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TASK 1: BUSINESS PLAN DEVELOPMENT
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[bookmark: _Toc233047303]Element 1: Business Idea, Products/Services, Objectives and USP
[bookmark: _Toc233047304]1.1 Company Overview and Entrepreneurial Opportunity
Airbnb started in 2008 by Brian Chesky, Joe Gebbia and Nathan Blecharczyk, based on the realization that there was a lack of cheap housing in San Francisco at the time of a design conference. The initial concept of renting air mattresses in their apartment has become one of the largest online accommodation platforms in the world, with operations in over 220 countries and regions (Airbnb, 2025).
The advent of Airbnb can be discussed in terms of Opportunity Recognition Theory which states that entrepreneurs create value by recognizing and exploiting market inefficiencies (Shane and Venkataraman, 2000). The founders realised that there are many travellers who wanted affordable and flexible accommodation, and there is underutilised space by homeowners which can be used to earn extra revenue. This was a serious entrepreneurial opportunity in the form of this imbalance between supply and demand.
Schumpeter (1934) theory of entrepreneurial innovation can also be applied to Airbnb. Instead of developing a new product, the company has developed an innovative platform-based business model that has transformed idle residential properties into sellable accommodation. Guttentag (2015) explains that Airbnb has transformed the conventional hospitality business by facilitating peer-to-peer transactions on a global scale. This innovation was a threat to the old hotel operators and a novel segment in the accommodation market. The fact that the company has had a fast growth shows that digital platforms can use technology to capitalize on entrepreneurial opportunities and transform the current industries (Airbnb, 2025).
[bookmark: _Toc233047305]1.2 Main Products and Services
The main service provided by Airbnb is the short-term accommodation marketplace, where hosts can rent a single room, a whole house, etc. Airbnb has not only offered accommodation but has also expanded into Airbnb Experiences, which offers activities locally hosted, and Airbnb Services, which offers other hospitality-related activities to guests (Airbnb, 2025).
The services add value to various stakeholder groups. Visitors enjoy more options on where to stay, flexibility and a chance to get to experience destinations in a localized way. Hosts have access to international customer base and chances of earning additional income. Moreover, local communities will be able to enjoy the boost of visitor spending and economic activity associated with tourism (Dogru, Mody and Suess, 2019).
Nonetheless, the development of Airbnb has brought about criticism on housing affordability and overtourism in certain destinations. It is claimed that because of the development of short-term rentals, housing prices may increase in some cities, which may lead to conflicts between economic and social outcomes (Adamiak, 2022).
[bookmark: _Toc233047306]1.3 Business Objectives
The short-term goals of Airbnb involve rising the levels of booking, customer retention and adoption of Experiences and Services on the platform (Airbnb, 2025). These are quantifiable goals that can be used to contribute to the approach of the company to more interaction and revenue generation with customers.
Airbnb aims at sustainable global development in the long term, sustained platform innovation and growth in the broader travel ecosystem (Airbnb, 2025). These goals are in line with the principles of strategic entrepreneurship that focus on finding a balance between opportunity exploration and long-term value creation (Ireland, Hutt and Sirmon, 2003). The future of Airbnb seems to be in line with the changing consumer preferences due to the increased need to have flexible travel plans and personalised experience.
[bookmark: _Toc233047307]1.4 Unique Selling Proposition (USP)
The unique selling proposition of Airbnb is focused on authentic local experiences that are achieved by the business model based on the asset light approach and backed by a global network of hosts and guests. Contrary to the traditional hotel operators, Airbnb does not manage most of the accommodation that is available on its platform, which allows growing at a very fast pace and keeping the operating costs rather low (Airbnb, 2025).
According to the Resource-Based View, sources of sustainable competitive advantage can be characterized by valuable, rare and hard to imitate resources (Barney, 1991). The global brand image of Airbnb, large pool of users, customer review process and data collected on the platform are the strategic assets that help it take competitive advantage. Moreover, network effects provide the Airbnb with a stronger market position since the more hosts there are, the more guests, and the higher the demand, the more hosts should join the company (Parker, Van Alstyne and Choudary, 2016).
On the value proposition front, Airbnb does not just offer accommodation but also offers personalised travel experiences and the opportunity to engage with the locals. However, it is not a surety that this benefit will be sustainable. Other competitors like Booking.com, Vrbo are only enhancing their short-term rental service and governments have come up with stricter policies in some of the biggest cities (Euromonitor, 2024). 
[bookmark: _Toc233047308]Element 2: Business Environment and Competitor Analysis
[bookmark: _Toc233047309]2.1 SWOT Analysis
Strengths
The international presence and a global brand is one of the greatest strengths of Airbnb. The platform is available in over 220 countries and regions where it offers millions of listings and users access (Airbnb, 2025). The scale produces notable network effects, with the more hosts there are, the more guests there are attracted, and the other way around. Deloitte (2025) states that digital platforms with network effects tend to have a higher customer loyalty and reduced acquisition costs compared to conventional businesses. This has led to Airbnb having a highly competitive advantage that new entrants can hardly imitate.
Weaknesses
Airbnb has several internal weaknesses, despite its success. Trust between host and guests is a critical component of the business model of the company, and thus, negative customer experiences will rapidly harm the company. Moreover, Airbnb cannot regulate the quality and uniformity of individual listings as much as the traditional hotel operators do. This poses reputational risks that can impact customer satisfaction and brand perception (Euromonitor, 2024). Moreover, the reliance on third-party hosts limits the platform to standardisation of service delivery across markets.
Opportunities
There are several ways in which Airbnb can develop. Digital nomads are making more long-term stays and flexible accommodation demands due to the growth of remote working. The World Travel and Tourism Council (2024) claims that the evolution of work patterns is still transforming the travel behaviour and providing new market opportunities to accommodation platforms. Also, there is a strong growth potential in the emerging markets of Asia, Latin America and Africa where internet penetration and tourist activities are on the increase. There is also the opportunity of further developing the Experiences segment of Airbnb, which will enable the company to diversify the sources of revenue besides accommodation and enhance customer interaction.
Threats
Threats on the outside continue to pose a significant challenge to Airbnb. The regulatory limits on short-term rental have been exacerbated in some major cities because of the fear of housing shortages and overtourism. These regulations may minimise the number of listing and raise the cost of operation. Moreover, the competitiveness in the travel industry is also growing due to the entry of online travel agencies and hotel chains into alternative accommodation provision (Euromonitor, 2024). Uncertainty in the economy and low consumer expenditure can also have adverse impacts on travel demand especially when there is inflation or recession. Airbnb therefore needs to be flexible to the dynamic market conditions to continue its upward growth path.
[bookmark: _Toc233047310]2.2 Competitor Analysis
The competitive world is filled with direct and indirect competitors that Airbnb faces, addressing the needs of the same customers using various business models.
	Competitor
	Business Model
	Pricing Approach
	Customer Experience
	Market Position

