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Abstract

Airbnb, the largest networked hospitality platform, originated in “social travel” and is still
associated with the “Sharing economy’ and with altruism. But since 2008, it has evolved from
sharing spare rooms and “living like a local” into a very successful business. Now that Airbnb
beats the major hotel chains in accommodation offered and in valuation, we can argue many
did not realize the extent and the power of the disruptive business model of “networked
hospitality”. Building upon a previous scenario study about the potential future growth of
Airbnb (Oskam & Boswijk, 2016), this paper will analyse the phenomenon in Amsterdam
using data collected from the company’s website. It will propose a research agenda identifying
further knowledge gaps. The study seeks to contribute to the understanding of networked
hospitality businesses to inspire strategies in for the hospitality industry and regulatory policies
that foster innovation and reduce harmful side-effects.

Keywords: Airbnb, Experience, Innovation, Shared economy, Touristification, Trends

Introduction

While the initial web-driven initiatives in “social travel” revolved around the adventurous and
altruistic motivations of offering people a place to stay and sharing experiences, networked
hospitality businesses turned the “inviting strangers to your home” concept into a for-profit
model. With the anecdotal origin of two recent university graduates converting their home into
an “Air Bed & Breakfast” by offering overnight stays on air mattresses during a San Francisco
conference in 2007, Airbnb created a commission-based web-platform for room sharers and
travellers. A few years later, the offer on the company’s website goes way beyond air
mattresses and people’s spare rooms: with Manhattan lofts for $1.000 a night, luxury houses
in Paris for multiple times that amount or properties in Barcelona for groups of up to 20 people
—to name just a few examples—, Airbnb has become a competitor and a disruptor for the
traditional hospitality industry.

The business model has seen a rapid growth in the past decade: Airbnb was valued at $24
billion in May last year and projected $10 billion in revenues for 2020 (Winkler & MacMillian,
2015), with around 2 million global listings by the end of 2015 (O'Neill & Ouyang, 2016).
Academic research and publications lag behind this development; their number does not yet
reflect the importance the phenomenon has acquired. This means that currently consultancy
reports combined with partisan publications —advocating either the suppression of Airbnb and
similar companies® because of what is deemed as “unfair competition” with traditional hotels,
or the altruistic nature of these initiatives by “sharing economy” ideologues— are the main
sources of information.

L Airbnb is analysed as networked hospitality market leader; the phenomenon includes several other
companies as Homeaway, Wimdu or Housetrip.
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This conceptual paper builds upon a scenario study published earlier this year (Oskam &
Boswijk, 2016) in which insights from academia and other sources were combined with
industry input to envision further plausible developments in networked hospitality. This article
identified information ownership and multilistings as unresolved topics for debate. We will
now further elaborate on the information gaps in order to propose a research agenda for
academia.

Concepts defined: Airbnb and “sharing”
The business model and growth dynamics of networked hospitality are best explained by the
two sided markets theory (Rochet & Tirole, 2004; 2006). This type of business model connects
two groups of clients; their value is derived from ample client bases. This explains that unlike
traditional business models, these platforms see increasing returns of scale if their businesses

grow, a circumstance leading to an oligopolistic “winner-takes-all” competition (Eisenmann,
Parker, & Alstyne, 2006; Oskam & Zandberg, 2016).

Bauwens has underscored the “extractive” nature of platforms as Facebook, Uber and Airbnb.
The value is created in these cases by clients or platform users, and subsequently hijacked or
extracted in a profit driven business model. These platforms should be distinguished, he argues,
from “generative” platforms, which allow users to reinvest the generated value in their
communities (Araya, 2015).

This distinction helps us clarify the ill-defined “sharing economy”. Initially, this concept was
understood as aimed at an efficient use of underutilized assets for social and environmental
benefits. This interpretation is illustrated by Botsman’s example of the power-drill (2010). It
seems however that the similarity of internet-based platforms is the main reason why the
“sharing economy” concept now has expanded to two sided businesses as Uber and Airbnb.
However, as argued in aforementioned scenario study, residential apartments are not power
drills:

e It can be discussed whether housing is an underutilized asset. In any case, in those
instances where a resident leaves his house to rent it, we see substitute use rather than
additional use;

e The demand for holiday rentals is far more elastic than for the typical power drill;

e Unlike underutilized power drills, the short-stay rental of private homes entered in direct
competition with an existing market. (Oskam & Boswijk, 2016, p. 26).

