


 Executive Summary

Airbnb faces a dynamic and evolving market landscape in 2025, necessitating strategic adaptations to maintain its competitive edge and drive growth. This report has critically evaluated the Airbnb business as an example of the sharing economy and has concluded that it needs to
make hosting easier. To do this it will provide better tools for the Host and it will be more proactive with advertising and encourage guests to become Hosts. 
It will promote single room rentals and offer enhanced safety strategies for solo travellers.
It will promote a closer community within the online hosts and encourage better pricing strategies by offering incentives for long term stays.
These strategies aim to address any market challenges facing Airbnb, it 
will allow the business to adapt to any new challenges it will face and 
strengthen its position in the hospitality industry.
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Introduction
This report will explore Airbnb as a business. It will examine the company’s position in the current business environment. Using recognised frameworks  it will look at the way the business functions and the things it does well, and perhaps what it needs to improve. It will finally suggest a way forward for the business to give it the best chance of continuing to hold its position in the current climate.
The business operates as a sharing economy.  A sharing economy can be described as a peer-to-peer (p2p) economic model, a method of renting goods and services rather than buying items (Mont et al., 2020).

 Research suggests this type of business is growing in popularity and is threating the traditional hospitality industry (Oskam & Boswijk, 2016). Digital platforms are used for customers to advertise and make bookings for accommodation. This type of transaction is known as a Peer-to-Peer economic model P2P (Peer-To-Peer (P2P) Economy Definition, 2019).
Airbnb was founded in August 2008 by Brian Chesky and Joe Gebbia. Chesky and Gebbia were friends and due to an instance where they couldn’t get funds to travel to a conference, they decided to let their loft space as accommodation to gain the money to fund their trip.
They immediately realised the potential of this idea and with the help of another friend, Nathan Blecharczyk, a programmer, the idea of Airbnb was born.
The Airbnb platform was going to connect people with extra space with those looking for somewhere to stay.(Scott, 2024)
This business quickly grew and in 2009, they were able to expand and offer whole flats, houses and other types of accommodation as well as experiences through their platforms. By Feb 2011 Airbnb had reached one million bookings, this enabled them to get further funding, and they expanded to the international market.

Airbnb – The business model

Airbnb’s business model is a two sided online marketplace. The business operates by a ‘host’ putting accommodation on the site, this is free for the host. The guest can explore different areas and different types of accommodation and is able to enrol for membership of Airbnb,  there is no charge for this. The host is then able to accept or deny the request. 
If accepted the guest can then connect with the host and make payment, this payment is inclusive of a service fee of 5- 20% depending on the total price of accommodation and length of stay. 
Airbnb also take a 3% transaction fee from the host as a commission payment for facilitating this service (France, 2024).
This business model means that Airbnb don’t have the large outlay to enable it to run its business but it also allows people to gain income in a way they  might never otherwise be able to generate, on accommodation they don’t use.
Molly Turner (2013), Global Head of Civic Partnerships at Airbnb, concurs and suggests that Airbnb’s business model is created for ‘people who can’t afford their own homes and need the extra money, so they rent out their unused rooms’.



Financial Landscape
[bookmark: _GoBack]Airbnb has shown an increase in revenue, year on year, except during the Pandemic where its revenue dropped from 4.8 billion dollars in 2019 to 3.3 billion dollars in 2020. The following year its revenue started to climb again and in 2021 the revenue figure was 5.9 billion dollars            (Curry, 2024).
Research suggests that in 2023 Airbnb revenue was 9.9 billion dollars which showed a 19.2% year on year increase (Curry, 2024).
 Airbnb reported a profit in its accounts for the first time in 2022 where it recorded a net income of 1893 billion dollars. In 2023 it increased this to 4791 billion dollars.
The bookings recorded for 2023 was 448 million, this was an increase of approximately 13.9% on the 2022 figure of 393 million bookings.
Curry, 2024 suggests that in 2023 there was 7.7 million listings on Airbnb, this again showed an increase of 1.1 million from the previous year. 
The number of employees grew from 4 in 2009 to over 500 in 2012 (Wu et al., 2012).
P2P Market Forces
Airbnb are currently second in the market share, with a percentage of approximately 29.57% of the market and a customer domain base of 24,995.
Its main competitors in on line bookings are TripAdvisor with 41.29% of the market and approximately 35,000 domains. Expedia with 6.24% of the market and 5.276 domains; and Cloudbeds with 5.81% of the market with a domain base of approximately 5ooo (6sense, 2024).
[bookmark: _Toc188426797][bookmark: _Toc188426891]Target Groups

To promote its business Airbnb have to determine its target groups. 
Tarver, 2024, suggests that Market segmentation allows companies to better understand their customer base, and so be able to market them. This is shown for Airbnb in the following chart :


Chart showing Market Segmentation for Airbnb
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This chart shows that the main target customers are 18- 45 year olds, possibly students or working and also the possibility of current hosts becoming guests and guests becoming hosts.
The main geographical demand is Europe followed by Asia Pacific and then North America. Their demands for cheaper costs, a variety of propositions and unique experiences are paramount in the strategy for appealing to this target group. The psychographic of these customers research suggests are easy going people who are seeking the novelty factor of new experiences. These points will need to be considered when planning a strategy for future business needs (Dudovskiy, 2019).
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Airbnb faces several challenges, including: 

· Any problems that a host could be experiencing.
Airbnb pride themselves on having excellent insurance to cover any mishaps that might be experienced by the host when people have stayed at the property.