	Booking.com
	Online travel agency and accommodation marketplace
	Competitive pricing and promotions
	Wide accommodation selection
	Global travel leader

	Vrbo
	Vacation rental platform
	Property-based pricing
	Focus on entire-home rentals
	Family-oriented travel

	Marriott International
	Traditional hotel chain
	Standardised pricing structures
	Consistent service quality
	Premium hospitality brand

	Expedia Group
	Online travel platform
	Bundled travel packages
	Integrated travel booking
	Diversified travel services


The biggest competitor of Airbnb is Booking.com, as the latter benefits with many accommodation options and a worldwide brand name (Booking Holdings, 2025). Booking.com offers hotels, holiday rentals and travel services on one platform, unlike Airbnb, which allows customers to compare a wider variety of options. Vrbo is more directly competing in the vacation rental category but deals more with entire-home rentals, which limits its potential market reach relative to Airbnb, which has a broader range of accommodation offerings.
There are also indirect competitors, which present strategic challenges. Marriott International appeals to consumers who want to find the reliability of the offered services, the standard quality of services and high-end hospitality experiences (Marriott International, 2025). Expedia Group enjoys the advantage of providing integrated travel packages that include flights, accommodation and car rentals, providing an extra convenience to travellers (Expedia Group, 2025).
Despite the growing competition, Airbnb has a unique niche with its community-driven business model, a vast host base and focus on local experiences. Nonetheless, competitors are still copying some of the important elements of its business model. Consequently, the long-term success of Airbnb will rely on its capacity to build on customer trust, transform its platform and diversify other value-added services other than accommodation.
[bookmark: _Toc233047311]Element 3: 4Ps, Market Segmentation and Marketing Strategies
[bookmark: _Toc233047312]3.1 Market Segmentation
Airbnb uses the Segmentation, Targeting and Positioning (STP) model to cater to various customer segments in the worldwide travel market (Kotler and Keller, 2016). In terms of demographics the platform targets mostly Millennials and Generation Z travellers, as they are looking at flexibility, affordability and authentic experiences. Families are another significant segment as Airbnb has a great selection of larger accommodation. Geographically, Airbnb aims at global travellers in both developed and emerging markets, which advantage it in having a presence in more than 220 countries and regions (Airbnb, 2025).
Psychographic speaking, Airbnb targets experience travellers who value cultural immersion and customised travel. Remote workers and digital nomads who want to stay in the place long and have flexible living conditions are also interested in the platform. Airbnb, in its behavioural aspects, targets budget travellers looking to save money by choosing an alternative to the traditional hotel in addition to serving consumers interested in a unique and high-quality stay.
The success of the Airbnb segmentation strategy can be seen in the fact that it has been able to appeal to various customer segments without its brand identity being watered down. But more varied customer requirements provide a challenge in ensuring uniform service quality across segments. Thus, Airbnb must keep improving its segmentation strategy to meet the changing preferences and expectations of the markets as related to travelling (Statista, 2025).
[bookmark: _Toc233047313]3.2 Target Market Analysis
The main audience of Airbnb is the group of Millennials and the Generation Z consumers. Studies show that younger travellers are more inclined to experience over purchase and are not afraid to book accommodation online (Euromonitor, 2024). These customers are also actively involved in online reviews and social media content, which is very close to the platform-based business model of Airbnb.
Families, remote workers and digital nomads are examples of secondary target markets. The expansion of remote working and hybrid work arrangements has resulted in a long-term necessity to stay longer and have more adaptable accommodation (McKinsey and Company, 2024). With these groups targeted, Airbnb increases its revenue potential and minimizes reliance on the short-term leisure travel. This differentiated targeting strategy makes Airbnb more resistant to the dynamics of the market and the evolving consumer behaviour.
[bookmark: _Toc233047314]3.3 4Ps Marketing Mix
Product
