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[bookmark: _Toc1870149661]Executive Summary

[bookmark: _Toc1239871570]Report summary

The purpose of this report is to provide a critical analysis of Airbnb, a leading business operating within the sharing economy sector. Key strategic management tools will be explored to gain both a greater understanding of their workings and how they relate to Airbnb’s business model and strategy. The methodology contained within each strategic management tool will be used to critique fundamental elements contained within Airbnb’s framework. An overview of key findings, summaries and recommendations will be described within the executive summary with additional reading and a conclusion contained within the main body of the report.

[bookmark: _Toc1595710276]Business Model

A business model (BM) provides an overview of the organisation and describes how the various parts of the work function at any given time (Aagaard, 2019). A BM is an ordered and simplified view of how an organisation operates (Wirtz et al., 2016, pp. 36-54). A BM is made up of several interconnected but distinct elements that help an organisation create value (Johnson, Scholes & Whittington, 2008, p.490; Sjödin et al., 2020, pp3 158-183; Norris, 2021, pp. 3960-3974). Liu, Tong & Sinfield (2021); Felt (2013, pp. 85-105) describe BM’s to control and create value exchange, moreover, according to Peter Drucker, a BM is defined as identifying consumers, providing value to them, and reaching suitable cost (Gultekin, 2022, pp. 37-56).




[bookmark: _Toc993902200]Summary of Airbnb’s Business Model

[bookmark: _Toc340620950]Hosts
Hosts can generate income by renting out their empty accommodation; hosts are not charged anything to market their properties and have discretion over whether to accept bookings.

[bookmark: _Toc946635061]Guests
Provides opportunity for guests to book an Airbnb at a lower cost than other types of accommodation providers. 

[bookmark: _Toc2006748491]Value
There is a wide variety of accommodation options and facilities available on Airbnb, including apartments, bungalows, swimming pools, gardens, houseboats, yurts, etc. This enables visitors to personalise their search preferences and build a Wishlist. 

[bookmark: _Toc942444625]Risk
The insurance offered by Airbnb decreases risk for both hosts and guests by protecting both parties.




[bookmark: _Toc67071374]Strategic Management Tools

[bookmark: _Toc1709772453]Business Model Canvas - BMC

The business model canvas (BMC), created by Osterwald and Pigneur in 2010, is a BM visual representation that highlights strategic components and gives a general picture of how businesses create, deliver, and capture value (Osterwalder et al., 2010, p.15; Osterwalder et al., 2020, p. 335). Each of the nine key building elements contained within the matrix, illustrates how a company may seek to provide value and return on investment (ROI) for both stakeholders and customers.

[bookmark: _Toc1969596694]Summary of Airbnb key findings using BMC 

[bookmark: _Toc367195803]Key Partners
Airbnb’s partnerships can include relationships between non-competitors, strategic collaborations between competitors, collaborations between businesses. Hosts are the largest partnership, others may include professional photographers, insurance companies and investors, without key-partners Airbnb would not have a viable BM. 

[bookmark: _Toc2040794812]Key Activities
Airbnb creates value by providing key deliverables within its BM, such as; the development and maintenance of the multi-sided platform, which provides guest and host matching, and sales and marketing; in addition to customer service, governance and secure money exchange.



[bookmark: _Toc23512327]Key Resources
Arguably the key resource of Airbnb is the multi-sided platform, creating value through its brand and the vast array of property listings, two-way review systems and big data.

[bookmark: _Toc1360124051]Value Proposition
The value propositions Airbnb create include secure and easy to use online platforms where hosts can earn revenue and are in control of accommodation listings and booking acceptance, this is supported by the 24/7 customer support and guest profile checks. Guests can seek affordable accommodation fitting to their individual requirements. Airbnb provide insurance, payment security, two-way reviews and communication which provide value for all parties.

[bookmark: _Toc1391306228]Customer Relations
Airbnb’s brand value generates trust through its reputation, self-service facility and 24/7 communication, in addition its on-line community which can provide personal recommendations.

[bookmark: _Toc1146416484]Channels
Airbnb’s value channels are largely generated by on-line presence, enabling a global reach by encompassing its website, apps and various social media platforms that creates a community through sharing posts, stories and videos of their accommodation and experience; in addition, Airbnb utilise these platforms for digital marketing.



