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Abstract

This mini-case study reviews the case of “Airbnb”, the online platform and
marketplace for lodging and their “Project Lighthouse”. Project Lighthouse was launched
2016 in the United States, with objective to detect cases of discrimination when booking or
hosting on Airbnb and in turn, fight and limit such cases (Airbnb, 2021a).
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1 Growth

Airbnb was founded in 2008 in San Francisco, United States, where the headquarters
are still based. By 2019, 11 years after it was founded, Airbnb lists more than 6 million lodgings
across 81.000 cities around the globe. On average, 2 million people stay at an Airbnb every
night (Sherwood, 2019).

Airbnb’s first funding was $20 million in 2009 from Y Combinator. Within less than a
decade, large investment companies invested more than $400 million. TPG Capital invested
$450 million in 2014 and Google Capital and Technology Crossover Ventures invested a total
of $555.5 million in 2016. By 2018, Airbnb’s growth rate was 40%, when they also decided to
go public. As of 2019, the number of Airbnb hosts, meaning individuals who rent out their
property through Airbnb, was 2.9 million (Deane, 2021).

Airbnb’s core revenue comes from the fee that a host pays to the company every time
that their property is rented through the Airbnb platform. The factors that affect Airbnb’s
value include; the average number of guests per listing each year, the number of listings, the
average rent per guest and Airbnb’s share of the profit (Deane, 2021).

2 Airbnb and the Sharing Economy Model
Airbnb has been characterised a pioneer of the “sharing economy” (Griffith, 2020).

“Sharing economy is an economic model defined as a peer-to-peer based activity of
acquiring, providing, or sharing access to goods and services that is often facilitated by a
community-based online platform” (Investopedia, 2020).

In this economic model, the needs of one consumer can be met by another consumer’s
offer, while both parties save money and profit respectively due to the elimination of
intermediates. For the case of Airbnb, the seller profits by renting out property that is not
used or underused. The buyer has then access to more affordable and often less commercial
holidays.

In this sense, Airbnb offers important benefits to hosts and renters. Property owners
can diversify their revenue in short or long term just by owning their home. At the same time,
there is increased supply of short-term affordable rentals for travelers. Finally, it has also been
proven that Airbnb benefits some of the less touristic cities by attracting visitors and even
eventually help create new jobs (Bivens, 2019).
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This more participatory, democratized and sustainable approach to the exchange of
goods is expected to be beneficial for social groups that have not been “treated fairly” by the
existing economic models, such as the black community.

2.1 Airbnb, Sharing Economy, and Equity

Nevertheless, Airbnb has faced criticism regarding the true benefits that it offers to
individuals and disadvantaged communities, as the sharing economy platforms traditionally
claim to do.

In recent years, several studies have documented cases of discrimination within the
sharing economy model and Airbnb in particular, that are very often not acknowledged or
addressed by the companies (Guyader, 2018).

With regards to the benefits presented for black individuals who rent through Airbnb,
a research experiment designed by Harvard Business School in 2015, showed that requests
from guests with African-American sounding names were 16% less likely to be accepted than
identical guests with white-sounding names. For a 2016 social experiment in Sweden, a black
person’s guest account sent 200 requests to hosts in different cities, from which 42% were
rejected for availability reasons. However, when the same hosts were re-contacted from a
white person's account, a third of these listings became suddenly available and the requests
accepted (Guyader, 2018).

Regarding benefits for the black property owners, another experiment from Harvard
Business School in 2012, showed that black hosts in New York have a harder time finding
guests resulting to pricing their rentals 12% cheaper than hosts who were not black. The
analysis of Airbnb listings in the U.S. and Europe (2014-2015) showed that hosts from minority
groups charged 3.2% less (Guyader, 2018).

In addition, studies have documented the increasing professionalization of the listing
process in Airbnb and the swift to professional suppliers rather than small property owners.
This makes Airbnb characterised by many as a lodging corporation rather than a sharing
economy company (Demir & Emekli, 2020). The large availability of such options, limits even
more the possibilities for the hosts, particularly those from minority groups.