· Likewise Airbnb could be faced with problems that the guest could have experienced.
This is why it encourages feedback so that there is transparency for both the host and the guest when providing or using the accommodation.

· The local councils could be faced with lack of housing and blame the use of property as Airbnb instead of selling to locals.
· The local hotels or guest houses could complain with the drop in business due to the Airbnb business.

· The Government could introduce new restrictions on letting which would have a marked impact on the Airbnb business.

· This business is very competitive and there are many other companies who could try and disrupt the business .

· The International market has very different rules to the United Kingdom and this could cause problems for Airbnb.
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Research suggests that to be able to assess the position of a company at any given time it can use strategic tools. There are many of these tools that can be used and they all have an useful purpose. They are the  ‘The Business Model Canvas’. This tool it suggests helps a business look at its business model and allows it to analyse the business model alongside its strategic business objectives .There are nine key titles in a business model canvas, they include, Key partnerships, key activities, value propositions, customer relations, customer segments, channels, cost structure and revenue streams. These titles allow the business to focus on each separately and then allows it to use the concluding answers to establish a good strategic plan for moving forward.(Danby, 2023). (Appendix 1).
Another strategic tool is the strategic formulation framework this tool allows the business to think ahead and perhaps plan for some eventualities that could disrupt the process going forward. A SWOT analysis can show the business where it needs to remedy some points and where it needs to take advantage of any opportunities that it discovers.
 
The strategic aims for Airbnb is to try and provide customer satisfaction and innovation through every sale they make.
They hope to do this by following their mission statement of wanting to ‘…create a world where anyone can belong anywhere’  and being true to their vision of ‘Belonging Anywhere’ (Pereira, 2023).

Research suggests that there are three main strategies that are current with Airbnb, they include :
Making hosting easier, more recognisable and part of everyday life.
They intend to do this by advertising more, and providing hosts with even more tools to make their job easier. They also have plans to encourage guests to become hosts after experiencing how easy it is themselves.
They also want to promote single room rental to emphasise the ‘Home from home’ policy they are trying to portray.
The next part of their ongoing strategy is to make the service they offer even better.
They intend to do this by firstly encouraging their hosts to work together and become an online community to help and support each other. They plan on employing more account managers, rental managers and support team members to help the whole online community and encourage the smooth running of the business.
It wants to promote better value pricing and hopes to do this by encouraging Hosts to offer incentives if they buy longer lets. It also wants to promote longer stays. 
Finally Airbnb wants to expand, and offer many of the initiatives it wanted to introduce pre- pandemic. This includes its sustainability programme to operate its business as a net zero company by 2030.
The goal will be to also reduce the corporate gas emissions by 2030 (Airbnb, 2022).

It wants to encourage its hosts to take pride in their business and offers a ‘Super host’ status to any host that goes above and beyond for their guests and so promote an excellent experience which the guest will want to repeat again. Airbnb now boasts a portfolio of one million Super hosts out of the four million hosts operating under the Airbnb banner, this is re visited on a three monthly basis and means the standards expected will always remain high (Airbnb, 2022).

Solo travellers are an important part of the strategic plans for Airbnb going forward. They plan to promote single booking rooms but also offer safety advice to travellers when booking these single or shared rooms as they recognise that there could be safety issues.
They therefore promote giving expert tips to stay safe when travelling alone, they offer an easy way to share their itinerary with whoever they request to be informed. They would also send prompts to the guest with relevant questions to ask the host before booking the accommodation
(Masson, 2023).

[bookmark: _Toc188426800][bookmark: _Toc188426894]Conclusion
This report has critically evaluated the business of Airbnb as an example of the sharing economy.
It has explored the business model of the company, the financial landscape, P2P market forces, the target customer groups, the problems faced by the business, its current strategies and its forward recommendations to ensure future growth.
To date this business has proven to keep ahead of the game with its continuous examining of the business and changing initiatives it demonstrates its need to keep its current position with the market leaders and shows it isn’t adverse to making any changes necessary to achieve this goal.

Recommendations for future growth

To enable Airbnb to keep ahead of this everchanging market it will continually need to adapt and change to be on trend.
It will need to encourage ‘long stay’ and offer incentives for guests to be attracted to the offer.
It will need to continually monitor its sustainability programme and even go further to promote this.
It will need to continually explore different experiences to keep the customers interest.
It will need to look to compliment travel, accommodation with experiences to offer an easy ‘get away’ package for customers.
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