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[bookmark: _Toc214459944]1. Introduction
In this report, we will primarily aim to examine how management accounting tools and techniques assist Tesla, Inc. in making financial decisions and explore key topics such as cost structures, budgeting, performance evaluations, and sustainability. The objective is to demonstrate how management accounting information enables managers to make informed decisions that facilitate the planning, control, and enhancement of their organisations' performances.
Tesla, Inc. is a leading multinational enterprise operating in the electric-vehicle (EV), renewable-energy, and battery-storage sectors. Established in 2003 and headquartered in Austin, Texas, the company reported £76.4 billion in revenue for the year ended 2024, supported by a global workforce exceeding 125,000 employees (Tesla, 2025). Tesla’s product portfolio includes battery-electric vehicles (Models S, 3, X, Y and Cybertruck), Megapack storage systems, and solar technologies, positioning the firm as a central actor in the rapidly expanding global EV industry, which grew by more than 25% in 2024 (IEA, 2025; Statista, 2025). In the UK, battery-electric vehicles represent roughly 20% of new car registrations, reflecting accelerating adoption. (Statista, 2025). Key competitors include BYD Company, Volkswagen Group and other legacy automotive and newer Chinese EV manufacturers.
Management accounting plays an essential role in such technologically intensive environments. Atrill and McLaney (2021 and 2022) emphasise its importance for planning, cost control, and performance measurement, while Drury and Tayles (2024) highlight its contribution to strategic resource allocation. Weetman (2013) further notes that integrating financial and nonfinancial information enhances managerial decision-making and organisational accountability. Consequently, management accounting systems are critical for supporting Tesla’s innovation-driven growth, capital investment decisions and operational efficiency in a dynamic global market.
[bookmark: _Toc214459945]2. Cost Analysis and Business model.
Tesla's business model is characterised by a high degree of vertical integration, encompassing electric vehicle manufacturing, battery cell development, software engineering, renewable energy generation, and energystorage solutions. This integrated structure lets the company strategically control its costs while also getting economies of scale from its factories in the US, China, and Europe (Tesla, 2025; McKinsey, 2024). In 2024, Tesla generated £76.4 billion in total revenues, approximately 87% of which originated from automotive activities, with the remainder derived from energy storage and services (Tesla, 2025).
From a management accounting perspective, an examination of Tesla’s cost structure reveals a combination of substantial fixed costs and volatile variable costs, consistent with the characteristics of advanced manufacturing firms. According to Drury and Tayles (2024), fixed costs arise from long-term capacity commitments, such as Gigafactory construction, automation, depreciation of production assets, salaried labour and R&D infrastructure. Tesla’s R&D expenditure in 2024 amounted to approximately £3.54 billion, reflecting ongoing investment in autonomous driving, Dojo supercomputing and next-generation vehicle platforms (Statista, 2025). The magnitude of these fixed commitments necessitates rigorous budgeting, capital investment appraisal and cost-volume-profit (CVP) analysis to assess break-even thresholds and scalability.
On the other hand, raw materials such as lithium, nickel, and cobalt, semiconductor components, freight, energy inputs, and direct labour primarily drive Tesla's variable costs. These cost drivers exhibit significant sensitivity to global commodity prices and supply-chain constraints (BloombergNEF, 2024). Atrill and McLaney (2021) highlight that understanding cost behaviour is fundamental for pricing decisions and margin analysis; Tesla’s global price reductions in 2023–2024 illustrate the strategic trade-off between margin compression and market-share expansion. These decisions require detailed standard-cost frameworks and variance analysis to monitor deviations in material usage, labour efficiency, and manufacturing overhead.
Tesla’s direct-to-consumer sales model eliminates dealership intermediaries, allowing the firm to retain higher contribution margins and improve customer lifetime value (FT, 2024). This aligns with Weetman’s (2013) assertion that management accounting supports strategic positioning by offering information about customer profitability and channel efficiencies. In its energy segment, Tesla applies project-based costing, similar to activity-based costing (ABC), ensuring that overhead resources related to MegaPack installations, software configuration, and site engineering are allocated accurately to individual projects (Tesla, 2024 Impact Report). Overall, Tesla's business model and cost architecture underscore the importance of management accounting in supporting strategic investment, operational efficiency and long-term competitiveness. The combination of high fixed costs, fluctuating variable inputs and rapid technological evolution necessitates robust analytical systems to inform pricing, resource allocation and sustainability-orientated decisions.