In other words, Airbnb is a platform for economic transactions wrongly categorized as
“sharing”. Nevertheless, studies of the phenomenon must consider this label as it has become
part of the company’s image and marketing policy. With the “sharing economy” redefined by
Airbnb founder Joe Gebbia as “commerce with the promise of human connection” (2016), the
concept has been adapted to cover the company’s business proposition.

In future research, this debate on the platform’s purposes —social or commercial— will be
key. Within this debate, the “human connection” element has been isolated as an element that
links Airbnb’s proposition to a confused understanding of “sharing”. The platform or, more
precisely, “two-sided” nature will be important to understand future competitive forces in
networked hospitality.
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Literature Review

Holistic studies of the causes and impact of the rise of networked hospitality are Guttentag
(2013), Zervas, Proserpio and Byers (2014), Oskam and Boswijk (2016) and O’Neill and
Ouyang (2016). Other authors have studied specific aspects of the phenomenon. Several
studies have advocated its place in the “sharing economy” or “collaborative lifestyle” (Gansky,
2010; Rothkopf, 2014; Ikkala & Lampinen, 2015). This message is contradicted by most
studies on consumer motives, in which idealism seems to play a secondary role. For guests,
Airbnb is primarily a low-cost option (Guttentag, 2013; Liang, 2015); hosts are also driven in
the first place (IPSOS, 2013; Holte & Stene, 2014; Hamari, Sjoklint, & Ukkonen, 2015) or to
an important degree (Glind, 2013; Stors & Kagermeier, 2015) by financial motives. As argued
before, the “sharing philosophy” is important in Airbnb’s marketing strategy, to persuade hosts
and guests to join the network (Stern, 2010; Yannopoulou, Moufahim, & Bian, 2013).

Trust is an important issue in e-commerce, even more if besides the commercial transaction it
involves personal contact as in Airbnb (Kohda & Masuda, 2013; Gebbia, 2016). Airbnb works
with a mutual review system for hosts and guests that on the one hand contributes to the
“community” feeling, but on the other hand diminishes the reliability of reviews with an
upward effect on their scores (Finley, 2013; Guttentag, 2013; Slee, 2013; Ikkala & Lampinen,
2014; Lehr, 2015; Zervas, Proserpio, & Byers, 2015; Ert, Fleischer, & Magen, 2016). Other
studies address the legal grey areas in which Airbnb operates (Kaplan & Nadler, 2015;
McNamara, 2015).

The first study to quantify the impact on the hotel industry, was Zervas et al. (2014), who
estimate a 13% loss of room revenue for Austin and a 0,35% decrease in monthly hotel room
revenue for every 10% increase in Airbnb listings for Texas in general. A potentially negative
impact on cities and residents —primarily because of “touristification”— has been diagnosed
in various publications (Blickhan, Birk, & Grube, 2014; Filler & Michel, 2014; Arias Sans,
2015; Kagermeier, Koller, & Stors, 2015; Oskam & Boswijk, 2016). A specific problem —
though hard to quantify— is the rise of residential housing prices and rents (Zervas et al., 2014;
New York State Attorney General, 2014; EY Espafia, 2015; Sabatini, 2015).

O’Neil & Ouyang still see an ongoing growth during the past year (2016), and analysts forecast
a further growth: bookings are projected to grow to 100 million beyond 2016; with a 40% to
50% growth in listings per year, Airbnb could make up 3,6% to 4,3% of accommodation
inventory by 2020 (Huston, 2015). Whereas initially Zervas et al. only saw an effect on lower
end hotels (2014), the platform has started to compete also with luxury accommodation (Les
Echos, 2015). Airbnb successfully entering the business market would further shake up the
hospitality industry (Kurtz, 2014; Takhur, 2015).

