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1. Introduction 
This report critically examines Airbnb as an example of the sharing economy. The information will evaluate different aspects of the business and how they become the successful online e-commerce business it is today. 
Airbnb was established in 2008 when two roommates, Brian Chesky and Joe Gebbia, set up a short-term stay at their apartment in San Francisco to afford their rent. Both roommates charged guests $80 per bed per night, offering breakfast within the price. (Shah, P. 2022). This idea encouraged both men to set up Airbnb. Shortly after, Nathan Blecharczyk, a programmer, was introduced to the business, becoming the third co-founder of the digital enterprise. (Wu et al., 2022). After gaining customer trust, the company got larger and is now famous for its short-term stay accommodation apps, resulting in over 300 million bookings in 2021 only. (Shah, P. 2022).
Below I will examine the approaches and tools Airbnb have used over time and explore how they have strategically approached these to the business. 
2. Airbnb Landscape
Airbnb started as an innovative community marketplace which enables people to market their homes to rent out, enabling travellers to discover and book short-term stay properties worldwide if desired. Airbnb has developed a new industry of collaborative consumption and P2P accommodation rentals, leaving room for the company's potential growth. Today there are 1 million plus hosts and travellers who use the app. There are properties available in 26,000 cities in roughly 192 countries. (Wu et al., 2022).

Airbnb has made significant investments that have made them the successful platform they are today. There has been a total of 120 million dollars invested into the marketing and infrastructure of the business. Airbnb attracted customers through their marketing ads on the google display network. Their investment was successful, driving bookings from 800,000 to 2 million. In 2009 Airbnb had four employees; in 2012, there were over 500 employees Wu et al., (2022), and in 2021 there were 6,132 employees. Macrotrends, (2022). In 2008 there were only 365 bookings compared to 15.8 million in 2012. Their revenue grew from $850,000 in 2009 to 45 million in 2012, a growth rate of 275% over three years. (Wu et al., 2022). Airbnb's Gross revenue in 2021 in only the UK was $2,857,992,703. (Woodward, 2023).
Despite these figures, Airbnb Faces strategic challenges regarding the lack of sustainable competitive advantage. They continuously compete with new and old competitors and battle multiple legal regulations and trust issues within the market. Wu et al., (2022) And according to Shar, (2022), there have been concerns about demand in the supply of housing and unfair prices due to the interest shown in each listing. Some cities have entirely banned the platform, while others have regulations. Today Airbnb's estimated value is 60 billion dollars in market capitalisation rather than 113 billion dollars in 2021, proving it has been a challenging year in the stock market. (Shah, P. 2022).  
Airbnb must strategically plan its future direction to reduce the risk of losing its competitive position in this emerging industry. (Wu et al., 2022).

3. BMC (Business Model Canvas) 

[bookmark: _Hlk123937588]Airbnb's P2P accommodation platform has proven to be a successful e-commerce business. (LI et al., 2019).  

Airbnb is an Ecommerce B2C (business to Consumer) company selling directly to customers. Airbnb uses a C2C (Consumer to Consumer) Business Model because they connect Consumer to Consumer. Airbnb is referred to as part of the sharing economy because P2P platforms are commercial or economic models. (Kerry, 2022). Airbnb's Business Model has attracted hosts and guests because of its free membership and free access. Airbnb formed trust with their customers showing that they are reliable as a platform. They pride themselves on excellent customer service and fully satisfying their customers. A service fee is charged when booking a property stay to maximise the number of all potential transactions. Airbnb used the revenue from their service fees to upgrade technology and safety systems, insurance, the review system, and social media connections. (Wu et al., 2022). 

Michael porter claims that a business model gives a company a competitive advantage. With the market changes and technology upgrades, businesses will adapt their value chain and reassess their business model when needed for the company to stay relevant. A study disagreed with Michael Porter's views because, in this day of age, optimising the value chain is for mass markets that have a cost-driven approach. Today, companies must be unique to gain competitiveness, with the customer being centre stage. Airbnb and other firms have and continue to change how things work and have no fixed value chains. (Merchant, 2012). 
Most people aged between 19-35 rely on the convenience of using the internet and booking sites. However, frequent strategic adaptions are needed because there is a constant change in consumer behaviour. Lifestyles are changing and people are becoming more aware and are now purchasing products for satisfaction and experience. (LI et al., 2019).  

Airbnb's Business Model demonstrates how they have continued to adapt and prioritise over time. A business model has enabled Airbnb to assess their position within their industry to make the right decisions for the best outcome. Airbnb is a prime example of an organisation that understands its business and how it works and are confident with the strategies they need to make to stay relevant.

Below is Airbnb's Business Model. Adapted from Oakley, D. (Oct, 2018).  
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4. SFF (Strategic Formulation Framework) 

Strategy formulation is a process that gives an organisation the vision for its goals and objectives and the mission to achieve them. The process involves six steps: (Management Study Guide, 2022).
· Developing a strategic vision, mission, and value 
· Setting objectives 
· Implementing a strategy to achieve its objectives 
· Performance Analysis 
· Examine the internal and external environment and adjust accordingly. 
· Set Targets 

Airbnb follows three of Porter's generic strategic approaches: Differentiation, Cost leadership and a Focus Strategy. 
Differentiation is Airbnb's most important strategy for standing out and being unique in a digital industry full of competitors. Airbnb has achieved this by setting a profile for each customer with interest, such as an algorithm. They get to understand their customers by using this technique to gather their customer’s likes, accumulating a vast interest and resulting in a more extensive customer base. 
Cost Leadership is a strategy to offer a wide range of price options for everyone to afford. 
The focus strategy enables a community to get together where all users can connect and share advice and experiences. (Management Study Guide, 2022).