It goes without saying that racism and discrimination are structural and systemic
issues and are expressed within a sharing economy platform like Airbnb, because they pre-
exist and are not addressed in society in general. However, Airbnb is in the position to create
mechanisms that can prevent such behaviors and deflect that way the criticism that these

Page 4 of 10
n% o lDeusto TS

Ur hverity m Deu:

IIE ACADEMIC[
of TEL AVIV-YAFFOLE

SAPIA @
[}

S .
ez oo CS| @8 41 i T
A Y POV GEERUCATION TEGNOLOGY & ARTS College s‘|'uDEN'|'s



Co-funded by the
Erasmus+ Programme
of the European Union

)

companies and “their venture capitalist backers are taking advantage of the positive symbolic
meaning of “sharing”, while siphoning off too much value” (Smith, 2016).

3 Project Lighthouse

The “Black Lives Matter” movement as well as earlier initiatives such as
#AirBnBWhileBlack, a social media hashtag created by a young African-American woman to
bring attention to discrimination taking place in the platform, put pressure to Airbnb.

The company responded by designing “The Project Lighthouse”. They launched a large
data collection process in collaboration with prestigious academics and civil rights groups in
order to detect and measure the problem (The Airbnb anti-discrimination team, 2020). With
Airbnb’s research confirming that discrimination indeed takes place through the platform
against the black community, Airbnb responded with a series of actions to limit the possibility
that someone will face such a behavior.

More specifically, Airbnb established different options and steps which help a renter
maintain their perceived race and identity undetected hence, preventing that they can
discriminated against. These options include: a more elaborate “Community Commitment”
and “Non-discrimination Policy” to which the hosts must agree before start collaborating with
the platform; the concealing of the guests’ profile photos until after a booking is confirmed,
the possibility for “instant booking” allowing a listing to be booked immediately ensuring the
process is objective”; and finally, the establishment of a specialized team dedicated to
researching and developing solutions that can address this kind of issues in Airbnb (Airbnb,
2021-b).

According to Airbnb website and the report that includes research approach, analysis
and results, this is just the beginning of Airbnb efforts to address the problem (The Airbnb
anti-discrimination team, 2020).

3.1 Critic

Sharing economy companies are facing different kinds of criticisms, beyond just the
discrimination issues. This case study focuses however on this problem. As mentioned earlier,
with the increasing professionalization of the listing process, the glaring financial involvement
of venture capitalists and under the pressure of major social movements, Airbnb seems to be
intensifying their efforts to prove that they stay true to their sharing economy ethos.
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But even this reaction from Airbnb’s side and the solutions they proposed was not
welcomed by everyone. While Airbnb was focused in addressing the issue related to
discrimination against the black community, new research found evidence of continued
discrimination against same-sex couples, guests with Arabic-sounding names or guests with
disabilities (Luca & Bazerman, 2020). This brought to the surface a problematic use of data
from this type of companies in order to inform their decisions. Their decisions turn out to be
very limited in scope, addressing a very specific problem and emphasizing growth and short
run profit first. Instead, such research and data collection should be able to provide space for
broader discussions around such topics and a company’s objectives and goals (Luca &
Bazerman, 2020).

3.2 Public Visibility

Airbnb has been promoting a lot their work in addressing discrimination with
extensive campaigns, info-commercials, interviews. They also promote systematically the
collaborations they did in order to conduct their research. Collaborations with prestigious
academics and civil society organisations (Airbnb, 2021-c). The Project Lighthouse was
recently recognized by the Tech Spotlight of the Harvard Kennedy School’s Belfer Center as
an initiative that demonstrates a commitment to tech and public purpose (Airbnb, 2021-d).

All the material related to their research, actions, and collaborations can be found on
the resource center (https://www.airbnb.com/resources/hosting-homes/a/a-new-way-
were-fighting-discrimination-on-airbnb-201) together with other infiltration related to
upcoming initiatives. The report on the research methodology and results is available for
free online (https://news.airbnb.com/wp-content/uploads/sites/4/2020/06/Project-
Lighthouse-Airbnb-2020-06-12.pdf? ga=2.61741224.561645211.1633424738-
685870944.1633424738).

4 Key Learning Points

e Sharing economy should guarantee by vocation a system more participatory and
sustainable, but the companies economy models often don’t take into account the social
sphere and some structural problems who affect their system, like racism.