Accommodation is not the only product that Airbnb offers as it provides a platform through which people can experience travel in a personalised way. Services like Airbnb Experiences and Airbnb Services can add value to customers and make the company stand out among the traditional hotel services. This is a wide selection of products that enhances customer interaction and makes its use repetitive. Nonetheless, the quality of services is still at the mercy of individual hosts, which introduces inconsistency in customer experiences.
Price
Airbnb implements dynamic pricing, which enables host to change prices depending on the demand, seasonality and the market conditions. This flexibility of pricing is an advantage to both the host and the guest because it enhances efficiency of the market. Nevertheless, the perceived value can be decreased by other service and cleaning costs, and this could adversely impact customer satisfaction in highly competitive markets (AirDNA, 2025).
Place
Airbnb is a multinational digital platform that can be accessed online on its web site and mobile application. This direct distribution model minimizes the use of intermediaries and allows it to reach the global market effectively. The accessibility of the platform enhances quick scalability but does not incur very high operating expenses as compared to the normal hospitality businesses.
Promotion
Airbnb is very dependent on online marketing, the use of social media, and referral schemes to promote brand awareness. Customer reviews and user-generated content are also effective promotional tools as they increase the level of trust and credibility. Hootsuite (2025) states that consumers and other travellers are resorting to peer recommendations increasingly to make their travel decisions, which enhances the effectiveness of Airbnb in promotion.
[bookmark: _Toc233047315]3.4 Online Marketing Strategies
To attract and retain customers in the process of customer journey, Airbnb utilizes various online marketing strategies. SEO helps to boost the accommodation search visibility whereas content marketing enhances travel inspiration and destination exploration. Social media marketing will help Airbnb to demonstrate real-life user experience and reinforce emotional attachment with clients.
The mobile application of the company is important to retain its customers by offering a smooth booking process and personalised suggestions. Airbnb also partners with influencers to promote the brand to younger generations and delivers email marketing to promote repeat bookings with personal offers and travel recommendations (Similarweb, 2025).
These strategies will work well using the customer journey framework since they will aid awareness, consideration, purchase and post-purchase engagement. Nevertheless, there can be a decrease in the efficiency of marketing in the future due to rising digital advertising expenses and evolving social media algorithms.
[bookmark: _Toc233047316]3.5 Critical Evaluation of Marketing Strategy
The marketing approach of Airbnb has several strengths such as excellent brand awareness, robust online interactions and the capacity to utilize user-created content. This adds to customer confidence and relatively low customer acquisition costs as opposed to conventional hospitality providers.
Nevertheless, weaknesses remain. Relying on online platforms puts Airbnb at risk with rising advertising expenses and rivalry with online travel agencies. Moreover, unstable customer experiences can undermine the perception of the brand. Airbnb needs to invest more in artificial intelligence-based personalisation and enhance quality assurance to hosts to counter these challenges. These would boost the customer satisfaction and strengthen the competitive stance of the company in a market that is becoming increasingly crowded.
[bookmark: _Toc233047317]Element 4: Financial Planning
[bookmark: _Toc233047318]4.1 Startup Funding
The combination of founder investment, accelerator fund and venture capital helped Airbnb grow its initial stages. The founders started out funding the business themselves, even selling themed boxes of cereals in the 2008 U.S. presidential election campaign. Although this gave the company a little capital, it also showed the entrepreneurial persistence and confirmed the founders to the business model (Harvard Business Review, 2021).
Another breakthrough took place in 2009 when Airbnb got accepted to Y Combinator where they got about 20,000 dollars in seed money, mentorship, and networks (Crunchbase, 2025). This assistance helped the company to optimize its platform and enhance market presence. Airbnb later secured venture capital funding by companies like Sequoia Capital and Andreessen Horowitz, which gave them the financial capability to expand its business across borders (Airbnb Investor Relations, 2025). Thus, the outside capital was a key factor in turning Airbnb into a start-up into a worldwide platform company.
[bookmark: _Toc233047319]4.2 Growth Performance
	Year
	Revenue (US$ bn)
	Net Income (US$ bn)
	Key Milestone

