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Boots Uk is one of the largest pharmacy and health and beauty retailers in the United Kingdom. Founded in 1849, the company runs more than 1,800 stores and offers a wide range of products and services, including prescription medicines, healthcare services, cosmetics, skincare, toiletries and optical care.   Boots is part of Walgreens Boots Alliance, a global healthcare and retail organisation running in several countries (Walgreens Boots Alliance, 2024). 

In today’s competitive retail and healthcare market, companies face increasing pressure from inflation, changing customer behaviour and digital transformation. As a result, management accounting has become an essential tool for supporting business decisions. It provides managers with financial and non-financial information that helps them plan budgets, control costs, measure performance and improve profitability (Dury, 2018).

This report evaluates how boots use management accounting tools and techniques to support financial decision making. It discusses the company's business model, cost structure, budgeting process, performance measurement, sustainability initiatives and strategic decision-making while finding both the strengths and limitations of these approaches. 
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Boots Uk runs in the retail pharmacy and health and beauty industry. The company's business model is based on selling a wide range of healthcare products, prescription medicines, beauty products, toiletries, baby care products and optical services through physical stores and its online platform. In addition to product sales, Boots generates sales from pharmacy services, private healthcare services, vaccinations and its well-known advantage card loyalty programme, which encourages repeat purchases and strengthens customer loyalty (Walgreens Boots Alliance, 2024).

From a management accounting perspective, understanding the company’s sales model helps managers make better decisions about pricing, product mix and resources allocation. For example, healthcare services often generate higher profit than some retail products, meaning Boots can increase profitability by expanding these services while keep competitive prices for everyday consumer goods (Atrill and McLaney, 2022).

Boots have a combination of fixed cost and variable costs, which is typical for large retail businesses. 

Fixed Cost remain relatively stable regardless of sales volume and include shop, rent, business rates, permanent employee salaries, insurance, depreciation of equipment and IT infrastructure. These costs must be paid even if sales decrease, making effective cost control essential during periods of lower consumer spending (Atrill and McLaney, 2022).

Variable costs change according to the level of sales. For Boots, these mainly include inventory purchases, packaging, distribution costs, payment processing fees and sales commissions where applicable. For example, during the winter flu season, demand for medicines and health care products usually increases. As sales rise, Boots buys more stock from suppliers, causing variable costs to increase alongside sales. Understanding this cost behaviour allows management to estimate expenses more accurately and avoid stock shortages or unnecessary inventory holding costs. 

Management accounting techniques such as cost classification and activity-based costing (ABC) can support Boots in finding the 
full cost of delivering various products and services. ABC distributes indirect costs based on the activities that create them, providing more exact information than traditional costing methods (Kaplan and Anderson, 2007). For instance, pharmacy service requires trained pharmacists, consultations rooms and regulatory compliance, while beauty products mainly require retail shelf space and sales staff. By understanding these differences, Boots can make better pricing and investment decisions. 

Advantage of Boot’s business model is its diversified sources of income, which reduce dependence on a specific product category and improve financial stability. However, a major disadvantage is its important level of fixed operating costs. Rising energy prices, wage inflation and increasing store operating expenses can reduce profitability if sales growth does not keep pace. Therefore, management accounting plays a significant role in checking costs, improving efficiency and supporting long term strategic decision making. 
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Budgeting is one of the most important management accounting tools used by Boots to support planning and financial decision making. A budget helps managers estimate future income and expenses, distribute resources efficiently and monitor business performance. According to Dury (2018), budgeting enables organisations to compare planned results with actual performance and take corrective action when necessary.

As a large retail and pharmacy business, Boots prepare budgets for different areas of its operations, including store operations, inventory, staffing, marketing, and digital services. Theses budgets help managers ensure that financial resources are used efficiently while keeping elevated levels of customer service. For example, Boots can increase its inventory budget before the winter season to meet the higher demand for medicines, vitamins, and healthcare products. 
In addition to traditional budgeting, the estimation is essential because the retail environment changes quickly. Estimate allows Boots to update expected sales and costs throughout the year based on current market conditions. 
This makes financial planning more flexible that relying only on an annual budget (Atrill and McLaney, 2022). 

The 2024 Annual Report of Walgreens Boots Alliance shows that's operating costs were affected by higher inflation and increased investment in information technology within the Uk business. At the same time, stronger retail sales in Boots Uk helped improve operating performance despite these added costs. This proves how management accounting information supports managers in balancing increased expenditure with opportunities for future business growth. 

Variance analysis is another important management accounting technique. It compares the budgeted figures with the actual financial results and finds the reasons for any differences (Drury, 2018). For example, if Boots spends more than expected on employee wages because of increases in the National Living Wage, managers can investigate the reasons for the variance and adjust future budgets or improve workforce planning. Similarly, if online sales exceed expectations, more resources may be given to Boots to support further growth. 

Budgeting offers several advantages. It improves financial control, supports better decision making and helps Boots prepare for seasonal changes in customer demand. It also encourages managers to use company resources more efficiently. 

However, budgeting also has some limitations. Traditional annual budgets may become outdated because of unexpected events such as inflation, supply chain disruptions or changes in consumer behaviour. For this reason, Boots should combine annual budgets with regular estimate and variance analysis to improve financial flexibility and respond more quickly to changes in the business environment. 

