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This report seeks to critically examine Airbnb as an example of the sharing economy. To accomplish this examination the report will be split into four key sections. Airbnb Landscape, which aims to capture current information regarding the nature of business including the current situation, financial position, and market challenges. The Business model canvas (BMC), This tool will be used to aid with the examination of the Airbnb business model. The Grand strategy matrix (GSR), another business tool used to analyse competitive position and market growth. Finally, Systems and tools. Examining how Airbnb make use of tools such as supply chain management (SCM), Enterprise resource management (ERM) and Customer relationship Management (CRM). 
Airbnb is an online marketplace that connects people who wish to rent out their space with people seeking accommodation. Commonly used by travellers and tourists, Airbnb offers an alternative to traditional hotel accommodation. Airbnb hosts offer one of a kind stays and unique experiences that make it possible for guests to experience the world in a more authentic, connected way. (“About us”, 2021) Rentals opportunities on Airbnb consist of anything form one room in a host own home to a whole private island. 
Airbnb was founded in 2008 by Brian Chesky, Nathan Blecharczyk and Joe Gebbia. As of September 30th, 2020, Airbnb has over 5.6 million active listings in 100,000 cities over 220 countries and regions worldwide. (“About us”, 2021) Airbnb’s platform aims to connect peers, allowing hosts and guests to benefit from shared use of space. 
The Sharing economy has been defined as “a platform that allows groups and individuals to make money from underused resources” (LI & Tabari, 2019) Schor (2014) states that sharing economy activities fall into four broad categories: recirculation of goods, increased utilization of durable assets, exchange of services, and sharing of productive assets. The sharing economy, commonly known as the peer-to-peer economy or collaborative consumption has become increasing popular over the last decade as consumers often prefer access over ownership. This take on the sharing economy perfectly describes Airbnb’s business. Airbnb offer a platform which allows peers to connect and share or rent under used assets. 
Financial landscape
[bookmark: _Hlk66043903]Wu, Lee & Reynard (2012) states that Airbnb have secured $120 million in venture funding and attributed the most of their growth to marketing and infrastructure. driving a 120% increase in branded searches and increasing the number of nights booked from 800,000 to 2 million. Additionally, Airbnb managed to grow its revenue from $850,000 in 2009 to nearly $45 million in 2012, translating to a 3-year compounded growth rate of 275%. Sales numbers rose similarly, from merely 365 bookings in 2008 to 15.8 million in 2012.
Eight years later in 2020, Airbnb went on to secure a $1 billion investment from silver lake and sixth street partners. (Franklin, 2020) Securing this investment Airbnb planned to invest the money into attracting more hosts and encouraging more homeowners to list properties for rent on the platform. 
As of September 2020, Airbnb’s all time guest arrivals stand at over 800 million, (About us, 2020) A significant rise from 15.8 million seen in 2012. Hosts all time combined earning on through Airbnb stands at over $110 billion. (About us, 2021) and Airbnb’s revenue in 2020 reached $2.52 billion. (Lock, 2020) Airbnb’s financial landscape is unmatched by any of its competitors in the hotel/ accommodation rental industry. 
Wu, Lee & Reynard (2012) identified the challenges Airbnb faces as establishing consumer trust and legality issues. As Airbnb operate in a sharing economy, they individuals to each other rather than connect individuals to businesses. Building trust with both hosts and guests is vital to enable growth of the business. While Airbnb has insurance policies in place to address issues of vandalism, theft, or violence, the true cost of these incidents lie with the potential damage to Airbnb’s reputation. Secondly, Airbnb operates in domestic and international markets. Operating in over 200 countries and territories means the company need to be well informed of differences in laws between each county. Airbnb must be cautious of its expansion to minimize the risks of lawsuits and increased pressure from the hotel industry. 
Business Model Canvas (BMC)
The BMC developed by Alexander Osterwalder, is a strategic management tool used for developing or documenting business models. The BMC is an efficient tool to analyse business models because of its visualisation and structured format. The BMC provides valuable insight into infrastructure, customers, offering and finance through analysis of nine basic components of a business model. (Ching & Fauvel, 2013) 
Spanz (2012) Describes the BMC as tool to develop, question and visualise business models in brainstorming. He identifies the tools positive features as simplicity, because of the visualisation and structed format it is presented in. Also, he mentions a ‘plug and play’ principle, where the BCM helps to bring participants to the same page, to talk about the same idea. 
Kraaijenbrink (2012) criticised the BMC stating that it excluded strategic purpose, stating that the BMC suggests that financial success is the sole motivation behind entrepreneurs. Secondly, Kraaijenbrink states that the BMC is limited because it excluded a notion of competition, believing that competition is a crucial part of all business models, therefor use of this tool limits the analysis. 
The Business Model Canvas
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Partners

· Hosts 
· Investors
· Insurance companies
· Professional photographer services 
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Activities

· Platform development
· Sales/marketing
· Managing behaviour and risks
· Maintain customer service
	Value  
Proposition

For Host:
· Simple & Secure
· Extra money
· Control
· Professional service
· Communication

