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Introduction

This report will look to examine the sharing economy and will relate to the business Airbnb. Using the analysis of case studies and academic materials the purpose is to understand the themes within digital business, both present and arising. The management of competitive advantage from the systems of digital businesses will also be investigated.

Airbnb landscape

Starting in San Francisco, 2008, was saw the creation of the online accommodation platform Airbnb, locating in the sharing economy. After growing within the market of short stays, Airbnb continued to grow and became a threat, becoming popular within the tourism market. This saw a number of hotel clientele start to use Airbnb as an alternative source of accommodation. Seen as a threat to the market, public concerns were made about Airbnb, they did not have the same rules or standards as the standard hotel. Airbnb sold itself as cheaper travel accommodation, but that cut cost was seen as a cut in safety standards by many within the industry. Trade groups saw Airbnb as having an unfair advantage due to not having to comply to the same standards as other accommodation (Dolnicar, 2021, pp. 80-84).

BMC – Business Model Canva
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Model Structure (Evelyn L. Chua, 2019). 

Using the sharing economy Airbnb created a platform which enabled people to rent of their accommodation to travellers, giving a new alternative to the traditional transactions of the hotel industry. With their new concept of home sharing coinciding with the sharing economy marketplace, Airbnb was/is seen as a threat. Fee based, low cost accommodation sharing and their use of information technology saw large growth and influence, even in local, less popular locations with travellers. Airbnb created a platform using the peer-to-peer accommodation network which enabled a way to allow people to use under used resources, e.g. spare accommodation, creating the trend for rental sharing resources and allowing owners to profit financially (Tabari, 2019).

Airbnb is a free website, users only pay when they make a booking through the site, a service charge. To build a following the business looked to captivate users by creating a business that gave reliability, trust and personalisation, all while concentrating on customer service and fulfilment. In order to improve and innovate their business Airbnb reinvested their fees into the business, this allowed for improved systems, which positively affected social communication insurance and customer verification (Steve Wu, 2023).

The business model canvas allows for a visual into a business’ plans, looking at nine areas. Airbnb’s business model was an innovation within its industry, creating a new aspect to travel accommodation and the use of modern technology, connecting host to guest interactions (Evelyn L. Chua, 2019, p. 30).

Airbnb financially makes money using the following fee options (as of UK website, prices and percentages seem to alternate regarding country):
Option one: The “split fee” which splits the fee between the host and guest.
 -The “host fee” which is 3% of the subtotal booking.
 -The “guest fee” which are under 14.2% of the subtotal booking, percentages vary per booking.
Option two: The “host-only fee” meaning all the fee is taken from the host’s pay-out, this is averagely 14-16%.
There also maybe additional tax depending on the country’s law (Airbnb, 2023).

















The Strategic-Formulation Framework
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(ŞANAL, 2007).
Fred David created the strategy formulation framework which are related to the modern strategic management process. The three stage framework helps those who strategies create obtainable alternatives and the right form of action that can be taken. Companies such as, Airbnb, can use the framework to allow them to identify strategies then evaluate them and lastly select which strategy works best. The strategy formulation framework has a stage one which is referred to as the input stage, this is where Basic information is input into the three categories. Three are external factor evaluation matrix (EFE), competitive profile matrix (CPM) and lastly internal factor evaluation matrix (IFE) (ŞANAL, 2007).

EFE: A summary which evaluates factors including, cultural, demographic, technological, social and political.
CPM: Used to identify competitors and the strategic position from competitor’s weaknesses and strengths.
IFE: Functional parts all of the business gets evaluated in accordance two weaknesses and strengths. (ŞANAL, 2007).

The matching stage is the name of the stage two framework which looks to identify the best alternative strategies for internal and external factors. Referred to figure 1 diagram (Strategy-Formulation Framework). Stage three it’s called the decision stage and only has one technique the quantitative strategic planning matrix. This matrix objectively evaluate strategies from stage two and produces alternatives (ŞANAL, 2007).

This report focuses on the digital business, Airbnb, in order to give an example of how the strategic-formulation analytical framework can be applied to a business the grand strategy matrix will be applied.
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(Lucidity, 2022).