[bookmark: _Toc214459946]3. Budgeting and Financial Planning
Budgeting and financial planning are central to Tesla's managerial control framework, enabling the organisation to coordinate resources, evaluate performance, and support long-term strategic objectives. As Atrill and McLaney (2021–2022) argue, budgets function as quantitative expressions of strategic plans, facilitating alignment between operational activities and organisational goals. Tesla operates in a highly volatile technological and macroeconomic environment, which makes robust budgeting systems essential for managing uncertainty, cost pressures, and capital intensity.
In 2024, Tesla reported operating expenses (OPEX) of approximately £8.12 billion, a 15.1% increase from £7.05 billion in 2023 (Tesla, 2025). This rise was primarily driven by internal decisions, including expanded investment in advanced driver-assistance systems (FSD), the Dojo AI training platform and early development work on its next-generation vehicle platform. As Drury and Tayles (2024) note, such innovation-led expenditure requires sophisticated investment appraisal techniques, including net present value (NPV) and sensitivity analysis, to assess risk-adjusted returns. Additionally, restructuring costs incurred in 2024—linked to operational efficiency programs—also influenced OPEX, reflecting Tesla's focus on streamlining production and enhancing global cost competitiveness.
Tesla’s leadership commentary (2024–2025) underscores the importance of disciplined cost control as the company navigates price reductions, margin compressions, and intensified competition from global EV manufacturers. The chairman’s statement highlights the need for prudence in capital allocation, with budgetary prioritisation given to high-impact projects such as the Gigafactory Berlin expansion and energy storage scale-up. This shows how strategic budgeting works, where resource allocation is based on both short-term financial returns and long-term competitive positioning (FT, 2024; Reuters, 2025).
Externally, macroeconomic factors significantly influenced Tesla’s 2024–2025 budgeting cycle. Rising global commodity costs, exchange-rate volatility and inflationary pressures in logistics exerted upward pressure on both fixed and variable costs (Bloomberg NEF, 2024). Regulatory environments—such as the U.S. Inflation Reduction Act (IRA) and European carbon policies—also shape budgetary decisions by affecting incentives, demand forecasts, and the economics of localised battery production (IEA, 2025). Tesla incorporates sustainability-orientated budgeting, aligned with its “Profit, People, Planet” corporate philosophy. More and more capital is going into low-carbon manufacturing, integrating renewable energy, and recycling batteries (Tesla Impact Report, 2024). This aligns with Weetman’s (2013) view that modern management accounting must incorporate social and environmental dimensions into financial planning to support long-term organisational stewardship.
Overall, Tesla’s budgeting and financial planning processes demonstrate a sophisticated integration of financial forecasting, risk assessment, sustainability priorities, and strategic decision-making—enabling the organisation to manage complexity while sustaining its innovation-driven growth trajectory.
[bookmark: _Toc214459947]4. Performance Measurement and Decision-Making
Performance measurement is an important part of Tesla's management accounting system. It helps the company make strategic and operational decisions in a fast-changing, technology-driven, and capital-intensive environment. According to Atrill and McLaney (2021), effective performance measurement requires a combination of financial indicators, non-financial metrics and strategic analysis to ensure alignment with organisational objectives. Tesla’s performance framework reflects this integrated approach through the use of both quantitative KPIs and qualitative sustainability-orientated indicators. Key financial KPIs include net income, operating margin, geographic profitability, return on invested capital (ROIC) and cash flow from operations. Tesla recorded a net income of approximately £5.5 billion in 2024 after USD–GBP conversion, representing a decline from 2023 due to strategic price reductions and margin compression (Tesla, 2025). Tesla’s geographic income before tax reveals that international operations contributed £5.19 billion, significantly exceeding the £1.79 billion generated in the United States. This geographic variance, supported by segmental profitability analysis recommended by Drury and Tayles (2024), has shaped Tesla’s decisions to expand capacity in Germany and China, where scale economies and local incentives enhance long-term margin potential (Reuters, 2025).
