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1. Introduction
Boots is a leading health and beauty retailer in the United Kingdom. The company was founded in 1849 by John Boot in Nottingham and is now part of Walgreens Boots Alliance (Boots UK, 2026). Now operates more than 1,800 stores and employs over 51,000 people across the UK and Ireland. Boots provides a wide range of products and services, including medical, healthcare products, cosmetics, skincare, toiletries, optical services, and pharmacy services. The company is well known for its own brands, such as No7, Liz Earle Beauty, Sleek MakeUP and Soap & Glory, and serves millions of customers every year (Boots UK, 2026). Boots is estimated to hold around 40% of the UK beauty market, making it one of the market leaders in health and beauty retail (Boots Uk, 2022).
In 2025, Boots reported revenue of approximately £7.54 billion, operating profit of £355 million, and profit after tax of £261 million (Walsh,2026). The company also paid corporation tax and other business taxes in line with UK and tax regulations, making an important contribution to the UK economy through taxation, employment, and investment. Strong financial performance allows Boots to continue investing in new stores, digital services, healthcare innovation, and customer experience.
Management accounting is the process of collecting, analysing, and presenting financial and non-financial information to help managers plan, control, and make business decisions (Rhode, and Garrison, 2019). Unlike financial accounting, which mainly reports past performance to external users, management accounting focuses on providing internal information that supports better decision-making and improves business performance.
For a large company such as Boots, management accounting help managers control costs, prepare budgets, measure business performance, allocate resources efficiently, and improve profitability. It also encourages Boots to use a double-loop learning system. Double-loop learning means that managers do not only correct problems when they occur, but also question existing strategies, assumptions, and business processes (Smith, 2025). By using management accounting information, Boots can review why performance has changes, identity the real causes of problems, improve future decisions, and adapt its business strategy to changes in customer needs and market conditions. This continuous learning process helps Boots remain competitive in the fast-changing health and beauty retail industry.

2. Cost Analysis and Business Model
Revenue Model
A revenue model explains how a business earns money from selling products and services (Indeed, 2025). Boots UK uses several different sources of income, which helps the company reduce risk and maintain stable sales. Boots UK accounts for the 2024-2025 financial year reveal it made a post-tax profit of £261 Million – 23.7% higher than the year before (Walsh,2026).
The main source of revenue comes from selling health and beauty products, including skincare, cosmetics, toiletries, baby products. Retail revenue grew to £5,26 Billion year-on-year (Walsh,2026). Boots also sells prescription and non-prescription medicines through its pharmacies. Pharmacy services, including dispensing NHS prescriptions and providing health services such as vaccination and health checks, also generate income - £2.27 Billion. According to Walgreens Boots Alliance (2024), Boots continue to expand its healthcare services as customer demand for convenient healthcare increases.
Boots also earns revenue from its online store 60% and mobile application 40%. Online shopping has become increasingly important since the Covid-19 pandemic, with more customers choosing home delivery or click-and-collect services. Boots.com annual sales on its online store amounted to $978.8 million in 2025 (Gripsintelligence.com, 2026). Digital sales now represent an important part of the company’s retail business because they allow Boots to reach customers across the UK while reducing dependence on physical stores.
Another important source of revenue is the Boots Advantage Card loyalty programme. A loyalty programme is a marketing strategy that rewards customers for repeat purchases. The Boots Advantage Card has over 17 million members in the UK, making it one of the largest retail loyalty schemes in the country (Boots Uk, 2026). The programme encourages customers to shop more often by offering points and personalised discounts, which increases customer retention and repeat sales.
Boots also benefits from seasonal sales during events such as Christmas, Black Friday and summer promotions. These periods often lead to significant increases in customer spending because of discounts and special offers.
Cost Structure
A cost structure refers to all the costs a business incurs to operate and deliver its products and services (Schmidt ,2020). Boots have both fixed costs and variable costs.
Fixed costs are expenses that remain the same regardless of the number of products sold. For Boots, these include shop rent, salaries of permanent employees, insurance, business rates, information technology systems, warehouse costs, and depreciation of equipment. Boots operate approximately 1,800 stores across the UK, meaning property and operating expenses represent a significant fixed cost for the business. In 2024 reported approximately $28.8 Billion. (Walgreens Boots Alliance, 2024).
Variable costs change depending on the level of business activity. These include purchasing medicines and beauty products from suppliers, packaging, delivery charges, sales commissions, payment processing fees, and distribution cost. When customer demand increases, Boots must purchase more inventory and spend more on logistics, causing variable cost to rise. In 2024, company reported a cost of sale of $118.9 Billion, while total revenue reached $147.7 Billion (Walgreens Boots Alliance, 2024).
Effective management of fixed and variable cost help Boots improves profitability. The company reduces costs through bulk purchasing, supplier negotiations, digital technology, and supply chain automation. These strategies allow Boots to remain competitive while continuing to invest in its retail, pharmacy, and online services.