The grand strategy matrix is based on market growth and competitive position and is divided
Quadrants. The first quadrant this is too strong competitive position and fast industry growth. Businesses within this quadrant should look at market development, market penetration. Quadrant two these companies have market penetration, product development and market developments but are therefore feeling in competitive advantage. Quadrant three shows businesses which have which a weak position in terms of competitiveness and very slow growth, these businesses have threat of liquidation. Lastly there is quadrant for which shows a strong competitive position, but slow industry growth. Businesses will fall into quadrant for can look to diversify to help growth as they do have the strength to do so (ŞANAL, 2007).

Airbnb’s business model is best placed in quadrant one of the grand strategy matrix and this is due to the business being a market leader within the sharing economy. The business has rapid market growth and continues to dominate the market year after year and this can be thanks to their market penetration, product development, growth strategies and market development. Airbnb penetrated the market by creating a new idea in taking advantage of digital technology. The business developed a product which incorporated a new growth strategy using peer-to-peer market development.  The one also has associated risks including single product commitment, in terms of Airbnb they could use this threat to diversify the business to improve the market penetration by entering new market. The business is extremely successful but by using the strategic formulation framework would they be able to further their success by investing they resources i.e. The sharing economy technology and the knowledge of the peer-to-peer network. This could be a further research proposal to explore potential. 





ERP Enterprise Resource Planning

Enterprise resource planning Systems, also known as ERP, is a database that allows businesses to coordinate information using shared management reporting tools. The system allows for individuals from throughout an organisation to integrate different areas including marketing logistics, human resources and sales. Enterprise resource planning provides a system which connects input and output to create a forecast and this can be of great value to the consumer and the business. ERP will allow businesses, including Airbnb, an organisational software that can help them project manage their business. In the modern world of business Technology allows for efficiency and a competitive advantage in the marketplace, the creation other software that connects all company department to create a shared database only helps this real time Business decision-making (Wagner, 2012)

CRM Customer Relationship Management 

Customer relationship management, CRM, creates a competitive advantage when it comes to decision-making. When it comes to the competitive environment of the business’ market customer relationship can help Business performance. Retaining and attracting loyalty from customers that’s the business at an advantage, creating customer loyalty. The knowledge of the customer base can help performance, knowledge is an important asset in regards to enterprise. Information technology plays a big part in the customer relationship, therefore if the process of the customer relationship strategy can create a successful outcome in the customer relationship success (I-Chiang Wang C.-Y. H.-C.-R., 2010, pp. 40,41).

In order to Display how important customer relationship management is, it is important to look at some research conducted to answer the question. According Dickey 2000, 30.7% of organisations had a progressive performance in regards to the service and sales when they applied customer relationship management two day business, although this data is a little outdated it is important to see that even in the past the importance of CRM. To counteract this data Giga 2001 states that 70% of the businesses did not see a notable effect when using CRM (I-Chiang Wang C.-Y. H.-C.-R., 2010, pp. 41-43).

P2P market forces 

Airbnb effectively uses peer-to-peer Market forces to enable less to provide social interactions between guests and hosts. The peer-to-peer model emerged as the new alternative to the traditional business to customer relationship, Airbnb where /are Industry leaders using this with business model. The peer-to-peer market has allowed for more personal interactions within a business i.e. The guests and hosts who use Airbnb’s accommodation network have an online platform to access interactions reputation reviews, to name a few. The peer-to-peer network is seen by some individuals buyers a higher risk i.e. the host and guest are left to contact each other and engage in the translation of information regarding the correct details. The alternative to the peer-to-peer accommodation market is the traditional employee role in regards to the tradition hotel/accommodation market. The journal peer-to-peer interactions conducted a study on peer-to-peer transactions the discussion of self-disclosure within the social exchanges, the MANCOVA results showed that unlike the hotel industry the guests found they had more positive perceptions of using peer-to-peer interactions. In summary of this study it was found that the role that the person had in the peer-to-peer interaction had an effect on how effective and positive their opinion on it was (Hyoungeun Moon, 2019).