» Professionalization is taking over the sharing economies models and services like Airbnb,
the effect is pushing back the social sphere and priorities.
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e Public demands can actually engage corporate responsibility, most of the times the
mechanisms are efficient when massive protests take place, like Black Lives Matters, or via a
prolonged internet effort creating echoes, like #AirBnBWhileBlack, but changes are very far
from being sufficient and the follow up is difficult, due to the fluidity of these popular
movements.

Page 7 of 10

e EdE RSM €Deusto
iche Zn{v«-p Universidad de Deusto
SS‘ﬁEII‘E ag@ /6 University g« Deusto

erea Bezalel

LT e SR v WP THE ACADEMICE

L o gy
&/ aevimner At and Design  agesallly
F7 aeene sl

Jerusatem of TEL AVIV-YAFFO

n X -
[t 3 8&(){“ < ,l,‘\.l“: S <icouTziM coLLEGE r Tel-Hai UNTE':_IQF
ﬂ it = Y D) AN T oo SE— College GIDENTS



Co-funded by the
Erasmus+ Programme
of the European Union

3

2
H
g
H

T 1)
§

5 References

Airbnb (2021-a, b & d). Battling discrimination on Airbnb. Retrieved from:
https://www.airbnb.com/against-discrimination

Airbnb (2021-c). A new way of fighting discrimination on Airbnb. Retrieved from:
https://www.airbnb.com/resources/hosting-homes/a/a-new-way-were-fighting-
discrimination-on-airbnb-201

Bivens J. (2019, January 30). The economic costs and benefits of Airbnb. Economic Policy
Institute. Retrieved from: https://www.epi.org/publication/the-economic-costs-and-
benefits-of-airbnb-no-reason-for-local-policymakers-to-let-airbnb-bypass-tax-or-regulatory-

obligations/

Deane S. (2021, January 26). 2021 Airbnb Statistics: Usage, Demographics, and Revenue
Growth. Stratos. Retrieved from: https://www.stratosjets.com/blog/airbnb-statistics/

Ersin Demir & Gozde Emekli (2021) Is Airbnb no longer a sharing economy platform?
Evidence from Europe’s top 10 Airbnb destinations. Anatolia, 32:3, 470-488, DOI:
10.1080/13032917.2021.1890626

Glusac E. (2020, September 24). The future of Airbnb. The New York Times. Retrieved from:
https://www.nytimes.com/2020/09/24/travel/airbnb-pandemic.html

Griffith E. (2020, August 19). Airbnb, a ‘Sharing Economy’ Pioneer, Files to Go Public. The
New York Times. Retrieved from:
https://www.nytimes.com/2020/08/19/technology/airbnb-ipo.html

Guyader H. (2018, January 2). Racial discrimination and the sharing economy — what does
the research tell us? Shareable. Retrieved from: https://www.shareable.net/racial-
discrimination-and-the-sharing-economy-what-does-the-research-tell-us/

Luca M. & Bazerman M. H. (2020, June 19). What data experiments tell us about racial
discrimination on Airbnb. Fast Company. Retrieved from:
https://www.fastcompany.com/90460723/airbnbwhileblack-the-inside-story-of-airbnbs-
racism-problem

Sherwood H. (2019, May 5). How Airbnb took over the world. The guardian. Retrieved from:
https://www.theguardian.com/technology/2019/may/05/airbnb-homelessness-renting-
housing-accommodation-social-policy-cities-travel-leisure

