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Introduction
This report aims to critically examine Airbnb as an example of the Sharing Economy. To do so initial research will take place to define what the Sharing Economy is, to then move forward towards Airbnb’s history and nature of operations. More up to date research will find Airbnb’s current situation and financial position, leading to challenges Airbnb face. Further examination with lead to the development of Airbnb’s business model canvas, what is it? Why is it needed? Airbnb’s value proposition, along with the benefits/limitations of this model concerning Airbnb. To delve further into Airbnb’s operations strategic formulation frameworks will be defined selecting the grand strategy matrix model to apply to Airbnb. Tools and Information systems will have a general investigation and definition applied towards Airbnb’s processes leading to benefits and limitations of these software’s. Thus, ending in a summary of all findings.
Airbnb Landscape
Sharing Economy
An economic model which goods and/or resources, commonly underutilised, are shared to make profits by individuals and groups. Physical assets become services. Growth from advances in big data and online platforms. Since 2010, investors have put $23 million towards venture capital funding to start-ups that use a share-based business model. It is hard to pinpoint the scale of the sharing economy as most companies that are share-based operate privately. Peer-to-peer is used also possible is business-to-business (Corporate Finance Institute, 2022).
Possible impacts of this economy is the transport sector; example uber. Ride-sharing service alternative to public transport. Much better experience for buyers. Consumer goods: Important factors for consumers are convenience, affordability, efficiency, example eBay. Purchase and sell, used or new units via their interface, as well as shipping goods directly. Personal and Professional services; Known as freelancing work characterised by skills, special knowledge, experience, and training. More popular to short-term work leading into the trending gig economy (Corporate Finance Institute, 2022).
High concerns of whether traditional industries are threatened or complimented by the sharing economy. Especially with Airbnb being one of the first major players to dramatically alter the accommodation sector with home-sharing a new competitive angle on the traditional hospitality methods (Netsiporuk, R., 2016).
History of Business
[image: ]2007 Brain Chesky and Joe Gebbia were due to travel for a conference so rented part of their loft to cover cost. Realisation occurred when growth of this service could “change the way people think about travel.” 2008 the business was founded along with Nathan Blecharczyk (programmer). 2009 Airbnb joined Y Combinators Incubator Programme and expanded from shared spaces to whole houses, apartments, and other types of places (Wu, S., Lee, F., Reynard, J., 2012).
Nature of Business
A Community Marketplace which allows hosts to rent out their assets and consumers to book these directly through Airbnb’s online platform (Scholdan, L., Straaten, N., 2015). Membership is free with no cost to host listings. Offers are attractive and cost-saving. Alternative to traditional methods of hotels and bookings. When consumers choose a listing, they are then guided towards membership of the service to acquire; host contact information and “payment information for a request.” When transaction has been accepted by the host, and consumer has checked in, the credit goes through “with 6-12% transaction fee from Airbnb” (Airbnb, 2022).
Current and Financial Situation
Valuation of $110 billion. Average host earns $9,600 annually. 900 million consumers have booked stays. 4 million hosts have listings available. 5.6 million global listings, 100,000 cities, 200,000 countries and regions. Since being founded 150 million worldwide users have booked 800 million stays. 6 consumers check into a listing every second. Average nightly rent is $185.00 and average stay is 4.3 nights (iProperty Management, 2021).
Currently has had $120 million venture funding. Airbnb’s growth has mainly been due to marketing/infrastructure investment. Airbnb used “the Google Display Network” to advertise to new potential customers “as an entirely new way to travel the world.” Referring to the reason Airbnb was founded firstly. This investment drove “120% increase in branded searches” and influenced “number of nights booked” to 2 million from 800,000 in 2009 to nearly $45 million in 2012, showing a growth rate of 275% over 3 years (Wu, S., Lee, F., Reynard, J., 2012).
