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‘The sharing economy can be identified as an economic model based on peer-to-peer activity by acquiring, providing or sharing access to goods or facilities facilitated by a peer-to-peer online platform’ (Hong, 2018). The sharing economy platforms are facilitating the creation of markets and better use of underutilized assets which is having a significant positive impact on the sharing economy, especially in the tourism industry with the effects of travel trends and patterns (Personen, 2015). Airbnb is an example of a successful sharing economy-based platform. This report will analyse the financial landscape of Airbnb and review digital business systems and frameworks that could aid Airbnb to successfully manage contemporary digital business systems.
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Airbnb is recognised for being ‘a trusted marketplace which allows users to list, discover and book unique accommodation around the world’. The online platform disrupted the tourism industry when the innovative idea grew and there was a rise of an informal tourism accommodation sector (Guttentag, 2013). It is essentially described as a platform that allows people to rent out underutilized spaces for tourists (Wortham, 2011). 

Airbnb’s total revenue valued at 2.52 billion US dollars in 2020, just over half the revenue of 2019 which was 4.81 billion US dollars (Statista, 2021). COVID-19 has impacted the tourism industry from cancelled travel, events and conferences including their $250 million dollar pay out to landlords for the cancellation of reservations due to the pandemic (Airbnb,2020). Due to COVID-19 Airbnb have had to put their company on hold for all business bookings as the demand of bookings fell dramatically as a result of the COVID-19 Pandemic (Glusac, 2020).

The future performance of Airbnb is currently unknown and will fully depend on how quickly the global pandemic comes to an end. It may take an extensive period of time for hosts and guests to be more comfortable hiring and booking through Airbnb. Statistics state that 47% of hosts do not feel safe renting their underutilized space to guests, in comparison to 70% of guests who state they are fearful to book and stay at accommodations listed on Airbnb (Forbes, 2020). Although this is a challenge for Airbnb, revenues are likely to increase rapidly after the coronavirus crisis comes to an end and holidays will be in high demand as airlines such as Easyjet and Tui have reported a surge in holiday bookings after UK announced their lockdown exit plan (Guardian, 2021).

Airbnb have also adapted to an initial public offering which results in released shares on the stock exchange. They have adopted a new investment into the company so that shareholders can buy into the company, which raises capital to implement a growth strategy. On the first day of trading, Airbnb’s shares rocketed as much as 120% and share prices were priced higher than expected and estimated to have raised $3.5 billion in their initial public offering (Ponciano, 2020). 

Another market challenge is Brexit. The effects of Brexit could impact the business travel industry as suppliers within Airbnb providing short term leases for their business and short term rents for business occupants will be affected. Another element is that users of Airbnb could face a price hike as the UK Brexit department stated the cost of paying by card would increase between the UK and the EU. The increase of charge for tourists will result in larger fees for credit cards which are used whilst visiting the EU, which may affect the demand for holidays as it may be too expensive for tourists (Bennett, 2018). In January 2021, Mastercard decided to increase the fees EU firms face to take payments from online shoppers by at least 400% increasing their charge of credit card from 0.3% to 1.5% (Osborne, 2021).
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[bookmark: _Toc66041864]Figure 1 – Business Model Canvas

In 2008 Oswalder and Pigneur designed The Business Model Canvas. According to Oswalder the purpose of his business model is to define and present elements of an organisation that creates, delivers and captures value (Osterwalder,2004). The nine important building blocks within the business model canvas reflect value creating and value-adding activities in businesses, the components within the mapped canvas are not unique features, combining them into a value map is the key feature of Osterwalder’s successful business model (Mcfarlane, 2017). The Business Canvas model allows Airbnb to map their organisation by assessing vital value creating functions and activities. It can also be used to effectively discover components that would reflect value creation and value delivery, the platform also allows leaders and managers to develop and implement a strategy around core activities, resources and processes (Michellini, 2011). 
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The Business Model Canvas is an effective business tool that is used to visualise all nine building blocks to help a business understand the insights about consumers, and what value proposition is offered through business channels (Oxford University, 2020). Value proposition can be identified as an important factor of the business model as it describes the bundle of products or services that creates value for a specific customer segment.
(Osterwalder,2013) states that making processes more convenient creates substantial value for customers. When reflecting this element of the Business Model Canvas to Airbnb, it is clear that they offer customers the cost of convenience. The peer-to-peer network which is an element of the sharing economy has contributed to increased convenience and lower prices for customers (Zhang & Chen, 2019).

