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Executive Summary


This report will critically evaluate Airbnb as a business. It will look at Airbnb landscape and explore its current position in business. It will then look at the business model canvas and demonstrate how Airbnb fit in the competitive world. It will generally examine the Strategic Formulation framework and show how Airbnb uses these strategic tools to manage its customer relationships. It will finish with a conclusion and provide recommendations into how Airbnb can keep the position they currently hold in the business world and what they might look forward to introduce to keep that position.
































Introduction

This report will examine Airbnb as an example of the sharing economy.
The sharing economy can be defined as a way in which consumers can rent or borrow items in place of buying them. This is done by online platforms and helps to reduce waste and save money (Strandell, 2023).
Research suggests that this method of sharing, renting, lending or swapping has become hugely popular due to the increased use of online marketplaces and is also known as the ‘Peer to Peer online marketplace’ (P2P). It is different to the usual hospitality industry in that individual people can now lend, rent or swap items that they wouldn’t normally use (Wu et al.,2012).

Airbnb - Landscape

Airbnb is an online platform that allows people to rent out their apartments, spare rooms or houses to travellers seeking accommodation. This sharing economy introduces the guests to the hosts and allows them to perform a transaction of buying and letting on their digital platform (Dolnicar & Reinhold, 2021).
This business was founded by Brian Chesky, Joe Gebbia and Nathan Blecharczyk and they currently own the majority of shares. Sequoia Capital, Founders Fund and General Atlantic became shareholders in the early years and are still part of the business.
In 2020 they sold some shares on the open market which allowed public shareholders for the first time.
They have increased their business portfolio over the last few years to offer ‘Experiences’ which involve offering customers visits to popular attractions at a reduced price as part of the deal; and Airbnb Plus which offers premium accommodation for a higher price (Ramirez, 2023).

Airbnb business model offers free membership and free access to its users. It only imposes charges when either the host puts a property online for let or the guest choses a property and pays for the let. It provides excellent damage insurance which helps to keep its customer care image intact. Airbnb prides its success on good customer service and satisfaction and promotes its transparency by encouraging customers to leave reviews which can be read by anyone.

Airbnb has shown a 24% increase in revenue year on year, showing 8.3 billion dollars in revenue in 2022 (Alumit, 2023).
The profit figure for 2022 was 1.9 million dollars which was a dramatic increase from -352 million dollars in the year before.
Research states that in 2022 there were 393 million bookings made on Airbnb showing an increase of 31% on the 2021 figures (Alumit, 2023).
Research further suggests that the current market position of Airbnb are  2nd and that 24816 customers use their services. This equates to an overall 29.19% share of the market (Airbnb - Market Share, Competitor Insights in Reservation and Online Booking, n.d.).
The biggest competitors at this present time for Airbnb are TripAdvisor, Expedia and Booking.com.
Alumit, 2023, suggests that guest demand for Airbnb grew in 2022 with 1.4 billion cumulative guests using the service. The outlook for 2023 looks favourable with a strong backlog with longer lead times for bookings.
Long term stays improved with an increase of 40% from the previous year.
Qehaja et al., 2017, suggests that strategic tools are used by businesses to help review and plan their short and long term goals.
Airbnb uses strategic tools to monitor its progress and this helps with forward planning (Qehaja et al., 2017).

The Airbnb Business Model Canvas
The business model canvas is a strategic tool that companies can use to visualise the position of their company at any given time (Danby, 2023).
[bookmark: _GoBack]Research suggests that this is an excellent tool used by a business to organise, create and capture value. It was the inspiration of Alexander Osterwalder who, while working on his Ph.D for a business model ontology and supervised by Yves Pigneur, found that for a business to understand their business model this tool, using nine key topics allowed them to visualise the business as a map of how their organisation looked. It allowed them to use the model to look at improvements that could result in the growth of the business.

These nine key topics looked at key Partnership, key activities, value propositions, customer relations, customer segments, channels, cost structure and revenue streams.
There were clear benefits to using this strategic tool in that it was possible to visualise how the business was performing. It allowed stakeholders to work with each other by easily seeing the progression of the business in line with the plan. It proved to be a structured approach which allowed business models to be scrutinised and flexible enough to allow for any necessary adaptations required.
There was, like any good idea some disadvantages to using the tool, one being that it could be challenging to complete if a person had no experience in using it and no prior knowledge into what information each of the key topics required for completion. Another drawback was that it only gives titles and not actual protocol into how to action each point. Research also suggests that this tool relies on assumptions and not real life situations (Danby, 2023).