There are internal and external factors influence Boot’s budgeting process. 
Internal factors include investment in information technology, staffing costs, inventory management and marketing activities. These factors are under the company's control and can be adjusted to improve financial performance. For example, if Boots decides to invest in a new digital pharmacy system, the company will need to increase its budget, although this increases short term costs, it may improve customer service and operational efficiency in the long term (Walgreens Boots Alliance, 2024). In contrast, external factors such as inflation, increases in the National Living Wage, changes in consumer demand and supply chain disruptions are outside Boot’s control but can have a significant impact on operating costs and profitability. For instance, higher inflation increases the cost of pricing medicines and beauty products from suppliers, forcing Boots to review its budgets and pricing strategy. Therefore, managers need to regular review budgets and forecasts to respond effectively to changes in the business environment (Atrill and McLaney, 2022).
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Performance measurement is an important part of management accounting because it helps organisations evaluate whether they are achieving their financial performance indicators to check business performance and support strategic decision making. These indicators provide managers with useful information that provides managers with useful information that helps improve efficiency, control costs and increase customer satisfaction (Dury, 2018). 

One of the most important financial indicators is dales revenue. Monitoring revenue allows Boots to assess whether sales are increasing or decreasing over time. For example, if revenue from health care products grows faster than beauty products, managers may decide to increase investment in pharmacy services irrespective or expand health care product ranges to maximise profits. 

Another important KPI is the operating profits margin, which measures how efficiently the company converts sales into profit after running expenses. A declining operating profit margin may show increasing costs or lower sales performance, encouraging managers to review pricing strategies or reduce unnecessary expenses (Walgreens Boots Alliance, 2024).

Boots also check inventory turnover, which measures how quickly products are sold and replaced. A high inventory turnover suggests efficient stock management, while a low turnover may show excess inventory or declining customer demand. For example, if seasonal products stay unsold after winter, Boots may introduce promotional discounts to reduce excess stock an improve cash flow. 

In addition to financial measures, Boots uses non-financial indicators such as customer satisfaction and employee performance. Customer feedback helps managers find areas for improvement in product quality and service, while employee performance support decisions about training and workforce development. Improving these areas can increase customer loyalty and strengthen the company’s competitive position. 

Finally, performance measurement enables Boots to make informed financial decisions based on reliable information rather than assumptions. However, managers should avoid replying on a single KPI because business performance depends on a combination of financial and non-financial factors. Using a balanced range of performance measures provides a more correct picture of the company’s performance and supports better long-term decision making (Kaplan and Norton, 1996).
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Sustainability and Ethical business practices have become increasingly important in management accounting because they influence financial performance, customer trust and long-term business success. Boots recognise that working responsibly not only benefits society and the environment but also supports long term profitability and business growth (Boots, 2024).

Boot’s main sustainability initiatives are reducing its environmental impact. The company has introduced refill stations for selected beauty products in some stores and has increased the use of recyable packaging across its own brand product ranges. These initiatives help reduce plastic waste while meeting the growing demand from customers for environmentally friendly products (Boots, 2024).

Management accounting supports these decisions by helping managers evaluate type costs and benefits of sustainability projects. For example, introducing recyclable packaging may increase production costs in the short term. However, strengthen customer loyalty and reduce waste management costs over time. This allows managers to assess whether the long-term financial benefits outweigh the first investment (CIMA, 2023).

Ethical considerations are also important in Boots decision making. As healthcare retailer, the company must ensure that medicines, healthcare products are safe, high quality and sourced responsibly. Boots also invest in employee training and follow policies that promote equality, diversity and inclusion in workplaces (Boots, 2024).
Although sustainability initiatives provide many benefits, they also present challenges. Environmentally friendly materials and responsible sourcing can increase operating costs, particularly during periods of inflation. However, not investing in sustainability could damage the company's reputation and reduce customer confidence. Management accounting helps Boots balance financial performance with environmental and social responsibilities, supporting decision that creates long term value for both the business and its stakeholders. 
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This report has shown that management accounting plays a significant role in supporting financial decision making at Boots. 
The use of cost analysis, budgeting, estimation and performance measurement resources effectively and improve business performance. These management accounting tools also help Boots respond to changes in customer demand, inflation and increasing operating costs while support its competitive position in the Uk retail and health care market.

The report also found that sustainability and ethical business practices are becoming increasingly important in Boots long term strategy. By investing in environmentally friendly initiatives and responsible business practices, Boots can strengthen its reputation, improve customer loyalty and create long term value. 

Bases on this analysis, three recommendations are proposed. First, Boots should continue investing in digital technology and data analytics to improve budgeting and forecasting accuracy. Second, the company should regularly review its Key performance Indicators (KPIs) to ensure they reflect changes in customer behaviour and business priorities. Finally, Boots should continue expanding its sustainability initiatives, such as reducing packaging waste and improving energy efficiency, as these can support both environmental goal and long-term financial performance.

Finally, effective management accounting enables Boots to make informed decisions, improve operational efficiency and achieve sustainable business growth. 
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