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Abstract 
This study addresses two research questions: (1) Does agglomeration benefit home-sharing 
business? and (2) How host capacity and host experience moderate such agglomeration 
effect? A series of econometric analyses using large-scale data of Airbnb in New York City 
were employed. The findings suggest a positive agglomeration effect on a room-sharing 
listing’s performance. Such effect is mitigated as host capacity increases but remains 
strengthened as host experience expands. Theoretical and practical implications are 
highlighted. 
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Abstract 
This study addresses two research questions: (a) Does agglomeration benefit home-sharing 
business? and (b) How host capacity and host experience moderate such agglomeration effect? 
A series of econometric analyses using large-scale data of Airbnb in New York City were 
employed. The findings suggest a positive agglomeration effect on a home -sharing listing’s 
performance. Such effect is mitigated as host capacity increases but remains strengthened as 
host experience expands. Theoretical and practical implications are highlighted. 
 
Keywords: Home sharing, agglomeration, revenue performance, Airbnb, New York City 
 
Introduction and the Research Questions 
 
Location is an essential attribute of a lodging product and can significantly affect a hotel’s 
performance (Balaguer & Pernías, 2013). It has now become an industry standard that a hotel 
defines its competitive set based on the competitors’ geographic proximity in the market (Lee, 
2015). Although proximity in location for suppliers who provide similar services or products 
(e.g., homogenous suppliers) is often associated with competition and may hence hurt a 
business’ performance (Chung & Kalnins, 2001), agglomeration of homogenous suppliers may 
also benefit the business through amplifying the positive externality (Marshall, 2009). The entry 
of incumbents, for example, increases the intensity of competitions (McCann & Vroom, 2010), 
but homogenous suppliers located in the same neighborhood may also gain substantial financial 
and operational benefits through heightened or spillover demands (Lee & Jang, 2015) and 
strategic price positioning in the market (McCann & Vroom, 2010). 
 
Despite the essential role that location plays in a lodging product’s performance, research about 
hotel locations still received limited attention; in particular, analyses with the agglomeration 
models were not employed until 2000 (Yang et al., 2014). In this study, we add evidence to 
location research in the lodging industry by investigating the agglomeration effect on the 
performance of Airbnb listings, a new and alternative lodging product that recently disrupts the 
incumbent hotel business and receives extensive research spotlight (Guttentag & Smith, 2017). 
Our research questions include: (a) Whether Airbnb listings would benefit from agglomeration 
(proximity in location with other Airbnb listings in the same zip code)? (b) Would such 
agglomeration effect vary according to the operation characteristics of the hosts in terms of 
capacity (number of Airbnb listings operated) and experience (length of experience in operating 
Airbnb listings)? Drawing upon the theory of agglomeration, we provide valuable empirical 
evidence of whether the advantage of proximity in location would surpass the drawback of 
competitions when a group of Airbnb listings clusters in the same neighborhood. Practically, 
our findings provide managerial implications on what operational characteristics (host capacity 



3 
 

and/or experience) would help hosts address or leverage the agglomeration effect. Figure 1 
presents a visual diagram of the key measures and their proposed relationships. 
 
Methodology and Findings 
 
We collected a large-scale and unique dataset from AirDNA that consisted of the entire 
population of 84,036 listings managed by 61,707 hosts in 201 zip codes of New York City from 
May 2015 to April 2016 (a total of 12 months). We examined the agglomeration effect among 
Airbnb listings and how it varies according to host capacity and experience while controlling 
listing characteristics, the potential influence of hotels, and the neighborhood demographics. 
Table 1 provides the definitions and the descriptive statistics of the aforementioned variables 
from the data source. We operated the analyses on a stepwise basis. We first estimated the 
baseline model with primary variables of the research interest only. We then included the 
groups of control variables to sequentially expand the richness of information. 
 
The estimation results are presented in Table 2. As suggested in Column (1) – the main model, 
we identified a significantly positive effect of agglomeration on a listing’s performance 
(0.127***). That is, for each 10% increase of Airbnb supply in the neighborhood, a listing’s 
revenue per available night would increase by 1.27%. We further estimated if such positive 
effect of agglomeration would be moderated by host capacity and experience. The results 
suggest that the positive effect of agglomeration decreases as the host manages more listings 
simultaneously (-0.001**). In contrast, experienced hosts would be able to leverage the positive 
effect of agglomeration to enhance the listing performance, as shown in the moderation effect 
of host experience (0.002***). The R-square of the baseline model is 47.2%, which indicates 
that almost half of the variance in the listing performance is explained by the agglomeration 
effect and host operational characteristics. By including groups of control variables in Columns 
(2)-(4), the R-square increases from 47.2% to 69.6%. Among all the controls, listing 
characteristics explain a majority of the performance, followed by neighborhood and hotel 
controls. 
 
Conclusions and Implications 
 
Our findings confirm the agglomeration benefits among Airbnb listings. Moreover, the 
management of experienced hosts would magnify such effect while that of a multi-unit host 
would mitigate such effect. Our study makes several contributions to the literature. Firstly, our 
analysis was built on the theory of agglomeration and enriches the location research in the 
lodging industry with a sample of a new and disruptive lodging product in the market - Airbnb. 
Secondly, we answered the debate of the agglomeration effect in the context of home-sharing 
economy by adding new insights about listings’ proximity in location. Additionally, our 
findings allow us to make specific recommendations to experienced hosts and multi-unit hosts. 
Experienced hosts, for example, may benefits from agglomeration through the spill-over effect 
from the positive externality. For the hosts who want to increase the capacity of managing 
multiple listings, proximity in locations may represent a peril as the agglomeration benefits turn 
to diminish. 
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Figure 1. Research model 
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Table 1. Variable Definitions and the Descriptive Statistics  

 (Unit of Analysis: Listing–Month) 
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Table 2. Effect Estimates 
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