3. Budgeting and Financial planning
Budgeting is the process of preparing a financial plan that estimates a company’s expected income and expenses over a specific period, usually one financial year. It helps managers allocate resources, control costs and achieve business objectives. According to Atrill and McLaney (2007), budgeting is an important management accounting tool because it supports planning, coordination and performance evaluation. Financial planning is closely linked to budgeting and involves forecasting sales, estimating future costs, planning investment and managing cash flow to achieve long-term business goals (Drury, 2021).
At Boots UK, budgeting plays a major role in supporting both daily operations and future business growth. The company prepares separate budgets for departments such as retail stores, pharmacy services, marketing, logistics, information technology and human resources. These budgets help managers monitor spending, compare actual performance with planned targets and identify areas where costs can be reduced. Budgeting also ensures that Boots has enough funds to purchase inventory, pay approximately 51,000 employees across the UK business, maintain over 1,800 stores, and invest in new digital services and pharmacy technology. Accurate budgeting improves financial control and helps the company operate efficiently.
Boots also use financial forecasting to predict customer demand throughout the year. For example, sales of medicines, vitamins and healthcare products normally increase during the winter season, while beauty product and gift items experience higher demand during Christmas. By forecasting these changes, Boots can maintain suitable inventory levels, reduce waste, avoid stock shortages and improve customer satisfaction. Budget information also supports investment decisions, including spending on automated warehouses, online shopping platforms, digital healthcare services and supply chain improvements. 
According to recent financial information from Walgreens Boots Alliance, operating expenses have changes over recent years. Total operating expenses increased from approximately $24.2 Billion in 2021 to $25.2 Billion in 2022, $25.8 Billion in 2023, and $25.7 Billion in 2024, representing an overall increase of about 6.3% between 2021 and 2024. During 2025, selling, general and administrative expenses remained high because of continuing investment in technology, business transformation and cost inflation (StockAnalysis.com, 2025).
External macroeconomic factors also contributed to higher operating expenses. High inflation increased the cost of energy, transport and raw materials, while rising minimum wages and labour shortages increased employee costs. In addition, changing consumer spending patterns encouraged Boots to increase promotional activities and focus more on affordable healthcare products. Currency exchange rate movements also affected reported financial results across international operations (Walgreens Boots Alliance, 2024).
Budgetary control remains essential because Boots compares actual results with budgeted targets through variance analysis. Where differences occur, managers investigate the reasons and introduce corrective actions, such as improving staff scheduling, controlling operating costs or increasing promotional campaigns. As a result, budgeting and financial planning help Boots improve efficiency, control expenditure and support long-term financial sustainability.


4. Performance Measurement and Decision-Making
Key Performance Indicators (KPIs) are measurements that help a business check whether it is achieving its goals. They include both financial and non-financial measures. Managers use KPIs to monitor business performance, identify areas that need improvement, and make better decisions for future growth (Atrill and McLaney, 2007).
Five KPIs Used by Boots Uk:
· Sales Revenue – is the total amount of money earned from selling products and services. It is an important financial KPI because it shows whether the company is growing. Boots has continued to increase its sales through its pharmacy, beauty, and healthcare products. The company has also improved its online shopping services, helping it attracts more customers and increase revenue (Walgreens Boots Alliance, 2024).
· Operating Profit – measures how much profit a company earns after paying its daily operating expenses. This KPI show how efficiently Boots manages its business. The company has improved its operating profit by reducing costs, improving store performance, and increasing sales of higher-margin products (Walgreens Boots Alliance, 2024).
· Customer Satisfaction – is an important non-financial KPI because it shows how happy customers are with the company’s products and services. Boots collects customer feedback through surveys, online reviews, and its Advantage Card loyalty programme. High customer satisfaction encourages repeat purchases and helps build customer loyalty.
· Inventory Turnover – measures how quickly products are sold and replaced. A high inventory turnover helps reduce storage costs, prevents products from becoming outdated, and improves cash flow. Boots uses digital stock management systems and demand forecasting to ensure that products are available when customers need them.
· Employee Performance – is another important non-financial KPI. Boots measures staff training, productivity, and employee engagement. Well-trained employees provide better customer service, reduce mistakes, and improve the overall shopping experience.

