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[bookmark: _Toc224554424]Introduction
Klarna is a financial technology (fintech) company, based in Stockholm, Sweden, which was founded in 2005 and is focused on supplying payment solutions to e-commerce. Klarna is a Buy Now, Pay Later (BNPL) market leader present in more than 20 countries. It presents various products such as instant credit, instalment payment, and consumer flexible financing, whereas merchants receive the advantage of the smooth integration of Klarna in their payment system (Klarna, 2025).
Management accounting has become an important issue in the modern competitive fintech environment that makes companies such as Klarna make sound financial decisions. By using accounting tools and techniques, Klarna will be able to assess the profitability, manage costs, predict financial performance, and plan the resources distribution. Management accounting does not only offer understanding of the key performance measures but also assists in the strategic decision-making concerning pricing, budgeting and financial planning, which can be focused towards business sustainability and growth in the long term.
[image: Klarna | Partner Directory | Stripe Partner Ecosystem]
[bookmark: _Toc224561582]Figure 1: Klarna Group plc
Source: (Klarna, 2025)

[bookmark: _Toc224554425]Cost Analysis and Business Model
Klarna operates a business model that is fundamentally based on the principle of being one of the largest fintech firms globally, which provides Buy Now, Pay Later (BNPL) services (Partida, 2025). The company generates a lot of revenue based on merchant fees, consumer interest and fees and the advertising revenue and the cost structure of the company is made of both fixed and variable costs.
[bookmark: _Toc224554426]Revenue Model
· [bookmark: _Hlk224553004]Merchant Fees: The merchant commission is the biggest source of revenue by Klarna. These charges are based on the quantity of the transaction with Klarna making a percentage of the value of the transaction. Klarna received 21% more commission income in 2024 i.e. SEK 20.3 billion (FY23: SEK 16.8 billion). This is mostly because of the increasing number of merchants that Klarna has in its merchant network exceeding 675,000 merchants worldwide. Klarna payment solutions, like instalments, increase conversion rates and Average Order Value (AOV) of merchants, which is directly affecting their income (Klarna Group plc, 2024).
· Consumer Interest and Fees: Klarna also earns money whenever consumers decide to use a long payment period. During FY24, the interest income increased by 26% YoY and amounted to SEK 7.2 billion (FY23: SEK 5.7 billion). This income is generated by consumers having balances in their instalments. The low late payment rates offered by Klarna, though, are meant to promote payments on time, as it would create a balance between profitability and customer satisfaction.
· Advertising Revenue: Klarna also receives extra income as a result of advertising to merchants whereby they gain more prominence within the platform of Klarna. This is a growing segment since Klarna continues to increase its merchant base.

[bookmark: _Toc224554427]Key Cost Structures
Klarna has both fixed and variable cost, which implies that it needs to scale, but at the same time consider risks related to its business model (Sinambela and Djaelani, 2022).
Fixed Costs:
· Technology Infrastructure: Klarna spends a lot on technology such as software development and cloud services. During FY24 operating expenses prior to credit losses also stood at SEK 19.8 billion. It is a fixed cost because the costs are not dependant on the amount of transactions that Klarna does but rather required to maintain and enhance the Klarna platform and security.
· Employee Salaries and Benefits: Klarna has a considerable fixed cost in terms of salary and benefits outlay. In 2024 the average number of full-time equivalent (FTEs) employed was 3,778 employees as compared to 4,972 employees in 2023. This decline is a reflection of the efforts of Klarna to streamline the efficiency of operations, which is partly caused by the investments in technology.



Variable Costs:
· Credit Losses: Klarna has credit loss provisions that are according to its consumer financing model. During FY24, the growth of credit losses amounted to 35 percent YoY to SEK 5.4 billion (FY23: SEK 4.0 billion). This is partially because of the expansion of the company in the U.S. where credit losses are more than in more advanced markets (Klarna Group plc, 2024).
· Transaction Processing Fees: Klarna has to pay transaction processing costs, such as fees paid to third-party processors and banks. These are variable costs, and as the amounts of transactions increase so do the variable costs.
Overall, Klarna depends on a revenue model based on merchant fees, consumer interest revenue, and advertising but the cost structure is made up of both high fixed costs in technology and infrastructure and variable costs, including credit losses and transaction fees, that increase with business expansion.

