=|[ XDQOB IRQIB/3/ 1

B\ =I[ XDQ; [RQJ
6XEP IMMRQ GDWA -XO 30 87&
6XEP MRQ -
) L1 QDP H B=L[ XDQB LRQIB-] XDQB LRQIB/B/ 1 B B SaGl
. RUG FRXQW

&KDWDRAMHUFRXQW



UNIVERSITY COLLEGE LONDON

FACULTY OF THE BUILT ENVIRONMENT

BARTLETT SCHOOL OF PLANNING

Rethinking the platform-mediated short-term rental market:

a study of Airbnb activity across London neighbourhoods

BPLNOOOE Dissertation in City Planning
Zixuan Xiong

MPlan City Planning

Being a dissertation submitted to the faculty of The Built Environment as part of the requirements for the award
of the MPlan City Planning at University College London: | declare that this dissertation is entirely my own work
and that ideas, data and images, as well as direct quotations, drawn from elsewhere are identified and
referenced.

4

Signed: /’4;;;:»”—
Date: JULY 2, 2021
Word Count

Main body: 15,261
Appendices: 2,292




ACKNOWLEDGEMENTS

| would like to express my sincere gratitude to my research supervisor: Dr. Susan Moore. My completion of this research

could not have been accomplished without her continued support and encouragement.

Secondly, | would like to thank the local real estate agents who participated in this research, in spite of the challenges

posed by the pandemic. Their input has enriched the research outcome and my knowledge of the local conditions.

I am also grateful to the insight and openness offered by two academics, who through the interviews greatly contributed

to my understanding of the subject matter.

Last but not least, to my family and friends who shared their support: my gratitude.




Table of Contents

ACKNOWLEDGEMENTS 1
LIST OF FIGURES 4
LIST OF TABLES 5
ABSTRACT 6
1. INTRODUCTION 7
1.1. DIGITAL PLATFORM AND CITY PLANNING 8
1.2. CITY-SCALE CHALLENGE 10
1.3. NEIGHBOURHOOD LEVEL AIRBNE DEVELOPMENT PRACTICE 11
1.4. AIRBNB-RELATED DIGITAL ENTREPRENEURIALISM 11
1.5. RESEARCH AIMS AND OBJECTIVES 12
2. LITERATURE REVIEW 15
2.1. THEDIGITAL MARKETPLACE & INFORMAL USE OF RESIDENTIAL PROPERTIES 15
2.1.1. THE IDEAL OF DIGITAL PLATFORMS 15
2.1.2. THE UNDERLYING MECHANISM OF DIGITAL PLATFORMS 16
2.2. THEDIGITAL MARKETPLACE & CITY PLANNING 16
2.2.1. REGULATION FEASIBILITY IN LONDON 17
2.3. RETHINK THE PHYSICAL-DIGITAL INTERACTIONS OF AIRBNB-MEDIATED STR MARKET 18
2.3.1. CITy-WIDE UNEVEN EXPANSION 19
2.3.2. AIRBNB EFFECTS AT URBAN NEIGHBOURHOOD 20
2.3.3.  AIRBNB-RELATED ENTREPRENURIAL ACTIVITY 21
2.4. CONCLUSION 22
3. METHODOLOGY 24
3.1. INTRODUCTION 24
3.2. STAGE 1- QUANTITATIVE ANALYSIS 25
3.3. STAGE 2 - QUALITATIVE STUDY 28
3.4. ETHICAL CONSIDERATION 30
4. QUANTITATIVE FINDINGS 31
4.1. CITY-WIDE ANALYSIS — DIFFERENTIAL LEVEL OF ACTIVITY ACROSS LONDON 31
4.1.1. THESPATIAL PATTERN OF AIRBNB MARKET ACTIVITY 32
4.1.2. THE COMPARISON — A VARIETY OF TRENDS ACROSS THE METROPOLITAN AREA OF LONDON 37
4.1.3. SUMMARY 39
4.2. CASE STUDY — NEIGHBOURHOODS WITH PERSISTENTLY HIGH ACTIVITY 40
4.2.1. LONGITUDINAL CHANGE OF NEIGHBOURHOOQOD-LEVEL AIRBNB ACTIVITY FROM 2016 TO 2020 40
4.2.2.  SUMMARY 45




5. QUALITATIVE FINDINGS 46
5.1. HOW DO REAL ESTATE AGENTS PERCEIVE THE AIRBNB MARKET AND THE NEIGHBOURHOOD? 46
5.2. THE EMERGENCE OF SPECIALISED SHORT-TERM RENTAL MANAGEMENT COMPANY 51
5.3. A CO-OPERATION BETWEEN SECTORS UNDER THE COMMON-HOLD TENANCY AGREEMENT 52
5.4. SUMMARY 54
6. DISCUSSION 55
6.1. SPATIALLY SEPARATED NEIGHBOURHOODS ON THE SAME DIGITAL MARKETPLACE 56
6.2. DIGITAL ENTREPRENEURS’ UTILISATION OF THE DIGITAL MARKE TPLACE 57
6.3. DIFFICULTIES OF MANAGING THE RISE OF DIGITAL-MEDIATED STR IN LONDON 58
7. CONCLUSION 60
REFERENCE 63
APPENDIX A 67
SPATIAL PATTERN OF AIRBNB ACTIVITY AT2019 67
SPATIAL PATTERN OF AIRBNB ACTIVITY AT 2020 68
APPENDIX B 69
DATA INFORMATION — INSIDE AIRBNB 69
PROCESSED DATA 73
APPENDIX C 74
SAMPLE - INFORMATION AND CONSENT FORM FOR RESEARCH PARTICIPANTS 74
THE EXAMPLE OF INTERVIEW QUESTIONS 77
APPENDIX D 78
INVESTIGATION ON NEIGHBO URHOOD CONTEXT 78
ABOUT LOCAL HOUSING MARKET 78
ABOUT LOCAL SOCIO-ECONOMIC CONDITION 79
ABOUT TRANSPORTATION 80
APPENDIX E 81
ETHICAL CLEARANCE QUESTIONNAIRE 81
RISK ASSESSMENT FORM 83




LIST of FIGURES

Figure 1. Dynamics of Airbnb-induced impacts and implications for planning sector. (Diagram by author) 10

Figure 2. Mix methods designs - explanatory sequential mixed methods design (Plano Clark et al., 2008). 25
Figure 3. The percentage of capital flow contributed by Airbnb into the local market in {a) 2020 and {b) 2019.

(A darker colour suggests a higher percentage of total revenue flow into Airbnb, for example, the
lightest colour represent the percentage range of 0.0 to 0.01 (0% to 1%); Each dot represents one full-
time Airbnb listing). (Diagram by author) 33
Figure 4. The London neighbourhood examples for the four different circumstances observed from the
spatial study of Airbnb market activity at 2020. 36
Figure 5. The comparison of spatial pattern of Airbnb activity at 2020 and 2019, and the locations of three
selected case study areas. (Diagram by author) 38
Figure 6. (a) The total number of both active and inactive listings in three London neighbourhoods; (b)The
percentage of yearly active listing in three London neighbourhoods. (Diagram by author) 40

