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Sharing economy and tourism: who wins and
who loses?

The so-called sharing (or collaborative) economy is generally presented as comprising activities
that involve sharing under-used resources, in that the owners of these resources (the providers)
make them available to other individuals (the consumers).1 Although this definition remains vague
(there are many nuances in the ways in which resources are shared and the degree to which they
are used), observers agree that activities in the collaborative economy share three important
characteristics:

Digital  platforms  are essential  to  the large-scale  development of  these activities.  By
leveraging  digital  technologies  and  data  analysis  techniques,  these  platforms  reduce
transaction costs and make the interaction between suppliers and consumers viable. Unlike
traditional companies (also known as ‘pipelines’) that control transactions by producing
goods and services with their own means of production, platforms facilitate transactions by
linking consumers to independent service providers.
Because  sharing  economy  activities  are  decentralised  (and  sometimes  informal),  their
organisation requires innovative governance mechanisms that use digital tools, often
data intensive, to replace traditional economic interactions (e.g., rating systems to build
trust between individuals who cannot interact face-to-face and/or repeatedly).
As the sharing economy expands in various sectors of society, it is increasingly perceived as
disruptive,  as  it  provides an alternative offer  in many industries,  raises conflicts  and
tensions, and exposes many stakeholders to new types of risks.

It is this third characteristic that we develop in this article. In particular, we examine the impacts
that sharing economy platforms have on the economic and social environment in which they
operate. We focus on the tourism and accommodation sector. We begin by explaining how this
sector has been profoundly affected by the recent emergence of many platforms, the most famous
and successful  of  which being Airbnb.  We then summarise  the  results  of  studies  that  have
estimated the impacts that these platforms have, more broadly, on tourist destinations and their
inhabitants. Finally, we assess how the current health crisis is likely to call this analysis into
question.

Impacts of platforms on the tourism sector

Until recently, the travel and accommodation industry was almost entirely organised in a linear
fashion,  in  the  sense  that  services  were  provided  by  companies  with  their  own  means  of
production (means of transport, accommodation facilities) and hiring their own staff (drivers,
hoteliers). An intermediate sector complemented the industry, consisting of travel agencies that
booked and distributed seats and rooms, and helped travellers find their way through multiple
alternatives.
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Today, while most of these intermediaries have gone online, a whole new breed of intermediaries
has emerged, offering travellers services similar to those of linear businesses,  but in a very
different way, which could be described as ‘circular’. The most prominent examples of these new
intermediaries are Airbnb in the short-term accommodation sector and Uber in the point-to-point
transport sector. Both companies share the characteristic of not having the means to provide their
service (no accommodation infrastructure for Airbnb, no car fleet for Uber). Instead, they operate
as platforms:  they do not  control  the production of  a  service,  but  they make it  possible by
facilitating the interaction between those who want to consume a service (travellers) and those
who can perform it (and who act mainly as independent contractors).

In general, platforms such as Airbnb and Uber can create value by connecting users when they
are not able to organise on their own an interaction that would be beneficial to them. Behind these
two conditions lies a common driver called ‘network effects‘. Network effects mean that the more
participants there are in the interaction, the more beneficial the interaction is for each participant.
Network effects therefore increase the value of the interaction but also make it more difficult to
organise. Indeed, when potential participants decide whether or not to interact, they generally do
not consider the effects of their decisions on other agents. It is then likely that even if all agents
find the interaction useful if it were to take place, none of them is sufficiently motivated to initiate
the process. This is precisely where platforms can make a difference. By reducing a variety of
transaction costs, platforms coordinate the decisions of participants; they make them perceive the
value  they  generate  for  each  other,  thereby  increasing  their  motivation  to  participate.  In
summary, platforms make a difference by managing network effects.

The huge advantage of network effects for platforms that manage them is that they generate
virtuous circles. In the case of Airbnb, travellers value the platform all the more as the number of
hosts is large, and vice versa. Therefore, if the platform succeeds in attracting more guests, it will
attract more hosts who, in turn, will attract more guests, and so on.2 This explains why platforms
that succeed in becoming established have a natural tendency to grow rapidly. Founded in 2008,
Airbnb has quickly become a key player in the tourism sector. In some markets, the platform is
even  considered  the  standard  for  accommodation  demand,  especially  among  young  people,
technophiles and price-sensitive travellers. Even if the start was rather slow, the development
quickly accelerated from 2011 to reach a base of 150 million users and more than 7 million listed
accommodations in 65,000 cities worldwide. In terms of capacity, Airbnb has surpassed the five

http://www.ipdigit.eu/wp-content/uploads/2020/07/airbnb-app2.jpg
https://thespaces.com/airbnb-now-bigger-worlds-top-five-hotel-brands-put-together/
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largest hotel chains in the world. In view of its upcoming IPO (originally planned for 2019 but
postponed due to the health crisis),  the value of the firm has been estimated at $42 billion
(compared to $31 billion in 2017).

