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Executive Summary
The following report has assessed the way management accounting techniques as well as tools are utilised to support business decision-making regarding finance. An overview of the selected business along with the significance of management accounting for modern businesses in decision-making has been illustrated in the introductory part. Cost analysis model and the cost structures have been analysed based on the selected company. Moreover, financial planning and decision-making, performance measurement, ethical considerations as well as sustainability of the chosen business have been evaluated in this report.  
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[bookmark: _Toc221947859]Introduction
The below-mentioned report has selected Tesco Plc, a famous retail company in the United Kingdom to evaluate the way management accounting techniques and tools are utilised to support decision-making regarding finance. Tesco refers to a well-known British retailer which is established by Jack Cohen in the year 1919. This brand offers drinks, fresh food, homa products, electrical goods, baby products, grocery, and many more items. Tesco has outlined its growth ambitions for the year 2026 as this company in the retail industry plans to launch quality items, at significant value (Tesco, 2026). In the year 2025, this supermarket has already opened 60 new stores. Management accounting is considered a vital technique that assists modern businesses to make decisions based on financial data. This process involves the analysis, presentation, and collection of financial data that can be used by the managers to plan business operations. Financial information of a business that is provided by management accounting is crucial to evaluate for identifying threats and opportunities as well as making business decisions.  


[bookmark: _Toc221947860]Cost Analysis as well as Business Model
[bookmark: _Toc221947861]Revenue model of Tesco
The revenue model of Tesco plc is basically driven by its retail operations, which encompasses general merchandise, clothing, and groceries. The respective company also diversifies its revenue source through digital platforms as well as financial services, which reflects a multifaceted model of business. For 2025, the total annual revenue of Tesco was reached £63.6 billion (Tesco PLC, 2026). Some of the main components of the revenue model of Tesco Include:
1. Most of the revenue of Tesco comes from selling a broad extent of items such as clothing, household items, and groceries both in online and physical stores. 
2. Tesco plc also generates revenue with the help of financial services such as credit cards and insurance. The operating profit from IMS experienced an increase of almost £86 million, in the year 2025 (Tesco PLC, 2026). 
3. The Tesco Clubcard loyalty program is considered one of the significant strategies for monetization. This loyalty program offers first-part information which can be used as significant data for advertising. 
4. Retail media platform of Tesco enables CPG suppliers to have advertising opportunities as well as customer insights. It generates a significant amount of revenue, estimated almost £300 million every year.   
[bookmark: _Toc221947862]Cost structures of Tesco 
Cost structure of Tesco is greatly impacted by its position in the UK retail industry. As this company positions itself as a large-scale retailer, it manages both fixed costs as well as variable costs in an effective way. 
Fixed costs
Fixed costs are considered the expenses that do not quickly change with the volume of sales. This type of costs changes after a period and is necessary for managing the consistent operations within the organisations like Tesco. Costs associated with machinery, warehouses, equipment, IT, marketing, and staff salaries are considered fixed costs for Tesco.
Variable costs
Variable costs are considered the expenses that changes rapidly with the change of sales volume, production, and inventory levels (Corporate Finance Institute, 2026). Costs for logistics, fuel, packaging materials like bags, containers, as well as electricity and water are changed quickly for Tesco. Therefore, all these operating expenses are fell under the segment of variable costs.  
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[bookmark: _Toc221947864]Role of budgeting in the operations of Tesco
Budgeting plays a significant role in the strategic operations of Tesco as it provides a data-driven framework for strategic decision-making and financial control. Tesco Plc uses budgeting to effectively manage operations by focusing on increasing profitability. Some of the main roles of budgeting in the operations of Tesco are discussed below.
Cost control
Budgeting enables the chosen firm to identify stock expenses, refurbishments expenses, and labour costs. Not only this, but also it assists the company in recognising the areas in which spending can increase the budget (Tesco PLC, 2026). By identifying these areas, Tesco can implement relevant measures to maintain profitability.
Resource allocation
Budgeting is also necessary to plan operational functions on a regular and annual basis with Tesco. Operational activities include supply chain management, inventory management, and staffing. It helps the company in ensuring that enough stock is available within Tesco plc to meet the needs of its customers.
Performance monitoring and strategic decision making
Tesco is benefitted by its budgetary control measures as it assists in comparing planned performance with real outcomes, which enhances the accountability within the organisation. Budgeting also helps Tesco in implementing strategic objectives for its new stores. 
[bookmark: _Toc221947865]Changes in operating expenses and management decisions
Changes in operating expenses
In accordance with the financial data, the operating expenditure of Tesco is increased in every year. In the year 2023, operating expenses of Tesco was £77.88 billion, while it becomes £81.86 billion in 2024, which was a 4.9% increase than the previous year. Operating expenses of Tesco in the year 2025 was £85.63 billion. All these increases in the operating expenses of Tesco demonstrate inflationary pressure on energy costs, supply chain expenses, and wages (Trading Economics, 2026). 
Management decisions on changes in operating expenses
As the operating expenditures of Tesco is increasing every year, the management should take decisions on controlling these expenses.
1. Tesco focuses on saving almost £500 million through integrating automation process and AI for reducing the growth of operational costs.
2. The loyalty program of Tesco helps the company to take decisions regarding its pricing strategy to balance its sales volume with profit margin. 