Figure 7. The longitudinal analysis of Airbnb market at three London neighbourhood in terms of (a) Growth

rate of total revenue flow generated from Airbnb market; (b). growth rate of average revenue (per
listing). Curve above red line {0.0%) indicates growing revenue and below red line indicates shrinking

revenue. (Diagram by author) 41
Figure 8. The contrast of median (dash line) and average (solid line) listing price at three London
neighbourhoods (Nine EIms — bule colour; Kilburn — orange colour; and South Tottenham — grey colour)
from 2016 to 2020. (Diagram by author) 42
Figure 9. (a). The number of Airbnb listings and (b) the total revenue of Airbnb activity at three London
neighbourhood. (Diagram by author) 43
Figure 10. The longitudinal analysis of housing stock change at three London neighbourhood (Diagram by
author) 44
Figure 11. The two possible conditions for a combination of long-term and short-term rental use. {(Diagram
by author) 47
Figure 12. The site photos of the three neighbourhoods. (Photo by author) 49
Figure 13. The three types of tenancy agreements mentioned in the interview. (Diagram by author) 52
Figure 14. The possible process of how digital entrepreneurs develops their business opportunity in London
private rental market. (Diagram by author) 58

Figure 15.The digitally-mediated market interaction seen through inter-connected multi-scalar lens 61




LIST of TABLES

Table 1. The methodology of the study. {Table by author) 25
Table 2. The list of research participants - semi-structured interview 29
Table 3. The number of listing and the percentage of active listing at 2019 and 2020. (Table by author) 31
Table 4. The average monthly revenue of an Airbnb rental and of a conventional long-term rental
(Highlighted blue background shows how many nights an active listing in London would need to rent
out in order to achieve similar revenue that generated from rents of long-term rental.) (Table by
author) 32
Table 5. The four different circumstances of the Airbnb activity in urban neighbourhood, and the possible
location for the condition to occur (analysed based on 2020 data from inside Airbnb). (Diagram by
author) 34
Table 6. The general trend of Airbnb activity during the pandemic period, and the three unconventional
trends: (1). While market remain active, the number of listings is dropping; (2). Less active, but the
number of listings is persisted at the same level; (3). Less active, with a rise in the number of listings.
(Table by author) 37
Table 7. The number of active listings and the growth rate at the case study neighbourhoods. (Table by
author) 39
Table 8. The brief summary of standard letting agents’ perception of local Airbnb market (Table by author)
50




ABSTRACT

Airbnb as a virtual platform has added onto the urban environment a digital layer, where individuals exert
impacts on the private rental market through exchanging both the digital image and physical properties of a
place. This network of trade heavily relies on interactions between digital and physical dimensions. Moreover,
these digitally-mediated exchanges have affected the functions of residential properties and the functioning of

planning sectors.

This study thus suggests the importance of a multi-scalar consideration, which can unpack the
interactions between digital and physical dimensions of the Airbnb market. By contextualising the issues
of Airbnb-mediated STR within the London context, it explores how Airbnb integrates both dimensions to the

private rental market and how individuals use such innovative technology to make a profit.

The explanatory sequential mix-methods design is applied to develop the gualitative research building upon the
findings from the quantitative investigation. The qualitative findings reveal that when hit by a global pandemic,
Airbnb activity in different urban neighbourhoods exhibit divergent behaviours in the pattern of change in the
revenue and number of listings. The decision was made to conduct field research in three of areas where
activities remain persistent relative to the larger trend, and interview the local conventional letting agents, as

they would be the first to notice the impacts on the long-term conventional rental market.

Seen through an inter-connected multi-scalar lens, this study displays an interpretative framework for Airbnb-
mediated market interactions in London. It demonstrates that the city-wide spatial unevenness only presents a
physical arrangement of digitally-mediated activity, but the underlying dynamic is the digitally
reshaped/reproduced urban environment. As for the planning sector, this implies a new field of regulatory
interest where local urban space is not only influenced by conventional, physical development but also the more

subtle, digital ‘re-imaging’ of existing properties.




1. INTRODUCTION

The global growth of a platform-mediated use of urban residential space is changing the ways in which the
private housing market has been planned for accommodating local needs (Ferreri and Sanyal, 2018). Airbnb as
the most prevalent platform for Short-term rental (STR) opens up space where residential units are
exchangeable in a short period of time. It not only mediates the exchange of housing resources on the digital
space but also functions as an instrument for “entrepreneurial landlords and speculative investors” to profit
from the STR market (Grisdale, 2019: 21). As such, exchanges that take place in a virtual marketplace created by
Airbnb are restructuring a new pattern centred on the commercialisation of urban accommodation (Artioli,

2018).

As one of the most popular Airbnb markets around the globe, London is undoubtedly being affected by the
expansion of the STR submarket. A recent study in London suggests that more than two per cent of private
housing stock in London has been converted into STR use on the Airbnb platform, and in some areas, this
percentage can be up to seven per cent (Shabrina, Arcaute and Batty, 2021). More importantly, there is a
positive correlation between multi-family buildings and Airbnb listings, and a range of possible outcomes on the

local housing market, including an eight per cent rise in the private rental price per week (ibid).

Barcelona and New York city present similar cases to London. In Barcelona, the rental prices of urban areas
popular with Airbnb visitors are rising up to seven per cent (Garcia-Lopez et al., 2019). Sheppard and Udell (2016)
report that the Airbnb market also has aninfluence on property value in New York, which has increased by about
six per cent over their research period. Unlike most other cities, which have not had regulation on 5TR, London
and New York have been regulating the use of residential properties even before the rise of digital platforms
(Crommelin et al., 2018; Ferreri and Sanyal, 2018). New York has a land-use policy with a clear legal definition
for what type of dwellings can be adapted for STR use (Crommelin et al., 2018). And until 2016, STR use of

residential properties was fully banned in London. (Ferreri and Sanyal, 2018)

In 2016 the UK government lifted the ban through the Deregulation Act 2016 as a response to the proliferation

of platform-mediated STR activity in London in order to boost the new market (Ferreri and Sanyal, 2018). This




market-oriented regulation simply encourages individuals to use their under-utilised properties for STR
(Stabrowski, 2017), instead of assessing the implications of platform-mediated activity on multiple policy sectors
(i.e., housing and tourism) (Aguilera, Artioli and Colomb, 2019). One limitation has been put in place: residential
properties (C3 use class) in London may only be used as STR units for a maximum of 90 nights in any one calendar
year (Simcock and Smith, 2016). Planning permission is required if a property owner permanently changes the

use to accommodate non-local visitors as a serviced apartment or hotel (C1 use class) (ibid).

Although the deregulation still protects long-term rental residents through the 90-day restriction, doubts have
been cast on its effectiveness (Ferreri and Sanyal, 2018; Holman, Mossa and Pani, 2018; Shabrina, Arcaute and
Batty, 2021). For London planning authorities, the investigation to track down a breach of the 80-days rule
normally involves data scraping and door-to-door survey, an unnecessarily labour-intensive and time-consuming
exercise (Ferreri and Sanyal, 2018). This manual work is needed owing to the operations of private corporates

on a digital layer, which limits public access to information and adds complexity to city governance. (ibid).

1.1. Digital platform and city planning

The development of advanced digital platforms such as Airbnb has redefined the boundaries for what is deemed
formal use of residential properties (Kim et al., 2019). It encourages the previously informal activity like STR
through the digital space and opens new virtual networks for people to explore the STR market (ibid). With the
increasing complexity of digital infrastructure, conventional city planning approaches experience growing
difficulty with monitoring digitally-mediated activities (Ferreri and Sanyal, 2018; Aguilera, Artioli and Colomb,
2019). In London, studies have shown that Airbnb exerts an influence on the rental price for long-term residents,

and is taking over parts of urban accommaodation (Shabrina, Arcaute and Batty, 2021).

