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Executive Summary
This context has been discussed in the evaluation of the business model of Airbnb through the analysis of the cost structure and revenue model through which they operate their allocate task. The importance of the system of budgeting regarding the operational performance of Airbnb has been described in this part in a wise manner. Moreover, this report has identified some financial indicators used by the organisation to understand its financial stability and performance. It has also illustrated the sustainable measures used by the company in its business activities, along with the consideration of ethical aspects. 
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This part will highlight the operational activity of Airbnb that offers its lodging services to its target audiences in a precise manner. The overall revenue of this business in 2024 was around 8.46 billion pounds, of which the net income was 2.02 billion pounds for this specific time. These services may include homestay, hospitality services to the guests who want short-term residential support for this period. Also, with the help of management accounting, modern businesses evaluate their performance with the help of accounting and statistical data, as well as take effective decisions regarding their development. The evaluation of year-over-year changes in operating expenses for several years will be highlighted here in an effective way. 

[bookmark: _Toc213931652][bookmark: _Toc213931808]Evaluation of the cost analysis and business model 
[bookmark: _Toc213931653][bookmark: _Toc213931809]Discussing of the revenue model in the UK 
Airbnb operates according to a peer-to-peer platform that directly connects property owners with travellers who are looking for short-term accommodations. The revenue model of this business is mainly commission-based earnings from the accommodation information. 
Service fees: Airbnb charges its service fees in two formats, such as host service fees and guest service fees. The aspects of the host service fee are around 3%, which can be charged to hosts for using Airbnb’s platform to manage their own properties (airbnb, 2025a). This is generally a low percentage of booking value; nevertheless is an important contributor to its income levels. Also, the guest service fee, which ranges from 5% to 15% of the cost of booking. It is charged to the guests at the time of booking and highlighted as a main source of income production. 
Airbnb experiences: Along with the accommodation bookings, Airbnb also uses its experiences that are used by the host to offer unique activities, local tours to the visitors. Due to this, they can take some extra commission, which is around 20% of the booking cost are additional revenue generator for the entity (Foray and Soete, 2025). 
Airbnb Plus and luxury listings: Airbnb also makes additional revenue from the help of its premium facilities, such as Airbnb Luxe and Airbnb Plus, which give them an opportunity to charge higher service fees against the offered services. 
[bookmark: _Toc213931654][bookmark: _Toc213931810]Evaluation of the prime cost structure in terms of fixed and variable costs 
Fixed costs
Brand and marketing: Airbnb distributes substantial budgets towards the functions of marketing that may include elements such as partnerships with channels and digital advertising. While marketing spend can be altered, nevertheless, there is a large portion that is used for brand development as well as maintaining their global presence in the market (Foray and Soete, 2025). 
Technology infrastructure: Airbnb invests a large amount of funds in the improvement of the digital platform, which is effective for running this across several regions and multiple devices. This includes the expenses such as software development, server costs and data security that are effective for the entity (Gervais and Ghennouchi, 2024). 
Variable cost 
Payment processing: Since Airbnb needs to conduct several variations of the transactions every accounting period, and the changes for payment gateways are highlighted as a variable cost depending on the volume of overall bookings. 
Customer support: While the cost of maintaining a good customer support is partially depicted as fixed, nevertheless number of customer service agents will need to increase as this is a growing business. Due to that, the expenses regarding the development of consumer support and related overhead are depicted as variable costs over time (Gervais and Ghennouchi, 2024). 
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[bookmark: _Toc213931656][bookmark: _Toc213931812]Role of budgeting in Airbnb's operations
Increasing operational efficiency: With the help of the activity of budgeting, Airbnb can be able to determine clear targets related to operating expenses, which main objective is to optimise the business cost-effectively. The purpose of the business is to streamline operations and maintenance, a balance in the rise of expenses with the clients' growth, for minimising the operational inefficiencies (Makkar et al., 2025). Due to that, this helps the entity to make systematic investment among the strategic initiatives and technological advancements that are good for the entity. 
Cost control and profit maximisation: The respective entity determines a budgeted expenditure limit for every segment that ensures all costs are upheld within an acceptable limit. For example, the business distributes its funds towards customer service training and evaluates this closely to know expenses against the expected ROI. Due to that, the capacity of the entity for increasing its level of earnings can be maximised over time. 
Forecasting revenue and expenses: The selected business uses the process of budgeting to make the right prediction regarding expenditures and revenue for a specific upcoming accounting period. In that particular case, the main revenue is coming from the bookings of accommodations and Experiences, from budgeting, they can predict business trends, seasonal fluctuations and other aspects. Due to that, this helps in assuring sufficient cash flow management that is effective for covering both variable and fixed costs while evaluating the expansion option. 
[bookmark: _Toc213931657][bookmark: _Toc213931813]Showing the analysis of operating expenses and influencing factors
From the help data of Google Finance, Airbnb's operating expenses have fluctuated for 2024 by some factors that are described here, 
Increase in operating expenses: Airbnb’s operating overaheads in the time of 2024 showcased a moderate enhance as compared to another year (google, 2025). 
Increased marketing spends: As the level of competition among Europe and the UK intensifies, Airbnb has started to increase its promotional and advertising efforts to attract more hosts and visitors. This led to a sudden rise in marketing budget as a strategic decision for maintaining their market share. 
[image: ]
Figure: Business transaction 
Source:  (google, 2025)
[image: ]
Figure: Business transaction 
Source: (google, 2025)
Operational scaling and customer support: For the management of increased volume of bookings and superior service that leads the entity to increased investments in customer service for increasing user satisfaction. 