Even  if  Airbnb  has  contributed,  through  its  innovative  offer,  to  develop  the  short-term
accommodation market, its current market shares have been acquired, to a large extent, to the
detriment of  incumbent companies.  Several  studies have tried to estimate the effects of  the
increase in Airbnb’s supply of  rental  accommodation on the turnover per room and/or sales
volume in the hotel industry. These studies show that Airbnb’s impacts differ according to the
segments of the industry: Airbnb’s offer competes very seriously with budget hotels and motels,
not at all with high-end hotels, and seems to compete on a level playing field with mid-range
hotels. Thus, depending on the composition of the sample used by the researchers, the conclusion
is that the increase in Airbnb’s offer reduces the turnover of the hotels (in the case of low-end
hotels), does not affect it at all (high-end hotels) or has ambiguous effects (mid-range hotels). The
industry professionals who were interviewed confirm these results from quantitative analyses;
according to them, the major hotel chains do not consider Airbnb to be an immediate threat.

Impacts of the platforms on tourist destinations

The growing success of Airbnb (and other similar platforms) has generated a series of socio-
economic impacts that go far beyond the tourist accommodation industry alone. Not only are
sectors such as catering, culture or entertainment (which are complementary to the tourism
sector) affected, but also, more fundamentally, the living conditions of the inhabitants of the
destinations popular with Airbnb users.

Over the last five or six years, many researchers have taken up these issues. The majority of
studies have relied on quantitative data (there is relatively little theoretical work or work using
qualitative data). The basic data come from the Airbnb website; they are either collected by the
researchers  themselves  (through  specially  written  programs;  see  here)  or  acquired  from
specialised firms. These data are then compared with other indicators concerning, for example,
the performance of hotels or the demographic, economic and social characteristics of tourist
destinations.  The  aim  of  these  studies  is  to  establish  causal  relationships–or  at  least
correlations–between Airbnb’s growth (represented by the increase in the number of ads on the
site, for example) and various socio-economic aspects.

https://thespaces.com/airbnb-now-bigger-worlds-top-five-hotel-brands-put-together/
https://www.barrons.com/articles/airbnb-raises-1-billion-but-an-ipo-seems-unlikely-soon-51586218432
http://www.ipdigit.eu/wp-content/uploads/2020/07/house-made-of-money2.jpg
https://medium.com/better-programming/a-gentle-introduction-to-using-scrapy-to-crawl-airbnb-listings-58c6cf9f9808
http://insideairbnb.com/
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Sometimes the answers given to the same research question diverge. This is not surprising given
that the phenomenon being studied is recent and that the approaches and databases used are
varied. Nevertheless, recent work seems to converge on a few stylised facts that we summarise
here.

Concerning  local  economies,  in  general,  there  are  positive  impacts  of  Airbnb  on  the
catering, tourism and entertainment sectors. However, the effects are not homogeneous.
One has to distinguish between the heart of  the cities (or tourist  attractions) and the
periphery. Since a large proportion of the properties listed on Airbnb are located in areas
where the hotel offer is less developed (e.g., in the suburbs), the development of Airbnb
helps to redistribute the wealth created by tourist activity in a more egalitarian way within
the cities.
Airbnb’s impacts on cities are not always that positive, however. The most problematic
consequence of Airbnb’s growth (and one that is attracting the attention of municipalities
and governments) is the scarcity of long-term rental properties. This has a crowding-out
effect: for reasons of profitability, landlords turn more to renting for short-term stays, made
possible by Airbnb, than to renting for long-term occupancy. Studies carried out in France
estimate that it is sufficient to rent a property for ten days a month on Airbnb to reach the
monthly income of a traditional long-term rental. The development of Airbnb is therefore
associated  with  a  more  difficult  access  to  long-term rentals,  because  the  number  of
properties rented is decreasing and also, in some cities, because rents are being pushed up.
Studies show, not surprisingly, that the victims of this development are mainly middle-class
workers, students and young employees. In response to this problem, some local authorities
(for instance, in New York) have imposed various regulations, including limiting the number
of days a host can rent their property for short stays. Further research is needed to assess
the extent to which these regulations are working.
Finally, the development of Airbnb also affects life in the tourist areas, as these tend to be
emptied of their ‘true’ inhabitants. There are two reasons for leaving these areas. On the
one hand, as mentioned above, less housing is available and the rents for the remaining
accommodations are rising. On the other hand, the remaining inhabitants suffer from the
nuisance of living together with Airbnb guests (because the latter are just passing through
and are therefore less likely to be attentive to the constraints of living together or to local
conventions). Some studies show, however, that these cohabitation problems are not only
felt by the locals but also by some Airbnb guests themselves. This effect of desertification of
tourist areas therefore partly turns against Airbnb because it may lead travellers seeking
personal contact with the local population to turn away from the platform.