[bookmark: _Toc224554428]Budgeting and Financial Planning
[bookmark: _Toc224554429]Role of budgeting
Budgeting is an important aspect of the financial strategy of Klarna, as it facilitates good resource management and alignment of the resources with the growth goals of the company (Suwarno, Fitria and Azhar, 2023). Being a fintech corporation with high stakes in the technological sphere, marketing, and global growth, the budgeting practice at Klarna guarantees the effective distribution of resources. It assists the firm in monitoring performance, projecting cash flow, and risk control especially in the areas of credit losses and market fluctuation.
Budgeting helps Klarna to keep a check on finances and be flexible to grow. Budgeting process entails determination of targets on revenue collection, cost control and planning on capital spending. The scaling of operation is necessary as Klarna aims to make profits and maintain its expenses within limits as it expands globally (Susilowati, 2023).

[bookmark: _Toc224554430]Change in operating expenses
Based on data given by Google Finance, the operating expenses of Klarna (in billions) and their annual changes during the last four years are as follows:
[bookmark: _Toc224561575]Table 1: Operating expenses (YOY changes)
	Operating expense and growth

	Year
	Total Operating expenses (in billion)
	Growth %

	2022
	1.37
	-

	2023
	1.14
	-16.79%

	2024
	1.08
	-5.26%

	2025
	1.24
	14.81%


Source: (Google finance, 2025)
Operating expenses at Klarna grew by 14.81% on YoY, to SEK 1.24 billion in 2025, the opposite of the downward curve in the last few years. This increase was caused by a number of decisions, both internal and external in nature.

[bookmark: _Toc224554431]Implication of management decision
Internal Decisions:
· Investment in Technology: Klarna was focused on innovation that contributed to more investments in the company technology infrastructure such as cloud systems, AI systems, and security systems. This investment is essential to its sustenance of its competitive advantage in the international fintech arena (Amesho et al., 2022). Also, increased product line of the company, including the app and banking services of Klarna, has led to the increase in the operating costs.
· Marketing and Internationalization: Klarna has been actively increasing its market presence especially in the U.S. and this has led to an increased marketing and operational expenses involved in entering new markets and entering into strategic relationships with retailers.

Macroeconomic Factors:
· Inflation: The world economy in 2025 experienced inflation especially in major economies such as Europe and North America. The inflation increased the prices of salaries, goods and services and this impacted the operating costs of Klarna.
· Regulatory and Compliance Costs: Klarna was under increased regulatory pressure, especially regarding its BNPL services (Krause, 2025). This has caused an increase in compliance and legal costs, particularly, consumer protection regulations and financial regulatory requirements in a number of jurisdictions, including the U.S. and the EU.

[bookmark: _Toc224554432]Performance Measurement and Decision-Making
[bookmark: _Toc224554433]Key Performance Indicators (KPIs)
Klarna uses non-financial and financial KPI to measure its performance. Key KPIs include:
1. Gross Merchandise Value (GMV): GMV is used to assess the amount of goods sold using the Klarna network. GMV increased by 13% YoY in 2024, to SEK 1,111 billion which represents a healthy business growth.
2. Net Operating Income: The measure represents Klarna revenues obtained in its key operations. In 2024, its net operating income rose by 25% YoY, to SEK 25.7 billion (FY23: SEK 20.6 billion), due to the growth in the number of merchant partnership and consumer adoption (Klarna Group plc, 2024).
3. Credit Losses Relative to GMV: This KPI financial indicator follows consumer lending risk. Credit losses also increased 35% YoY to SEK 5.4 billion, accounting to 0.49% of GMV as compared to 0.41 in FY23.
4. Active Consumers: The non-financial KPI, this is an indicator of consumer activity. Klarna has around 93 million active consumers in 2024, which means that its services are in high demand (Kankaanpää, 2024).
5. Merchant Network Development: The development of Klarna in terms of its merchant network is crucial to its business. By 2024, Klarna had grown to a total of more than 675,000 merchants and this indicates effectiveness of the global expansion strategy.

