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Individual Report: Evaluation of the Use of Management Accounting Tools and Techniques in Supporting Financial Decision-Making at Jaguar Land Rover
1. Introduction
Jaguar Land Rover (JLR) is a British manufacturer of luxury automobiles and sport utility vehicles. Tata Motors has owned it since 2008. The corporation is headquartered in Coventry, UK, although it maintains a significant global presence. The company operates plants in the UK, China, Slovakia, India, and Brazil, employing over 40,000 individuals globally. The company's primary offerings consist of renowned models, such as the Range Rover, Defender, Discovery, and Jaguar. They specialise in plug-in hybrid electric vehicles (PHEV) and fully electric vehicles, while also providing after-sales services, accessories, and financing options. JLR's consolidated revenues for fiscal year FY25 (April 2024 to March 2025) amounted to £29 billion (unchanged from the prior year), its profit before tax and exceptional items reached £2.5 billion (the highest in the last decade, reflecting a 15% year-over-year increase), and its adjusted EBIT margin stood at 8.5% (consistent with the previous year). This indicates that the corporation has adjusted to the shift towards electrification and to macroeconomic issues, including inflation and supply chain disruptions (Jaguar Land Rover, 2025a; media.jaguarlandrover.com, 2025).
Management accounting is crucial for contemporary enterprises as it provides comprehensive internal data for strategic planning, operational management, and performance assessment. The automotive sector must contend with substantial expenditures in green technologies, macroeconomic fluctuations (inflation, trade barriers), and stringent sustainability mandates. To ensure the efficient utilisation of resources, mitigate risks, and achieve long-term objectives, methodologies such as cost-volume-profit analysis, flexible budgeting, and activity-based costing are employed. These technologies assist JLR's Reimagine strategy by enabling the company to make informed decisions amidst global challenges while still profiting from its substantial investments in electric vehicles. Incorporating non-financial data, such as emissions, into financial models enhances their predictive accuracy and stability over time (Drury, 2018, pp. 64–100; Atrill and McLaney, 2021, pp. 66–100; Zimmerman, 2019, pp. 253–300).



2. Cost Analysis and Business Model
JLR derives the majority of its revenue from the sale of luxury vehicles, accounting for approximately 90% of total income, while also generating income from after-sales services, spare parts, accessories, and financial services. The company's revenues remained approximately £29 billion in FY25, attributable to a strategic shift towards a more lucrative product mix. This encompassed an emphasis on high-margin vehicles such as the Defender (which achieved record sales), the Range Rover, and the Range Rover Sport, and an increase in the PHEV segments (up 22% year-over-year in certain categories). The mean transaction price is approximately £70,000 per unit, indicating that the company operates within the luxury market segment. The corporation is diversifying by entering growing markets such as China and India and providing mobility services. The Reimagine plan integrates electrification with profit generation via sustainable models and strategic partnerships, including collaboration with BNP Paribas on green finance. This addresses the increasing worldwide demand for electric automobiles. This model possesses sufficient robustness to accommodate market fluctuations, and after-sales services can provide assistance during sales declines (Automotive World, 2025; Jaguar Land Rover, 2025c).
Fixed costs constitute around 65–70% of JLR's total expenses. Luxury production necessitates substantial financial investment in research and development (R&D), modernising plants (such as preparing Halewood and Solihull for electric vehicle manufacture), compensating administrative personnel, and accounting for depreciation and amortisation. In FY25, total capital expenditure amounted to £3.8 billion, reflecting a 9% increase compared to the prior year. The acceleration of the Reimagine plan was the reason behind this. Variable costs (30–35%) encompass essential elements like as aluminium, lithium-ion batteries, and semiconductors, in addition to worldwide logistics and variable marketing expenses (VME), which increased in FY25 to support the promotion of electrified vehicles. Management implemented significant measures to enhance operations, such as reducing depreciation through the gradual discontinuation of outdated Jaguar models, strategically procuring materials (including recycled aluminium), establishing collaborations with suppliers in cost-effective regions, and adhering to circular economy principles. This resulted in a 15% year-over-year improvement in operational profit despite stagnant revenues. Management accounting instruments such as cost-volume-profit (CVP) analysis identify break-even points and illustrate the impact of various scenarios on the firm, such as the effect of increased battery prices on profit margins. Activity-based costing (ABC) precisely allocates indirect costs to products, elucidating the true cost drivers, such as the complexity of electronics in electric vehicles compared to classic internal combustion engine versions. These critical methodologies facilitate decisions such as discontinuing the old Jaguar and reallocating resources to higher-margin product lines, while considering external factors, like fluctuations in raw material prices (Tayles and Drury, 1997, pp. 43–55; Porporato, 2016, pp. 389–404; Purwohedi, 2023, pp. 31–40; Gulshan, 2024).
Table 1: Key Financial Indicators FY25 vs. FY24
	Indicator
	FY24 (£ billion)
	FY25 (£ billion)
	Change (%)
	Main Observations

