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[bookmark: _Toc214545313]1. Introduction
Tesla, Inc. is a global organisation which manufactures electric cars and clean energy; the role of the company in the United Kingdom has been growing considerably over the past decade. The business is already selling fully electric vehicles and offering energy-storage solutions and running an expanding Supercharger network across the UK as Tesla Motors Ltd UK. Tesla's UK product range depends on the Model 3 and Model Y, which continue to take the first position among the best-selling electric cars in the country. Such a company as Tesla also depends on the management accounting, as it will contribute to the sound financial decisions being made in the highly competitive and rapidly changing environment. 


[bookmark: _Toc214545314]2. Cost Analysis and Business Model
[bookmark: _Toc214545315]2.1 Tesla’s Revenue Model
Tesla's revenue model is built on the diversified portfolio that is based on the production of electric vehicles, energy generation and storage solutions, and service-related sources of revenue. The automotive segment constitutes the greatest source of revenue in the company due to the sales of the Model 3 and the Model Y that will comprise the majority of the deliveries worldwide. Such ideas revolve around low cost, efficiency and accessibility by the general market that would assist Tesla to meet its long-term objective of establishing EV adoption at a global level (Wickramasinghe and Alawattage, 2021). Tesla is also a money maker by authority of regulatory credits besides making money by selling and buying cars directly, and the credits are bought and sold by other automotive firms that are in need of attaining the necessary environmental compliance mandates. 
It is a source of revenue that adds to the profitability of automotive free of production expenses. Besides the automotive company, Tesla makes revenue in the energy products, including solar panels, solar roofs, and the Megapack battery system. The energy generation and storage division has been experiencing booming growth over the years, and the global demand for grid-scale storage and renewable integration has also increased. Furthermore, services and other parts of Tesla that entail the income of Supercharger, software updates, car repair, and sales of used cars are recurrent revenue streams which will result in long-term financial sustainability. 
[bookmark: _Toc214545316]2.2 Fixed and Variable Cost Structures
The Tesla cost structure is characterised by a high fixed cost because the company is anchored on a large-capacity manufacturing facility and superior production technologies. Its Gigafactories take a significant risk in terms of investing in robotics, tooling, engineering capacity and infrastructure (Seal, Garrison and Noreen, 2022). These fixed costs remain constant in alterations of the short-run production levels. The fixed-cost base of Tesla is also increasing with the properties of depreciation of factory assets, long-term leases, salaried labour and research and development expenditure. The vertical integration contributes to the fixed costs as well, whereby internalisation of the cost of parts whereby battery cell production requires certain equipment and technical expertise. 
The largest variable cost is the purchase of raw materials, including the lithium, nickel and cobalt, among other essential items of the battery. Other variable costs include the hourly labour, which is fixed to the amount of production, transportation and logistics, and the cost of components by the suppliers (Malmi and Brown, 2020). The variable costs per unit will be reduced due to the economies of scale since Tesla will generate more units that will raise the gross margins. The management accounting assists Tesla in distinguishing fixed cost and variable cost behaviour that aids in making well-informed pricing, production planning and utilisation of capacity decisions. 


