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[bookmark: _Toc233050374]1. Introduction
Airbnb is a digital marketplace that connects guests with over five million hosts in more than 220 countries and regions around the world and generates service fees as its primary source of revenue for stays, experiences and services (Airbnb, 2026). Such platforms are defined by Akbar and Tracogna (2018) as transaction-cost reducing intermediaries whose size depends on the participation of the network of places, not necessarily the ownership of the accommodations themselves. Thus, management accounting plays a central role as Airbnb has to educate itself about the fluctuation that characterizes travel demand, manage the technology and support costs and, evaluate growth without the usual hotel stocks to rely on. Atrill and McLaney (2024) agree that relevant managerial information should be linked to costs and revenues and non-financial drivers as well, and Drury and Tayles (2021) highlight budgeting and performance measurement as connecting mechanisms between strategy and accountable decisions. In this report, the cost model; budgeting; key performance indicators; sustainability and ethical responsibilities of Airbnb are all critically evaluated.
[bookmark: _Toc233050375]2. Cost Analysis and Business Model
The asset-light revenue model does not necessarily result in a cost-light business model for Airbnb. The company acts as an agent and records service-fee revenues at guest check-in while keeping no control over the inventory of accommodations and in general not determining the price for the host (Airbnb, 2026). In the market influence Airbnb is becoming more like a lodging corporation, with the economics still that of a digital platform, Dogru et al. (2020) contend. This is where the scalability comes in, as further bookings do not require Airbnb to buy rooms, but, the revenue is constrained by supply of host rooms, and demand for customer rooms and platform trust. Whereas Guttentag et al. (2018) reveal that users appreciate price, authenticity and convenience, Cheng and Jin (2019) establish that cleanliness, communication and location trend to be featured in the customers' reviews. As a result, cost savings, such as staff downsizing in a customer support capacity or lessening checks on a property and its safety may lower short-term spending, but have long-term adverse impacts on the non-financial measures that drive future revenue.
Airbnb's cost structure consists of expenses that have relatively fixed amounts but also volume-sensitive ones. Product-development salaries, corporate administration, compliance legalities and cybersecurity core platform infrastructure, the lion's share of which happens outside of our budget period. This is operating leverage, and as Drury and Tayles (2021) describe, the growth of revenue causes these costs to be divided across a greater number of transactions, which helps but if revenue declines, the cost base is exposed. Some of the costs that typically scale with transactions are described by Airbnb as variable or semi-variable costs, such as merchant fees, chargebacks, payment processing, data hosting, customer support, refunds, host-protection insurance and performance marketing (Airbnb, 2026). However, according to Garrison et al. (2021), contribution analysis can be a useful tool if the contribution can be distinguished from the costs. But with Airbnb's shared technology and trust and safety tools, simple cost calculation cannot be trusted. Activity based costing would thus be more useful than overhead averages in general — payment processing, dispute resolution, fraud prevention and regulatory barriers vary in their use of resources from market to market, and between booking categories.
[bookmark: _Toc233050376]3. Budgeting and Financial Planning
We have to be adaptive when it comes to budgeting in the Airbnb world and not just annual. Atrill and McLaney (2024) describe a budget as one instrument that coordinates the resources of an organisation and sets its expectations of performance; and Garrison et al. (2021) state that flexible budgets split the distinction between an activity-based spending level and what can be controlled by management. This is crucial since Airbnb has seasonal demand, is exposed to the currency, and is subject to inflation, regulation, and unequal growth across the globe. Hossain (2020) also shows that sharing economy players face institutional and competitive uncertainty that traditional budgets may fail to shed light on. Factors like lead times realized for bookings, cancellations, average daily rate, customer acquisition cost and regional demand are then likely to be better decision support for rolling forecasts than for fixed annual forecasts.
Financial implications of Airbnb's expansion plans can be seen in the company's 2025 operating expenses. The rise of 13% in total costs and expenses, from $8.549 billion to $9.697 billion, was higher than the 10% growth of revenue (Airbnb, 2026). Product-development spending was up 14% primarily due to the increase in payroll and number of employees and sales and marketing spending grew by 20% driven by increased marketing activity, field operations and third-party service spending. Operations and support grew by 4% only, hinting at some level of economies of scale, but cost of revenue went up 11% on higher merchant fees, software amortisation and data-hosting spend. Important to note here is an adverse expenditure variance is not necessarily a bad thing if the expenditure has added value – as in greater learning space for the future has been purchased (Drury and Tayles, 2021). However, it seems Airbnb traded incremental growth for incremental costs, as there was an increase in costs from 77% of revenue to 79% of revenue, and a decrease in operating margin from 23% down to 21%.
According to Google Finance (2026), Airbnb's operating expenses grew 16%, while revenue grew 18% during the same period of time, suggesting that costs did not outpace growth. Variance analysis should show the effect due to volume and the effects due to Price/Efficiency. In the case of merchant fees, there is a significant volume component, which is a relevant basis to assess, while additional payroll and marketing spending should be measured in terms of incremental bookings, retention or market penetration. Forecasts should actually account for market mix, as, as shown by Gibbs et al. (2018), prices for Airbnb properties are systematically determined by their property and service features and by their location. Airbnb also cites macroeconomic risks, such as inflation, interest rates, exchange rate fluctuations and sluggish consumer spending, as ongoing risks (Airbnb, 2026). Scenario budgets thus need to include strain through demand contraction, currency depreciation and tougher regulation but sensitivity analysis should be carried out estimating the changes in contribution and cash generated by changes in booking numbers, average daily rate and the percentage of services fee.