The following Business Model canvas looks at Airbnb, it shows the current position of the business at a glance and allows all stakeholders to see if any adaptations need to be made going forward.
Airbnb Business Model Canvas 
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Tourist boards

Travel Agency

Insurance providers

Payment processors

Customers
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Maintain online platform 
Improve online service
Improve marketing
Improve advertising
Invest in customer support
Invest in safety online
	 
	 Value Proposition

Offers an alternative choice of accommodation for travellers including rooms only or entire houses

Personalised experience.

Allows hosts to generate income. 
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Encourages
Long term relationships
	[image: /var/folders/p8/hy669yrn2rq_rb9cg13yxg1m0000gp/T/com.microsoft.Word/Content.MSO/F68F0A8F.tmp]Customer Segments 

Hosts - property owners  who want to rent out property or rooms.

Guests -
 travellers or individuals wanting to rent accommodation.

	
	[image: /var/folders/p8/hy669yrn2rq_rb9cg13yxg1m0000gp/T/com.microsoft.Word/Content.MSO/549AC275.tmp]Key   Resources 

Online Platform
User base customers
Payment processors
Insurance Providers
Technology infrastructure.
	
	
	             Channels 

Online platform connecting guests and hosts.

User friendly website for hosts to list their property and guests to book accommodation.




	

	Cost  Structure 
Platform Maintenance
Marketing
Maintenance
Customer Support
Legal Compliance
	
Revenue  Streams 
Charges hosts a percentage fee for booking
Charges guests a fee for booking online
Takes fees for referrals
Extra cost for Airbnb plus



 The Strategic Formulation Framework 
The Strategic Formulation Framework (SFF) is a tool formed by Fred David and used by business to develop a forward thinking mindset which allows them to look at strengths and weaknesses and so plan future strategies going forward (Gökhan et al., n.d.).

[image: ]David and David,2015.
The Strategy Formulation Analytical Framework


This framework examines the business strategy and allows the operator to have a clear position in which to forward plan with the aid of strategic tools. The SFF encourage businesses to develop a forward thinking mindset and also helps the business navigate any uncertainty and it also allows the business to make more strategic decisions.

The advantages of this framework is that it helps organisations look beyond the short time goals and encourages the forecast of long term strategies.
Another advantage is that it can identify new trends and allows the business to proactively adapt to these in a timely manner.
This framework challenges assumptions and allows the business to exercise strategic agility.
Finally it allows stakeholders to engage in the process so that all people involved can see the competitive position of the business.
The SFF aids strategic thinking by Evaluating external and internal  influences this is done at the input stage and uses the External factor Evaluation matrix (EFE) and the Internal Factor Evaluation Matrix (IFE). It also uses the Competitive profile matrix (CPM).
The next stage is the matching stage, where tools such as SWOT analysis, Internal-external matrix and Grand Strategy Matrix (GSM) are used.
A business can only produce a Grand Strategy Matrix by analysing the internal and external forces affecting the business. It is therefore necessary to use procedures such as a SWOT Analysis and Value Chain Analysis to determine the company’s internal forces and a PEST Analysis or Porters Five Forces to analyse the company’s external forces  before completing the GSM (Khan et al., 2015). Airbnb use these analytic tools to prepare the Grand Strategy Matrix.

Grand Strategy Matrix

Rapid Market Growth
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Slow Market Growth.                                   (Mohie Ismail, 2017).
  




Airbnb is positioned at the top of the rapid market growth in a strong competitive position. This is an excellent position to be in as it shows the expanding market shares and its continuous thirst to explore new markets have given the business the competitive edge on other business.
The second quadrant showing slow market growth but in a strong competitive position does not apply to Airbnb as it focuses on maintaining its market shares and explores opportunities for expansion. 
The third quadrant, rapid growth and weak competitive position does not apply to Airbnb as it uses disruptive technology and strategic alliances to keep its competitive edge. Finally the fourth quadrant slow market growth and a weak competitive position does not apply to Airbnb but should things take a turn for the worse then this position would suggest that strategies would need to be reassessed and a consideration to exit the market explored (Mohie Ismail, 2017).

