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Executive Summary
Management accounting, which is very essential in budgeting, has taken place in this report. It has discussed diverse particulars about this monetary dimension here. In order to establish the viability of the report, a real-life company has been chosen. It has played an auxiliary role in making a clear concept about the tools and equipment of accounting. An idea of the business model and cost analysis has been provided in this accounts-related report. Along with these, the importance of financial planning and budgeting has also been explored. Before delivering some recommendations in the stage of conclusion, some dimensions of organisational ethics have also been described.
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[bookmark: _Toc214298270]Overview of the chosen business entity
The demand for clean energy has been increasing for the last few years to reduce the impact of global warming to a great extent. Considering this market demand, Tesla emerged under the leadership of Martin Eberhard. The business house was established 22 years ago and has been fulfilling the demand of the consumers of the automotive industry and the industry of renewable energy. The mission of this company is to increase the transition of the world to eco-conscious energy. In the context of achieving this mission, this commercial house has been manufacturing solar power, electric vehicles and advanced solutions for energy storage. It also has the vision of emerging as the most engrossing vehicle manufacturing entity in the 21st century. This entity has been generating 74.23 billion GBP in the last economic year with the assistance of 121,858 workers (Tesla, 2025).
[bookmark: _Toc214298271]Significance of management accounting in decision-making for the modern business
Management accounting is very impactful for organisational decision-making as it helps the authority of the organisations to go beyond various historical data (Alvarez et al., 2021). With the assistance of management accounting, it will be very significant in assisting with budgeting and planning. This also enhances strategic decision-making through analysing diverse risk factors and upcoming trends of company expenditure.
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[bookmark: _Toc214298273]Discuss the revenue model of the organisation
The selected business house, Tesla, has been maintaining the Direct-to-Customer (DTC) model. Triggered through this revenue model, it sells its manufactured product directly to the customers. Such a model helps the business house in controlling the price, monitoring the consumer experience and distribution of products. The prime feature of the DTC model of revenue is that it can mitigate the concept of dealership (McKee et al., 2023). It has been seen that this automotive company strongly operates and owns all online platforms and showrooms. Due to this approach, the consumers of this entity can directly buy the vehicles from the website of Tesla. With the assistance of this model, all the vehicles can easily be customised and ordered as per the convenience of customers. It also provides a seamless digital experience to its consumers through curtailing overhead costs, which are closely attached to physical dealerships. Different types of advantages can be leveraged by the DTC model, which is the core source of income for Tesla. Incorporating this particular model, dealerships can be removed and it also helps the commercial house in paying commissions (Chiaverina and Drogué, 2025). Such a framework of generating revenue also guides Tesla in maintaining brand consistency as it can ensure a certain pricing strategy is extremely uniform.
[bookmark: _Toc214298274]Discuss the key structure of costs of the business entity
Variable and fixed costs are highly important for profitability and pricing strategy which can help to make decisions. Similar to various business houses, this business entity also has some fixed costs and variable costs. The budget allocated for the research and development department, salaries of permanent employees, depreciated price of assets and financial resources for the marketing can be considered as the fixed costs. Those fixed costs have played a critical role in the upgradation of Tesla in the global automotive sector (Teulings and Huysmans, 2025). High fixed costs in automation and factories can reduce per-unit costs as the volume of production is increased. It can also produce more cars at the same cost. This competence in accountancy also leads towards technological leadership and can create brand superiority and competitive advantage for the entity. On a different note, the raw materials, labour costs and the costs of logistics are the variable costs of the entity. The selected business house has been leveraging various benefits from the variable costs. Through controlling the production of EV batteries and the overutilisation of raw materials, it can reduce the variable costs to a great extent.
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[bookmark: _Toc214298276]Discussing role of budgeting in the operations of the chosen entity
Budgeting in Tesla has helped the company to allocate potential resources according to the convenience of the body and its potential consumers. This accounting procedure helps to set goals and design strategic planning. It can play a crucial role in developing full self-driving technology and increase the share in the EV market of the world. It helps to make fiscal projections which can allow the leaders of the business houses to decide the exact area of investing. It also gives an effective strategy at the time of entering a new market (von Hagen, 2023). The company can easily guide the decisions of capital investment, as Tesla has always been a capital-intensive firm. It incorporates a budgeting process to determine the feasibility of new manufacturing plants and anticipate the minimum returns from the new technologies. From the perspective of preventing the misallocation of economic resources, budgeting becomes very crucial. Cash flow management is one of the most critical factors in financial management. It can predict the inflows and outflows and ensure the availability of cash for the investment. It also helps to avoid the shortages of liquidity and ensure accountability at all managerial levels of the organisation to a great extent (Wampler et al., 2021).
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Figure: Financials of Tesla in the last four economic years
Source: (Google Finance, 2025) 
The above graphical presentation shows the change in operational expense. According to the figure, the operating expense in the economic year is 7.44 billion GBP which is a huge growth of 11.65%. It also depicts that Tesla spent 11.65% more capital on operating activities than in the financial year 2023 (Google Finance, 2025). In addition to that, the revenue has been growing by 0.95% more which shows that expenses rise faster than its income. That means the investment-oriented spending of the company has increased significantly. The increase in expense was raised due to the leadership of its higher authority. For example, the commercial entity has invested a massive amount of capital in its research and development programs to upgrade its Full Self Driving  (FSD) software. It also invests  in the scaling of Cybertruck production which includes complex engineering. The operating expense also increased due to investing in mega software development of its grid services (Cybertruck, 2025).
[bookmark: _Toc214298278]Effect of macroeconomic factors
There are various macroeconomic factors that have turned into crucial components in increasing the operating expenditures of Tesla. The first and foremost factor is the inflationary pressure in the global economy. The rate of minimum wage was raised from 2021 to 2024 and due to this reason, the company has to increase the base salary of its workers (Europafound, 2025). This has increased its operating expense and along with that, stringent regulations of autonomous driving have played a crucial role in this aspect. Due to such legal distress, the automotive entity has to conduct more testing and documentation which can increase compliance costs. Furthermore, the operational costs in European nations are very high which forces the chosen enterprise to enhance its expenses.
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	KPIs
	Description