The relaxation of STR regulation unlocks this new revenue stream by means of stimulating more economic
activity at an individual level (ibid). Deregulation causes the rapid expansion of the Airbnb market and results
in shrinking access to residential units (Ferreri and Sanyal, 2018; Holman, Mossa and Pani, 2018). The London
housing market meanwhile faces substantial challenges such as the constraint posed by land supply (Holman,

Fernandez-arrigoitia and Whitehead, 2015). The planning difficulty of managing the STR is due to the fact that




most Airbnb listings belong to both the conventional housing sector and the digital-mediated sharing sector
(Artioli, 2018). This can be seen as an individual-level adaptation optimizing their benefits by embracing the new

market (ibid).

The planning sector in England relies on its discretionary plan-led system, which adds flexibility to the planning
process that intends to balance the local economic development and public interest (Holman, Mossa and Pani,
2018; Kim et al., 2019). In a deregulated environment, the planning sector is now being gradually deprived of
the agency in preventing market exploitation of residential units (Friedman, 2009). On a practical level,
authorities with shrinking funding and human resources have difficulties enforcing the loosened regulation for
STR activity (Ferreri and Sanyal, 2018). The lack of a systematic framework compounds this problem where

methods of different planning authorities vary from each other without clear criteria (Ferreri and Sanyal, 2018).

Therefore, some proponents of platform economy suggest that city government can move toward a “light-touch
framework” that relies on data mining to provide information (Stephany, 2015: p. 178). On the surface, data
access to the individual level could enhance the monitoring and evaluation of STR activity (Ferreri and Sanyal,
2018; Holman, Mossa and Pani, 2018; Kim et al., 2019). However, the UK government and planning authorities
“without advanced computing infrastructure or access to the original algorithms” are more likely to depend on
the service and data provided by private digital corporates (Morozov and Bria, 2018, p.23). Particularly as fiscal
austerity ensues, an insufficient amount of resources may lead to a desire of using digital companies’ proposals

for dealing with urban matters (Ferreri and Sanyal, 2018).

As the digital platform like Airbnb has attached “citizen” to “consumer” and “city planning” to “corporate
solution”, there is a need to rethink the application of the urban digital infrastructure provided by “for-profit
platform economy giants” (Kim et al., 2019: p.281). More importantly, reaching a deeper understanding of the
implications of Airbnb-mediated STR market requires a broader consideration of its activity on both digital and
physical dimensions (Artioli, 2018). As Airbnb provides the virtual space for individuals to participate in the
marketplace, in which local housing resources become exchangeable assets, Airbnb-mediated activities and its
own action on the digital layer have brought many impacts upon physical development and planning (ibid).

Therefore, for the planning sector, it is important to address the methodological challenge inherent in the




combination of digital and physical networks. This complexity has been reflected in the ways researchers discuss

Airbnb-induced impacts on different scales: city-level, specific area and individual involvement.

Airbnb-induced interac-
tion between digtial and
physical dimension

Individual adopt the
digital technology and
become the mediator be-

The function of residen-

fial neighbourhood has
been reframed through

The Airbnb operation
on the digital domain is
disrupting urban practice

For Planning sector:
(at different level)

tween the Airbnb market the virtual platform in real life
and society
Scale: Individual-level Neighbourhood-scale City-wide
: (participation) (influence) (Challenge)
.y A AN ~

-

Balance private property right

& wider public good

(Borough level)

~— -

Flourish the local economy &
Prevent market exploitation.

{city level)

Figure 1. Dynamics of Airbnb-induced impacts and implications for planning sector. (Diagram by author)

1.2. City-scale challenge

The prevalence of platform technologies has led to a growing influence of corporate power over urban practice,
such as regulation design and enforcement (Ferreri and Sanyal, 2018; Morozov and Bria, 2018). Many city
governments have started governing this type of STR activity with more experimental regulatory approaches
(Aguilera, Artioli and Colomb, 2019). The city-specific regulation in London intends to unlock a new market for
citizens so that they can earn additional incomes from STR, however, it also introduces a more profitable market

for investors and speculators (Shabrina, Arcaute and Batty, 2021).

By underlining the transformative potential of digital platforms, city-wide researches have examined the
implications of platform-mediated STR, mainly from two perspectives: the impacts brought about by these
processes (Coyle and Yu-Cheong Yeung, 2016; Schor, 2017; Stephens, 2017; Artioli, 2018; Cocola-Gant, 2018);
and the spatial distribution of such impacts (Quattrone et al., 2016; Coles et al., 2018; Wachsmuth and Weisler,
2018; Picascia, Romano and Teobaldi, 2019). The studies at the city scale reveal not only the uneven spatial
pattern at a specific point in time, but also the changing distribution of Airbnb activity over time (Wachsmuth
and Weisler, 2018; Cocola-Gant and Gago, 2019; Grisdale, 2019). The complexity brought by the operations on

the digital domain is disrupting the practice in real life (Artioli, 2018).
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1.3. Neighbourhood level Airbnb development practice

While large scale spatial investigations provide insight into the dynamics of STR activity from a given city context,
the differences between urban neighbourhoods are equally important (Cocola-Gant and Gago, 2019).
Wachsmuth and Weisler's (2018) developed a revenue model to assess the activity level of short-term rental on
a neighbourhood scale based on Neil Smith’s rent gap theory. Their results from analysing New York
neighbourhoods demonstrate that revenue varies across the city. Instead of counting listings, their approach
measures Airbnb activity level by the percentage of rental income diverted into Airbnb from the conventional

rental market.

As urban neighbourhoods in many cities have been affected by profit-oriented Airbnb activity differently,
researchers began to consider their activity in relation to a specific type of neighbourhood (i.e., historical town
centre; post-industrial residential neighbourhoad) (Flller and Michel, 2014; loannides, Réslmaier and Van Der
Zee, 2019; Cocola-Gant and Gago, 2019; Yrigoy, 2019). Perceived as an economic phenomenon and
technological instrument, Airbnb has raised ground rent of residential units with the prospect fora higher return
(Cocola-Gant, 2018). The Airbnb expansion, therefore, reflects an increasing number of properties that have
extended their function from only residential to a digitally-mediated commercial dimension, through the

support of virtual platforms (ibid).

1.4. Airbnb-related digital entrepreneurialism

“For Airbnb, the market in short-term rentals is a landscape infused with the spirit of entrepreneurialism— not
just any form of entrepreneurialism, but one in which opportunities for individual profit are tethered to notions

of community, sustainability, self-regulation and (ultimately) self-help.” -— (Stabrowski, 2017: p. 342)

The Airbnb platform encourages individuals to become businesses and to grow in this new market digitally and
collectively (Stabrowski, 2017). For people participating in the process of Airbnb expansion and
professionalisation, current studies primarily emphasise investigating the relationship between guests and hosts
(Sigala, 2019). However, there is a rising number of digital entrepreneurs who are interested in the operation of

digital exchanges (ibid). These entrepreneurs as the third party or secondary market can reframe the perception
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of a place with the support of digital technologies (Stors and Baltes, 2018). On one hand, they act as professional
property managers to facilitate the commercialisation of residential units (Sigala, 2019). On the other hand,
given that the innovation of digital tools allows people to access information and explore distant physical places
in the virtual space, digital entrepreneurs who are proficient at utilising online platforms wield great power in

reshaping the image of a residential neighbourhood (Stors and Baltes, 2018).

The modern digital platform also disrupts the role of local government as the primary agent for market-
oriented change (Stabrowski, 2017). As digital entrepreneurs have taken a portion of housing resources
from the conventional market sector, responses from standard letting agents to the market changes
might explain the neighbourhood variation in the level of activity. More importantly, Individuals as the
mediator between the new market and society, could quickly adopt the digital technology and is blurring

the boundaries of space planned for residents and visitors (ibid).