	Consolidated Revenues
	29.0
	29.0
	0 (flat)
	Stable premium mix, consistent volumes

	Profit before tax and exceptionals
	2.2
	2.5
	+15
	Highest in a decade, effective cost control

	Adjusted EBIT Margin (%)
	8.5
	8.5
	Flat
	VME increases offset by efficiencies

	Total Capital Expenditure
	~3.5
	3.8
	+9
	Reimagine acceleration, electrification focus



Table 2: Estimated Cost Structure (FY25)
	Cost Type
	Main Examples
	Estimated Proportion (%)
	Main Decision Impact

	Fixed
	R&D, factories, administrative salaries, and transformation
	65–70
	Strategic EV investments, legacy depreciation reduction

	Variable
	Materials (aluminium, batteries), logistics, VME
	30–35
	Volume fluctuations, sourcing optimisation, circular economy





3. Budgeting and Financial Planning
Budgeting is integral to JLR's operations as it ensures the optimal use of resources in alignment with the Reimagine goal. Capital budgets indicate to corporations the allocation of substantial funds (£18 billion over five years, with £3.8 billion designated for FY25) for initiatives such as electrification, industrial modernisation, ADAS validation, and the development of an EV platform. Flexible budgets enable adjustments to your financial plan in response to external factors, such as disruptions in aluminium supply or U.S. tariffs. Conversely, operating budgets monitor everyday expenditures. Zero-based budgeting (ZBB) is a methodology that necessitates a comprehensive justification of each expense from the beginning of each budgeting cycle. This reduces waste and enhances financial discipline. Participative budgeting encompasses operational management, enhancing forecast accuracy and fostering team commitment (Zimmerman, 2019, pp. 253–300; Lata and Ussahawanitchakit, 2015, pp. 322–334).
In FY25, consolidated operating expenses, encompassing materials, personnel costs, administrative overheads, and VME, increased by around 2–5% year-on-year, estimated at £26.5–27 billion. This occurred because of both internal and external factors. The internal growth was attributed to accelerated investments in electric vehicles (EVs), software development, and marketing initiatives for plug-in hybrid electric vehicles (PHEVs) and EVs. Material inflation, US tariffs (27.5% on select imports), and worsening conditions in China collectively exert heightened pressure on prices. Management implemented measures to reduce fixed costs by optimising supply chain management, discontinuing the outdated Jaguar brand (resulting in savings on depreciation and amortisation), renegotiating supplier agreements, and prioritising high-margin production. The implementation of these measures, coupled with rolling forecasts and quarterly budget evaluations, maintained the EBIT margin at 8.5% and generated a net cash flow of £278 million, demonstrating the efficacy of Zero-Based Budgeting in risk management (Jaguar Land Rover, 2025a; media.jaguarlandrover.com, 2025).




Table 3: Year-on-Year Changes in Key Indicators (FY24 vs. FY25)
	Indicator
	FY24 (£ billion)
	FY25 (£ billion)
	Change (%)
	Main Factors

	Estimated Operating Expenses
	~26.0
	~26.5–27.0
	+2–5
	EV investments, inflation, ZBB adjustments

