also by commercial and religious seasons.  (Costa et al, 2018) 

The Grand Strategy Matrix

The grand strategy matrix is made up of four different quadrants. The four different quadrants on the matrix determines the strategic position of a business. Quadrant one of the matrix is where companies with an excellent strategic position are placed. The second quadrant is designated for companies with a weak and competitive position within a fast growth market. Quadrant 3 consist of companies with a weak and competitive position within a slow growth market. Finally, the fourth quadrant is made up of strong and competitive companies that functions within a market that experiences slow growth (Toolshero). So where exactly does Airbnb appear on the grand strategy matrix? A research conducted by (Baking, C. Naz, N & Ofrecio, A. 2016), who were students at De La Salle University in Manilla, stated that Airbnb is better suited placed in quadrant 1, characterized by a fast market growth, and a strong competitive positon. The options available from this tool for Airbnb as a platform are high a chance of market development, strong market penetration, product development and concentric diversification. 

Airbnb distribute their resources across four different functional strategies. These functional strategies consist of Marketing, Operations/ IT, General Administrative and Finance. By concentrating on these four sectors of a business, Airbnb cover all aspects for conducting a successful and sustainable business. 

Tools and Systems

[bookmark: _GoBack]There are various tools and systems available that are compatible with the Airbnb platform. These can range from pricing strategies to marketing schemes. Many of these tools and systems are schooled on Airbnb online courses which offer full training and insights to how the most successful hosts manage their properties, and what tools and systems they use as leverage for their success. (Airbnbautomated, 2020) is a You Tube channel ran by a short – term rental expert. In addition to updates on the Airbnb community. The You Tube channel also offers courses and semniars for users to educate them on the dynamics of Airbnb and offer intuition regarding various tools and systems. According to (Rentalrecon, 2021), the best tool available for the pricing of Airbnb is (Wheelhouse, 2021). Some of the best channel management tools include IGMs, Yourporter, and SmartBnB. For ranking and research tools, they recommend AirDNA, Rankbreeze and Mashvisor. 

Challenges 

Although very successful, Airbnb is no exception in terms of facing challenges. The current pandemic has inevitably affected a number of industries leaving them to adapt to meet Government guidelines. Airbnb experienced a 25% employee cut from the beginning of the Pandemic around March 2021, leaving 2,000 of their employees out of work according to (Fortune Magazine, 2019). To ensure the impact on the rental platform was minimal, new protocols were implemented with regards to cleaning and hygiene. These were specially developed by U.S surgeon General Dr. Vivek Murthy. All the guidelines and expectations from the Government can be seen at (Gov.Uk 2021). 

A fresh guideline for rentals include the property being left a minimum of 72 hours between each tenant, resulting in the property to be empty for a longer period of time, and the number of sales to decrease. Travel analyst and advisor Henry Harteveldt (Harteveldt 2020) added, “no one is winning this battle, but the public perception is worse for home sharing than it is for hotels”.

Another issue Airbnb is facing is with regards to stricter laws on the period of time a host must live in their accommodation before being able to rent it out to the public. This law is a bid to reduce the amount of properties being bought solely for the purpose of being used as temporary rental accommodation. If successful, this rule should result in the property market becoming more relaxed, and the house prices in some communities to decrease to a more affordable figure due to less demand. 
 
Recommendations

As previously mentioned, Airbnb are facing some issues with property tycoons using the platform as a full time business. In addition to the new law, enforcing that tenants must live in their property for a certain length of time before being able to rent it out on Airbnb, an alternative way around this would be to regulate the scale of availability of the accommodation advertised on the platform. This could mean that hosts are only able to rent their property out for a number of days a year, ensuring users don’t take advantage of the platform. 

Conclusion

Airbnb is fast promptly becoming iconic within the shared economy and stands as a great example of a collaborative consumption platform as well as a successful ecommerce business model. It has revolutionized the travelling and tourism industry and has undoubtedly changed the way people will travel forever. Many believe that the reason of the success of the platform is down to timing, but it’s definitely more than that. The framework on which the business is built along with the BMC previously shown all results the sustainable, efficient outcome that is Airbnb. 
In order to stay at the top of their game, Airbnb relies on their strategy, short – term as well as long - term. Following a strict strategy gives them an edge on competition such as Hotels, and drives the business to success. Financially, Airbnb are one of the most successful ecommerce sites with figures still rising daily. The initial idea of the business model became so enticing for investors across the world that the financial success of the business today is based around the investments made to start the growth of the Airbnb community. After 13 years of business, Airbnb has grown significantly, and the various directions that the business could venture in over the next 13 years are unlimited!
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