	Net Income
	The net income of this company was 5432 million GBP in the economic year 2024, which was 52.7% less than the fiscal year 2023 (Trading Economics, 2025). The net income dropped in the previous year as the company cut the price of its products to remain competitive in the market.

	Earnings Per Share (EPS)
	The EPS of the company declined by 53% where basic EPS was 1.69 GBP and diluted EPS was 1.55 GBP (Nasdaq, 2025). The significant drop of net income also affected the EPS and due to this reason, Tesla emerged as an expensive brand to its consumers.

	EBITDA
	EBITDA is another significant KPI for the selected business entity. The EBITDA of this enterprise was 9450 million GBP which shows that the operations of the company are highly cash positive (Yahoo Finance, 2025). It also protects Tesla from the high increment of Interest rate.

	Customer Satisfaction
	Customer satisfaction is one of the essential non-financial KPIs and this venture of the US automotive sector always focuses on the reduction of incidents, safety and quality (Pourmirza et al., 2024). It can emphasise the improvement of software and help to enhance the reliability of the product. This kind of approach of its products has been improving the brand value of the EV market.

	Employee Retention
	Employee retention is another objective of these selected entities which can stabilise the workforce and maintain a higher volume of manufacturing. Product development and innovation has increased competitive advantages to a great extent (Renadia, 2022). This can curate employer brands, which can mitigate the risk factor of Tesla.


[bookmark: _Toc214298281]Discussing strategic decisions 
After combining all the fiscal and non-fiscal indicators, this certain enterprise has taken various strategic decisions in accordance with retention,  cutting of operational costs, product pricing and development of products. In the context of expanding the fleet, the entity has been using the analytical procedures of cost per unit. For the organisational expansion, it also deals with the complaints regarding delivery time. It can use various cost-related data to cut the operational costs. Under these circumstances, the authority analyses the rise in prices of vendors for global inflation (Daylan, 2023). For this reason, the organisation took care of enhancing the reliability of products and designed a cost structure for the long run.
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[bookmark: _Toc214298283]Integrates sustainability into financial decision-making
The monetary decision-making of the company has been integrated with eco-friendliness to elevate its brand image. It has been investing a huge number of financial resources in  manufacturing solar-powered units. It easily reduces long-term energy costs and supports the goal of carbon-neutral production. The automotive entity is prioritising the manufacturing of the battery to reduce costs and emissions of greenhouse gases. The investment has been made to manufacture highly efficient battery-driven vehicles which can enhance the efficiency of vehicle motors. Such investments help to build a sustainable model of generating revenue. Ethical sourcing of raw material has also been done by Tesla from the perspective of reducing ESG risk (Karaus, 2025).
[bookmark: _Toc214298284]Evaluating ethical considerations in pricing strategies and cost management
The chosen enterprise has to maintain some effective cost management-related ethics which can increase its brand value by multiple folds. It has to focus on curtailing the emissions of manufacturing and make investments for cleaner batteries and a safer environment for the existing and upcoming generation. It should avoid aggressive outsourcing from those nations where environmental regulations are relatively low. On a different note, from the viewpoint of pricing strategies, the company has shown its ethical attributes by lowering the price of EVs and increasing accessibility for cleaner transport (Gavsi, 2023). However, a sudden reduction in price can be financially harmful for the existing consumers.


[bookmark: _Toc214298285]Recommendations and Conclusion 
The aforementioned discussion has shown the significance of management accounting of Tesla. It has described the revenue model of the organisation and the prime cost structure of this company. It has shown that through vertical integration it can be easier in controlling the long-term costs despite facing the increment of short-term expense. However, two important  suggestions can be given to the company to improve its financial activities. It should implement Activity-based costing which will help it remove cost complications (Sánchez-Rebull et al., 2023). Scenario planning and rolling budgets can also be embraced as it will support to increase the adaptability in such a dynamic environment.
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