The use of Airbnb’s digital platform provides value propositions for hosts. The first being that Airbnb identifies suitable guests by enabling’s hosts to list their underutilized spaces through the digital platform, which attracts business travellers and guests from all over the globe. The second value proposition is mitigating risks for hosts by ensuring guests verify their identity before booking spaces, they also have a peer-to-peer curriculum vitae which shows all previous reviews conducted by previous hosts (Dolnicar,2018). The third value proposition is the easy transaction process where all exchanges are cash-less, and all guests must provide credit card details to the network facilitator before booking. Another Value proposition that Airbnb provides for hosts is the management of short-term rentals, it provides hosts with a calendar booking management tool which gives hosts structure (Dolnicar, 2018).

Airbnb also offers multiple value propositions for guests, the use of a well-designed platform enables guests to find accommodation options and compare prices and locations around the globe twenty four hours every day (Dolnicar, 2018). Airbnb also provide guests with safety measures to ensure their experience meets their needs, the use of reviews encourage guests, the use of trusted monetary transactions through network facilitators also offers guests guarantee and assistance if there are any complications during their duration of stay (Dolnicar,2018).

The value proposition element reflects what unique value Airbnb provides for guests and hosts. It’s the value that meets the needs of customers and what makes Airbnb competitive. Airbnb have recently adopted ‘Experiences’ which allows guests to experience unique activities such as meditation and yoga in Thailand or cooking healthy Asian fusion recipes with local experts and in small groups.  Every experience is reviewed for unique access and is vetted for quality (Airbnb,2021).
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The Strategic Formulation Analytic Framework (SFF) was designed by Fred David. The SFF could benefit a business such as Airbnb as they can use the framework to consider techniques of strategy formulation to be integrated into their decision-making framework. There are three elements of the framework (1) The input stage, (2) The matching stage, and (3) The decision stage. The framework aids business’s such as Airbnb to implement strategic thinking into their practises as it enables them to evaluate the internal and external dimensions and to adapt alternative strategies by implementing tools and techniques (Torlak,2007). Strategic thinking using SFF enables businesses such as Airbnb to capture all the features included within this framework and understand them thoroughly. This reflects how strategic thinking using SFF is based from fact-based decision ensuring all features are captured in the external and internal environment (Rupcic & Jelenc, 2003). The data captured enables Airbnb to think strategically.

The SFF framework has many benefits for Airbnb as the relative importance of facts, figures, trends and data among feasible alternative strategies to pursue is key in formulating strategies that can provide major competitive advantages (David & Forest, 2009). In addition to this, (Guillermo, 2020) states that although this framework is not a guarantee of success it allows businesses to make efficient decisions for the long term, take them to practise efficiently and adapt corrective actions as needed. A key element to the success of the SFF strategic evaluation is an integration of the intuition and the analysis. As Airbnb are a large organisation, the use of applying the SFF to all countries they operate in and collating important data gives Airbnb a structured framework. It also allows them to identify the information and discover how the features are linked together rather than using the strategic tools and not identifying greater information and data (Rupcic & Jelenc, 2003).

A limitation of the SFF framework is related to the issue of cultural feasibility. After Airbnb have applied a set of strategies that may not commensurate with the values, norms, goals and objectives of the organisation. (Torlak,2007) suggests that the framework should be designed to be loyal to the values, norms and goals and interpretive schemes of the company. 
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[bookmark: _Toc66041873]Figure 3 – Airbnb Grand Strategic Matrix (Lucidity, 2021).

The Grand Strategy Matrix can be recognised as an important matrix of strategy formulation. The matrix is made up of four quadrants. The matrix is based on two evaluation dimensions, Market Growth and Competitive Position (Hakim, 2017). When referring to Figure 3 Airbnb are placed within quadrant 1 of the matrix. Airbnb has a strong competitive position as they are recognised for being the most successful peer-to-peer model in the hospitality industry meeting the needs of travellers by offering a more affordable alternative (Chen, Zhang, & Liu, 2020). The use of Airbnb’s competitive position allows them to increase their growth rate as their revenue has grown at over 40 percent each year from 2017-2020, compared to its competitors Expedia and Booking Holdings who have increased 12 percent. Although COVID-19 has negatively impacted Airbnb they are predicted to continue grow at high double-digit growth rates in future years (Forbes,2020).