1.5. Research Aims and objectives

These Airbnb-mediated digital-physical interactions span across multiple scales - city, neighbourhood
and individual. These three layers form the basis for understanding the relationship between the city-
wide expansion of Airbnb and specific neighbourhood contexts; between the digitally-mediated and
conventional sectors. At the city level, its uneven spread has drawn attention from urban researchers since its
presence tends to be associated with an unequal distribution of resources and a lack of appropriate policy
response (Schor, 2017; Stephens, 2017; Artioli, 2018; Cocola-Gant, 2018). With the support of digital
technologies, more individuals — with or without properties — can participate in the process of commercialising
the residential area (Stabrowski, 2017). Thus, the investigation on Airbnb-related digital entrepreneurial activity
is expanding, due to their role as a facilitator of the development of the Airbnb market (Stabrowski, 2017; Sigala,
2019). Regarding Airbnb activity in urban neighbourhoods, it is worth noting that the extent of expansion and
resulting professionalisation following the STR commercial activity varies from place to place in a city

( Wachsmuth and Weisler, 2018; Grisdale, 2019).
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It is clear that the discussion about the Individual's active participation in the activity intermediated by the
Airbnb digital network cannot be separated from the larger neighbourhood and city level argument. Through
utilising innovative digital technologies to develop both virtual and physical network, Airbnb platform and
Airbnb-related entrepreneurial activity has led to the inconsistent practices observed at different

neighbourhood and the uneven development pattern across the city (Grisdale, 2019).

Therefore, the aim of this research is to unpack the interactions between the digital and physical dimensions
of the Airbnb-mediated STR market in London. By considering the physical-digital interactions that span
multiple scales, this study intends to contribute to a more holistic framework interpreting the dynamic between
digitally-mediated and conventional sector —one that can support both policy-maker and local planner to design
specific strategies that might assist in optimising their practice. The overarching research guestion is:
How and to what extent might a multi-scalar consideration of Airbnb’s proliferation in London promote an

interpretative framework taking into account the digital — physical interaction of the STR market?

In pursuit of understanding the interconnectedness of Airbnb market’s physical and digital dimensions, all
objectives were linked to the overall goal of exploring the dynamic interaction of digitally-mediated activity and

the surrounding environment.

Research objectives:

1. Investigate the city-wide Airbnb activity regarding its activity level and proportion of rental revenue
that flows into Airbnb share of the short-term rental market;

2. Spatially display the city-scale distribution of Airbnb activity in all London neighbourhoods;

3. Explore the spatial relationship between the distribution of Airbnb listings and revenue at a
neighbourhood level, and identify case study residential neighbourhoods with persistent and/or high
Airbnb activity;

4. Discuss the differential local market behaviours as a dynamic process between the City-wide
expansion of Airbnb and specific neighbourhood context, through longitudinal analysis of case study

areas.
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Evaluate the dynamics between the digitally-mediated and conventional rental sectors, through
analysing interviews with local letting agents;
Summarise the digital-physical interactions across multiple scales into a more comprehensive

framework on Airbnb-mediated short-term rental market.
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2. LITERATURE REVIEW

This chapter introduces literature in three parts: initially by reviewing the underlying mechanism and the ‘ideals’
of a digital marketplace propagated by platforms like Airbnb; followed by a discussion of the tension between
the advanced platform technology and city planning, particularly focusing on the planning practice in London;
ending with a rethinking of physical-digital interaction of Airbnb-mediated STR market based on the previous

studies characterised in three scales (city, neighbourhood, and individual).

2.1. The digital marketplace & informal use of residential properties

2.1.1. The ideal of digital platforms

Digital platforms can mediate the exchange of resources among individuals. The relations mediated by digital
platforms increasingly engage in different types of economic activities, in which not only goods and services, but
also capital and labour are exchangeable (Artioli, 2018). Urban space became the main site for the expansion of
digitally mediated exchange activity owing to “the digital skin of cities” (Rabari and Storper, 2015: p.27). The
notion of sharing economy propagates the ideal where access to resources is seen as more desirable than
ownership (Killick, 2015). Along with the same rhetoric, the claim of promoting more collective and efficient use
of assets is beginning to affect certain sectors of the urban economy, such as housing and transportation (Ferreri

and Sanyal, 2018).

Exchanges that take place in a virtual marketplace created by digital platforms (i.e., Airbnb and Uber) are
materially restructuring a new pattern centred on the commercialisation of assets (Artioli, 2018). Every user of
the platform is able to choose either to be a producer who can commercialise their tangible assets for new
revenue, or be a consumer on the platform (ibid). Ideally, within the online marketplace, platform users can
bring previously under-utilised resources to trade with other individuals without going through an intermediary.
However, it allows property-owner or property manager to shift the use of resources, so as to maximise their

profit (Cocola-Gant and Gago, 2019).
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2.1.2. The underlying mechanism of digital platforms

The rise of digital platforms led to an ever-denser social network and an expanding practice of digital space
(Stabrowski, 2017). The “transformative nature” of digital platforms enables a new pattern of “integration
between economy and society” (Artioli, 2018: p.7). The growth of Airbnb market has triggered the
transformation process of residential properties. Airbnb, as the earliest and most popular digitally-mediated STR
platform, has initiated the exchange of properties on an individual basis (Yrigoy, 2019). Although this informal
use is a pre-existing phenomenon, the “app-based sharing” platforms have implications on the material practice
of sharing. (Kim et al., 2019: p.262). The collective use of urban space is now entangled with for-profit sharing
activity (Stabrowski, 2017). For the asset-owner, living space can be commercialised; for the tourist, the

residential neighbourhood is becoming a playground for city exploration (ibid).

The practice of Airbnb in urban space can be at once the medium and the outcome (ibid). Via the digital platform
like Airbnb, rental properties on the private market can be removed from the conventional sector into the
informal shared accommodation sector (Artioli, 2018). Ultimately, platform development led to a change in

overall resources allocation, which is often uneven and unequal (ibid).

2.2. The digital marketplace & city planning

In most cities, STR as an informal use of properties has been in an unregulated form (Kim et al., 2019). Therefore,
many city governments have started handling the proliferation of STR activity, and their responses are diverse,
in part because the structure of local economy and housing system is different (Artioli, 2018); in part because
it is continuously being reframed by a range of actors “with clashing interests” (Aguilera, Artioli and Colomb,
2019: p.2). Across European countries, due to different types of actors being involved in policy-making processes,
this transnational activity has been governed differently (ibid). However, it is clear that people make the
connection through digital platforms, but the exchanges happen in real space (Artioli, 2018). The combination
of digital and physical dimensions has increased the complexity of urban governance and strategic planning

(ibid).
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Data sharing agreement between city government and corporate platforms has been initiated in Barcelona, a
“restrictive approach” based on data shared by Airbnb seems to be an effective way to trace the shift of use
(Kim et al., 2019: p.272). withinthe debate of the design and enforcement of regulation, scholars have discussed
whether gathering or even buying data from for-profit cooperates is the most effective solution (Ferreri and
Sanyal, 2018; Gurran, 2018; Kim et al., 2019). Airbnb as an extractive practice intends to derive its business value
from amassing platform users’ resources (i.e. properties) and services (i.e. city trip) (Gurran, 2018). It is “merely
extracting and redistributing wealth rather than generating sufficiently new values for a host or community to
thrive, be socially fair and sustainable” (Dredge et al., 2016: p.3). Similarly, for the planning sector, it is difficult
to act upon the limited as well as imperfect data extracted by digital firms (Ferreri and Sanyal, 2018), and to

deliver a socially and economically sustainable outcome (Holman, Mossa and Pani, 2018).