Macroeconomics influences
The rapid rise in inflation led to increases in business operational overheads that have a direct impact on the consumer base of this entity. Along with that, regulatory modification of 2024 led to the situation where the entity is required to follow certain strict regulations regarding user safety that enhance their compliance-related spending (Dogru et al., 2024). 
Internal adjustments
The selected business has shifted its investment pattern to the development of technological modifications and is scaling its AI-driven systems for users' benefits in terms of fraud reduction. This highlights that business decisions are related to the long-term benefits that increase their efficiency parameter.  
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[bookmark: _k00p6k3csles][bookmark: _Toc213931815]Identification of financial KPIs
A range of quantitative aspects which are used by business organisations to evaluate their financial efficiency and position based on numbers is known as financial KPIs (Klimaitienė et al., 2020). Some of the common metrics used by Airbnb are as follows,
Revenue per room: The income earned by the company on a daily basis using its room facilities and its availability is used to evaluate the financial performance. It highlights the efficacy of the organisation to utilise its available resources and generate the maximum revenue. 
Average daily rate: The price of the accommodations which are paid by the guests and their customers for each night is known as the average daily rate. It shows the ability of the company to list its various facilities on its website and attract customers with this pricing (Klimaitienė et al., 2020). If Airbnb is able to convert these website visitors into actual customers, it adds to its revenue and shows its efficiency. 
Gross margin: This metric is used by the organisation to understand the margin left with it after the cost of services is deducted from the total earnings. Data shows that the gross profit of Airbnb has increased over the past few years and reached 83% in 2024, which is comparatively higher in this industry. 
Net income: This is the most important financial KPI, which is used by Airbnb to understand its financial performance, as the ultimate profit earned by the firm after paying all taxes and interest is calculated (annualreports, 2025). It is used to evaluate the growth in the income of the company over the years, which can attract more investors and generate new growth opportunities. 
Liquidity: This financial metric is used by the company to understand its ability to meet its obligations within a certain period of time. This can be understood with the assessment of current and quick ratios, and a higher result shows positive financial performance, while a decline indicates weak efficiency. 
[bookmark: _dpftwdqvotqj][bookmark: _Toc213931816]Discussing the strategic decision of the company
Business expansion: Airbnb has focused towards the expansion of the business by increasing the line of its offerings and acquiring more consumers (Wisconte et al., 2020). It is the strategy of the organisation to increase its streams of revenue and generate a higher margin both on sales and the production of services. Since the company caters to both hosts and guests, taking its business model and concept to the mainstream is a strategic decision of the organisation, which has a direct influence on its revenue. This helps the entity to reach more customers and create an opportunity to increase its income as well as profit margins, which can be further used for expanding into untapped marketplaces (Wisconte et al., 2020). 
Cost-cutting measures: Focusing on its rising net income encourages the company to cut down its costs with the motive of maintaining the current growth of margins. In order to achieve this goal, the strategy of Airbnb is to increase its operational efficiency and reduce the cost of production per service, which minimises the overall cost of the company. Airbnb is able to create a wide range of networks and audience connections, which helps it to minimise its unnecessary expenses and thus earn a higher revenue (Bello, 2020). The company also make strategic decisions to reduce its COGS, which has a direct positive influence on the amount of its gross margins. 
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[bookmark: _qg6o37s5cv9r][bookmark: _Toc213931818]Integration of sustainability into business decision-making
Sustainability is a high priority in Airbnb, and thus, it is integrated into the decision-making process of the company as well. It aligns with the corporate targets of the firm, which is to reach net-zero emissions by 2030, for which the implementation of sustainable business activities is essential (airbnb, 2025b). In order to achieve this goal, the company makes investment decisions, as huge capital is required to utilise environmentally friendly approaches and transform its current approach. It also considers the protection and prevention of both cultural and social aspects of the tourism spot, for which sustainable travelling is integrated by the organisation. Airbnb also makes decisions to educate its hosts and guests and raise their awareness related to sustainability, and become responsible in their travel activities as well (Bello, 2020). The firm also decides to upgrade its platform to achieve these objectives and create a close collaboration among staff members and the community. 
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Following an ethical approach is significant for Airbnb as it is used both in the pricing and cost-cutting measures of the organisation. The business tries to integrate ethical activities by maintaining a balance between its hosts and guests related to the earnings and expenses of the parties, respectively (Wisconte et al., 2020). To achieve this, Airbnb considers the potential challenges which arise due to its dynamic pricing strategy, as it differs according to different locations and areas of tourism. The company tries to manage the costs of its guests in an ethical manner by making investments in various programs for the upliftment of the community. Any glitch in the technological aspects or the algorithm might pose challenges for the company related to distinct pricing and thus highlights ethical difficulties (Bearne, 2023). Other ethical issues related to pricing strategy are the approach of dynamic pricing, which is followed by the company, as it creates difficulties in understanding the actual cause of price fluctuations.

[bookmark: _pi7xtlo72e22][bookmark: _Toc213931820]Conclusion
The above report discussed the concept of management accounting and highlighted its significance for business organisations. A detailed discussion was made possible as a real-life company, Airbnb, was selected in this study and provided data related to its business and industry size. It continued to shed light on the revenue model of the company, along with the various costs which are incurred by it. Additionally, it analysed the role of budgeting in the organisation and identified KPIs for the measurement of its performance. The company can consider the continuous monitoring of its dynamic pricing strategy, which can help it understand the price shifts in real-time.  Secondly, Airbnb can look into a comprehensive assessment of cost-benefit tools to minimise its costs and boost the profitability of the organisation. 
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