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1.0 [bookmark: _Toc65750465]EXECUTIVE SUMMARY 
This report critically examines Airbnb as an example of the sharing economy through the analysis of the financial landscape, the creation and evaluation of the business model canvas, the Strategic Formulation Framework (SFF) in particular, the Grand Strategy Matrix (GSM) and the use of information tools and systems such as the platform, CRM, SCM and ERP. The report will also examine how these systems support the key processes and functions of the business operations and activities.  
2.0 [bookmark: _Toc65750466]INTRODUCTION
Founded in 2008 in San Francisco, Airbnb has gained unprecedented popularity as the world’s leading peer-to-peer digital, online sharing economy platform, acting as a social marketplace and travel community for both hosts and travellers looking to rent holiday accommodation. (Airbnb, 2021). 
Airbnb was introduced to the market through the sharing economy. This platform has stimulated substantial public interest due to the impact it has on the social and economic system and as a result, companies such as Airbnb are gaining competitive advantage over more traditional market competitors. (Cheng, 2016). The availability of the internet, social networking platforms, mobile technology and location-based services are fueling the growth seen in the sharing economy and there is great benefit to individuals who are now able to capitalise via this platform on resources lying idle or underutilised. (Wu et al., 2012).
Airbnb focuses on a collaborative consumption approach, where idle and underutilised accommodation spaces are offered by hosts to provide travellers with unique, one-of-a-kind, authentic experiences all over the world. Through collaborative consumption, Airbnb facilitate the temporary access and non-ownership of accommodation space already owned by its hosts as well as its use of Web 2.0 and an online, digital platform which allows meaningful engagement and transactions to take place between its users. (Belk, 2014). Airbnb’s peer-to-peer online marketplace business model has facilitated the creation of a communicative platform, which allows engagement between its hosts, travellers and the company itself. 
The rapid trajectory in popularity and growth of the sharing economy is attributed to obtaining higher levels of value distribution within the supply chain and is directly linked to social and economic conditions. (Gansky, 2010). The rise in popularity of the sharing economy has seen Airbnb grow from just two hosts to over 4 million, across 100,000 cities in almost every country across the globe. (Airbnb, 2021). 
This report will attempt to critically examine Airbnb as an example of the sharing economy and through the use of academic sources, drawing on relevant theory and terminology, will analyse the financial landscape of Airbnb, the creation and evaluation of the business model canvas in relation to Airbnb, the strategic formulation framework (SFF) in particular where Airbnb sits within the Grand Strategy Matrix (GSM) and how this benefits strategic thinking and the use of information systems and how these support the business activities of Airbnb.
3.0 [bookmark: _Toc65750467]AIRBNB LANDSCAPE
Airbnb is an excellent example of one of the most popular and successful digital, e-commerce businesses which trade via collaborative consumption, on a peer-to-peer platform through the sharing economy. (Dolnicar, 2017). 
Airbnb’s ever-growing popularity and success have been apparent through their worldwide revenue trajectory which has seen a steady increase over three years with revenue figures recorded of 2.56 billion USD in 2017, 3.65 billion USD in 2018 and 4.81 billion USD in 2019. (Statista, 2021). Although, in 2020 Airbnb saw a drop in worldwide revenue to 2.52 billion USD, this was primarily as a result of the COVID-19 pandemic and the effect that this had on the travel and tourism industry all over the world. Many countries imposed stay at home/lockdown orders to restrict the movement of people and travel bans with the closing of international borders in order to prevent and/or reduce the spread of the virus across the globe. (Narayan et al., 2021). The United Nations World Tourism Organization announced that following the outbreak of the COVID-19 pandemic, the travel and tourism industry has been one of the worst affected in terms of both travel demand and supply. (UNWTO, 2020). It is no surprise therefore that Airbnb suffered a substantial drop in bookings through the platform. Unlike other sharing economy, e-commerce businesses such as Uber, who was able to diversify its activities in terms of carrying out deliveries instead of transporting people, Airbnb had been unable to do this, which makes them and their business model extremely vulnerable and leaves them in an exposed position in terms of gaining revenue to stay afloat. (Neate, 2020).