CRM customer relationship management is a technology used to manage all customer communications and interactions. Customer relationships are critical to Airbnb; the business relies on positive word of mouth to grow its customer database. In addition, all booking data are stored on the systems to determine availability, and all CRM systems handle all transactions. 
Airbnb believes in the sharing economy and relies on CRM systems; they pride itself on using the latest technology to share and distribute its services. The benefits of a CRM system can be the potential to grow and increase revenue, eliminate missing opportunities, reduce operational costs, and enables a faster sales cycle. (Binns, R. 2016).

Airbnb's value proposition fits in with the sharing economy because it creates value by providing access to unused assets enabling income. In addition, Airbnb has benefited the sharing economy by providing income for small businesses which are not city-based, with tourists staying in neighbourhoods located over cities instead in the town itself. An article by iGMS (2018) stated that 70% of Airbnb's listings are based outside the district of the major hotels. Although small businesses have had a positive outcome from Airbnb, there has also been a positive impact on property owners by enabling homeowners the extra income. According to data collected by Airbnb, Hosts from the platform have stated that if it weren't for the financial benefits of Airbnb's sharing economy, they wouldn't have been able to keep their property! (iGMS,2018). But Airbnb provides a lack of security regarding crime within an area. As a result, Neighbours negatively perceive how much-increased activity within their community causes an uneasy negative perception. 

Airbnb has also had negative attention regarding the avoidance of tax. San Francisco was fined $25 Million for taxes they owed the city and in 2010, introduced a new law which is now a collection of 14% from travellers for hotel taxes. In Addition, New York City has completely banned the ability or option for rental or lease below 30 days. (LI et al., 2019).  
Due to the lack of available properties available on the market for long term rent.
A report by San Francisco Financial Times displayed a drop in hotel stays and that from 79% of travellers, only 40% are interested in staying at hotels. (LI., 2019). Although, A professor from Harvard Business School stated that due to the criticised nature, Airbnb cannot stand up against the whole of the hotel industry. (Goree, 2016). 

5. Tools / Systems 

A swot and pest analysis gathers information to create a CPM (Competitive Profile Matrix). It's a tool which portrays the organisation's strengths and weaknesses. The study displays the data, which allows us to analyse the company visually. Stage one being the input stage, stage two, the matching stage, and stage 3 the decision stage. Companies measure the factors by scoring CSF (critical success factors) in priority order. The matrix tool provides information on which areas within the business should focus on as a priority for the best approach to do this. (Jurevicius, O. 2022). 
Critical success factors can be related to advertising, product quality, price competitiveness, management, customer service and loyalty, market share and e-commerce, etc.

A grand strategy matrix is a strategic tool created in 1980 by Paul Joseph DiMaggio. The device is similar to Michael Porter's generic strategies, SWOT Analysis, BCG, and IE Matrix. The tool helps managers recognise and understand where they stand within the industry; it captures data on the external environment, their competitive position and Potential growth. Throughout history, it has been established that the tool can now be used for any sized business during any stage of its life cycle. The Grand strategy matrix is viewed as a graph consisting of 4 parts with four quadrant sections. Weak and strong competitive position and Rapid or slow Market growth. (Cuofano, G. 2023). 

[image: Grand Strategy Matrix]
The image is taken from Lucidity. https://getlucidity.com/strategy-resources/introduction-to-the-grand-strategy-matrix/. 

From the information above and the strategic approaches Airbnb has taken throughout its life cycle, Airbnb is currently positioned within a solid competitive position resulting in rapid growth within their market.
Digital innovations such as E-commerce have benefited how B2B transactions are made. For example, a software called Stripe, an electronic payment processor has developed a better way to pay by providing their invoices, allowing direct payment to be processed via bookings three times faster than other payment systems and complies with local regulations. (Stripe, 2022).
ERP (enterprise resource planning) a software and technology system which runs and enables the computing and operations of the company; this may include operations such as manufacturing, logistics, inventory, distribution, shipping. This system also can analyse their customers. It involves all such as from accounting to human resources and sales orders. The benefit of ERP is that inventory management analyses all data from the ERP systems to understand its performance to make the correct decisions. (Schwarz, L. 2021). For example, Airbnb uses ERP in how they operate and can run the booking system. 
According to Panda et al., (2015), Technologies and social realisations are the two driving forces in the sharing economy. Negatives are now evident, with consumers being more interested in the lease options when making purchase decisions. (LI et al., 2019).  However, a flip side regarding that situation would be that it develops the sharing economy. (Gonzalo, 2013). Growth within the hotel industry is significant for the United Kingdom's Great British Pound, contributing to the UK's economy. (LI et al., 2019).  

Airbnb now offers the option to split payments, with the function allowing guests to break the price individually. In addition, Airbnb is changing from a planned (intended) strategy to an emergent process (A method which takes place as the business changes during unplanned events). (Chiavetta et al., 2022). 
Airbnb has also recently started to use photographers to be able to market properties in a professional light, with the aim being to attract more customers. 

6. Conclusion 

With how successful the platform is today; it is no doubt that the upgraded technology which has transformed the digital world indeed has innovated systems that support the ability of P2P accommodation networks to be successful. These systems are introducing the ability to pay for goods or services via e-commerce electronically. However, there is always a risk with digital platforms, the risk of cyber-attacks, identity fraud, and data leaks people have become more aware of where their details go. I believe these pressures continuously put businesses under stress to ensure the correct safety measures are in place to limit the risk. 
Airbnb proves they are a prime example of a business that is a part of the sharing economy because of the incentives they offer, which benefit all active users on its site. In addition, they could help the sharing economy by introducing new services on offers such as activities and entertainment shows which are areas and gain free marketing and advertising campaigns, driving more customers to the site. This idea will boost the sharing economy by providing local businesses with customs and increase sales with broader booking options. 
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