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1.Introduction
 Management according is the process of collecting, analysing and presenting financial and non-financial information to assist managers in making effective business decisions (Drury, 2021). Unlike financial accounting, which focused on external stakeholders’ management according is primary used internally to support planning, controlling and decision making (Atrill and McLaney, 2022). Tesla is a leading electric vehicle and clean energy company headquarter in United States. Founded in 2003, the company designs, manufactures and sells electric vehicles, batter storage systems, solar energy products and related technologies (Tesla, 2025). Tesla operates globally and is listed on the NASDAQ stock exchange under the ticker symbol TSLA (Yahoo Finance, 2025). Management according plays a significant role in Tesla’s success. Through techniques such as cost analysis, budgeting, performance measurement and strategic planning, management can make informed decisions regarding production, pricing, expansion and investment (Kaplan and Atkinson, 2019). These tools enable Tesla to improve efficiency, control cost and maintain its competitive position within the global automotive industry (Drury,2021). 

2. Cost Analysis and Business Model 
Cost analysis is a management accounting technique used to identify, classify and evaluate cost incurred by a business (Horngren et al., 2022). Understanding costs allows managers to improve profitability and allocate resources efficiently. Tesla operates though a diversified revenue model. The company’s primary source of revenuer is vehicle sales, including the Model 3, Model Y, Model S, Model X and CyberTracker.  Tesla’s main source of revenue is vehicle sales, particulary the Model 3 and Model Y (Telsa.2026). Vehicle deliveries increased from 936,172 in 2021 to 1,636,129 in 2025 representing an overall increase of approximately 75%. Tesla has also remained one of the world’s leading EV manufacturers, holding around 17% of the global battery electric vehicle (BEV) market in 2025, despite increasing competition from BYD and other manufacturers (International Energy Agency,2025). These figures shows that Tesla’s strong sales growth and market position make effectively cost analysis essential for maintaining profitability and controlling production cost. Additional revenue is generated from energy generation and storage products, regulatory credit sales, vehicle servicing, insurance services and charging infrastructure (Tesla, 2025a). this diversified business model reduces dependence on a single source of income and supports long-term growth. Management accounting information helps Tesla evaluate the profitability of each revenue stream.
 By analysing contribution margins and operating costs, managers can identify which products and services create the greatest value for the business (Atrill and McLaney, 2022). Tesla cost structure consists of both fixed and variable costs. Fixed costs remain constant regardless of production levels and include factory depreciation, executive salaries, research facilities and software development expenses (Drury, 2021). Tesla invests heavily in Gigafactories and technological innovation, resulting in substantial fixed costs (Tesla, 2025a). China’s lower labour costs, combined with Tesla’s highly automated production facility (with automation reaching up to 95% in certain processes). Enable the company to reduce manufacturing expenses by spreading fixed overhead cost over a large volume of vehicle production (Wang, B 2025). As a vehicle production increases, these cost also increase. Effective management of variable cost is critical because battery materials represent a significant proportion of Tesla’s manufacturing expenses (Statista,2025). Management accounting techniques such as cost-volume-profit analysis help Tesla understand the relationship between cost, sales volume and profitability (Horngren et al.,2022). This information support decisions regarding pricing, production levels and investments in new technologies. Furthermore, Tesla uses variance analysis to compare actual costs against expected cost, allowing management to identify inefficiencies and improve operation performance (Drury, 2021). For example, Tesla reduced its cost of goods sold (COGS) per vehicle to approximately £262,233 in 2024, the lowest in the company’s history while maintaining an automotive gross margin of 18.4%. These improvements demonstrate how continuous cost monitoring and variance analysis help Tesla control production costs and enhance profitability (Tesla, 2025; Reuters,2024).