However, in December 2020 Airbnb made its initial public offering (IPO) debut and saw shares in the company almost double when they began trading on the Nasdaq stock exchange. (Feiner, 2020). This bold move will prove to be extremely lucrative in terms of securing further fortune for its founders and will enable staff to sell off up to 15% of their shares prior to the normal ‘lock-up period’. (Rushe, 2020). By releasing shares on the stock market, Airbnb are attempting to acquire shareholders, to secure investment and increase their market capitalisation which garnishes them with fluid income that they can invest. By engaging with the marketplace in this way and taking investment from shareholders, Airbnb is illustrating its intention to use the investment internally to grow various aspects of the business through this generated separate income stream. 
4.0 [bookmark: _Toc65750468]BUSINESS MODEL 
Timmers (1998) describes a business model as ‘An architecture for the product, service and information flows, including a description of the various business actors and their roles; and a description of the potential benefits for the various business actors; and a description of the sources of revenues’. (Timmers, 1998). This is supported by Osterwalder and Pigneur (2010) who liken a business model to that of a blueprint for strategy implementation, and define it as the way an organisation creates, delivers and captures value. (Osterwalder & Pigneur, 2010). To obtain competitive advantage, a company must be able to state clearly what its value proposition is.  In terms of Osterwalder & Pigneur’s (2010) theory, they believed that a business model is defined through the ‘Nine Basic Building Blocks’ that highlight the logic in terms of how a business aims to make money. These nine blocks encompass customers, offer, infrastructure, and financial viability and are considered the four main areas of focus within business. (Ibid).  
Airbnb’s business model is peer to peer as the business itself has created an intermediary, meaning that is it the model within the platform allows the exchange between the buyer and the seller to take place. Its business model activities facilitating this is the intermediary model and the marketplace model.
The nine building blocks used by Osterwalder and Pigneur (2010) to develop the Business Model Canvas (BMC), are a concept which allows a business to describe and manipulate their business models in order to create, develop and implement strategic alternatives. (Ibid). These nine building blocks will be applied to Airbnb to further determine their business model activities and assess areas for strategy implementation. 
4.1 [bookmark: _Toc65750469]BUSINESS MODEL CANVAS 
In terms of digital business, the BMC is a visual modelling tool, utilised by companies to assist in the creation and design of their business models through nine building blocks. The BMC is an emergent process. As strategies evolve and respond to changes within the internal and external environment so too does the organisation’s business model. (Fritscher & Pigneur, 2014). This modelling tool is used to identify the mini models that are to be included within the main business model and by undertaking the BMC, an organisation can identify weaknesses and use strategic tools to convert these into opportunities. Essentially, the BMC develops business strategy by drawing out and examining its initial business model. Casadesus-Masanell and Enric Ricart (2010) believe that strategy refers to the business model an organisation chooses through which it will compete within the marketplace and the tactics that the organisation choses to employ refer to the choices available by virtue of the business model it currently undertakes.  (Casadesus-Masanell and Enric Ricart, 2010).
The Nine Building Blocks are described in detail below and have been discussed in relation to Airbnb. 