2.2.1. Regulation feasibility in London

Regarding the STR regulation in London, the discourse is centred around its feasibility (Ferreri and Sanyal, 2018;
Holman, Mossa and Pani, 2018). STR activity as an informal type of use of residential properties is fully banned
in the past (Simcock and Smith, 2016). However, the deregulation act in 2016 has loosened the restriction on

STR, which allows property-owners to carry out STR for a maximum of 90 nights in a calendar year (ibid).

The deregulation of short-term letting in London as a policy response to the rise of home-sharing platforms has
caused not only a rise in rental price, but also a conversion of the long-term rental into short-term rental
(Shabrina, Arcaute and Batty, 2021). While Insufficient information has been shared by the digital platforms and
its users, local planners need to manually collect data so as to monitor breaches (Ferreri and Sanyal, 2018).
Furthermore, evaluating the influences on local residents requires the planner to gather more information
through on-site observation and door-to-door survey (ibid). Therefore, the effectiveness of enforcement is
under doubt due to the time-consuming investigation process (Ferreri and Sanyal, 2018) and lack of systematic

and standard measures of data quality, such as consistency and completeness (Holman, Mossa and Pani, 2018).

The idea of a more generative use of advanced platform technology has emerged to facilitate a reciprocal and

not-for-profit arrangement (Gurran, 2018; Kim et al., 2013). This cooperative-like plan requires a “proactive
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planning policy and investment funds”, thus it seems “overly ambitious” (Kim et al., 2019: p.273). Particularly
for cities like London under fiscal austerity, it is difficult to provide an investment climate for cooperative
platforms against for-profit platforms. The ambiguity of what defines a ‘generative practice’ has also led to its
appropriation by the digital platforms. As Airbnb is becoming more influential, it creates a website —
Airbnbcitizen — to advocate for their social value and positive contribution to the local community; to advertise
their active engagement with local governments. In doing so, the concept of the generative platform is

incorporated into their “marketing strategy”(ibid: p.281).

Nonetheless, if a city governance over-relies on data provided by private corporates, on one hand, this could
cause planning practice “becoming more reliant on processes of corporatisation”; on the other hand, this would
be a matter for planners to sustainably balance the social and market gain, when the digital corporate “has
embedded themselves into urban societies and their governance” (Ferreri and Sanyal, 2018: p. 3365). As noted
by Aalbers (2019), the issue of deregulation is not only about benefiting specific groups, but also about
reinforcing their interest and emphasising their dominance by promoting digitisation of urban governance and

planning.

2.3. Rethink the physical-digital interactions of Airbnb-mediated STR market

The preceding literature build toward a larger argument on the digital character of Airbnb-mediated STR activity.
It is important to consider the interaction between digitally-connected users and activity that took place in real
space (Artioli, 2018); to rethink the basis of new policy goal that avoids the perilous trend toward over-relies on
corporatised digital infrastructure (Ferreri and Sanyal, 2018; Kim et al., 2019); or to reflect a more positive use

of the platform (Gurran, 2018) — which, however, might be re-appropriated as marketing slogans.

There are a series of urban issues raised by digital platform economies (Kim et al., 2019). In order to reach an
integral understanding of urban issues triggered by Airbnb, it is vital to not only interpret the overall trend in
terms of statistics and but also unpack its place-specific, material impacts (Schwanen, van Kempen and Cocola-

Gant, 2019). The present discourse on this topic is varied in scope and method but can be characterised in three
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scales: City-wide expansion (Coyle and Yu-Cheong Yeung, 2010; Cocola-Gant, 2018; Wachsmuth and Weisler,
2018; Cocola-Gant and Gago, 2019; Grisdale, 2019; Picascia, Romano and Teobaldi, 2019; Amore, de Bernardi
and Arvanitis, 2020; Shabrina, Arcaute and Batty, 2021); Its effects at the urban neighbourhood (Fiiller and
Michel, 2014; Gurran, 2018; Stors and Baltes, 2018; loannides, Roslmaier and van der Zee, 2019; Yrigoy, 2019);

and the influence of Airbnb-related digital entrepreneur (Stabrowski, 2017; Sigala, 2019).

2.3.1. City-wide uneven expansion

In many cities, the meteoric rise of digital platforms has disrupted the local economic activity. Academics
interested in Airbnb effects have undertaken social-economic investigation (Schor, 2017; Picascia, Romano and
Teobaldi, 2019) or spatial study through an economic lens (Wachsmuth and Weisler, 2018; Cocola-Gant and
Gago, 2019; Grisdale, 2019; Yrigoy, 2019) or spatial-temporal study to trace the expansion process (Quattrone

etal., 2016; Coles et al., 2018).

One spatial approach focuses on the extent of activity, which is mapped based on its supply of properties and
impacts of the activity, according to the number of residential units and the amount of rental revenue that has
been shifted (Wachsmuth and Weisler, 2018; Cocola-Gant and Gago, 2019; Grisdale, 2019; Yrigoy, 2019). As for
a city-level expansion, Airbnb listings are mainly concentrated around attractions and city centres (ibid).
However, the clusters of activity can be found not only in the conventional tourism areas but in several
residential neighbourhoods with “strong cultural cachet, good public transit, and leisure amenities - i.e.,
gentrifying or recently gentrified areas, which have not historically hosted tourists in large number” (Wachsmuth
and Weisler, 2018: p.1155). Airbnb activity may act differently, as each neighbourhood has its own dynamic and

pre-existing problems (i.e., gentrification), (Stors and Kagermeier, 2017).

As for a spatial-temporal study, the change of Airbnb spatial pattern can provide a detailed picture of the
dynamic of Airbnb market. The spatial-temporal research (2010-2015) on London shows the supply of Airbnb
listing is not limited to the centre and has diversity in its location (Quattrone et al., 2016). While its activity

penetrates neighbourhoods proximate to the central area at the early stage, it spreads unevenly to other areas,
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which are “attractive and accessible by public transport”, and have “residents who are young, employed, and
born outside the UK” (ibid: p. 1389). Moreover, they found that the locations of entire home/apartment are
more likely to locate in an affluent area, and private/shared rooms tend to be more available in “low-income
yet highly educated part of town (likely student) with a predominant non-UK born population” (ibid: p. 1392).
Another spatial-temporal study (2011-2016), using New York as a case study area, similarly finds that the spatial

distribution of Airbnb has become decentralised over time (Coles et al., 2018).

The non-spatial research at the city-level discusses the uneven economic opportunities to access the digital
platforms across all citizens. Picascia, Romano and Teobaldi (2019) analyse Airbnb revenue distribution within
its users based on the Gini Coefficient. Their study compares the national-level Gini Coefficient for income
distribution (0.36) with the Airbnb income distribution (from 0.51 to 0.70) in 13 Italian cities. The result indicates
that a limited number of users have obtained a substantial amount of revenue from this new income stream
(ibid). Schor (2017:p. 34) also has a discussion about the impacts of the technological innovation of digital
platforms on city-wide income distribution, and emphasise the way in which “a relatively more privileged middle

class” has applied the digital platforms as their investment opportunity.