The future scenarios for the development of Airbnb (Oskam & Boswijk, 2016) are not
presented as predictions of the company’s future but as plausible outcomes of current and
future developments. These outcomes diverge depending on the type of tourist market —stable
or growing— and the strictness of regulatory policies: more relaxed regulations may step up
incentives to innovate, while popular destinations may see a stronger impact. The most
unsettling scenario is the combination in which Airbnb is loosely regulated and booming
tourism attracts investors: the resulting commercialization of neighbourhoods may lead to a
displacement of residents by tourists.
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Key issues: data ownership

An important issue that local governments as well as researchers face is a lack of available
data. Airbnb possesses these data but, unlike for traditional hotels, no obligation is imposed to
disclose these. This makes it impossible to enforce regulations —such as taxation or rental
limitations— but also limits insight in visitor streams. Agreements between cities and Airbnb,
such as the one in Amsterdam, rely on information provided and on self-regulation adopted by
the company. Both Amsterdam and the UK Office for National Statistics recently announced
new monitoring methods to breach Airbnb’s data monopoly (Kraniotis, 2016; Ward, 2016);
but success in such a data ‘arms race’ seems not guaranteed.

The purpose of withholding visitor data is not just to dodge regulatory measures; they are an
obvious source of competitive advantage in areas as revenue optimization or customer
satisfaction (McAfee, Brynjolfsson, Davenport, Patil, & Barton, 2012; Norton, 2015; Xiang,
Schwartz, Gerdes, & Uysal, 2015; Turnbull & Heinz, 2015). It will be interesting for future
research to monitor to what extent platform based businesses as Airbnb and OTAs will
outperform traditional hotel companies in this area.

Although the data themselves are not disclosed, Airbnb has developed an active policy of
publishing impact reports produced by renowned consultants and based on their secret data.
Not surprisingly, these reports underscore the economic impact of Airbnb visitors, the
spreading of tourism to peripheral neighbourhoods and the contribution to the livelihood of
lower income or non-traditionally employed residents. These findings, however, cannot be
corroborated by independent studies. Other outcomes make little sense, as long as we do not
know what questions have been asked, such as the claim that almost all guests (93% in
Amsterdam and Paris, 96% in Barcelona) want to “live like a local”. The presentation of
findings may also obfuscate the nature of the business. In particular, it may be true that the
vast majority of Airbnb hosts (e.g. 87% for Amsterdam, 90% for New York) are non-
commercial sharers of their primary residences; what is under debate however is not the
percentage of hosts —where those with one single property naturally form a numerical
majority— but the percentage of properties offered commercially (Airbnb, 2012; 2013a; 2013b;
2013c; 2013d; 2013e; 20144a; 2014b; 2014c; 2015).

This means that, besides hindering regulation and achieving competitive advantage, the lack
of transparency serves a third purpose: a marketing and lobbying strategy to attract guests and
hosts and to convince city authorities to adopt benevolent policies. To support this message,
strong lobbying investments have been reported for companies as Airbnb as well as Uber
(Guttentag, 2013; Sottek, 2014; Lehr, 2015; Vekshin, 2015). Apparently the goal is to seek
agreements such as with San Francisco, Portland, Amsterdam and Paris (Davies & Mishkin,
2014; France 24, 2015), which allow for further expansion in exchange for certain self-
regulatory measures and the payment of tourist tax — the amount of which seems to be
established by Airbnb itself.
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Key issues: commercialization

This carefully cultivated image —put simply, hipsters with a spare room— is contradicted,
however, by the reality of commercial providers on the Airbnb platform. We can safely assume
that Airbnb activity is commercial if hosts offer more than just their primary residence: in this
case, we see residential housing turned into tourist accommodation rather than an intensified
use of available assets. Different studies have estimated the commercial share of Airbnb
listings between 25 and 60% of Airbnb accommodation (New York State Attorney General,
2014; Arias Sans, 2015; Cox, 2015; Oskam & Boswijk, 2016; O'Neill & Ouyang, 2016).

These so-called ‘multilisters’ operate in a shady area for which reliable data are hardly
available. Big multilisters in fact operate illegal hotels, but these are hard to detect especially
if housing market regulations prevent commercial exploitation. In Barcelona, with a mainly
private housing market, 2,5% of hosts control 30% of entire apartment rentals (Arias Sans,
2015). In the United States, commercial Airbnb activity seems alarming, especially if we
consider that large institutional investors may prepare to enter this market once current
uncertainties are removed (Realty Shares, 2016). In the case of Amsterdam, multilisters with
tens or hundreds of properties are not owners but intermediaries, although we cannot exclude
that these are used to conceal the identities of private or institutional investors.