[bookmark: _Toc445140447]Customer Segments 
Airbnb create consumer value by catering for the different demands which each segment requires. For example, hosts who want to monetise their unoccupied accommodation, gain value proposition through Airbnb’s dynamic pricing which allows them the freedom to change listing dates, and acceptance or refusal of guest bookings through social profiling.  Whereas Airbnb provide value exchange to guests through its multi-sided platforms which offers the ability to search for suitable accommodation, location, dates at an affordable price.

[bookmark: _Toc1321402407]Cost Structure
Airbnb’s cost structure creates value by investing within all its key activities, resources and channels, by doing this, Airbnb ensures control of specific elements, such as; maintenance and development, sales and marketing, employee salaries, secure payment processing, plus legal and governance.

[bookmark: _Toc1068564585]Revenue Streams
Airbnb’s revenue is generated through its accommodation bookings from both hosts and guests, hosts are charged a host fee dependant on the booking and guests pay a service fee dependant on the reservation.




[bookmark: _Toc792559303]Strategic analytical Formulation Framework (SFF)

Clegg et al., (2019) define strategy as the knowledge and capability or power to turn visions into reality, the strategic formulation framework (SFF) a formal and structured strategic management tool, assists in the realisation of organisational goals and objectives. Developed by Fred David who argues a strategic process should be dynamic and continuous so organisations can easily identify areas of improvements, furthermore, notes using SFF improves communication, understanding and commitment due to the framework's quantitative nature, which provides a consistent approach where key deliverables can be easily measurable, challenged and prioritised (David, 2011). The framework is divided into three distinct stages; Input, Matching and Decision, businesses receive strategic data (Input), align important external and internal aspects (Matching), and then decide on a course of action (Decision). SFF combines nine frequently used planning matrices: external factor evaluation (EFE), Internal factor evaluation (IFE), Competitive profile matrix (CPM), Threats, opportunities, weakness and strengths (TOWS), strategic position and action evaluation (SPACE), Boston consulting group (BCG), Internal-external matrix (IE), Grand strategy matrix (GSM) and quantitative strategic planning matrix (QSPM).




[bookmark: _Toc471140791]Summary of Airbnb key findings using SFF

Through its marketing capabilities, SMAC-IoT can strengthen brand recognition and give P2P users the chance to promote their accommodation and experiential products, which can enhance SCM, ERP, and CRM. Additionally, Airbnb may improve user experience through its multi-sided platforms by implementing quality assurance controls, enhancing operational effectiveness in areas like online user security and safety, complaint handling, and user targeting, all of which will boost Airbnb's optimization and competitiveness.

[bookmark: _Toc644626096]Recommendations

[bookmark: _Toc1594431454]Seasonality
Proposing different revenue stream solutions to address seasonality variances, which can boost Airbnb host sustainability. This will require coordination and collaboration among key stakeholder groups (hosts and Airbnb)

[bookmark: _Toc1891463614]Regulatory
Develop methods to respond to external regulatory and legal demands.

[bookmark: _Toc1809538108]Diversification
Barriers to entry are frequently mentioned in this paper; the following could help Airbnb’s diversification, increasing its competitive advantage.

[bookmark: _Toc1075874114]Market Share
Increasing market share by accelerating celebrity and premium accommodation listings while keeping cost savings for consumers

[bookmark: _Toc92821046]Community
Community relationship building through the publication of emotional stories about users' relationships with communities, the customization of services based on local cultures and traditional needs, and the expansion of experiential tourism. Advertising initiatives in cultural locations and cities hosting events

[bookmark: _Toc506529240]Quality Assurance
Listen and act upon feedback obtained through root cause analysis of frequent complaints

[bookmark: _Toc978309366]Marketing
Increase supply of flight bookings, travel transfers, and tour guides by applying strategies and marketing assistance for partners. Introduce campaign initiatives to promote cultural sites and cities hosting events



[bookmark: _Toc1846692039]Introduction 

The sharing economy's prime example, Airbnb, will be critically examined in this report. The research paper will draw on a range of pertinent case studies and academic literature, including two important sources to facilitate critique.
 