2.3.2. Airbnb effects at urban neighbourhood

By underlining the spatial character of Airbnb exchanges and the unequal access to Airbnb, scholars place their
attention on two types of the neighbourhood: (1). The tourist hotspot, such as historical or more central
neighbourhoods (Cocola-Gant and Gago, 2019; Yrigoy, 2019); (2). Urban residential neighbourhoods on the
periphery of the previous type (Fiiller and Michel, 2014; Stors and Baltes, 2018; loannides, Réslmaier and van
der Zee, 2019). As for the “traditionally touristic core”, the tourism activity has already led to more
“consumption-oriented” activities, which are further exacerbated by the shift of residential units into
recreational uses, resulting from the expansion of Airbnb activity (Yrigoy, 2019: p. 2711). Therefore, new ground
rent opened by Airbnb is directly linked to the existing tourism destination and flow, which is assisting Airbnb to

attract more guests and hosts (ibid).
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For the urban neighbourhood that is not considered as a hotspot for tourism, the rapid growth of Airbnb activity
has been treated as an over-spill of tourism bubble (loannides, Réslmaier and van der Zee, 2019). As seen from
the view of new urban tourism, Filler and Michel (2014: p.1306) argue that Airbnb invites more tourists by
providing the opportunity to explore and experience an “ordinary and authentic” residential neighbourhood in
different urban space. Yet, there is another argument developed around the functioning of Airbnb. Its digital
character makes the “urban tourism space” no longer “a fixed, spatial entity” (Stors and Baltes, 2018: p.166). It
allows the speculative investors to proactively construct the urban tourism space that now can be
“(re-)produced digitally and collaboratively” (ibid: p.166). Therefore, individuals supported by digital
technologies might have a greater impact on urban practice and contribute to the reproduction of urban space

(ibid).

2.3.3. Airbnb-related entreprenurial activity

Considering urban citizens as a part of the Airbnb platform ecosystem, research has focused on two types
of actors, who are proficient at using these innovative digital technologies: (1), Entrepreneurial Airbnb
hosts, who tend to maximise their revenue by renting properties on the STR platforms (Rubino and Coscia
2018; Grisdale, 2019) (2). Digital entrepreneurs, who develop a new form of business relations and
network for platform-mediated STR. (Stabrowski, 2017; Sigala, 2019) The latter could support the
platform users to become the former, through providing services, such as property management and

training (Sigala, 2019).

Regarding the specific actions taken by the professional hosts, Rubino and Coscia (2018) analyse the Airbnb
revenue generation pattern in Turin, Italy. They explain that hosts are beginning to adopt different strategies to
obtain greater revenue from multi-bedroom house/apartment, for instance, advertising the property as various
types of listing (e.g. private room, entire home/apartment) to attract different guest groups (ibid). Because of
the increasing competition between Airbnb listings, Sigala (2019) found that there is an increasing number of

entrepreneurs —who help property-owner maximise their economic benefits and improve their competitiveness
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in the Airbnb market. These entrepreneurs provide professional services, such as property management and

marketing, and they give guidance on professionalisation (ibid).

Airbnb offers a technology-driven environment to digital entrepreneurs, fuelled by platform innovations (De
Maeyer and Bonne, 2016). The three key factors for the development of Airbnb-related digital entrepreneurship
are: “market opportunityrecognition, business model development and technology commercialisation”
(Standing and Mattsson, 2018: p.396). Sigala (2015; 2019) argues that digital entrepreneurs driven by the
market can drive the market. In other words, it responds to the market, but also reshapes the market. Three
abilities are required for an Airbnb-related entrepreneur: (1). Able to structure network with other market actors
“with the purpose to exchange resourcesand co-create value”; (2). Able to produce “exchange, normalised and
representational practices” with other actors to frame the interactions; (3). Able to create the market picture,
reflecting their knowledge of the new market (Sigala, 2019: 164). It is imporant to realise that these
entrepreneurs play a significant role in the Airbnb ecosystem, and their actions on the market can be further

explored (ibid).

2.4. Conclusion

For England, scholars (Ferreri and Sanyal, 2018; Holman, Mossa and Pani, 2018) consider the influence of
deregulation and the role of the planning sector, particularly when the LPAs have been passively driven by the
relaxation of regulation on STR. In London, the fields of planning led by LPA and policy-making led by Local
government seem to be ‘mutually exclusive entities’ (Holman, Mossa and Pani, 2018: 610). Ferreri and Sanyal
(2018) meanwhile observe the intensive communication between Airbnb and the UK government on the re-

inscribing practice of STR, either through direct lobbying or through indirect mastering of data.

Within this context, the influence of the digital space permeated every side of urban practice, including
governance matters (Artioli, 2018). This chapter reviews various issues arising from previous studies based on
three scales: city, neighbourhood, and individual, and reflects the way in which the digital dimension coupled

with the activity happens in real space. By considering the physical-digital interactions of Airbnb-mediated STR
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market that span multiple scales, the next chapter provides a methodology rationale to explore the dynamic

interaction of digitally-mediated activity and the surrounding environment.
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3. METHODOLOGY

3.1. Introduction

This study integrates both quantitative and qualitative methods to engage with the overarching research
question: How and to what extent might a multi-scalar consideration of Airbnb’s proliferation in London
promote an interpretative framework taking into account the digital — physical interaction of the STR market?
As noted by Johnson, et al (2007: p. 123) that mixed methods “combine elements of qualitative and quantitative
approaches (e.g., use of qualitative and quantitative viewpoints, data collection, analysis, inference technigues)
for the broad purpose of breadth and depth of understanding and corroboration”. According to Creswell (2003),
the underlying paradigm for mixed methods research is pragmatism where the focus has revolved more around
the research question rather than the research method. This pragmatism embraces mixed approaches to view
the research problem and gather inspiration for interpretation and condensing data from a range of methods

(Cherryholmes, 1992).

This study applies explanatory sequential mixed methods. The approach requires first a quantitative research
phase, and then the qualitative study builds on the findings from the quantitative investigation (Berta, Bottero

and Ferretti, 2018). As such the research is designed into two main stages:

1. The quantitative analysis: to articulate the city-wide variance of Airbnb activity level, (through
mapping the spatial pattern of Airbnb listings and the spatial variation of Airbnb proportional
contribution —which shows that the proportion of rental market profit contributed by Airbnb market
varies from neighbourhood to neighbourhood).

2. The qualitative study: to investigate the development process of Airbnb market in different
residential neighbourhoods, through analysing the expansion process along the longitudinal axis and
gaining insight into the local rental property market condition and the city-level planning

environment.
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. Quantitative results . Generally emphasis
Data Collaction g leadto need for | —> Data Collaction —> on quantitative;
Data Analysis further clarificati Data Analysis litati
Results urther clarification Results qualitative results
or participant selection explain & elaborate

Figure 2. Mix methods designs - explanatory sequential mixed methods design (Plano Clark et al., 2008).

The selection of case study areas in stage 2 is based on the initial findings from stage 1, which highlights
residential neighbourhoods with high and persistent Airbnb activity. This method circumvents the usual
approach to case study selection, where research value may be preferentially given to a certain geographical
category: ‘inner city’, ‘periphery’, ‘rural’ etc. By following the statistical pattern this selection criterion has the
merit of reducing bias in selecting case study regions. The in-depth investigation of cases could provide a
systematic way to connect specific, neighbourhood scale observations with quantitative analysis at the city scale.

The following sections detail the research approach following the 2-stage structure.