Equally interesting is the contingent of multilisters who offer less than 10 properties. These
represent almost 23% of the offer in Amsterdam. In the case of hosts with 2 offers, one can
imagine explanations other than a fully commercial operation: houses with 2 spare rooms,
duplicate listings for one property, family situations. A sample of triple-listers shows a
prevalence of small investors, who apparently prefer tourist accommodation as a more secure
and more profitable option than stocks or saving accounts.

Regardless of the size or motivation of multilisters, the effect of these operations is a
conversion of residential housing into vacation rentals. An unavoidable consequence will be
that rents and housing prices will go up, as well as tourism weariness. In extreme scenarios,
residents become obliged to commercially “share” their houses with tourists to compensate for
rent inflation. A quantification of these effects is needed, even though they are hard to separate
from other causes.

Key issues: experience innovation

Airbnb has introduced or accentuated experiential aspects as “living like a local”, surprise and
community building. These aspects are strongly marketed and they are mentioned as an
important, albeit not the primary, motivation for guests (Guttentag, 2013; Liang, 2015).
Similar innovations have been adopted by companies as CitizenM, Zoku or Yays. Emerging
cooperations between hotels and vacation rentals (such as the acquisition of Onefinestay by
Accor) or emulations as suggested by Richard & Cleveland (2016) show the importance of
further research into the experiential innovations driven by networked hospitality.

Our intuitive profile of the Airbnb user —the adventurous young urban professional— is based
on brand image and impressions from the early stages of the company. Its growth makes it
improbable that this limited profile is still accurate, but we need to study the new market
segments Airbnb has incorporated: the proposition seems more attractive to families and large
parties than hotels, and we may also expect a more general, less off-the-beaten track public to
use Airbnb for city trips. Therefore, guest profiles need to be updated and their share needs to
be guantified. This becomes especially relevant in understanding the concept’s potential for
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the business market, where Airbnb claims successes among Silicon Valley companies and for
trips requiring team collaboration (Newcomer, 2015; Fuscaldo, 2015).

Once we know who the current Airbnb users are, a more systematic insight into their
motivation and satisfaction can be developed. A guest journey analysis will be crucial for the
hospitality industry to strategically address market developments promoted or made manifest
by networked hospitality platforms. Given that guest satisfaction data are biased because of
mutual reviews and community feelings (Fradkin, Grewal, Holtz,, & Pearson, 2015; Ert et al.,
2016), further study is required to compare satisfaction with Airbnb experiences with those in
hotels.

Approaching the numbers

However, the most important knowledge gap is, in the absence of data provided by the
company, the lack of pure numbers. The most accurate approach is scraping these data from
listings advertised on the website. Even though Airbnb questions the reliability of this method,
it fails to support this criticism with the hypothetical proof that could be found in the data it
chooses to withhold. In our estimates for the city of Amsterdam, data for every single property,
collected from the Airbnb website on a daily basis for more than one year, were used.?
Algorithms determine the interpretation of availability data, leading to a 10% bandwidth.
Calculations are based on the entire population (3.808.021 records). Whenever possible,
findings have been triangulated with information from other sources.

In August 2015, Amsterdam had 436 hotels totalling 29.152 rooms and 64.115 beds (Gemeente
Amsterdam, 2015). The total Airbnb listings detected in this period were 18.845, with a legal
occupancy cap of 60 rental days per year. Total revenue was close to €110 million. Two thirds
(12.365) of these properties were single listings; 1.184 of hosts offer two properties (12,8% of
the offer), 464 hosts have more than two but less than 10 listings (9,8%) and 9,9% of total
listings were offered by 50 hosts with ten or more properties.