Tesla’s non-financial KPIs include production efficiency, vehicle delivery volumes, battery cost per kWh, energy storage deployment, customer satisfaction and workplace safety metrics. Vehicle deliveries reached 1.94 million units in 2024, reflecting strong operational capacity despite competitive pressures (IEA, 2025). Energy storage deployments grew rapidly with Megapack scaling, reinforcing Tesla’s diversification strategy and supporting its long-term sustainability objectives (Tesla Impact Report, 2024). As Weetman (2013) notes, non-financial indicators, such as quality, productivity, and innovation, are essential for understanding future performance potential. Performance information from these KPIs directly informs Tesla’s major strategic decisions. For instance, analysing declining margins and rising inventory in 2024 prompted Tesla to implement global price reductions, prioritising market share and production scale over short-term profitability. This is in line with what Atrill and McLaney (2022) say about management accounting needing to help make decisions that balance financial performance and competitive positioning. Similarly, Tesla’s restructuring initiatives—aimed at reducing operating cost run rates—were guided by variance analysis highlighting inefficiencies in production and overhead absorption (FT, 2024).
Tesla’s dashboard-based reporting system enables the real-time monitoring of KPIs, integrating sustainability, financial performance, and operational metrics. This supports long-term decision-making regarding Gigafactory expansion, investment in autonomous driving technologies and scaling energy business operations. McKinsey (2024) notes that such integrated KPI systems are critical for firms undergoing large-scale technological transformation.
Overall, Tesla’s performance measurement system demonstrates a sophisticated application of management accounting, supporting data-driven strategic decisions and reinforcing its competitive advantages in the global EV and energy markets.
[bookmark: _Toc214459948]5. Sustainability and Ethical Considerations
Sustainability and ethical stewardship have become integral to Tesla's financial decision-making framework, embedded within a broader commitment to environmental responsibility, innovation-led growth and stakeholder value creation. Tesla’s sustainability strategy reflects a Triple Bottom Line (TBL) orientation—People, Planet, and Profit—consistent with contemporary management accounting perspectives that emphasise integrating social and environmental impacts into organisational decision processes (Weetman, 2013; Deloitte, 2024).
From a Planet perspective, Tesla prioritises low-carbon manufacturing, circular-economy principles and renewable-energy integration. The company’s 2024 Impact Report highlights substantial reductions in lifecycle emissions for its vehicles relative to internal combustion engine alternatives, as well as investments in battery recycling, water stewardship, and waste minimisation. These sustainability priorities influence capital budgeting decisions, as long-term investments in Gigafactory solar utilisation, closed-loop materials and energy-efficient robotics require assessment using discounted cash flow and sustainability appraisal methods (Drury & Tayles, 2024; Tesla, 2024).
In relation to people, Tesla has expanded programmes focused on workforce development, workplace safety and community engagement. Nevertheless, restructuring activities in 2024 raise ethical considerations relating to employee welfare, labour rights, and transparency. Ethical decision-making frameworks, emphasised by Atrill and McLaney (2021), suggest that management accounting systems should consider the consequences of cost-reduction initiatives for employees and local communities. Tesla’s health-and-safety metrics, training investments and workforce optimisation policies serve as important non-financial KPIs shaping internal decisions (OECD, 2024).
From a profit standpoint, Tesla’s sustainability agenda intersects with ethical pricing and cost management. The company's price cuts around the world in 2023 and 2024 were meant to encourage people to buy electric vehicles and make them more affordable. This shows a trade-off between short-term profits and long-term benefits for society through more electrification (FT, 2024; IEA, 2025). Ethical pricing considerations include fairness for consumers, competitive integrity, and responsible supplychain sourcing. Tesla's responsible sourcing policies for lithium, cobalt and nickel reflect due diligence obligations aligned with ESG reporting norms and IFRS sustainability disclosure expectations (IFRS Foundation, 2023).
Overall, Tesla demonstrates growing alignment between sustainability objectives and management accounting practices. The integration of environmental cost accounting, ethical pricing analysis, and TBL performance metrics reinforces Tesla's ambition to balance financial performance with social and environmental responsibility—an approach supported in the academic literature as essential for long-term organisational resilience.