Page 8 of 10
Wi .., ©Deusto g

niversity of Deusto

1a22-20m TR Universt
[ 8( WY ELg e veeus
s ANNIL g S y Papova

THE ACADEMIC/
of TEL AVIV-YAFFOLE

SAPIR = @§@

t
N . Tel-Hai uwon of
h o e EFMD ( S | ‘ . College ‘sﬁ"uﬁ%ns



https://www.airbnb.com/against-discrimination
https://www.airbnb.com/resources/hosting-homes/a/a-new-way-were-fighting-discrimination-on-airbnb-201
https://www.airbnb.com/resources/hosting-homes/a/a-new-way-were-fighting-discrimination-on-airbnb-201
https://www.epi.org/publication/the-economic-costs-and-benefits-of-airbnb-no-reason-for-local-policymakers-to-let-airbnb-bypass-tax-or-regulatory-obligations/
https://www.epi.org/publication/the-economic-costs-and-benefits-of-airbnb-no-reason-for-local-policymakers-to-let-airbnb-bypass-tax-or-regulatory-obligations/
https://www.epi.org/publication/the-economic-costs-and-benefits-of-airbnb-no-reason-for-local-policymakers-to-let-airbnb-bypass-tax-or-regulatory-obligations/
https://www.stratosjets.com/blog/airbnb-statistics/
https://www.nytimes.com/2020/09/24/travel/airbnb-pandemic.html
https://www.nytimes.com/2020/08/19/technology/airbnb-ipo.html
https://www.shareable.net/racial-discrimination-and-the-sharing-economy-what-does-the-research-tell-us/
https://www.shareable.net/racial-discrimination-and-the-sharing-economy-what-does-the-research-tell-us/
https://www.fastcompany.com/90460723/airbnbwhileblack-the-inside-story-of-airbnbs-racism-problem
https://www.fastcompany.com/90460723/airbnbwhileblack-the-inside-story-of-airbnbs-racism-problem
https://www.theguardian.com/technology/2019/may/05/airbnb-homelessness-renting-housing-accommodation-social-policy-cities-travel-leisure
https://www.theguardian.com/technology/2019/may/05/airbnb-homelessness-renting-housing-accommodation-social-policy-cities-travel-leisure

Co-funded by the = :.

Erasmus+ Programme I r I
of the European Union

INNOVATIVE FINANCE INCLUSION

Smith C. (2016, November 11). Who's Responsible? The Ethics of the Sharing Economy.
INSEAD Knowledge. Retrieved from: https://knowledge.insead.edu/responsibility/whos-
responsible-the-ethics-of-the-sharing-economy-5034

The Airbnb anti-discrimination team (2020). Measuring discrepancies in Airbnb guest
acceptance rates using anonymized demographic data. Retrieved from:
https://news.airbnb.com/wp-content/uploads/sites/4/2020/06/Project-Lighthouse-Airbnb-
2020-06-12.pdf? ga=2.61741224.561645211.1633424738-685870944.1633424738

The Investopedia Team (2020, October 3). Sharing Economy. Investopedia. Retrieved from:
https://www.investopedia.com/terms/s/sharing-economy.asp

Page 9 of 10
Estaniey ~ Grad B e Bazalal Ualhany . m
= RN,  ODEUSIO ) mmmo M fTHERCADEMICE
SAPIR @ University of Deusto ¥ o erusa lom ey of TEL AVIV-YAFFO IS
P
T p—— ﬁ':f‘l’;?sx a'a} KIBBUTZIM COLLEGE ? Tel Hal u“ﬂl
h v e EFMD CS | ‘. it @ LA, o R College BRiETs



https://knowledge.insead.edu/responsibility/whos-responsible-the-ethics-of-the-sharing-economy-5034
https://knowledge.insead.edu/responsibility/whos-responsible-the-ethics-of-the-sharing-economy-5034
https://news.airbnb.com/wp-content/uploads/sites/4/2020/06/Project-Lighthouse-Airbnb-2020-06-12.pdf?_ga=2.61741224.561645211.1633424738-685870944.1633424738
https://news.airbnb.com/wp-content/uploads/sites/4/2020/06/Project-Lighthouse-Airbnb-2020-06-12.pdf?_ga=2.61741224.561645211.1633424738-685870944.1633424738
https://www.investopedia.com/terms/s/sharing-economy.asp

Co-funded by the =
Erasmus+ Programme I r I
of the European Union ok "

Disclaimer

The content contained in this document is provided only for educational and informational
purposes and reflects the author's opinion only. The publication of the document shall not
constitute or be deemed to constitute any representation by the publisher that the data
presented therein are correct or sufficient to support the conclusions reached or that the
experiment design or methodology is adequate. The publisher attempts to ensure that content
is accurate and obtained from reliable sources but does not represent it to be error-free and
makes no statement, representation, warranty, or guarantee of the accuracy, reliability of the
information and content contained in this document. Publisher will not be liable for damages
of any kind arising from the use of this document, including but not limited to direct, indirect,

incidental punitive and consequential damages.
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