Table 1. The methodology of the study. (Table by author)

Methodoloy: Mixed methods (sequential design)

Strategy: GIS (Geographic Information System) Case Study approach

Data collection:  Secondary data Secondary data Semi-structure Interview
Data analysis: Spatial analysis | cross-case analysis [ Content analysis

3.2. Stage 1 - Quantitative Analysis

Aim and output

The first part of the study aims to statistically explore and represent the disruptive spread of STR activity across
London. it uses the quantitative data of Airbnb listings in 2019 and 2020 to investigate Airbnb’s proportional
contribution to the private rental market in all London LSOAs (Lower Layer Super Output Areas). Unlike
borough/ward, population vary greatly, the LSOAs keep a consistently sized statistical unit. The stage-1 output

is two interactive maps™* representing and to a certain extent forecasting the expansion of Airbnb

* the interactive map links - 2019 (file:///Users/zixuanxiong/Desktop/JAN%20R /guide_links/v2 link2019.html) ; 2020

(file:///Users/zixuanxiong/Desktop/JAN%20R/guide_links/v2_link2020.html).
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activity in London, colour-coded to statistically correspond with the percentage of rental income divided from
the conventional rental market into the Airbnb in each neighbourhood. The processed data used to produce this
map will be attached in appendix A as a spreadsheet. The two maps are then used to inform the selection of

case study areas in stage 2.

Data Analysis Scope

The statistical calculation limits its scope to only ‘full-time’ listings. The reason is twofold: 1) to reduce variation
in data input so comparisons across different areas are more straightforward; 2) Full-time listings are far more
likely commercialised properties geared toward non-local tourists in contrary to ‘normal’ Airbnb, which is let out
by the owner-occupants only in parts of a year. As such the limited data pool sharpens the research results in
diagnosing the impact of STR as a commercialised practice that is leading to more for-profit activity for the non-
locals. As Wachsmuth and Weisler (2018) defined, a full-time Airbnb listing is occupied for at least 120 days (4
months) a year. Accordingly, Grisdale further investigates the commercial listings in Toronto and detailed the
description of full-time listings, which has excluded two types of units (private room and shared room) and
primarily focus on the listings tagged as entire apartment/house. This study adds another condition — a
professional listing should be booked instantly on the platform, which means that it is always available and the
host is often ready to host guest(s). Therefore, in this study, a full-time listing needs to satisfy three conditions:
(1). the listing is occupied for at least 120 days a year; (2) The unit type is tagged as an entire apartment/house;

(3). The listing can be booked instantly.

Retain only the listings that satisfy three

— conditions below[2]: - —
1. Active listings[1] -the unit type is entire homelapt; ——— |2. Full-time listings
-occupled for at least 120 days (4 months)
-listings that can be booked instantly
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The second step to determine the disruptive influence of the STR activity on urban accommodation is to explore
its revenue model of short-term rental platform, via the framework proposed by Wachsmuth and Weisler (2018).
In their framework, Airbnb proportional contribution — the percentage of rental income divided from the
conventional rental market into Airbnb — displays the market activity level in the present private rental market.
Their model applies an economic explanation for the displacement impact of Airbnb market growth. As such,
this study builds on this approach to estimate the intensity of activity at all London neighbourhoods. The

equation of the percentage of capital flowing into the Airbnb market is as follow:

A

percentage ofrental revenuer flowing in STR Market = 178 (Equation 1)

A: total airbnb revenue =

Estimated average Airbnb Revenue at a LSOA x dwelling stocks at corresponding LSO0A;
B:total rent paid to private rental market =

Average Rental Revenue of Long term Rental Housing at a LOSA X dwelling stocks at corresponding LSO4;

Choice of LSOA instead of borough as basic unit of calculation

(1). LSOA is a smaller unit and allows the result to be more neighbourhood-s pecific.

(2). Each LSOA is defined as an area containing 1500 people, disregarding geographical size. By conducting the
analysis by the unit of LSOAs the mapping produced will not only indicate how different London areas fare in
terms of STR expansion but can also give an indication of the intensity of this activity in relation to population

distribution.

The Pandemic

The analysis time frame is set to compare the changing trends from 2019 to 2020. The reason is twofold: (1). the
most recent development reflects the most updated market tendencies of STR (2021 data was not available at
the time of analysis); (2). due to the COVID-19 pandemic tourism has seen a sharp decline with international
travel practically impossible. This would help uncover imperceptible / unconventional Airbnb activities that in a

‘normal’ year would have been drowned in data resulting from seasonal fluctuations in the tourism industry.
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3.3. Stage 2 — Qualitative Study

Aim and output

Unravelling the implications of large trends at a neighbourhood scale is critical for developing a coherent
narrative, in which inferences made from neighbourhood scale and larger trend analysis support one another.
loannides, Roslmaier and van der Zee (2019) stress the importance of case studies in the context of Utrecht.
They discuss the growth of STR accommodation can cause the expansion of tourist bubble by analysing the
Lombok neighbourhood. Another study on Berlin analyses the how the digital platforms like Airbnb reframe the
tourism space that is previously fixed, using two neighbourhoods as case studies (Stors and Baltes, 2018).
Wachsmuth and Weisler (2018) suggest a need for more qualitative research for making inferences on a
neighourhood-scale activity. The research output for this stage comprised of the longitudinal analysis tracing
the development process of Airbnb listings in three case study neighbourhoods and 6 semi-structured interviews
conducted with local real-estate agents and academic experts. These transcripts form an in-depth understanding

of the Airbnb digital marketplace in different London neighbourhoods.

Case Study Selection

Case study areas were selected based on their deviation to the general trend exhibited by all LSOAs, measured
by change in

(a). the proportional contribution from Airbnb to total rental revenue

(b). total number of listings.

Longitudinal Trend Analysis

The longitudinal study of Airbnb market is used as a starting point of qualitative investigation to trace the market
change from 2016 to 2020. The price trend of Airbnb market is important when tracking the level of digitally-
mediated STR activity. There are seven aspects to Airbnb market: (1). The number of Airbnb listings; (2).
percentage of active listings; (3). Area’s total revenue growth year over year (%); (4). Average revenue (per listing)
growth year over year (%); (5), The contrast of median and average Airbnb listing price; (6). The number of Active

Airbnb listings; (7). The total revenue of Airbnb listing, and one aspectto local housing stock — the housing stock
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growth (%) at borough level. In pursuit to understand the influences of Airbnb under specific neighbourhood

context, the longitudinal changes in each aspect are compared across different urban neighbourhoods.

Semi-structured Interviews

The semi-structure interviews were conducted with local real estate professionals and academic researchers, so
as to understand the private rental market and the planning practice in London. Only the agents from the case
study areas were invited to the study. Their reflection on the development of Airbnb market adds additional
depth and rigor to the study, either by pointing other possible situations that has been omitted or by highlighting
complexity and interconnection between Airbnb model and market trend (or other factors that may affect the
Airbnb activity). The background of two academic experts were: One researcher has worked on the regulatory
responsesto STRs in Europe, and another researcher has focused on the London’s planning system, and the role

of planning actors in the system, including the planning practice on managing platform-mediated STR activity.

Table 2. The list of research participants - semi-structured interview

Participant Background Date of
interview
Agent A (from South Tottenham) Association of Residential Lettings agent 20/02/2021
Agent B (from Kilburn) Letting negotiator 20/02/2021
Agent C (from Nine Elms) Letting manager 04/03/2021
Agent D (from Kilburn) property manager & accredited landlord in London 05/03/2021

Landlord Accreditation Scheme

Researcher A Researcher has focus on the London's planning system, | 03/02/2021
and the role of planning actors in the system.

Researcher B Researcher has worked on the regulatory responses to | 10/03/2021

short-term rentals in Europe.

A content analysis approach is applied to analyse the qualitative interview data. It is acknowledged as a flexible
method of analysis which enables the construction of a systematic vision of rich data (Punch, 1998). The open-
ended responses are abstracted and organised into themes with careful attention paid to divergent views. The
process of a inductive content analysis can be broken into few key stages: 1. preparing phase — develop a sense
of the whole of the interview as a context; 2. Open coding — divide up the content into pieces (i.e., sentences,

phrases, and words that depict a particular phenomenon within the specific context); 3. Organising themes —
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identify coherent as well as distinctive themes, which consist of core themes and their sub-themes (Elo and
Kyngds, 2008). Since the sample size is relatively small, the themes are manually coded in this study. After the
condensed themes are reviewed and assigned to overarching themes, it can be linked to the topics extracted

from current academic literatures.