Challenges
Competitors: Wimdu, Roomorama, 9flats, Couchsurfing.org, developing a sustainable advantage, establishing consumer trust, safety and security, legality issues (Steve Wu, 2012). Accuracy of rating (LI, Luqi, TABARI, Saloomeh, 2019). Local regulations, permits and licensing, zoning, rent control and rent stabilisation laws, contractual limitations in leases, condominium and co-op rules, tax free rentals, tax implications for rentals of more than 14 days annually, state and local taxes (Mynarska, A., 2016).
Business Model Canvas
It provides a common shared language for businesses to understand, describe, visualise, assess and change. How a company “creates, delivers and captures value” (Business Model Inc, 2022). Depicted below is Airbnb’s Business Model Canvas.
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Airbnb’s Business Model Canvas consists of 9 building blocks to help further the strategic direction. 
Customer Segments
This block looks for the segments that bring most revenue for Airbnb this is individual hosts and consumers as well as the combined when relating to events/rentals (Business Model Inc, 2022). Airbnb being part of the sharing economy shows that their hosts location and accommodation is important as well as the guests interest as this relates to Airbnb’s values.
Value Proposition
“Cost is the thing that you pay, Value is the thing that you get.” Warren Buffet (Panchal, M., 2022).
What are Airbnb’s values? The products and services that they provide. For consumers the top three are ratings, experience, and lower cost. For hosts its booking management, the ease/secure payment methods as well as creating an income from wasted areas (Business Model Inc, 2022). To further investigate this block it was found that Airbnb’s core values are; travellers stay in a more homely setting when in a foreign place, listings tend to be cheaper when compared to more traditional accommodations like hotels, “can experience the local life of a place,” Airbnb provides more variety that travellers can browse through on the online platform, hosts can profit from underutilised assets (creates opportunity that otherwise wouldn’t have been accessible), Airbnb provides insurance to those listed and those who stay, hosts have the opportunity to accept or reject travellers (Panchal, M., 2022). It was also found that renting accommodation through Airbnb is cheaper than a hotel. “The average saving is 49.4%” customers tend to choose Airbnb over other more traditional processes “because of the hosts’ fixed costs of rent and utilities, together with minimal labor costs and the untaxed extra income gained from the letting” (Li., Luqi., TABARI., Saloomeh., 2019, Oskam, J., Boswijk, A., 2016).
Revenue Streams/Analysis
These are easily defined for Airbnb on the business model canvas. This is a section that should have regular analysis to keep competitive advantage but also must work to benefit the company not to hinder it.
Channels
The mediums that Airbnb use to communicate with their customers and to deliver their values is through marketing relevant content that upholds their missions, goals, and statements. Digital advertisement along with help from trending influencers that review stays (Business Model Inc, 2022).
Customer Relationships
More thorough investigation needs to be done to discover maintenance of the customer relationship. As Airbnb is leading in this field there are no tips/tricks or systems developed yet to maintain this type of relationship. Airbnb also regularly manages its image this is to keep up to date and current with its consumers, to stay on top of the market (Business Model Inc, 2022).
Key Activities
These are the day-to-day operations of Airbnb through their platform they can engage with a large audience, it analyses this data to enhance the platform. Airbnb consistently tries to improve and uphold its value proposition and evaluates effective networks.
Key Resources
These are the people, knowledge, means, and money needed to run Airbnb. These are the Airbnb brand itself, the listings available on the platform, data analytics to keep the company moving forward as well as the content is user generated (Business Model Inc, 2022).
Key Partners/Features
These are those who Airbnb can’t do business without. All are identifiable through the business model canvas (Business Model Inc, 2022).
Cost Structure
This block helps to identify the top costs that run throughout Airbnb’s business. To help identify other high costs a separate analysis could be performed to identify these and to also help manage and control costs occurring in the future.