Both for managing visitor streams and for practical purposes as taxation, the number of visitors
constitutes key information for all stakeholders at a destination. Amsterdam received 6,8
million hotel guests in one year, of which 5,4 million internationals.® In 2015, between
740.178 and 825.497 Airbnb overnight stays were detected in Amsterdam. The average length
of stay was 3,8. Data about party size are unavailable; this number is estimated for each
property as the average of 2 and the maximum capacity for that property. These data combined
give a total visitor number of 490.000 (min.) to 548.000 (max.), an amount that concurs with
the NBTC survey based estimate of 550.000. Review samples show that the vast majority of
Amsterdam’s Airbnb guests are international (97-98%). This means that for international
tourists, the market share of Airbnb is now close to 10%.

One of the effects Airbnb claims to achieve is the distribution of tourism from city centres to
residential neighbourhoods, thus generating economic benefits for city residents. Such an
effect would be welcomed by the city of Amsterdam in order to reduce pressure on tourist
hotspots. However, the Airbnb studies fail to specify what they define as “city centres”. In
Spain, the Ernst & Young study reached the opposite conclusion: 73% of the networked

2 Asin the O’Neill and Ouyang report (2016), data were collected (from October 2014 — January 2016) and
provided by Airdna.
3 Data provided by NBTC Holland Marketing (December 2014 — November 2015).
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hospitality is concentrated in tourist areas, versus 42% of hotels (EY Espafia, 2015). Our
numbers for Amsterdam confirm this conclusion: 25,5% of properties and 39,3% of Airbnb
revenue are found within the narrowest delimitation of the city centre (canal zone); if the
adjacent tourist areas (park and museum districts) are included these percentages rise to 70,4%
and 79,0%, respectively.

The explosive growth of the phenomenon is clearly reflected in the data available from October
2014 to January 2016. Booked room nights per month increase with 265% in this period, from
32.346 t0 118.176, and total monthly revenue with 253%, from 4,8 million to 17 million euros.
This growth is less spectacular in the city centre (192-197% and 213-227%), maybe indicating
that the eligible housing stock in these areas starts flattening out. ADR is more or less stable,
with a slight decrease from €163 to €159.

Discussion

The main limitation of these calculations, and the main difficulty for future research suggested
in this paper, is the unavailability of publicly accessible research data. This lack of
transparency is key in the commercial strategy of a 25 billion dollar multinational company
that tricks its users and city authorities into thinking it practices “sharing”. Nevertheless,
commercial information about its listings is unavoidably public and accessible on the
platform’s website. We need advanced scraping techniques and interpretative algorithms to
use this in research. If hypothetically inaccurate, findings could easily be refuted with the data
Airbnb keeps to itself.

The current size and ongoing growth of Airbnb and other networked hospitality makes it urgent
for hotel companies, tourist organizations and city residents to understand what is happening.
Despite this urgency, the academic interest in these developments is still disappointing. Both
the difficulty to obtain and process data and the speed of change may be discouraging for
conventional academic research habits and methods. However, researchers should not allow
themselves to be intimidated by intransparent and obstructive policies.

In the first place, we need a basic understanding of the size of the phenomenon. How many
listings does a city have, where are these located, what is their revenue and what is their growth
rate? Destinations must be able to assess how many visitors they receive, and if the numbers
generated by Airbnb and other networked hospitality are incremental or merely seize market
share from the traditional hospitality sector.

A second urgent question is who operates and benefits from this development. Airbnb neglects
zoning plans and turns residential into tourist accommodation. Is it true, as Airbnb claims, that
this supports lower income households and young creatives, or is it more plausible that those
who can invest more in their property obtain the highest revenue, thus sharpening
socioeconomic divides? Multilisters, both big and small, are an important symptom of this
commercialization, which will drive up residential housing prices and add to tourism weariness.

A third area to consider is the innovation that becomes visible in networked hospitality.
Regardless of abusive practices, Airbnb and similar platforms have created an experience to
which guests and hosts attribute value. The pitfall for the traditional hospitality industry would
be —as it once was for Kodak or for the music industry— to neglect this innovation or to fight
it with judicial means.
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We must critically analyse these experiential aspects of networked hospitality. So far, we may
have relied too much on marketed storylines. The role of research will be to help understand
and improve the experience of visiting a destination in contact with those who live there for
the benefit of hospitality professionals, tourists as well as city residents.
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