3. Budgeting also assists the respective company in identifying the need to invest in energy-efficient technologies to decrease operational costs. 
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Revenue growth
The growth of revenue helps Tesco in identifying their sales volume in every year. Therefore, it is considered a financial KPI which is significant for understanding the business expansion and the demand of customers. If the revenue of the company increases, it shows the enhancing product sales of the company (Tesco Insurance, 2026). Management accountants are responsible for analysing revenue trends to recognise the best product.
Operating profit
It helps in demonstrating the profits that Tesco Plc earns by selling its products and other operating activities. It is considered another KPI which is significant for understanding that high sale does not always mean increase profitability (Tesco PLC, 2026). Management accounting assists Tesco Plc in improving efficiency as well as controlling costs. 
Market share
This KPI demonstrates the position of Tesco in the retail industry by comparing it other competitors like Sainsbury’s. Market share is considered both a strategic as well as financial KPI (Tesco PLC, 2026). If the market share of Tesco increases, it suggests that the performance of Tesco is also improved. Tesco can decide whether they should reduce prices or improve product quality to attract customers based on this factor. 
Customer satisfaction
It is a non-financial KPI and the satisfaction level of the customer is measured by using Net Promoter Score as well as customer feedback. Customer satisfaction plays a significant role in the effectiveness of the company (Tesco PLC, 2026). This performance indicator helps Tesco to identify whether their service satisfy the customers’ need. For example, If Tesco finds that the customer satisfaction level decreases, they will try to improve their product quality.   
Free cash flow
It refers to the cash that remains to the company after paying all the expenses related to its operation. It is considered one of the most significant KPIs as remaining cash helps the company in investing in new stores, improving technology, and paying employees. Management accountants are responsible for supervising cash flow of Tesco on a regular basis to determine its financial performance.  
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Decisions regarding business expansion
Tesco uses its KPIs for making significant decisions regarding business. The respective company makes business decisions regarding expanding its branch on the basis of its revenue growth and market share. If Tesco opens new stores in a new location, it can contribute to increased revenue.
Improvement of efficiency
Tesco can implement cost-cutting measures in its operation by using AI, decreasing waste, and enhancing supply chain management. Management accountants can analyse its cost structure to compare budgeted costs with actual costs. 
Investing in technology
Tesco should invest in technologies such as check-out machines and online delivery systems to improve its operation as well as enhance customer satisfaction (Wolniak et al., 2024). Management accountants can use techniques like return on investment to ensure that the investments contribute to the profitability of the company. 
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[bookmark: _Toc221947870]Illustrating the way Tesco integrates sustainability into its economic decision-making
Tesco integrates sustainability into its decision-making process related to finance by implementing sustainability targets called “Little Helps” into its KPIs as well as long-term business objectives. The respective company also uses credit facilities as well as sustainability-linked bonds with interest rates. 
Performance-linked finance
Tesco, the grocery company in the UK announced significant plans to develop a supply chain finance program which is sustainability-linked (Tesco PLC, 2026). It offers suppliers financing rates based on their emissions reduction targets, development against sustainability objectives, and carbon data disclosure. 
Supplier financing
Tesco builds partnership with Santander as it offers suppliers significant financing rates based on the sustainability criteria such as setting reduction targets. It helps the respective company in ensuring sustainability in their operations particularly in financial operations. 
Energy-efficient technology
Investing in energy-efficient technologies can help Tesco to promote sustainability in its operations. The respective company integrates solar panels and other renewable energy-sources to ensure sustainability (Terzis and Gotzamani, 2025) . Management accountants use many techniques like cost-benefit analysis to identify whether this technique reduce energy costs. This initiative assists the chosen firm in ensuring profitability for a long-term while maintaining sustainability. 
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Cost management
Ethical considerations in cost management refers to decreasing operational costs without affecting the stakeholders of the company. It is the responsibility of Tesco to maintain social responsibility with cost reduction. For instance, to maintain profit, Tesco needs to reduce labour costs. However, the respective company cannot reduce employee wages as it may decrease service quality. Therefore, Tesco should balance these aspects effectively by developing a safe working environment and determining fair wages.
Pricing strategies
Ethical pricing strategies should be maintained by Tesco to operate within a competitive industry in an effective way. Poor pricing strategies must be removed by the company to ensure competitiveness (Woods, 2022). Management accounting should be used by the company for cost analysis and setting competitive prices, which ensures profitability while offering affordability to the customers. Clubcard discounts offered by Tesco can provide value to their customers. Ethical pricing strategies of Tesco can also enhance consumer trust.


[bookmark: _Toc221947872]Conclusion
The above-mentioned report has evaluated the way management accounting techniques and tools are utilised within Tesco to support economic decision-making. The background of Tesco along with the significance of management accounting in business decision-making has been illustrated. The role of budgeting and financial planning in the operations of Tesco have been analysed. Business decision-making on financial or non-financial data and performance measurement technique have been used to identify non-financial or financial KPIs of Tesco. The way Tesco integrates sustainability in its financial decision-making and the importance of ethical considerations in pricing strategies and cost management of Tesco have been evaluated in this report. Modern businesses should implement balanced scorecards to determine ethical practices resonate with financial goals. In addition to that, the integration of predictive data analytics should be enhanced across pricing models and supply chain to decrease waste.
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