It must also be considered that Airbnb’s position within the Grand Strategic Matrix may have moved slightly lower due to the high impact of COVID-19. Although recently Airbnb have currently adopted an IPO as a fundraising method to raise capital. When identifying Airbnbs strategy going forward its clear that the decision to adopt a IPO business reflects the expected growth of Airbnb, they currently have a plausible path to profitability and growth  strategy implemented (Forbes,2020).

A strategy that Airbnb could adopt in the future is to intergrate Airbnbs platforms with other outlets, this can be implemented by adopting partnerships with companies to offer bundle goods. Although Airbnb have recently adapted Experiences that has proven to be a successful expansion of the business, the use of maximising collaborative consumption by offering more than just a rented room by offering the service of borrowing a car on a sharing economy platform such as ‘Getaround’ and the use of renting digital devices such as cameras through ‘SnapGoods’. The use of this bundle service can be promoted through intergrating their procedures together to gain value for guests and make their travels more efficient and convenient (Saloomeh, 2019).
[bookmark: _Toc66041874]Airbnb’s tools and systems.

Airbnb is a platform based digital business, the platform became high demand in 2008 that caused a digital disruption within the tourism industry (Geissinger, 2018). The Airbnb platform currently uses Amazon Web Services which is recognised as ‘The world’s most comprehensive and broadly adopted cloud platform’ (AWS, 2021). Cloud computing with AWS houses systems and connects parties at different sides of a market to connect Airbnb’s hosts with their customers. The AWS features value for hosts as it maintained by an inclusive data safety approach using security controls and processes (Mukherjee, 2019). Airbnb is also considered a multi-sided platform as they offer value by connecting hosts and guests through a peer-to-peer network. Airbnb have been successful at attracting substantial numbers of hosts and guests which reflects why they are the market leader among commercial peer-to-peer accommodation (Dolnicar,2018).

The Airbnb platform deploys a number of systems the Enterprise Resource Management (ERP), the Supply Chain Management (SCM) and the Customer Relationship Management (CRM). All three systems contribute to operation of Airbnb’s platform and all provide advantages. Refer to Figure 4 for a diagram that centralizes where all important information within a firm is stored into a single database environment to make it easier to streamline the flow of information.
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 (Hart, 2016) defines ERP as a customized system that manage connections, integrates and supports processes and information flows across organisations boundaries and streamline operations to build superior service value. The use of Airbnb integrating ERP across all functions to create a unified system is beneficial as it provides Airbnb with an overview of their organisational situation, globally and in each department (Azevedo, 2013).
(Samira, 2013) suggests that some of the intangible benefits of ERP system implementation includes high customer satisfaction, improves vendor performance, increases flexibility and improves decision-making capabilities. Airbnb uses Amazon Cloud Services where the ERP modules are housed, the application of ERP evidently has many benefits to Airbnb.

[bookmark: _Toc66041877]Customer relationship management

(Chaffey, 2007)  Defines CRM as a strategy for managing a company’s interactions with its customers to develop and retain business with customers. The use of the CRM system allows Airbnb to manage email list quality, apply email marketing, provide a quality online customer service, personalised web content and data mining to improve targeting. Relationship marketing emphasizes building relationships that lead to customer retention and long-term customer loyalty (Sigala, 2014). The internet enables Airbnb to send email campaigns and viral marketing and to also identify customers initiating contact by seeking information from the website. Therefore, the internet works as a two-way communication mechanism. The application of CRM allows Airbnb to collate the analysis conducted in CRM and link it to ERP to draw information from other functional areas for deeper analysis, this reflects integrating processes by providing a computerized environment that includes a collective database to provide organised and compatible data which supports business activities (Aljawarneh, 2018).
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[bookmark: _Toc66041879]Figure 5 Members of the supply chain (Chaffey 2007)

There are three key activities for SCM, the upstream supply chain, the internal supply chain, and the downstream supply chain. Please refer to Figure 5 to identify all elements included within a supply chain. An advantage of using a SCM system is the lowering costs of advertisements whilst using websites and emails, which enables rapid interaction with customers and thus better relationships (Alnagi, 2013).