[bookmark: _Toc233050377]4. Performance Measurement and Decision-Making
Since financial performance is a lagging indicator of Airbnb operations, integrated performance indicators, both financial and non-financial, are needed. Revenue has increased by 10% to $12.241 billion, bookings have grown by 8% to 533 million Nights and Seats Booked, and gross booking value has gone up by 12% to $91.273 billion (Airbnb, 2026). Adjusted EBITDA grew 7% from $4.041 billion last year to $4.297 billion with the margin dropping 1 percentage point from 36% to 35%. Free cash flow increased from $4.484 billion in 2024 to $4.613 billion in 2025 while the margin fell from 40 percent to 38 percent. Atrill and McLaney (2024) state that financial ratios need to be viewed in conjunction with related factors driving their performance, and Dogru et al. (2019) show that the scale of Airbnb's growth can have a tangible impact on existing hotel performance. The KPI mix is accordingly mixed – the transaction scale grew while revenue and cash generation grew but the expenditure grew faster which led to lower margins.
Different decisions can be made using the five selected KPIs. The difference between revenue and nights and seats booked indicates Airbnb's skill in monetizing platform-based activity while the number of nights and seats booked highlights transaction growth. Gross booking value also offers a forward-looking indicator; the revenue generated from the services is booked at the time of the client's arrival. Adjusted EBITDA permits the management to evaluate underlying operating performance, but Airbnb recognizes that this measure omits large amounts of spending and should not be a substitute for the generally accepted accounting profit measures (Airbnb, 2026). A margin of error can be found when comparing free cash flow items for two periods due to the impact from the advance collection of service fees. Garrison et al. (2021) suggest using a mixture of outcome measures and driver measures in an integrated system. Accordingly, a balanced scorecard should tie these five indicators into guest satisfaction and host retention, as well as safety incidents and reliability of the platform. Cheng and Jin (2019) believe that such approach is recommended as customer reviews provide information on the attributes of services that could only be identified in the accounting information after changes have occurred in demand.
Based on the management decisions taken in 2025, it can be inferred that the company has a growth-oriented strategy and is focusing on diversifying its product offerings. Airbnb's approach involved enhancing services and reshaping user experiences, growing its product development team and boosting its marketing budget, all in an effort to sacrifice some short-term profit in exchange for further demand building into the future (Airbnb, 2026). Guttentag et al. (2018) suggest that adding differentiated experiences, such as offering added value beyond the accommodation, can make the platform more desirable. But Akbar and Tracogna (2018) say that competitiveness can only be achieved by keeping the costs of transacting on the platform low, and by fostering trust between players. The key strategic question isn't whether spending went up, however, but whether what was raised in the process of acquiring customers, by bookers using them more, or of booking and engaging more, was worth the money. The definition of headcount-based post-investment analysis needs to be upgraded, with numbers of incremental regional and service contributors benchmarked against the original business case, instead of revenue growth being used as a proxy for successful investment.
[bookmark: _Toc233050378]5. Sustainability and Ethical Considerations
Energy usage, supplier emissions and community opinion result in operating, reputational and regulatory costs, give Airbnb sustainable credentials financial relevance. The company has pledged to become "Net Zero" by 2030 and reported that the absolute emissions from its "corporate operations" in 2022 were 17% lower than the 2019 baseline (Airbnb, 2023). Curtis and Mont (2020) state that the outcomes that can be attained through SE business models are not merely a reflection of the sustainable inputs they use, but depend on governance factors, as well as on the type of resources used and rebound effects. There are potential environmental and social advantages that can occur from greater utilization of existing assets (Mi and Coffman, 2019). But as Caldicott et al. (2020) show, there can be positive and negative community impacts due to Airbnb. Allowing emissions, supplier risks, and community impacts consequently, to be included in investment analysis, rather than simply external communications that affect reputation, should be part of sustainability accounting.
Ethically, Pricing Transparency, housing externalities, etc., are more salient than mere cost minimisation. The rules of Airbnb for the fee for its services, the algorithm used in the search, the cancellation policy and the value of the accommodation influences its price and visibility, although it's not something Airbnb normally controls. Gibbs et al. (2018) illustrate how listing prices flesh out a whole host of property and location characteristics, and Barron et al. (2021) find the home-sharing activity is linked to rents and house prices rising in the markets that exhibit it. In the same vein, housing-market effects are also found by Garcia-López et al. (2020) in Barcelona, and Nieuwland and van Melik (2020) report growing municipal regulation in response to perceived externalities of the phenomenon of short-term rentals. Ethical management accounting should therefore be used to monitor complaints, any regulatory breaches, neighbourhood disturbance and neighbourhood affordability as well as booking value. Cutting into customer support costs or compliance spend may benefit customer service margins in the short term, but could result in repercussions for guests, hosts, and communities in the form of litigation, regulation, and reputation.
[bookmark: _Toc233050379]6. Conclusion and Recommendations
The platform business model of Airbnb makes for good scalability, but the company's performance in 2025 illustrates that heightening revenues and bookings were not enough to drive margin expansion. Thus it is necessary for management accounting to measure not only the amount of growth, but also the cost and quality of growth. First, Airbnb should start doing the activity-based costing to the market, to the booking category, to the support activity and thus see the contribution margin after payment-processing, the safety costs, the customer-service, and the compliance costs. Second, use rolling forecasts and flexible-budget variance analysis to separate out the volume-driven spending increases from the controllable overtime spending and to test alternative “scenarios” of macroeconomic activity. Third, a balanced scorecard is one that combines sum-of-the-parts measures like revenue, adjusted EBITDA, and free cash flow with host-measures like retention and safety and guest-measures like surveys. The measures would impact resource allocation, but would also lessen the impact of making quick wins at the expense of platform trust and sustainable long-term value in regulatory eyes.
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