[bookmark: _Toc214545317]3. Budgeting and Financial Planning
[bookmark: _Toc214545318]3.1 Role of Budgeting in Tesla’s Operations
The coordination of the operation and strategic activities of Tesla into the international manufacturing and energy industry also depends on budgeting. As a high-paced organisation, Tesla has stringent budgeting processes that would allocate the resources effectively in order to concentrate on the projects that are more capital intensive and remain financially disciplined (Scapens, 2023). The budgets are planned on the basis of each of the key areas of operation, e.g., manufacturing, research and development, energy storage, software development and sales infrastructure, which are annual budgets. These are financial plans, which are budgets that indicate the estimated revenues, production targets, cost estimates and investment plan. 
The nature of the industry in which Tesla is conducting its operations is dynamic; therefore, its historic, fixed budgets cannot be utilised. Tesla utilises the rolling forecasts, which change periodically and depending on the changes in the market environment, production capacity, commodity prices and regulatory environment (Otley and Emmanuel, 2021). This proactive approach helps the management to anticipate any threat, plan capacity increment and redistribute resources as the real performance indexes. Variance analysis is also a key component in the budgeting system at Tesla; the actual performance is contrasted with the budgeted performance of the key cost areas, such as materials, labour, overhead, and logistics. 
[bookmark: _Toc214545319]3.2 Internal and External Drivers of Operating Expense Changes
The internal managerial decisions, as well as the macroeconomic tendencies, affect the work of Tesla in terms of annual operating expenses. The rise in cost, in turn, is to a significant degree due to such strategic choices as the growth of new Gigafactories, the automation system improvements, the development of autonomous driving technologies research, and next-generation battery cell development (Hopper and Bui, 2020). Concerning the excessive expenses involved in such internal investments, they should develop a competitive advantage in the long term through growth in efficiency and technological leadership. In addition, vertical integration at Tesla raises operating costs, both in-house manufacturing and software development and supply-chain management. 
Externally, Tesla will have cost pressures because of variations in prices of raw materials, inflation on a global basis and a rise in the logistic costs and global supply chain disruption (Merchant and Van der Stede, 2021). Battery materials such as lithium and nickel, among others, are volatile in their prices and, as a result, directly affect the cost of production and demand variations in the budget. Besides macroeconomic uncertainties, the interest rates and global demand variations influence the Tesla financial planning and can predetermine the adjustments in the staffing, development plans or preferences in investment. 


[bookmark: _Toc214545320]4. Performance Measurement and Decision-Making
[bookmark: _Toc214545321]4.1 Key Performance Indicators Used by Tesla in the UK
The targeted financial and non-financial Key Performance Indicators (KPIs) set by Tesla in the United Kingdom through which it evaluates its performance in a competitive market of the electric vehicle industry are proposed (Tesla plc, 2024). UK turnover is one of the financial KPIs. The UK accounts show that Tesla turnover in the UK has reduced to approximately 1.94 billion in 2024 compared with approximately 2.47 billion in 2023, a loss of approximately 21 per cent  (UK Yahoo Finance, 2025). This refers to a loss of revenue despite the constant pattern of volume, price cuts and model mix adjustments.
	Financial Metric
	2023
	2024