4.2 [bookmark: _Toc65750470][image: ]THE NINE BUILDING BLOCKS 



























4.3 [bookmark: _Toc65750471]AIRBNB BUSINESS MODEL CANVAS
Figure 1.0 illustrates the Business Model Canvas for Airbnb, which has been carried out in relation to their current business activities and operations based on their business model and the nine building blocks. 
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5.0 [bookmark: _Toc65750472]STRATEGY FORMULATION FRAMEWORK
Devised by Fred David, the Strategy Formulation Framework (SFF) (Figure 2.0) is a structured tool which is illustrated through three specific stages that an organisation should follow in terms of its key strategic decision making.   
[image: ]Figure 2.0
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The SFF contains a quantitative scoring system which is split into ‘weighting’ and ‘rating’ and each factor is given a particular score based on its priority level over others. To determine the priority, the weight is multiplied by the rating to obtain a value that can be added up. Unlike strategic analysis tools used in traditional business, in digital business the SFF can easily capture live information on a more regular basis by way of quantitative scales which can be fed back into the organisation for more efficient fact-based strategic decision making. (David, 2011). A value can be applied based on internal knowledge of what the company is attempting to achieve and by utilising the various strategic tools with their individual quantitative values, it is much easier to establish areas that may have been overlooked and areas that may need prioritisation. (Ibid). 
The SFF allows the application of quantitative values to establish a comprehensive summary in terms of clear strategic decision making. It is noted however that this tool is extremely beneficial to larger organisations but is far too detailed to apply to smaller organisations. (David, 2011). 
5.1 [bookmark: _Toc65750473]THE GRAND STRATEGY MATRIX 
The Grand Strategy Matrix is contained within Stage 2, The Matching Stage of the SFF and is an extremely useful strategic tool to determine where an organisation resides in terms of market growth vs competitive position. (David, 2011).
Figure 3.0 illustrates The Grand Strategy Matrix which has been completed in relation to Airbnb. 
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(David, 2011).
Airbnb’s positioning on the matrix is defined by its strong competitive position and rapid market growth. Research suggests that Airbnb have shown growth in terms of product development and related diversification to their platform with their ‘experiences’ element of the business which has created a completely new avenue and added further incentives for travellers and hosts to utilise the platform. (Airbnb, 2021). 
Airbnb have also successfully penetrated the hospitality market through the sharing economy and have significantly disrupted the hotel industry by providing travellers with more choice, offering them unique, one-of-a-kind experiences. (Li & Tabari, 2019). Though 2020 saw a drop in revenue as a result of the Covid-19 pandemic, it is likely that when stay at home restrictions and travel bans are relaxed, more people will likely look for self-catering accommodation through Airbnb because of being able to stay within their bubble and prevent the spread of infection.   
Their intention to grow and build on current strategies is also visible through their recent IPO debut and through the investment from shareholders, Airbnb are intending to use this investment to further develop the business internally, creating a stronger competitive position through fluid income streams. 
6.0 [bookmark: _Toc65750474]KEY TOOLS/SYSTEMS
Digital/e-commerce businesses, such as Airbnb rely on technologies that enable the processes and functions of the organisation and essentially there are four key tools/systems which are essential to their activities.   
6.1 [bookmark: _Toc65750475]THE PLATFORM 
Airbnb have what is known as a multi-sided platform because it allows the information exchange and the transfer of funds between one side and another which is directly mediated by technology. The platform used by Airbnb allows the supplier (host) to exchange information with the customer (traveller) facilitating multi-sided engagement. The technology that Airbnb use, runs on Amazon Web Services. (AWS, 2021). AWS provide Airbnb with platform services for a fee which allows them full access to cloud services. (Ibid). The platform allows the connection between all the parties from different sides of the market to connect the buyers and sellers. 
6.2 [bookmark: _Toc65750476]CUSTOMER RELATIONSHIP MANAGEMENT (CRM) 
CRM is described as an ‘enabling technology for organizations to foster closer relationships with their customers’. (Rababah et al., 2011). The system enables an organisation to build sustainable relationships in terms of customer knowledge and satisfaction. (Ibid). Airbnb use a CRM system to capture information about their customers via the use of Web 2.0 social media technologies. (Akshay, 2014). Airbnb capture internal and external customer discussions in their unstructured formats through tools such as Facebook, Twitter, media posts, reviews etc. via push and pull technology. Their CRM system contains libraries and formulas that have the relevant algorithms to negotiate the coding which allows them to pull the information into a database where it can be analysed to search for patterns within the discussions and pinpoint how best to respond to the customer, address their requirements and determine their level of happiness, thus building stronger consumer relationships. 