The paper will seek to understand the impact on digital business, both now and in the future. Using a range of strategic methodologies related to managing contemporary digital businesses, the research will analyse Airbnb's business model, strategy, financial environment, and target groups, outlining its competitive advantage, challenges, and suggesting strategies for future growth.
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[bookmark: _Toc410846559]Airbnb business model

[bookmark: _Toc2027559825]Peer to peer market

Digital technological advancements through Internet of Things (IoT) and integration of different technologies (digitalised platforms and applications) have exponentially grown digital business through the advancement of networking, information exchange, communication, enabling collaborative consumption (CC) a new type of trading and sharing. Airbnb is a primary example of a successful peer-to-peer (P2P) e-commerce platform, offering direct consumer-to-consumer (C2C) exchanges (De Canio et al., 2020, pp. 2969-2989). P2P, the fastest-growing BM, is made possible through digital disintermediation and reintermediation of established sectors and marketplaces, broadening the parameters of CC, including business to consumer (B2C) and consumer to consumer (C2C). These digital enhancements, have broadened the parameters of CC, offering opportunities for ordinary people to provide services through P2P, in doing so creating a global phenomenon (Wu, Lee & Raynard, 2012; Buhalis et al., 2019; Ertz, Durif & Arcand, 2019, pp. 27-41; Lu & Tabari ,2019, pp. 13-26).

Businesses have challenges in enhancing their skills and business processes on a constant basis, which has increased the use of digital business transformation (DBT), (Akter et al., 2022). Artificial intelligence (AI), corporate analytics, cloud computing, IoT, mobile applications, and social media, among other digital technologies, have allowed for innovation. These technologies, known as SMAC-IoT (Social, mobile, analytics and cloud) technologies, markedly differ from traditional internal software and have given rise to globally renowned digital enterprises like Airbnb. These SMAC-IoT technologies form the foundation of an ecosystem that enables companies to make the switch from e-business to digital business (Sedera, Tan & Xu, 2022).




DBT redefines and recreates value propositions using customer relationship management (CRM), supplier relationship management (SCM) and enterprise resource planning (ERP). CRM systems and software tracks data communications. Airbnb have used Electronic-CRM (E-CRM) to enhance their customer service offerings, marketing and to automate processes, optimising customer experience. ERP is a group of incorporated, corporate-wide software programmes organisations use to manage daily activities such as; accounting, procurement, manufacturing, financial, distribution, project management, risk, human resources, supply chains and other business operations, to achieve their E-fulfilment.  ERP solutions essentially integrate across functions to produce a single, unified system as opposed to a collection of independent, siloed applications. A connected ecosystem of suppliers and consumers supported by their SCM, and community perspectives has enabled Airbnb to successfully establish and use their digitised connected ecosystem of suppliers and consumers within their networked BM. Additionally, Airbnb, the largest hotel chain in the world, does not own any accommodation, and therefore benefit from P2P as they avoid any depreciation on assets (Kim, 2019). 

Wu, Lee & Raynard (2012); Lu & Tabari (2019, pp. 13-26); Geissinger, Laurell & Sandström (2020) generally agree Airbnb’s BM and creative platform aided digital disruption of traditional accommodation sectors, enabling P2P collaboration between accommodation owners and consumers (Geissinger, Laurell & Sandstrom, 2020). Lu & Tabari (2019, pp. 13-26) suggest that technology and social realisation of potential financial gain are two main drivers within P2P (Midgett et al., 2018, PP. 51-71), this has facilitated P2P as a developing trend in the travel and tourism industry, demonstrating Airbnb’s BM as credible. Lu & Tabari (2019, pp. 13-26) state Airbnb is upending traditional hotel businesses, luring low-budget guests taking advantage of affordability, community settings, and convenient locations; but they question the practice’s sustainability (Bugalski, 2020, pp. 1-20).


[bookmark: _Toc2088835124]Strategy, competitive advantage and value

Wu, Lee & Raynard (2012) note Airbnb’s BM made it easy for people with underutilised assets to gain monetary benefit, growing its customer base and increasing revenue through free C2C platforms, enhancing Airbnb’s reputation, trustworthiness and brand value, all facilitating competitive advantage (Bugalski, 2020, pp. 8-12). Another competitive advantage within Airbnb’s BM is the vast number of listings, which increases demand, thus outperforming traditional businesses (Lu & Tabari, 2019, pp. 13-26; Bugalski, 2020, pp. 8-12). 