Strategic Decisions Based on Financial and Non-Financial Data
Boots used both financial and non-financial information to support important business decisions. One major decision has been investing more in digital technology. The company has improved its website, mobile app, and online pharmacy services because more customers now prefer online shopping (Walgreens Boots Alliance, 2024).
Boots has also invested in automation within its distribution centres to improve supply chain efficiency and reduce operating costs. Another important decision has been reviewing its store network by focusing investment on larger and more profitable stores while reducing costs in less successful locations.
The company also uses financial information when making pricing decisions. Managers analyse product costs, competitor prices, and customer demand before deciding selling prices. Boots also offers promotions and Advantage Card rewards to attract customers while maintaining healthy profit margins. These decisions help Boost improve efficiency, increase profits, and remain competitive in the UK retail market.


5. Sustainability and Ethical Considerations
Sustainability means running a business in a way that meets current needs while protecting resources for future generations. Today, companies do not only focus on making profits but also consider their impact on the environment and society. Management accounting helps businesses include these factors when making financial decisions (Atrill and McLaney, 2007).
Boots has included sustainability as an important part of its business strategy. The company works to lower carbon emissions, reduce waste, improve recycling, and use energy more efficiently in its stores and distribution centres. Boots is also reducing plastic packaging and making its own-brand products more environmentally friendly (Boost UK, 2026).
In addition, Boots supports public health by providing NHS Pharmacy First services, vaccinations, and free health checks. These services improve people’s health while helping the company build long-term customer relationships and business growth (Boots UK, 2026).
Management accounting helps Boots measure the costs and benefits of sustainable projects. Although eco-friendly materials and energy-saving equipment may cost more at the beginning, they can reduce energy use, lower waste, and save money over time. This supports better financial performance in the future (Drury, 2021).
Ethics is about doing business in a fair and responsible way. Boots must ensure that the prices of medicines and healthcare products are fair because customers depend on these essential products. Charging very high prices could reduce customer trust and damage the company’s reputation.
The company also has a duty to provide safe working conditions, equal opportunities, and proper training for employees. Ethical cost management should improve efficiency and reduce unnecessary cost without lowering product quality or customer safety. Boots also works with suppliers that follow responsible sourcing, protect human rights, and care for the environment. These ethical practices help strengthen customer confidence and support the company’s long-term success (Walgreens Boots Alliance, 2024).



6. Conclusion 
This report has demonstrated that management accounting essential for supporting financial and operational decision-making at Boots UK. The findings show that the company earns revenue from retail products, pharmacy services, online sales, and its Advantage Card loyalty scheme, while carefully managing fixed and variable costs to improve profitability. Budgeting and financial planning enable Boots to control spending, allocate resources effectively, and respond to external challenges such as inflation and rising operating costs. The report also highlighted that key performance indicators (KPIs), including sales revenue, operating profit, customer satisfaction, inventory turnover, and employee performance, help managers evaluate business performance and make informed strategic decisions. Furthermore, management accounting supports Boots in achieving its sustainability and ethical objectives by assessing long-term investments, improving resource efficiency, and encouraging responsible business practices. Overall, effective management accounting helps Boots remain competitive, improve financial performance, and achieve sustainable long-term growth.

7. Recommendations
1. Improve the use of variance analysis to identify budget differences early and take corrective action.
2. Invest further in digital systems and data analytics to strengthen forecasting, stock control, and customer experience.
3. Monitor more non-financial KPIs, including sustainability, employee engagement, and customer satisfaction, to support continuous improvement and long-term success.
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