Current Situation

Airbnb have stated that quarter two 2022 has seen the following positive trends:
· Demand from guests is its highest ever number.
· Guest booking numbers are higher than pre Covid pandemic.
· The fastest growing category is long-term stays.
(Airbnb, 2022).

Financial Landscape

Airbnb latest Financial results are of the second-quarter of the year 2022, to which the company states the results show profitability and growth. With $2.1 billion in revenue a year- over-year growth of 58% and a GBV and revenue of 73% more than in the second-quarter of 2019. In terms of profitability quarter two saw a net income of $379 million. Over the last year the business generated $2.9 billion from free cash flow this creates a total balance of nearly $10 billion (Airbnb, 2022).

Target groups

Airbnb is part of the sharing economy, a market leader on a global scale. Airbnb uses a global platform and therefore will have a target market segmentation in accordance to each country in which it operates. Airbnb relies on the accommodation network and therefore individuals who would like to share and they are available accommodation for short-term rent. The business initially looks to attract individuals within this market to allow them to offer a service as part of the sharing economy, also known as micro-entrepreneurs. Created in 2008 Airbnb has grown to be a presence in 191 countries and over 34,000 cities. To find further evidence regarding the target groups a study conducted as part of the research journal (Customer segmentation within the sharing economy: The case of Airbnb) to elaborate and dictate what guest profiles the hosts should target. The study looked at the characteristics of the Airbnb consumer and whether they were able to be divided into segments, this study expressed the limited research that has been conducted into market segmentation in terms of who they target market actually are. There was a survey called the Pew survey, in 2016, which in terms of the United States users there was a difference between the non-users and users of the sharing economy, this related to education and income. The result show that higher income American adults are more likely to have used Home sharing services. Another part of the study looked out the European user and again found similar results although in terms of the age demographics the two age groups 25 to 39 and 40 to 54 and used the sharing economy services the most. The study also showed in terms of gender differences showed it US women 13% how do you home sharing to only 10% US men. There was also findings that showed where the individual lived had an effect on their likelihood to use Home sharing services four example in urban areas 14%, suburban residence 11% and rural areas 6% (Newlands, Consumer segmentation within the sharing economy: The case of Airbnb, 2018).
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(Newlands, Consumer segmentaion within the sharing economy: The case of Airbnb, 2018)


Conclusion 

The purpose of this report was to analyse a number of sources to enable the understanding of both emerging and current digital business themes and the potential impact on organisations. Therefore the report looked into the management of the digital business Airbnb, a market leader. Airbnb is a leader in the sharing economy and the peer-to-peer accommodation network this meant they business model gives a good insight into a successful case study. Using Business model canvas allowed for visual business plan dictating nine areas of the business model, from the use of their website today in new business concept within the sharing economy marketplace and showed an insight into how this new concept can be made a success. 

This report also showed how important the enterprise resource planning system are to the information sharing within a business. Modern Business technologies and Information Systems play hey significant part in information systems and competitive advantage. The report reflected the competitive performance obtained from using customer relationship management. These are two tools that can be used in emerging and digital businesses to further develop the performance of the business. The peer-to-peer market it’s a relatively new concept and has shown great importance in Airbnb’s success and further up-to-date research could help with the understanding on how this social concept works.

The strategy formulation framework is a useful tool which can be applied to any business to help with evaluation and strategy creation. Airbnb is a global leader in digital business and although research has been conducted into the business there are still in areas that can benefit for further research i.e. Target market and market segmentation. To further the knowledge an insight into both digital business and the sharing economy this further research would be of great value to further learning materials.
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Table 4
Summary of findings.

Accommodation type  Consumer profiles Provider targeting

Shared rooms More likely to be male No gender preference but
Low income gender separation
No education effect Low income
No age effect High education/digital
Single travelers and large  business professionals
sroups Younger guests but not
Low concern with teenagers or children
Cleanliness No children and families
Open to social interaction o expectation about

cleanliness
Open to social interaction

Entire home No gender effect No gender preference
High income High income
High education High education/business
No age effect travelers
‘Travel with partner/ Older guests
spouse Couples

Cleanliness not an issue
Uncomfortable with social
interaction

Professional level of
cleanliness offered
Minimal social interaction
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