Wu, Lee & Raynard (2012) consider Airbnb’s focus on customer satisfaction as a unique advantage, differentiating them from competitors; however, numerous authors challenge the accuracy of ratings due to the vast amount of unoccupied accommodation and frequency of repeat consumer stays (Lu & Tabari, 2019, pp. 13-26), a bias towards positivity in many online rating systems (Bridges & Vásquez, 2018, pp. 2064-2068), and problematic complaint and resolution protocols (Moon, Wei & Miao, 2019, pp. 240-244).  Wu, Lee & Raynard (2012) and Lu & Tabari (2019, pp. 13-26) acknowledge that two-way customer ratings instil value and trust for consumers and hosts, important for pricing strategies and customer perception of value (Boswijk, 2017, pp. 104-114; Aznar et al., 2018, pp. 7-20).



[bookmark: _Toc600696396]Target groups

Airbnb has three value propositions: guests, hosts, and third-party service providers. Ranzini., et al (2017, p. 3) note the 19–35 age group are the majority P2P users, due to their familiarity of technology. Lu & Tabari (2019, pp. 13-26); Tan et al., (2022, p.176); Balaji et al., (2022, p. 100) state these guests aim to optimise their expenditure and increasingly search for local communities and experiences (Jiang, Balaji & Jha, 2019, p. 174; Pung, Del Chiappa & Sini, 2022, pp. 3204-3206). Consumer behaviour has changed with an increased environmental and economic awareness, shifting from consumption to P2P, driven by the younger generation who are largely technology proficient (Buda, Pethes & Lehota, 2019, pp. 15-17; Lu & Tabari, 2019, pp. 13-26). Hosts and third-party sectors within less visited communities benefit from the availability of local accommodation provided by Airbnb (Lu & Tabari, 2019, pp. 13-26; Mahmuda et al., 2022, p.270). Wu, Lee & Raynard (2012) identified opportunities for third-party partnerships and business to business (B2B) benefits within Airbnb, such as; airport transfers, transport rentals, and house maintenance (Matzner et al., 2021, pp. 150-157).

[bookmark: _Toc1806440109]Airbnb financial landscape

Airbnb allow hosts to operate dynamic pricing strategies and receives commission from every completed booking, arguably the cornerstone of Airbnb's profitable BM with its low-cost structure and minimal overheads (Wu, Lee & Raynard, 2012; Kwok & Xie, 2019, pp. 252-259; Lu & Tabari, 2019, pp. 13-26; Abrate, Sainaghi & Mauri, 2022, pp. 191-199). Wu, Lee & Raynard (2012) note that Airbnb reinvest profits to enhance services, improvements include: customer verification, theft and damage insurance, guest ratings and social connections. They also attribute Airbnb’s growth to expenditure on marketing and infrastructure, in addition to the upward trend in P2P; however, Chamusca et al., (2019); Lu & Tabari (2019, pp. 13-26) argue that the pace of Airbnb’s growth is slowing.


[bookmark: _Toc980249680]Current situation, challenges and future growth

The P2P market is in its infancy, there are low barriers to entry allowing other businesses/services to enter the market, threatening Airbnb’s competitive advantage (Wu, Lee & Raynard, 2012; Lu & Tabari, 2019, pp. 13-26; Gerwe, Silva & Castro, 2022, pp. 833-856). Lu & Tabari (2019, pp. 13-26); Guo et al., (2020, pp. 629-649) question whether P2P enhances or threatens traditional economies, pointing out concerns regarding legal and trust issues, such as: regulation, security and the lack of loyalty programs which could provide future challenges for Airbnb. Wu, Lee & Raynard (2012); Cui, Li & Zhang (2020, pp. 1071-1094); Jaeger & Sleegers (2020) express concern about potential damage to Airbnb’s reputation in scenarios like these, furthermore, Korže (2018) suggests the legal status of Airbnb's services are uncertain, adding that Airbnb need to address these challenges before growth expansion. 