3. Budgeting and Financial Planning 
Budgeting refers to the process of preparing financial plans for future business activities (Atrill and McLaney, 2022). Budgets provide targets for revenue, expenditure and investment while assisting managers in controlling organisational resources. At Tesla, budgeting plays a critical role in strategic planning and operational management. The company uses budgets to forecast vehicle demand, plan production schedules, allocate research and development funds and manage capital expenditure projects (Tesla, 2025). Effective budgeting ensures that resources are allocated to activities that support long-term organisational objectives (CIMA,2024).  
One important are of budgeting at Tesla is capital expenditure planning. Capital expenditure refers to investments in long-term assets such as factories, machinery and technology infrastructure (Drury,2021). Tesla has invest heavily in Gigafactories located in Texas, Berlin, Shanghai and Nevada to support global demand growth (Tesla,2025). In 2024 Tesla invest approximately US$ 11.3 billion in capital expenditure, largely to expand manufacturing capacity. In addiction, Tesla spend US$4.5 billion on research and development in 2024, reflecting its continued investment in battery technology, artificial intelligence and autonomous driving systems (Tesla,2025). Research and development budgeting is another important aspect of Tesla’s financial planning. The company allocates substantial resources towards battery technology, artificial intelligence and autonomous driving system (Tesla,2025). Through management accounting information, executives can evaluate whether these investments are generating sufficient returns (Kaplan and Atkinson, 2019). According to Tesla’s annual reports and financial data available through Google Finance, operating expenses have fluctuated due to both internal and external factors (Google Finance, 2025). According to Tesla’s annual reports, operating expenses have increased over the past three years as the company expanded production and invest in a new technology. Operating expenses rose from US$7.17 billion in 2022 to US$ 8.77 billion in 2023 (an increase of 22.3%), before declining slightly to US$8.54 billion in 2024 (decrease of 2.6%) the reduction 2024 reflects Tesla’s continued focus on cost control while maintain investment in research, development and global manufacturing expansion (Tesla,2023; Tesla,2024; Tesla, 2025).
Internal factors include increase spending on research and development, expansion of manufacturing facilities and investments in new technologies. The launch of new products such as the Cybertruck has also contributed to increase expenditure (Tesla,2025). External factors influencing operating expenses include inflation, rising labour cost, supply chain disruptions and fluctuations in new raw material prices (Word Economic Forum, 2024). Additionally, higher interest rates have increased financing cost across many industries (IMF,2024). Management accounting assists Tesla in monitoring these changes through budgetary control and variance analysis. By comparing actual performance against budgeted targets, managers can identify areas requiring corrective action and improve financial performance (Horngren et al.,2022). 
4. Performance Measurement and Decision-Making 
Performance measurement involves evaluating organisational performance using financial and non-financial indicators known as Key Performance Indicators (KPIs) (Kaplan and Norton,1996). Tesla uses several financial KPIs including revenue growth, gross profit margin, operating margin, net income and free cash flow (Tesla, 2025; Yahoo Finance,2025). These indicators provide information regarding profitability, efficiency and long-term financial sustainability. Tesla also monitors non-financial KPIs such as vehicle deliveries, production volume, battery efficiency, customer satisfaction and environmental performance (Tesla, 2025). These indicators help management evaluate operational effectiveness and strategic progress. Management accounting information support strategic decision-making by providing relevant and timely performance data (Drury,2021). One major strategic decision undertaken by Tesla was the expansion of global manufacturing capacity through the development of Gigafactories. 
Financial analysis indicated that increased production capacity would reduce per-unit cost and support future demand growth (Tesla,2025). Another strategic decision making involved reducing vehicle prices in several markets. These pricing decisions were implemented to increase demand and strengthen Tesla’s competitive position within the electric vehicle market (Forbes, 2024). Management accounting techniques such as break-even analysis and profitability analysis helped evaluate the impact of these decisions on profit margins (Horngren et al., 2022). Tesla also invested heavily in artificial intelligence and autonomous driving technologies. Cost-benefit analysis and performance forecast were used to support these investments decisions (Tesla,2025). These investments are expected to create future revenue opportunities and competitive advantages. Regular monitoring of KPIs enables Tesla to identify operational weaknesses, improve efficiency and enhance customer satisfaction. Consequently, management accounting serves as an essential tool for both short-term operational control and long-term strategic planning (Atrill and McLaney, 2022).
5. Sustainability and Ethical Considerations 
Sustainability refers to business practices that meet present needs without compromising the ability of future generations to meet their own needs (Brundtland Commission, 1987). Tesla’s mission is centred on accelerating the world’s transition to sustainable energy (Tesla,2025). The company contributes to environmental sustainability through the production of electric vehicle, solar energy systems and battery storage technologies. These products help reduce greenhouse gas emissions and support renewable energy adoption (Tesla,2025). Sustainability considerations influence many of Tesla’s financial decisions. Management regularly invest in renewable energy technologies, battery innovation and energy-efficient manufacturing processes (Tesla,2025). Sustainability also influences Tesla’s approach to battery disposal. The company recycles end-of-life lithium-ion batteries to recover valuable materials such as lithium nickel cobalt and cooper, reducing waste, lower raw material costs and supporting a circular economy.  Although these investments increase short-term cost, they are expected to generate long-term financial and environmental benefits (Tesla,2025). Ethical considerations are equally important in management accounting. Ethical cost management requires organisations to control cost without compromising product quality, employee welfare or customer safety (CIMA,2024). Excessive cost-cutting can damage organisational reputation and create long-term financial risks. Similarly, ethical pricing strategies require transparency, fairness and customer value (Atrill and McLAney,2022). While Tesla promotes sustainability and innovation, the company continues to face challenges regarding labour practices workplace safety and supply chain management (Financial Times, 2024). Therefore, management must balance profitability objectives with ethical responsibilities to stakeholders. 
6.Recommendations 
1. Tesla should strengthen predictive budgeting techniques through advanced data analytics to improve forecasting accuracy. 
2. The company should continue implementing cost-management initiatives that reduce manufacturing expenses while maintaining product quality and customer satisfaction.
3.Tesla should expand sustainability-related performance indicators to measure environmental and social performance alongside traditional financial measures. 



7. Conclusion 
This report has evaluated the role of management accounting in supporting financial decision-making at Tesla. Cost analysis enable the company to understand and control production expenses, while budgeting supports planning and resource allocation. Performance measurement through financial and non-financial KPIs assist managers in evaluating organisational success and making strategic decisions. Furthermore, sustainability and ethical considerations increasingly influence Tesla’s financial planning and operational activities. The report also highlight that management accounting provides valuable information that helps Tesla improve efficiency, reduce unnecessary cost and achieve long-term business objectives. By analysing financial data, mangers ate able to monitor business performance, identify areas that require improvement and respond quickly to changes in the market. Management accounting tools such as budgeting, variance analysis and cost analysis also support better resource management and help ensure that investments generate long-term value for the company. In addition, Tesla’s strategic decisions, including expanding manufacturing facilities, investors in research and development and adjusting vehicle prices, demonstrate how financial and non-financial information can support business growth and maintain a competitive advantage. Overall, management accounting is an essential part of Tesla’s decision-making process as it support effective planning, improves operational efficiency, strengthens financial performance and contributes to the company long-term sustainability and success in the global automotive industry. 
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