3.4. Ethical consideration

Interviews were conducted with local real estate agents on a one-to-one basis. To the interviewee this can
sometimes feel as if they are put in a compromised position and scrutinised by the ‘academic researcher’ coming
from a self-proclaimed higher position. To ensure the comfort and confidence of the interviewees time and
effort was taken by the researcher to prepare succinct descriptions of the research both in written and verbal
forms to fully brief the interviewee of the scope and anonymity of the interviews. The questions and
conversation style were carefully crafted so as to respect the interviewees' positions and personal values. The
interviews were conducted during a lockdown period and extra care was taken to ensure sanitation standards
were met throughout the process. On top of that no indoor conversation would proceed, online / phone
conversations were offered as the preferred interview method and in-person communication to only take place
at the insistence of the interviewee. (The sample of information sheet and consent form can be found in

appendix B, and the example of interview question can be found in appendix C)

Another consideration is the data resource derived from Inside Airbnb, which is a non-commercial, independent
organization that provide data scraped from Airbnb website. The shared data at this website has been widely
used in many academic studies over the past few years. In addition, the data applied in this study are also publicly
accessible: price, location, type of room, number of listing. The information about hosts is excluded from this

study (i.e., userid, username).
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4. QUANTITATIVE FINDINGS

This section begins with the city-wide spatial study of Airbnb activity over two continuous years — 2019 & 2020,
followed by neighbourhood-level investigations on the growth of Airbnb activity in three urban neighbourhoods,
selected based on the criteria of ‘persistent activity’ outlined in Methodology. On the neighbourhood scale,
longitudinal investigation on the process of Airbnb development coupled with the analysis of interviews with

local letting agents offer insight into the specific factors affecting the property market and planning environment.

4.1. City-wide analysis — differential level of activity across London
Statistics were gathered to grasp the general trend of Airbnb development (table 1). In order to display the
shifting market dynamic during the pandemic, data from 2020 is compared with 2019 as a ‘pre-pandemic’
baseline. Approximately 52.76 per cent of listings were active on the Airbnb market in October 2019. In October
2020, this number dropped to 33.65 per cent. This substantial change is understandable considering the

pandemic on a global scale has led to travel restriction and lowered demand for Airbnb.

Airbnb listings show greater annual revenues than the average revenue of aconventional long-term rental. Table
2 shows estimations of the average monthly revenue of an Airbnb listing vs. a conventional rental property. On
average, a host can earn more from short-term than long-term rental if the property is hired for longer than 183
days in a year. Within all Airbnb properties, the number of full-time listings (available for hire 365 days a year)

isabout 6,176, or 23 per cent.

Table 3. The number of listing and the percentage of active listing at 2019 and 2020. (Table by author)

Year Number of listings Active listings
Oct 2019 83888 44261 (52.76%)
Oct 2020 76620 25775 (33.65%)
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Table 4. The average monthly revenue of an Airbnb rental and of a conventional long-term rental (Highlighted blue
hackground shows how many nights an active listing in London would need to rent out in order to achieve similar revenue
that generated from rents of long-term rental.) (Table by author)

Price benchmark Average rent in private Average price of active Airbnb listing
rental market (£110 per night)
(£55 per night)
Rental period per annum 365 60 90 182 255
(nights)
Revenue per month 1644 550 814 1645 2305
Revenue per annum 19728 6600 9764 19745 27666

However, the non-spatial statistical evaluation conducted above is unable to present the variation of activity
level across the city and cannot address the mechanism by which Airbnb’s invasive presence affects local housing
markets. To answer these questions, the following spatial analysis reveals the location and pattern of how rental

revenues are redistributed to the Airbnb market across London neighbourhood. (Figure 3)

4.1.1. The spatial pattern of Airbnb market activity
As the two maps show, Airbnb activity is most intense at city centres, particularly around tourist-popular areas.
The darker the colour, the greater the proportion of total rental market profit contributed by Airbnb market.
Urban neighbourhoods in entertainment districts, such as Soho and Mayfair, have received the most rental
revenue from Airbnb. Outside of entertainment districts, it is important to note that a substantial amount of

Airbnb activity is presentin many residential neighbourhoods, which are vulnerable to rental price fluctuations.
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Figure 3. The percentage of capital flow contributed by Airbnb into the local market in (a) 2020 and (b) 2019. (A darker colour
suggests a higher percentage of total revenue flow into Airbnb, for example, the lightest colour represent the percentage
range of 0.0 to 0.01 (0% to 1%); Each dot represents one full-time Airbnb listing). (Diagram by author)
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In some places with low overall rental revenue from Airbnb, the contribution is made by very few Airbnb listings
many long-term rentals. For example, in LSOA-E1004737, Westminster, one Airbnb listing contributes 6% of total
rent in that area among around 200 rented dwellings. The average annual income of an Airbnb listing is nearly
double of an average private rental dwelling, even when the Airbnb is occupied for less than half of the year.
Within this context, Cocola-Gant and Gago (2019) suggest that Airbnb now acts as a mediator or a

technical tool that can make rental housing investment more palatable and profitable.

As mentioned above, activity level is measured in two indicators: 1) number of active listings and 2) proportion

of rental market profit contributed by Airbnb market. The results from 2020 are summarized into four types:

Table 5. The four different circumstances of the Airbnb activity in urban neighbourhood, and the possible location for the
condition to occur (analysed based on 2020 data from inside Airbnb). (Diagram by author)

Total number of listings | Proportional contribution The condition is often been observed at Example

(Number of dots) (Colour of the area) | Tourist-popular | In-between | Peripheral
area or CBD[2]| area[3] area
High High v A
Low High v B

Low Low v c
High Low v v v D

Type A (with high number of listings and a large amount of revenue flowed into Airbnb market) has been
discussed at length by existing literatures. Popular attractions bring an area, along with its surroundings, to
overflow capacity with tourist accommodations (Schifer and Braun, 2016). Soho is one such example, with an

average Airbnb price of £ 210 per night and nine per cent of total rental revenue coming from the Airbnb market.
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Type B areas have fewer listings than Type A, but the Airbnb market still generates a substantial rental revenue.
This condition can often be observed at neighbourhoods adjacent to the core area of the city. These
neighbourhoods often have some unique ‘selling points’, such as having historical architecture or Airbnb offering
the experience of living on a boat (see figure 3). Their proportional contribution by Airbnb market can be much
greater than peripheral residential areas. At the same time, due to their uniqueness, such listings are rare and

unlikely to be replicated.

Type C represents mostly neighbourhoods far from the city centre, usually with a smaller number of listings and
less revenue from Airbnb market. The average listing price is relatively low compared with most other
neighbourhoods, but still exceeds / levels with the average annual rental revenue for long-term rental. It is worth
noting that listings in these areas appear to group around access to public transport. Cheam, located in the

London borough of Sutton, has four active listings all near the train station with average nightly price of £64.

Type D presents a peculiar combination: high number of listings with low rental revenue. This situation is often
observed at residential neighbourhood near the city centre. Forexample, two residential neighbourhoods (Nine
Elms, Lambeth & South Tottenham, Haringey), whilst geographically distanced, exhibit a similarly low proportion

of rental revenue diverted into Airbnb market (about 3.3 per cent and 2.9 per cent respectively).
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