[bookmark: _Toc811465188]Business Model Canvas (BMC)

The business model canvas (BMC) developed by Osterwald and Pigneur (2010), is a BM visual representation, emphasising strategic elements, and providing an overview of business' operations that create, deliver and capture value (Osterwalder et al., 2010, p.15; Osterwalder et al., 2020, p. 335). Divided into nine fundamental building blocks, illustrating the reasoning behind how a company aims to generate value and return on investment (ROI) for both stakeholders and consumers (Rodrigues, & Proença, (2022, p. 56). Chaffey, Hemphill, & Edmundson-Bird (2019) state the BMC is an effective framework for summarising strategy, especially useful for start-ups who must explain their BM to investors (Ricart & Casadesus-Masanell, 2011). Goffetti et al., (2022, p. 2032) notes the BMC lacks systemic thinking, which is necessary for identifying linkages and gaps, as each building block is considered as autonomous from the others; furthermore, Sparviero (2019, p. 237) noted that the BMC's methodology is stagnant and fails to capture strategic change.



Ronteau et al., (2022, p. 43) argue the BMC is more suited towards traditional pipeline B2C BM’s and should be modified to work efficiently within multi-sided platform BMs, such as P2P. Massa, Tucci & Afuah  (2017) argue traditional BM’s focus on what value their organisation can add, which could hinder innovation for sustainability, whereas a network BM approach considers value creation through co-creation, advocacy, and sharing with customers. Schaltegger, Hansen, & Lüdeke-Freund (2016); Bocken, Boons, & Baldassarre (2019, pp. 1501-1509); Bocken et al., (2019, p.2); Giourka at al., (2019, p. 7); De Giacomo, & Bleischwitz (2020) provide arguments supporting network approaches, improving value creation as it includes network-centric value propositions involving all ecosystem actors as value co-creators. 

Jabłoński, Timmers, & Sarkis (2020) substantiate this argument, suggesting that network BMs are more sustainable due to their holistic approach which considers the wider external environment. Network BM’s accommodate innovation, incorporating multi-stakeholder and value-stream processes, creating value and partnerships in a process of collaborative learning and innovation (Kraaijenhagen et al., 2016; Roome and Louche, 2016). To address wider concerns of sustainability and social factors not represented previously, several adaptations of the BMC have been suggested (Joyce & Paquin, 2016; Rose, Holgersson, & Söderström,2019; Braun, Schöllhammer & Rosenkranz, 2021; Dobrowolski, & Sułkowski, 2021) the most recent of which provides two additional aspects to the BMC, Sustainability and Social factors, addressing environmental concerns and stakeholder perspectives. For understanding Airbnb operations that create, deliver and capture value a standard BMC (Osterweld & Pigneur, 2010) will be used.




[image: ]Fig i, Image of Airbnb’s BMC, created using Canva, by Canva Inc. (Joy, 2023).

(Fig i) displays the BMC applied to Airbnb, detailing the value creation.



[bookmark: _Toc197993057]Strategic Analytical Formulation Framework - Airbnb

[bookmark: _Toc1663765965]Stage One

Within stage one, ‘Input’, three tools are used; (EFE), (IFE), and (CPM). Ghorbani et al., (2015, pp. 290-297); Phademrod, Crowder & Willis (2016, p. 1); Zulkarnain, Wahyuningtias & Putranto (2018) note how these quantitative planning tools can assist businesses to identify and evaluate internal and external factors to develop business strategies. EFE can reveal potential advantages and disadvantages, compiling and assessing various opportunities and threats to reveal competitiveness. IFE analysis aims to highlight strengths and limitations by evaluating internal structures, to better understand product categories, fundamental competencies, and strategic coordination. 

The limitations of using these tools are these are too broad and do not offer solutions to some of Airbnb’s external threats such as economic downturns, recessions and pandemics (Nhamo et al., 2020, pp. 183-204; Medeiros, Xie & Severt, 2022, pp. 274-283).


 
[bookmark: _Toc1609126531]Stage Two

Stage two, the ‘Matching’ stage, (Fig, ii) consists of five tools and seeks to combine both internal and external environments. Fitri et al., (2017, pp. 1-6); Zakaria, Arof & Tholarnathan (2022, pp. 49-60) state how TOWS provides a quantitative evaluation, enabling business to create, compare and decide business strategies through matching strengths to opportunities, and threats to weaknesses. Cocola-Gant & Gago (2021, pp. 1671-1688) note how Airbnb’s strength is its ever-expanding growth within new markets and service offerings, whilst Akarsu, Foroudi & Melewar (2020) conclude that opportunities exist for Airbnb to explore emerging countries and cities seeking to maintain sustainable tourism growth. A weakness of Airbnb’s BM is that P2P might not appeal within some cultures and markets, in addition Airbnb has reduced effectiveness on markets outside of Europe and the USA, which is a threat within the BM (Cheng & Zhang, 2019, pp. 288-303; Lee, Erdogan & Hong, 2021). Applying this tool provides analysis, supplemented by a quantitative evaluation of strategies based on multiple-criteria decisions. These can increase key success factors by identifying the best strategies to gain competitive advantage (Fitriani, 2022, p. 12). 