This can be considered as the sell side implementation of these activities. The goal of Airbnb is to convince their customers that they are adding value to their purchase by creating partnerships between the suppliers (hosts) and the customers (travellers). The reviews garnished from previous customers are the means by which they determine how well this connection has been made and this information is pulled in the CRM for analysis. Airbnb then pull this information back into their ERP for separate analysis. 
6.3 [bookmark: _Toc65750477]SUPPLY CHAIN MANAGEMENT (SCM)
Dave Chaffey (2007) defines SCM as the optimisation and coordination of all supply operations and activities of a particular organisation from its suppliers and/or partners to its customers and states that supply chain is associated with material and information flows. (Chaffey, 2007). These operations can be split into three categories of either Upstream Supply Chain activities (where transactions take place between an organisation and its suppliers and intermediaries which is considered equivalent to buy-side e-commerce), Internal Supply Chains (where internal processes for transforming inputs into outputs takes place) and Downstream Supply Chain activities (where transactions take place between an organisation and its customers and intermediaries which is considered equivalent to sell-side e-commerce). (Ibid). 
Airbnb have databases to hold information about their suppliers (hosts) and the system standardises all relevant information so that they connect and coordinate transactions between the supplier and the customer. The system in place on the platform in Airbnb’s case, would be the booking system and this can be considered as the inventory; this is where information is contained regarding all suppliers and customers and is housed on the SCM system. Airbnb must ensure they have enough choice of suppliers to match the needs of the customers.  
6.4 [bookmark: _Toc65750478]ENTERPRISE RESOURCE PLANNING (ERP) 
Shehab and Spedding (2004) define ERP as an integrated business management system that comprises comprehensive software, applications and tools used by organisations to manage all business functions including finance and accounting, sales and marketing, HR, SCM, CRM etc. (Shehab & Spedding, 2004).
Airbnb’s ERP system connects all the functional areas of the organisation into one software system that sits on the platform.  Airbnb previously would have had separate databases such as inventory, invoices, SCM and CRM etc., therefore the ERP software captures all the internal and external information relating to each database into one system so that all parts of the business have access to it in real time. 
The ERP system is also connected to the SCM system and the CRM system, this allows a much more fluid conversation between the decisions recorded internally and how they are capturing new information from the customers. All the information is fed across the system in the ERP. 
7.0 [bookmark: _Toc65750479]CONCLUSION 
Airbnb is an extremely successful peer-to-peer digital, online sharing economy business with a clear focus on collaborative consumption and non-ownership through the rental of accommodation space on short term contracts. Their key objectives focus primarily on creating value between their suppliers (hosts) and their customers (travellers) and this is done through their efficient peer-to-peer platform, where all meaningful transactions and engagement take place. Airbnb have a highly successful business model and by utilising strategic and analytic tools such as the Strategy Formulation Framework (SFF) they are rewarded the foresight to see areas of weakness as opportunities to develop and grow. This is noted when, through diversification, Airbnb began offering their ‘experiences’ and again in 2020 when they saw a poor year of revenue growth primarily as a result of the COVID-19 pandemic, yet, through strategy implementation, were able to see an opportunity and made their initial public offering (IPO) which saw shares in the company almost double when they began trading on the Nasdaq stock exchange. Airbnb rely on the use key digital systems and mediated technologies which enable processes and functions essential to their business operations and activities such as the use of the platform, CRM, SCM and ERP. It is through these systems that Airbnb can carry out and facilitate all essential functions in terms of their business model, the reason they are continually attracting and maintaining such high levels of both hosts and travellers and why they are currently the leading peer-to-peer accommodation network in almost every country around the globe. (Dolnicar, 2017). 
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The Input Stage contains three different strategic analysis tools including the External
Factor Evaluation (EFE) Matrix (also known as a PESTLE), the Internal Factor
Evaluation (IFE) Matrix (also known as a SWOT), and the Competitive Profile Matrix
(CPM) and these are considered the basic input information that is required to formulate
and devise strategies. (Torlak & Sanal, 2007). These tool findings are linked into:

Stage 1 — The
Input Stage
Stage 2 — The

Matching Stage

The Matching Stage contains five analysis tools, namely a SWOT Matrix (which is

Evaluation (SPACE) Matrix, the Boston Consulting Group (BCG) Matrix, the Internal-
External (IE) Matrix, and the Grand Strategy Matrix and these are aligned in terms of key
external and internal factors to generate suitable alternative strategies. (Torlak & Sanal,
2007). The results from these tools are taken into:

Stage 3 — The
Decision Stage

Stage 3 contains one technique known as the Quantitative Strategic Planning Matrix
(QSPM) which is used to summarise and filter down the findings to determine the key
strategic areas that need to be addressed and what strategies can be put in place to achieve
the desired outcomes. (Torlak & Sanal, 2007).
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Customer
Segments

“There are several different levels within the customer segments building block including mass
market, niche market, segmented, diversified and multi-sided pltforms and essentally, the
customer segments identify who the organisation aims 10 reach and serve. (Osterwalder &
Pigneur, 2010). Airbb can be considered as mass marke because they appeal 0 any audience.

Value
Proposition

“The value proposition refers 1o the products and/or services that creates value and exceeds.
‘competion for the customer segments. (Osterwalder & Pigneur, 2010). Airbab create value
propositions by enabling hosts to lst accommodation space/property on the platform which in
tum derives a revenue; Airbab also provides the insurance 10 the propertes listed on their
platform: it offers travelers cheaper alteratives in terms of staying with hosts in their own
residence it fciltates transactions 0 take place in terms of booking accommodation space; the
platform has a ating and review system for both hosts and travellers and has an excellent web.
based siructure and an efficient user-friendly app. (Singla, 2021).

Channels

“This building block refers o how an organisation communicates and engages with its customer
segments to facliute value proposition. (Osterwalder & Pigneur, 2010). Airbab ensures that s
website has clear and efficient communication links and touch points tha can conneet them to
their customers. These links are diectly through Web 2.0, media channels, videos etc.

Customer
Relationships

“This refers to the types of relationships that an organisation may establish with their specified
customer segments and what their molivations are for doing so. (Osterwalder & Pigneur, 2010).
Airbrib motivations have changed due (o the power distibution brought about by the sharing
economy. This has ultimately resulted in an improvement in the exchange of information
primarily due (0 the consumer-to-consumer (C2C) activiy. Customer relationships have been
‘much improved through sharing for profit, using idle and under-utilised resources and through
cocreating i terms of taking on board reviewers' comments and responding to ther n a timely

“Thisis described as the captal generated from cach customer segment. (Osterwalder & Pigneur,
2010). Airbnb derives it revenue siream through renting and graning temporary access 10
‘accommodation space for a short-term period in exchange of a fee. The lender benefits from
reoceurring revenics and the lessees enjoy the benefit of reduced fees due to limited length
contract.

Key resources are referre to s the assets which are most essential in terms of a functioning
business model. (Osterwalder & Pigneur, 2010). Airbab's key resource is their peer-io-peer
platform which they have fll ownership over. This platform allows meaningful digital functions
o take place including connecting hosts and traveller, allowing bookings, transactions and
exchanges of information.

“This is referrd to as the actvites which must be undertaken to ensure a fully functioning
business model. (Osterwalder & Pigneur, 2010). Airbnb operate through the sharing economy as
a digita, e-commerce accommodation rental company. Their key activites include sales,
marketing, customer service, quality control, platform development ec.

Partnerships

“This refers tothe network an organisation has with suppliers and partnerships in order to faclitate
a functioning business model._ (Osterwalder & Pigneur, 2010). Digital businesses have main
control ver their own activitis but ae sble to spot diree inks between their business and other
businesses in terms strategic positioning and gaining competitive advantage where they acquire
a similar business, and this s done through vertical integration and horizontal integration. Airbnb
has fostered key partnerships with their suppliers (hosts), professional photographers, ravel and
tourism operators, insurance companics and sharcholders and investors.

“This refers to allthe costs incured in order to faciltate the business model and determine where.
these costs can be reduced. (Osterwalder & Pigneur, 2010). The cost structure of Airbab include
costs associated with AWS, platform development, sales and marketing, credit card processing
costs, insurance costs, legal costs, employee salaries and customer acquisition costs.
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