[bookmark: _Toc214459949]6. Conclusions and Recommendations
This report has demonstrated that management accounting plays a central role in supporting Tesla's financial decision-making across cost analysis, budgeting, performance measurement and sustainability integration. Through the application of management accounting tools—such as cost-volume-profit analysis, variance analysis, segmental reporting and sustainability-aligned budgeting—Tesla is able to manage high fixed-cost structures, respond to margin pressures, and allocate resources strategically in a rapidly evolving industry. The analysis highlights that Tesla’s long-term competitiveness depends on data-driven planning, robust performance frameworks and the integration of ethical and environmental considerations in financial decision-making.
Based on the findings, three recommendations are proposed.
First, Tesla should strengthen scenario-based budgeting to better anticipate market volatility and regulatory changes.
Second, the company should expand sustainability accounting, including full lifecycle costing for batteries and supply-chain ESG audits.
Third, Tesla should enhance KPI transparency by integrating financial and non-financial dashboards across global operations to support real-time managerial decision-making.








[bookmark: _Toc214459950]7. References

Atrill, P. & McLaney, E.J. (2021) Management Accounting for Decision Makers. 10th ed. Harlow: Pearson Education.
Atrill, P. & McLaney, E.J. (2022) Accounting and Finance for Non-Specialists. 12th ed. Hoboken, NJ: Pearson Education.
BloombergNEF (2024) Battery Materials and Cost Outlook 2024. Bloomberg New Energy Finance.
Deloitte (2024) Sustainability and ESG Reporting Developments 2024. Deloitte Insights.
Drury, C. & Tayles, M. (2024) Management and Cost Accounting. 12th ed. Australia: Cengage Learning.
Financial Times (2024) ‘Tesla adjusts pricing strategy amid global EV competition’, FT.com. Available at: Home - Financial Times (Accessed: 19 November 2025).
Financial Times (2024) ‘Tesla restructures operations amid falling margins’, FT.com. Available at: Home - Financial Times (Accessed: 19 November 2025).
IFRS Foundation (2023) IFRS Sustainability Disclosure Standards Overview. IFRS.
International Energy Agency (2025) Global EV Outlook 2025. Paris: IEA.
McKinsey & Company (2024) Automotive and Mobility Disruption Report. McKinsey & Co.
McKinsey & Company (2024) Sustainability in Automotive Supply Chains. McKinsey & Co.
OECD (2024) Responsible Business Conduct and Due Diligence Guidance. OECD Publishing.
Reuters (2025) ‘Tesla expands international production capacity’, Reuters.com. Available at: Tesla's German plant plans to lift production, factory boss tells DPA news agency | Reuters (Accessed: 19 November 2025).
Statista (2025) Global electric vehicle sales growth 2015–2025. Available at: https://www.statista.com (Accessed: 9 November 2025).
Statista (2025) Tesla: research & development expenditure 2010–2024. Available at: https://www.statista.com (Accessed: 9 November 2025).
Statista (2025) Tesla Vehicle Delivery Statistics. Available at: https://www.statista.com (Accessed: 9 November 2025).
Tesla, Inc. (2024) Impact Report 2024. Tesla. Available at: Impact | Tesla (Accessed: 19 November 2025).
Tesla, Inc. (2025) Form 10-K for the year ended 31 December 2024. U.S. Securities and Exchange Commission. Available at: https://www.sec.gov (Accessed: 9 November 2025).
Tesla, Inc. (2025) Shareholder Deck Q4 2024. Tesla Investor Relations.
Tesla, Inc. (2025) Quarterly Update – Q3 and Q4 2024. Tesla Investor Relations.
Weetman, P. (2013) Financial and Management Accounting: An Introduction. 6th ed. Harlow: Pearson Education.
Yahoo Finance (2025) TSLA Financials and Operating Expenses. Available at: Tesla, Inc. (TSLA) Stock Price, News, Quote & History - Yahoo Finance (Accessed: 19 November 2025).
Google Finance (2025) Tesla (TSLA) Operating Expense Trends. Available at: https://www.google.com/finance (Accessed: 19 November 2025).


image1.png
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David




image2.jpeg