Airbnb would be placed in the centre of the diagram and the hosts would be situated in the upstream supply chain; this is also recognised as the buy-side e-commerce. The downstream supply chain is the sell-side ecommerce which for Airbnb is C2C. The collaboration and communication between the hosts and the customer is achieved through this element for Airbnb and the information captured about the customers is also fed into the CRM system which reflects how these seamless systems converge across the organisation. 
The internal supply chain is where the purchasing, quality checks, regulations is stored in the supply chain which is then shared across to the ERP (Vorst, 2004). It is clear that the use of these systems and tools are beneficial for a large organisation such as Airbnb.
[bookmark: _Toc66041880]Conclusion.

In conclusion, this report critically examines Airbnb as an example of the sharing economy. The Business Model Canvas, the SFF, the GSM and the tools and platforms used by Airbnb have all been analysed to give a clear understanding of what current and emerging digital business systems can be used for Airbnb to gain competitive advantage and to implement a growth strategy to secure the future success of the business. 
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Key Partners

Understanding the key partners of the business model canvas is important for Airbnb as it allows
them to identify the partners who can help to leverage the business model. Some of the
partnerships that are crucial to Airbnb include their shareholders, since December 2020 Airbnb
published an initial public offering for the purpose of investment (Rushe, 2020). Investors, hosts,
guests and payment providers are also considered key partners.

Key Activities

The purpose of the key activities is to reflect what activities are needed for Airbnb to perform
well. Airbnb have to ensure sales and marketing is a key activity within their business, as this
involves the process of promoting their business. It’s also important to maintain their customer
service by quickly responding and solving hosts and guest issues. As Airbnb is a digital platform,
its important, they also consider platform development as a key activity to ensure the platform
is updated regularly (Samuel, 2019).

Key Resources

This building block allows Airbnb to describe the infrastructure to create, deliver and capture
value. The key resources reflect which assets are indispensable for Airbnb’s business model and
reflects what unique strategic resources Airbnb currently has. One of the key resources for
Airbnb is their employees including their software engineers who have technical knowledge,
technical leadership and seamless collaborations with all digital functions (Airbnb,2021).

Value Proposition

The value proposition element reflects what unique value Airbnb provides for guests and hosts.
It's the value that meets the needs of customers and what makes Airbnb competitive. Airbnb
have recently adopted ‘Experiences’ which allows guests to experience unique activities such as
meditation, yoga and cooking healthy Asian fusion recipes in Thailand with local experts and in
small groups. Every experience is reviewed for unique access and is vetted for quality
(Airbnb,2021).

Customer
Relationships

The customer relationship element outlines the type of relationship Airbnb are establishing with
their customers. It also allows Airbnb to identify how they gain, grow and keep customers. The
use of professional customer service can be a positive influence on customers and is seen to be
the key to customer satisfaction, customer loyalty and market share (Innis, 2004).

Channels

The channels building block of the BMC reflects how customers are reached. Airbnb is a digital
platform, so all bookings and listings are utilized through a multi sided platform, this is the main
channel of Airbnb. Airbnb also have an app which has many great features enabling customers
to filter searches to find accommodation that meets their needs, the app also allows hosts to
manage listings effectively (Airbnb,2021).

Customer Segments

The customer segments building block help identify the community of customers or businesses
that a business is aiming to sell their product or service to. Airbnb currently serve four main
customer segments which are the hosts, guests, business travellers and globetrotters. Custom
segments are ultimately the demographic information of Airbnb’s customers (Ching, 2013).

Cost Structure

This component of the Business Model Canvas considers what it costs to maintain Airbnb as a
business. Human capital, sales and marketing, payment processes, insurance agreements and
payments for freelance photographers are considered elements of Airbnb’s cost structure
(Pigneur, 2013).

Revenue Streams

It’s important that Airbnb identify their revenue streams as it identifies which pricing
mechanisms in the business model is capturing value and generating income (Nath, 2020). Some
of the monetary sources of income for Airbnb is the fees that hosts, and guests have to pay,
Hosts typically pay a 3-5% booking fee in comparison to guests who pay up to 14.2% service and
reservation fee.
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