[bookmark: _Toc224554434]KPI-Based Strategic Decisions
The strategic decisions of Klarna are motivated by its financial and non-financial figures:
· New Markets: The size of GMV and consumer base has led Klarna to adopt the global expansion strategy. In 2024, Klarna worked to reinforce its position in the U.S., with the help of its massive consumer base and merchant base. This move will be in line with Klarna aspirations to exploit the rapidly expanding BNPL segment in North America.
· Cost-Reduction and Efficiency: Although Klarna has experienced a rise in operational costs, generative AI allowed it to streamline its operations and bring about efficiency to maintain a manageable cost level and enable growth (Ghafoori, 2024). This was one of the internal decisions to enhance cost control without retarding growth.
· Credit Risk Management: Due to the increase in credit losses, Klarna increased its lending policies and risk policy, particularly in the risky markets such as the U.S. The firm was emphasizing on minimizing defaults by loaning at shorter periods and low average order value that are less susceptible to risk.
· Merchant Pricing Strategy: Since Klarna is capable of maximizing the pricing of merchants, its growth in commission income implies that it can enable merchants to maximize their conversion rate and AOV. Klarna has been able to compete on price to attract more merchants and enable it to grow its revenue.
To sum up, performance measurement of Klarna with the help of financial and non-financial KPIs informs its strategic decisions in business areas such as market expansion, cost management, credit risk, and pricing, contributing to its development and flexibility in the fintech sector (Biswas et al., 2022).

[bookmark: _Toc224554435]Sustainability and Ethical Considerations
[bookmark: _Toc224554436]Sustainability and Financial Decision-Making
Klarna is a company that takes sustainability into its financial decision-making process in a systematic fashion, which is described in its Double Materiality Assessment (DMA). This is done to assess the financial impact of the sustainability risks and opportunities, as well as the effect of the company operations to the environment and society (Klarna sustainability report, 2025). Klarna practices sustainability under its Carbon Footprint Management and Climate Change Mitigation Strategy whereby it plans to achieve a net-zero carbon target by 2040. The company aims at cutting its operational emissions, has targets on energy consumption and GHG emissions, and makes sure that its services promote consumer-driven sustainability with conscious shopping options. By integrating these sustainability objectives in its business strategy, Klarna not only addresses the expectations of the regulations but also creates value in the long term based on the global sustainability standards.
[bookmark: _Toc224554437]Ethics in the Cost Management and Pricing Plans
The ethical concept of Klarna extends to its pricing and cost management. The firm aims to keep its costs transparent, so consumers are well aware of the possible costs before signing contracts. The flexible payment services offered by Klarna which include deferred payments and instalment plans are designed in a way that enables consumers to spend their money wisely without ending up with debts. The firm has also ensured low late payments as this will not force the customers to play along with financial constraints.
Klarna is cost efficient and ethical with regards to cost management (Kopalle et al., 2023). It is investing in AI-based solutions to streamline its operations, eliminate unnecessary overheads, and enhance the consumer experience. Nevertheless, the ethical issues that Klarna faces are how the company can keep the interest rates and fees at reasonable levels so as to avoid over-indebtedness, particularly as it enters new markets. Klarna actively communicates with regulators to confirm that its pricing models are in line with consumer protection provisions, especially in the BNPL arena.

[bookmark: _Toc224554438]Conclusion and Recommendations
[bookmark: _Toc224554439]Conclusion
To sum up, Klarna has adopted sustainability as a part of its business model strategy to minimize its carbon footprint and encourage responsible consumption by offering versatile payment methods. Its financial decision-making is aligned to the ESG factors, especially in mitigation of climate change and protection of consumers. Nevertheless, Klarna struggles with the growing credit losses and costs management as it goes global.
[bookmark: _Toc224554440]Recommendations
· Enhance Risk Management: Klarna needs to improve its credit risk evaluation systems, especially in the newer markets, through the use of AI and real-time monitoring of consumer behaviour to mitigate its increasing credit losses.
· Increase Sustainability Reporting: Klarna must report on sustainability in a more comprehensive way, in line with the international standards to improve transparency and trust in stakeholders (Rusu et al., 2024).
· Enhance Operational Effectiveness: With additional automation and data analytics, Klarna will be able to optimize its operations, lower fixed costs, and remain ethical in pricing and become more profitable.
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