	Profit before tax
	2.2
	2.5
	+15
	Cost efficiencies, depreciation reduction

	Free Cash Flow
	2.3
	1.5
	-35
	Net cash positive position



JLR's budgeting is increasingly incorporating sustainability goals, setting aside money for projects that reduce emissions and promote a circular economy, which helps the company stay strong over time (Datar and Rajan, 2014, pp. 400–500 approx.; Porporato, 2016, pp. 389–404).
4. Performance Measurement and Decision-Making
There are five key performance indicators (KPIs) that JLR uses to monitor performance. These KPIs include both financial and non-financial variables.
1. The adjusted EBIT margin is 8.5%, which is the highest it has been in the past ten years and has not changed from the prior year. This demonstrates that the company is operating efficiently.
2. Profit before taxes and other expenses: £2.5 billion, which represents an increase of 15% over the previous year and demonstrates the overall profitability of the organisation.
3. The free cash flow was £1.5 billion, which is the second-best performance in recent years and indicates that there are funds available for investments.
4. Retail Sales: 428,854 units, which is a slight decrease from 431,733 units in FY24 and indicates that there is demand from customers.
5. Reduce the amount of carbon dioxide emissions throughout the whole value chain, to reach net-zero emissions by the year 2039 (which is approximately twenty percent below the baseline), in accordance with the sustainability goals (Jaguar Land Rover, 2025a; IFAC, 2023).
According to Kaplan and Norton (1996, pp. 71–79), these key performance indicators (KPIs) provide a balanced scorecard, which enables the evaluation of performance from a variety of perspectives. The expedited electrification (an investment of £3.8 billion in FY25), the systematic discontinuation of legacy Jaguar models to reduce fixed costs, the emphasis on high-margin production (Defender, Range Rover Sport), pricing modifications informed by CVP analysis and market data to maintain premium margins in the face of inflation, and partnerships for the procurement of batteries and sustainable aluminium are all examples of strategic decisions that have been significantly influenced by financial and non-financial data. The steps taken here point to a shift away from a strategy that is orientated on volume and towards one that is centred on quality and sustainability. Mills (2023) and Tayles and Drury (1997, pp. 43–55) researched alternative solutions, one of which was the diversification of supply chains, in relation to the examination of macroeconomic risks.
5. Sustainability and Ethical Considerations
Under the Planet Regenerate initiative, a component of Reimagine, JLR incorporates sustainability into its financial decision-making processes. The objective is to achieve net-zero carbon throughout the entire value chain (operations, supply chain, vehicles) by 2039. Management accounting employs life-cycle costing (LCC) to ascertain the total cost of manufacturing electric vehicles, considering factors such as emissions and recycling. Investments in recovered aluminium, circular economy initiatives, and low-emission suppliers are evaluated using specific KPIs (Scope 1, 2, and 3 emissions reduction), influencing budget distribution and investment decisions (for instance, a £15 billion shift to electric-first by 2025). Notable progress includes a decrease exceeding 20% in absolute emissions from the baseline, along with the integration of sustainability protocols into digital systems for pre-launch KPI forecasting (Jaguar Land Rover, 2025a; Jaguar Land Rover, 2025d; IFAC, 2023).
From an ethical perspective, JLR enforces a rigorous Code of Conduct that prohibits corruption, forced labour, and practices detrimental to competition within the supply chain. Premium pricing remains equitable and does not exploit consumers, while cost reductions are implemented responsibly, such as enhancing logistics efficiency without compromising safety or environmental standards. Elevated battery expenses and the transition to electric vehicles present significant challenges that can be addressed by harmonising profitability with social and corporate responsibility, in accordance with international standards (UN, GRI, TCFD). Transparency in sustainability reporting and independent audits bolster ethical credibility (Atrill and McLaney, 2021, pp. 308–320; Gulshan, 2024, pp. 6–8; Purwohedi, 2023, pp. 31–40).

6. Conclusion and Recommendations
The research indicates that Jaguar Land Rover employs management accounting methods such as CVP, ABC, ZBB, and the balanced scorecard to manage complex costs, plan significant expenditures, and evaluate performance as the company transitions towards electrification and sustainability. The FY25 results, featuring a record profit of £2.5 billion and a stable EBIT margin, underscore the significance of these measures for maintaining resilience and profitability under stagnant sales and elevated external challenges. Incorporating sustainability and ethics into financial decisions enhances long-term strategic positioning.
Recommendations based on management accounting principles:
1. Sophisticated application of activity-based costing to precisely allocate indirect costs in the production of electric vehicles and batteries. 
2. Employing artificial intelligence and dynamic forecasting in the budgeting process to enable rapid adjustments to economic fluctuations, including tariffs and raw material costs. 
3. Assigning greater significance to non-financial KPIs (such as emission reduction, biodiversity preservation, and supplier satisfaction) in performance evaluations and incentive structures for management.



List of all abbreviations (in alphabetical order):
· ABC – Activity-Based Costing: A method of allocating indirect costs to products/services based on actual cost drivers (e.g., number of operations, complexity).
· ADAS – Advanced Driver Assistance Systems Technologies such as automatic emergency braking, lane-keeping assist, traffic sign recognition, etc.
· CVP – Cost-Volume-Profit Analysis that examines the relationship between costs, sales volume, and profit; used to calculate break-even point and scenario simulations.
· ESG – Environmental, Social and Governance Framework for evaluating a company's non-financial performance (sustainability, social responsibility, corporate governance).
· EV – Electric Vehicle: Fully battery-powered vehicle (no internal combustion engine).
· FY – Fiscal Year The company's accounting period; for JLR: April – March (e.g., FY25 = 1 April 2024 – 31 March 2025).
· GRI – Global Reporting Initiative: International standard for sustainability and non-financial impact reporting.
· ICE – Internal Combustion Engine: Traditional petrol/diesel-powered vehicles.
· KPI – Key Performance Indicator: Quantifiable metrics used to evaluate success in achieving objectives.
· LCC – Life-Cycle Costing Method of assessing all costs associated with a product over its entire life (production, use, maintenance, recycling).
· PHEV – Plug-in Hybrid Electric Vehicle: Hybrid vehicle with an internal combustion engine + rechargeable battery that allows electric-only driving for medium distances.
· R&D – Research and Development Activities related to innovation, design, and testing of new products/technologies.
· TCFD – Task Force on Climate-related Financial Disclosures Framework for disclosing climate-related financial risks and opportunities in financial reports.
· VME – Variable Marketing Expense Promotion costs that vary with sales volume (advertising, discounts, campaigns).
· YoY – Year-on-Year Comparison of an indicator with the same period in the previous year.
· ZBB – Zero-Based Budgeting. Budgeting method in which every expense must be justified from zero in each budget cycle, without starting from the previous year's budget.
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