Airbnb have a customer base of approximately 150 million worldwide users (Woodward, 2022). This is an excellent figure, but they know that to keep this momentum of customers they have to monitor their marketing initiatives to keep them current and be aware of any problems that might arise.
This is done by Customer Relationship Management (CRM).

CRM- Customer relationship management 

Binns, 2016, suggests that Airbnb need a system to record customer information. They need to record customers who have used the business before, they need to know the demographic of the customer and what systems they use.
This can be done using Customer Relationship Management (CRM).
This involves looking at customer service, marketing, processes and business reporting. There are tools that can be used to analyse key performance and make sure strategies are working. Research suggests that an acronym RACE is used to follow the customer journey and is a good performance indicator on that journey. This RACE framework was developed in 2010 by Dave Chaffey who found that businesses hadn’t got a well formed strategy and implementation plan for their digital marketing. By using this RACE framework it kept the information organised and so useful to the company.
Airbnb would use this CRM system as part of its digital marketing initiatives.

Key Performance Indicators

Reach – Have we reached our customers
Check through web traffic
Visible signs that the numbers are growing.

Act – Did customers follow the link 
Check subscribers
Check time on the site
Check downloads
Check figures of engagement

Convert – Did the customers buy
Check time it took to close the deal
Are they return visitors?

Engage – Database of customers
What is the revenue from repeat customers/
What is the unsubscribe rate?

Research suggests that companies can use data mining to gather information about customers. It allowed them to create better strategies to attract customers to the business, and allow better forecasting and better sales.
Data mining would look at analysing relationships such as age, gender and preferences then work out a strategy that would be attractive to that demographic.
Airbnb would use apps such as “Apps run the world”, to show which apps are associated with CRM, SCM and ERP. Airbnb used the ‘Twilio” CRM system to communicate with hosts, and hold data on customer experience, data management, customer support and digital advertising.

Supply Chain Management (SCM)

Supply chain Management defined as the process of handling the complete process of production of goods or services. It keeps supply and demand running smoothly and is necessary for maintaining economic stability in a business.

Chen et al.,2021, states that this supply chain management is becoming increasingly important in today’s hospitality business. It improves efficiency and allows the company to keep its guests satisfied.
Airbnb use supply chain management to find, and keep track of lodgings and services that hosts deliver.

Airbnb use the ‘Oracle cloud’ SCM for their business and allows them to 

Enterprise Resource Planning

Enterprise resource planning is a digital software package that allows a business to operate its ‘back office’ functions including accounting, human resources and procurement.

The advantage of this system is that it can collaborate and work faster and more efficiently.

Airbnb uses this system to conduct expenses management, payment processing and legal practice management.


Conclusion

This report aimed to critically examine Airbnb as an example of the sharing economy. It has explored Airbnb’s business model, it’s financial landscape and its P2P market forces. It has looked at its marketing strategies and identified problems that it could encounter in the future.
Airbnb is extremely productive at the moment and seems to be doing its upmost to keep the business operating in line with its mission statement . “To foster a sense of belonging and creating a world where anyone can feel at home, anywhere’.

Recommendations for future growth

Airbnb are on top of their game at the moment, but will need to keep assessing their competitive position if it wants to stay there. 
Technology is moving very fast and Artificial Intelligence is prominent in e-commerce. Airbnb are already utilising this tool to enable customers of all nationalities to use its platform by using AI to translate any language
(Tiernan, 2017).

Tiernan, 2017 further states that Airbnb will use AI in the future for Customer Services they will use it to help customer service agents in their Customer relationship  management, with the hope that the customer is not aware that AI is being used. This may not be the case in the future with the need to streamline and keep its business operating efficiently the use of AI may become more prominent. Airbnb will have to be careful that it doesn’t depersonalise its service by using AI.
Airbnb must be aware that their business model could be replicated therefore causing the threat of disruption. They need to ensure that they keep the established consumer trust that has given them the success they are experiencing now.
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