http://observatoire-airbnb.fr/
https://www.nytimes.com/2019/02/23/nyregion/airbnb-nyc-law.html


Sharing economy and tourism: who wins and who loses? | 5

IPdigIT.eu | https://www.ipdigit.eu/2020/07/sharing-economy-and-tourism-who-wins-and-who-loses/

Comparative impacts of the health crisis

At the time of writing, none of the impacts described above are really being felt. Indeed, the
covid-19  pandemic  has  significantly  affected  Airbnb’s  operations  by  drastically  reducing  the
movement of people around the world. Of course, the entire tourism sector is being hit hard: just
as Airbnb decided to lay off a quarter of its employees, many hotels are in a precarious situation,
some even being forced to close down (such as the Hotel Métropole in Brussels). The question is,
however, which of Airbnb (and collaborative platforms in general) or the hotel chains will be
better able to recover once the crisis is over.

On the one hand, it can be argued that platforms are less at risk since they do not have their own
properties and therefore, unlike hotel chains, do not have to pay the fixed costs associated with
these properties.  Airbnb should therefore get  away with less damage.3  However,  it  must  be
stressed that Airbnb’s hosts are being hit hard by the crisis and, in particular, those who have
invested in the development of properties for the sole purpose of renting them out for short stays
on the platform. To try to recoup their investment, these hosts have no choice but to put their

http://www.ipdigit.eu/wp-content/uploads/2020/07/sticker-tourism-kills-small-scaled.jpg
https://www.brusselstimes.com/all-news/business/107651/hotel-metropole-faces-closure-with-loss-of-129-jobs-pedestrian-zone-terror-attacks-coronavirus/
http://www.ipdigit.eu/wp-content/uploads/2020/07/not-today-covid2.jpg
https://www.theguardian.com/technology/2020/apr/04/how-the-covid-19-crisis-locked-airbnb-out-of-its-own-homes
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property on the long-term rental or sale market. And it is easy to understand that the sudden
increase in supply that these movements cause prices to fall on both markets.

Hence, it is a safe bet that these hosts (whose properties are often highly valued by guests) will
not try the Airbnb experience again anytime soon. It is also likely that candidate hosts will now be
more reluctant to embark on entrepreneurial projects related to Airbnb. But if hosts are becoming
scarce, the platform becomes less attractive for guests; and if fewer guests use it, it becomes less
attractive to hosts. In short, these same network effects that facilitate the rapid growth of a
platform can also accelerate its decline.

Faced with this critical situation, Airbnb did not sit idly by. On its new home page, the site now
highlights monthly rentals. These ‘medium-term’ rentals are intended, for example, for people who
have to spend a few months in another city for professional reasons. Airbnb’s interest in this kind
of  service  is  not  new,  but  we suspect  that  the  health  crisis  has  prompted  the  platform to
accelerate its entry into this segment. Given the size of Airbnb, this strategy is likely to have an
impact on local rental markets. Of course, it is too early to estimate this impact and, in any case, it
will be difficult to separate it from the effect of other factors (including the pandemic itself) which
are currently hitting the markets.

In the end, the pandemic could be good news for Airbnb’s traditional competitors and for cities or
neighbourhoods suffering from the inconvenience. For travellers, it may be bad news as their
range of choices may shrink.

1 This post is an extended translation of an article that we published in
French in the journal 'En Question' (see here). It contributes to the
research project PROSEco (Platform Regulation and Operations in the Sharing
Economy).

2 It is precisely by using this strategy that Airbnb has established its
success. Unlike its competitor HomeAway (its predecessor in the market),
Airbnb adopted a pricing structure that was more favourable to hosts than
to guests (charging guests a booking fee of 9 to 12% of the value of the
transaction, while hosts paid only a 3% service charge). Airbnb thus
initiated  the  virtuous  circle  on  the  host  side.  However,  Airbnb  has
reversed the trend in 2019 by increasing the bill for hosts (the fee is now
14% of the transaction value).

3 Airbnb CEO remains optimistic regarding the platform's recovery after the
crisis; an IPO in 2020 does not seem to be ruled out.

See also
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