For Guest:

· Save money
· Easy to browse and book
· Unique experience
· Safe
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Relationships

· Self-serve platform
· Personalised recommendations
· Customer service support
	[image: ]Customer Segments
· Hosts
· Guests
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Resources
· Airbnb platform & app
· Employees
· All properties listed on platform 
	
	
	Channels

· Airbnb website & app
· Platforms like content marketing, media coverage, digital ad campaigns
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Structure
· Platform development
· Infrastructure cost
· Sales and marketing
· Salaries
· Development and Maintenance 
· Insurance 
· Legal & Administrative
	[image: ]Revenue Streams
· Hosts fee 3%-5%
· Guests fee 0-20%




Upon analysing the BMC, it is easier to understand what the value propositions that Airbnb offer include. Airbnb creates opportunity for hosts to advertise their space and turn it into extra cash. With this opportunity hosts can earn up to 90% of the total rental value after Airbnb deducts their fees, usually around 3% - 14% (Airbnb, 2021) Additionally, Airbnb provides insurance for listings on its platform.  Insurance provided via Airbnb commonly includes, cover for accidental bodily injury, damage to property and damage to common areas.  (Airbnb, 2021).   
The value proposition offered to guests includes cheaper accommodation rates. Guests can access the platform to connect with hosts to find better rates which are more specific to their needs. A study carried out by Priceonomics in 2013 found that it was 21% cheaper to rent out a whole apartment on Airbnb compared to renting a hotel room. Room for Room the study shows Airbnb was up to 49% cheaper in some cases. (Spencer, 2019)
Airbnb provide a platform allowing peers to connect online, a feature of Airbnb’s platform is the rating and review systems which are provided for both hosts and guests. From a host’s perspective, they can accept or reject booking after reading reviews of potential guests. Alternatively, guests can check reviews and pictures of accommodation prior to booking. 
From evaluating the BMC it is visible that Airbnb operate a peer to peer business model. The purpose of the platform is to connect peers and provided a safe environment for a trade or rental to take place. Airbnb’s revenue streams and customer segments are created from two parties, hosts and guests. The majority of business operations are focused on creating value for both parties. 
This aligns with the characteristics of a business operating in the sharing economy, as stated by Wu, LI & Reynard (2012) the peer-to-peer economy challenges existing traditional services in which a transaction is conducted between a company and a customer. consumers can now use a peer-to-peer marketplace where they can find more flexibility and often a better price.
Strategic Formulation Framework (SFF)
Strategy formulation framework is widely regarded as important strategy-formulation techniques which are combined into a three-stage decision making framework. Tools used throughout the framework can be applied business of all size and aid in the process of identifying, evaluating and selecting strategies. (Ozcay, 2017). 
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                                                                                                               (ozcay, 2017)
As shown in the image above the SFF is split into three stages. Stage one is the input stage and aims to summarise the basic input information needed to formulate strategies by using three tools, external factor evaluation, competitive matrix profile and internal factor evaluation.  
Stage two is the matching stage. This stage focuses on generating different strategies by aligning key internal and external factors. To accomplish this a variety of tools are used. For example, SWOT analysis, Strategic position, and action evaluation (space) matrix, internal external (IE) matrix and the Grand strategy matrix. 
The final stage in named the decision stage which involves a single technique, the quantitative strategic planning matrix (QSPM). This matrix is used to evaluate the feasibility of different strategies identified in stage two. 
The Grand strategy matrix (GSM) consists of a four-quadrant graph, similar to a SWOT matrix, that lists strategic options for companies in either strong or weak competitive positions in industries experiencing either rapid or slow growth (Ingram, 2018)
The benefits of using the GSM include its simplicity, which means it is easy to understand. It offers a comprehensive list of strategic options and it can create discussion and frame decisions.  
Alternatively, some limitations of the GSM are, it only provides options rather than success criteria, it needs to be used alongside other tools to maximise the benefits and if the business has multiple products it may fall into multiple quadrants. 
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(Lucidity, 2018) 


[image: Values
Enjoyment
Competitiveness
SharingSafety
Hospitality
 ]











The diagram above shows where Airbnb sits on the GSM, the reasoning behind this positioning is down to Airbnb’s strong competitive position and the rapid market growth. 
Airbnb’s has gained competitive advantage through strategic use of ICT and how it has brought the peer-to-peer business model into an industry that has traditionally been exclusive to business to consumer. (Northwestern business review, 2014) 
Airbnb has several distinct advantages over its hotel competitors. Unlike hotels, Airbnb is not constrained by rising variable costs. Instead, Airbnb can offer an incredibly expansive list of rooms, in countries around the world, for little more than the price of the additional servers and engineers. 
Another advantage of the expansiveness of Airbnb’s listings is the way in which the company can track the preferences of its users. behavioural information gives the company the opportunity to make inventive suggestions about the future travel plans of its clients in ways that brand hotels, which offer a homogenous experience independent of location, cannot.
Systems & Tools
Enterprise resource planning 
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