[image: ]
Fig ii, Image of SFF, created using word (Joy, 2023).




The SPACE matrix allows an organisation to analyse their competitive positioning, considering macroeconomic, microeconomic and financial factors, providing an holistic overview (Romanyuk et al., 2016, pp. 1-4; Elezaj & Morina, 2017, pp. 1071-1076; Wardhani & Dini, 2020, pp. 1520-1527). The competitive advantage recorded in SPACE matrix from dynamic pricing and low overheads may be limited if found to be unfair. Aznar et al., (2018, pp. 16-28); Lladós-Masllorens, Meseguer-Artola, & Rodríguez-Ardura (2020) note that dynamic pricing tactics may have an impact on the viability of the P2P digital accommodation market, is subject to misuse by hosts for financial gain, and may create unsustainable competition. 

BCG is used for long-term strategic planning, enabling an organisation to analyse their product offerings and explore opportunities for growth and future development (Johnson et al., 2020; Helmold & Helmold, 2021, pp. 11-31). The IE matrix is a vital, methodical management tool used to evaluate the condition and performance of an organisation (Putri & Riyanto, 2020, pp. 2455-2143). The IE Matrix and the BCG Matrix are both referred to as portfolio matrices since they both entail charting a company's divisions in a schematic layout, which incorporates an examination of both internal and external factors (Yie, Zhi & Ping, 2021, pp. 1-14).



The GSM consists of a quadrant matrix, split into rapid growth, slow growth, strong competitive position and weak competition elements. The tool assists within organisation planning to choose the best strategy, based on the positioning of its growth and competitiveness (Fig, iii).

[image: ]
Fig iii, Image of GSM (Bittner, 2016, pp. 161-166).

Airbnb has benefited from a series of vertical and horizontal integrations, Airbnb has gained value by increasing the variety of accommodation, this diversity, together with the services it provides, has contributed to an expanded market share and customer base (Henama & Apleni, 2020, pp. 22-38; Van Doorn, 2020, pp. 1808-1826). Airbnb’s position in the GSM falls into quadrant 1, due to their rapid market growth and strong competitive position. Von Briel & Dolnicar (2021) state, Airbnb’s competitive position, driven by the demand for low priced accommodation led to them capturing a larger market share, however, Davidson & Infranca (2018) note how the traditional accommodation providers perceive this as unfair and are seeking regulatory control, which might change their positioning in the GSM.



[bookmark: _Toc146769792]Stage Three

Stage three, ‘Decision’, the final step in SFF, a Quantitative Strategic Planning Matrix (QSPM), an analytical method created specifically to assess the relative attractiveness of various metrics - obtained by multiplying weights by total attractiveness scores (TAS). These scores assist in defining competing strategies that the business could take into consideration before choosing one best plan to implement (Walukow & Pangemanan, 2015, pp. 688-695; Rezazadeh et al., 2017, pp. 55-68; Zulkarnain, Wahyuningtias & Putranto, 2018; Alamanda et al., 2019, pp. 48-57) state how using QSPM makes it easier to see the connections between different factors, easier to consider all factors collectively and easier to form impactful decision-making choices as a result. 



[bookmark: _Toc1437502530]Conclusion

The success of Airbnb can be attributed to its original ideation process. Without owning any property, the business is profitable. The business concept enables hosts to be entrepreneurs while delivering value to guests looking for affordable and variety of accommodation. The report's discussion of strategic management tools can help Airbnb with its planning and strategy-defining processes. A practical strategic approach can be developed through the progression of vertical and horizontal integration, together with examination of both the internal and external environmental elements. Despite Airbnb’s Business model being easily replicated, the report details recommendations which will afford both sustainability and growth expansion for Airbnb. 
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