	Revenue (£ millions)
	2,470
	1,940

	Pre-tax Profit (£ millions)
	32.0
	19.4

	After-tax Profit (£ millions)
	23.6
	12.7

	Average Selling Price (£)
	39,600
	32,600

	Approx. UK Sales Volume (units)
	50,000 (approx.)
	49,700



Table 1: Key Performance Indicators (KPIs) of Tesla in the United Kingdom (UK Yahoo Finance, 2025)
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Diagram 1: Key Performance Indicators (KPIs) of Tesla in the United Kingdom (UK Yahoo Finance, 2025)
Profitability is another KPI that is significant: in the United Kingdom, pre-tax profit decreased from about 32 million to 19.4 million, and the after-tax profit dropped to 12.7 million, almost by half compared to the past year (Tesla plc, 2024). Indicators that are volume-based are also essential. The Model Y is nearly 32,862 units in the UK registration data, which ranked it on top of the EV vehicles in the UK category despite the increasing competition (Tesla plc, 2024). Registration figures are tracked every month: so in July 2025 the number of registrations was some 60 per cent lower than in July 2024, and in October 2025 some 51 per cent below October 2024 (Tesla plc, 2024). These are inputs that are digested by dashboards which reflect service centre throughput, charging network utilisation and customer satisfaction scores so that the UK management of Tesla can do a correlation between operational performance and financial performance.
[bookmark: _Toc214545322]4.2 Strategic Decisions Driven by UK Financial and Operational Data
These are UK-specific KPIs, based on which Tesla makes decisions regarding pricing, market positioning and investment in infrastructure in the UK. The drop in revenue and the squeeze in profit experienced in 2024 that triggered the review of pricing strategy is the drop in average selling price that has taken place between 2023 and 2024, and the average selling price is now between 32,600 and 39,600, which has led to the increase in questioning profitability by model and channel (Tesla plc, 2024). In the meantime, the strong registration rates of Model Y explain the additional attention to the car in the UK market. In 2025, monthly registration changes made Tesla plan how to optimise the models of demand forecasts, optimise the delivery routes and re-strategise on the rate of UK service centre expansion. Internal management accounting now applies scenario modelling, which has an extra price reduction or change in market volume, to ensure that the strategic decisions will keep track of the changing UK market trends.
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[bookmark: _Toc214545324]5.1 Integration of Sustainability into Tesla’s Financial Decision-Making
The Tesla company highly incorporates the aspect of sustainability in its mission, which also shapes its financial decision-making. The company's strategic direction is aimed at a faster international transition to sustainable energy, and this is why capital mobilisation and planning of operations are anchored on this goal (Alawattage and Wickramasinghe, 2022). The renewable energy technologies, manufacturing processes that are energy efficient and investments in battery innovation are quantified in the long-term financial models that are not restricted in the conventional cost-benefit analysis. 
The life-cycle costing approach can be applied to Tesla with regard to evaluating the new technologies in factories, i.e., the reduction in the emissions, the energy and waste use, and the financial benefits should be evaluated (Bhimani, 2021). One of the examples where the sustainability objectives, such as the loss of the dependency on the high-impact materials and the increase of the recycling efficiency, have a direct effect on the major financial investments is the switch to the production of the battery cells in-house, particularly the 4680 battery programme. Supply chain planning is also a concern to Tesla (Hansen and Mowen, 2021). Environmental indicators, including carbon intensity, water usage and ecological effects in general, influence procurement and sourcing decisions. 
[bookmark: _Toc214545325]5.2 Ethical Considerations in Cost Management and Pricing Strategies
Despite the focus on the labour practices and material sourcing in the global EV supply chain, the cost management of Tesla needs to be efficient and ethical at the same time. With regard to mining minerals, mining of lithium, cobalt and nickel hasthe mining been hit with issues of ethics through which environmental degradation and unsafe working conditions have been heavily felt. The Tesla management accounting will reduce the reputational and legal risks by reducing the cost of responsible sourcing, audits and compliance programmes. 
Tesla can also provide morally upright costs by incorporating moral assessment in cost analysis, and that is an aspect that will ensure that materials are selected from suppliers whose standards are internationally acknowledged. The pricing strategies also involve the ethical consideration (Drury, 2021). Since Tesla is bound to modify the prices of its cars in accordance to the conditions of the efficiencies of the production or the conditions of the market, the transparency and the fairness play a crucial role in providing the customer trust. Ethical management accounting therefore helps in the development of a balance between profitability and the expectations with of the stakeholders as well, which helps in informed decision-making that is economically viable, socially accountable and in accordance with the sustainability-driven identity of Tesla.

[bookmark: _Toc214545326]6. Conclusion and Recommendations
[bookmark: _Toc214545327]6.1 Summary of Key Findings
This evaluation has revealed that management accounting practises in Tesla are pivotal in its financial decision-making and strategic orientation of the long-term strategies. The cost structure of Tesla is highly fixed cost, characterised by the investments in Gigafactories and low variable costs, which are included in the raw materials and logistics. The performance measurement is used to help with decisions regarding capacity expansion, pricing, cost efficiency and technological innovation in terms of financial and non-financial KPIs. 
[bookmark: _Toc214545328]6.2 Recommendations
The diversified strategy of revenue generation is pegged on the manufacturing of electric vehicles, software-based income and energy solutions that will assist the company in generating practices revenue. And so, Tesla should improve the situation by planning to forecast the fluctuations in the demand, the price of commodities and regulatory jurisdiction (Anthony and Govindarajan, 2022). 
Budgeting and financial planning will help the firm to respond effectively to erratic commodity prices, quickened technology change and economic strains in the globe. So, Tesla should also continue with the evaluation of the profitability of product lines to facilitate in the decision-making in pricing. 
The investment decision-making systems, cost analysis and supply chain management systems have incorporated the concept of sustainability and ethics well. The sustainability actions integrated into internal reporting would be incorporated further into the company, and it would enhance the quality of decisions and value creation in the long run.
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