Strategic Formulation Framework - Grand Strategy Matrix
First mentioned by DiMaggio (1980) is a tool that can access/filter highly relevant information to develop solutions/plans to aid decisions when thinking of a business’s strategic direction/growth potential. The use of grand implies this on a corporate level. It helps a company to organise themselves to reach long-term objectives. By creating options, the business can choose which plan is best situated to reach ultimate potential of future objectives. The major use of this kind of matrix is to help an organisation evaluate their strengths and weaknesses and where they are situated in the market (coaching-online, 2022).
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Airbnb has a strong competitive position being on of the first companies to excel in this rapid growth trade. Airbnb should keep utilising this position of power in the market to forward their growth rate.
Airbnb is situated here as it is operating in a fast growth market environment. The sharing economy is a recently new trending option for companies with Airbnb being one of the leading companies and consumers are always changing values. It shows that Airbnb has strong competitive position. Airbnb focused a lot of their investment into infrastructure, and it paid off for how highly recognised they are in the Grand Strategy Matrix. However, it must be noted that this type of matrix should be applied regularly to keep Airbnb up to date with their market position. Just because they are positioned here now, 6 months’ time the market could have changed with new companies developing and current competitors improving their own objectives/strategies and procedures to compete with the likes of Airbnb.
The benefits of completing a Grand Strategy Matrix is that it provides Airbnb with a birds-eye view of the organisations life cycle. Each quadrant can relate to Airbnb’s operations but only one position can be chosen overall. The limitations of using this tool for Airbnb is that confusion could occur around the use of a grand matrix. The grand matrix is “determined by the companies situation” whilst other matrixes quadrants correspond to strategy developing new units or improving existing ones. As Airbnb is a platform that connections people to people to use services it provides those people with a platform service to access a product, Airbnb do not sell/create their own product, they create a place for people to demand a product/service (Welp Magazine, 2021).
Tools/Information Systems
These are used within a business to aid in “processes, operations, intelligence, and IT” by moving data and managing information (Marker, A., 2021).
SCM
Airbnb uses Supply Chain Management tool to aid its running as it is an online platform which gathers information from hosts that then become suppliers on the platform. This tool is used based on its concept that in Airbnb’s case the product/service has been accessible by the consumer by a collaborative effort of multiple organisations thus this creates a supply chain and Airbnb manage these operations. They are allied through physical/information flows (Henfield, R., 2021).
ERP
Enterprise Resource Planning is a type of software companies use to manage day-to-day business activities. These could include supply chain operators, compliance, project/risk management, procurement, and accounting. It enables the flow of data from multiple sources. This software is used within Airbnb to capture information regarding the market and trends to pass onto the hosts (Oracle, 2022).
CRM
Customer Relationship Management “gathers customers interactions across all channels in one place.” By doing so this data can be used to improve one’s service, satisfaction, retention, and overall experience (Sirk, C., 2022).
Conclusion
Airbnb operates as part of the sharing economy, an economic model which resources are shared through collaborative efforts to make profits by individuals as well as groups. Founded in 2008 to change consumer ideology in relation to travel. Airbnb does this by allowing hosts to rent out an asset thus creating a service which is all regulated through Airbnb’s online platform. Airbnb’s current valuation is $110 billion with a growth rate of 275% over 3 years. Airbnb does endure challenges whether this be from competitors, laws and legislations, consumer trust, safety, and security. To help define Airbnb’s value proposition a business model canvas was applied using 9 building blocks, that showed how Airbnb created, captured, and delivered their value, and that overall Airbnb tended to be the cheaper one when compared to a hotel accommodation. This led onto applying a grand strategy matrix a type of strategic formulation framework to identify Airbnb’s market position. Airbnb was situated between Rapid Market Growth and Strong Competitive Position this shows that Airbnb is exceling in its field and have a competitive advantage. Advancing from this a brief investigated was conducted to Airbnb’s Tools and Information Systems which aid processes, intelligence, IT, and operations. It was found that Airbnb use Supply Chain Management, Enterprise Resource Planning and Customer Relationship Management.
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