	2021
	6.0
	0.3
	Recovery from pandemic

	2022
	8.4
	1.9
	First full profitable year

	2023
	9.9
	4.8
	Strong global travel demand

	2024
	11.1
	2.6
	Continued platform expansion


Source: Airbnb Annual Reports (2022–2025).
The values indicate that Airbnb has a significant improvement in financial performance. The growth in revenues between 2021 and 2024 was substantial, as the global travelling demand recovered and more people used the platform. The increase in profitability underscores how Airbnb can grow efficiently due to its asset-light business model. Airbnb can scale without spending heavily on physical resources to generate higher operating leverage and increased profit margins, unlike traditional hotel operators.
[bookmark: _Toc233047320]4.3 Financial Evaluation
The financial development of Airbnb proves the efficiency of the entrepreneurial strategy and platform-based business model. The increased booking activity, the internationalization and the rise in the popularity of the alternative accommodation options have contributed to the growth of revenues. Moreover, the profitability of the business implies that this company has already passed the phase of a high-growth start-up and turned into a financially viable global business (Financial Times, 2026).
Nevertheless, there are still several risks. The performance of Airbnb is directly connected to the level of international travel demand, and as such, it is susceptible to economic crises, geopolitical unrest and evolving consumer behaviours. Deloitte (2025) also points out that the future growth of major markets may be curtailed by regulatory restrictions on short-term rentals. Therefore, the long-term sustainability of Airbnb will be based on further innovation, geographic diversification and efficient regulation of regulatory risks. Despite these threats, the firm has a good financial standing as well as scalable business model that imply good future growth opportunities.
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