[image: ]


Management Accounting for Managers: Evaluating How Management Accounting Supports Financial Decision-Making and Organisational Goal Achievement at Waitrose


Name:  Paul Iustinian Fer
Student ID:  2411232
Module code:  LCBB5010
Module name:  Management Accounting for Managers
Lecturer :  Zainab Atta


Table of Contents
1. Introduction	2
2. Cost Analysis and Business Model 	3
3. Budgeting and Financial Planning	5
4. Performance Measurement and Decision-Making	7
5. Sustainability and Ethical Considerations	8
6. Conclusion and Recommendations	10
References	11



List of Tables
Table 1:Waitrose Revenue Model	3
Table 2:Waitrose Cost Structure	4
Table 3:Year-on-Year Analysis of Waitrose's Operating and Administrative Expenses (2024–2025)	6
Table 4:Sustainability Initiatives	8

[bookmark: _Toc234900994]List of Figure
Figure 1: Percentage change in sales at Waitrose in Great Britain compared to a year earlier from July 2015 to July 2025	7



1. Introduction 
Waitrose is a major UK supermarket brand that forms part of the food retail business of the John Lewis Partnership (JLP), which is one of the UK's largest employee-owned businesses. Waitrose is based in the UK food and grocery retail sector, with over 300 supermarkets, convenience stores and online groceries serving millions of people (Cascade.app, 2023). The business markets a variety of fresh foods, household products, high-quality own-brand ranges and grocery products in a fiercely competitive retail environment. Waitrose is committed to long-term profit by focusing on quality, customer satisfaction and sustainable business. Management Accounting is very important in today's business world as it helps the managers in the business to make decisions based on the financial and non-financial information that it provides to them in a timely and useful manner so that the managers can plan, budget, control, and evaluate the performance (cliffs_notes, 2024). Effective management accounting can help organisations to allocate resources efficiently, enhance the performance of operations, manage costs strategically and make informed decisions that help to achieve sustainable growth and meet the objectives of the organisation (Rohde and Mustard, 2024).
[bookmark: _Toc234900995]2. Cost Analysis and Business Model 
Waitrose is part of the John Lewis Partnership, the food retail arm of the group that makes money from selling groceries, fresh produce, household items, drinks and high-quality own-brand products in its supermarkets and online. A multi-channel retailing approach, which includes brick-and-mortar distribution channels and digital sales and delivery, forms a strong revenue model for its operations, thus allowing the company to respond to evolving consumer tastes. Waitrose also distinguishes itself in quality, locally sourced products and top customer service, enabling it to offer competitive prices while at the same time providing value to customers in the long term. In terms of management accounting, knowledge of the revenue streams helps managers assess the profitability of their products, predict sales and make effective decisions for revenue, and this can be very useful for appropriate pricing and management to detect sustainable growth possibilities (Rohde and Mustard, 2024).
[bookmark: _Toc234901006]
Table 1:Waitrose Revenue Model
	Revenue Source
	Description
	Contribution to Organisational Goals

	Grocery Sales
	Core supermarket sales of food and household products
	Generates primary revenue and supports profitability

	Premium Own-Brand Products
	Higher-margin exclusive Waitrose products
	Improves profit margins and brand differentiation

	Online Grocery Sales
	Digital ordering and home delivery
	Supports sales growth and customer convenience

	Convenience Stores
	Smaller neighbourhood stores
	Expands market reach and accessibility

	Loyalty Programme (my Waitrose)
	Customer rewards and personalised offers
	Increases customer retention and repeat purchases


The company's cost structure comprises fixed and variable costs, which need to be monitored closely to ensure profitability. Fixed costs include store lease costs, warehouse and distribution centre costs, depreciation on property and equipment, the fixed salaries of permanent employees, information technology infrastructure costs, and administrative overheads. These costs are not directly proportional to sales, and thus effective planning and budgetary control are necessary to ensure efficient utilisation of resources (Bhimani et al., 2015). Variable costs change with the fluctuations in activity and sales. This includes store inventory purchases, packaging costs, transportation and logistics costs, fuel costs, delivery costs, utility expenses in store operations and payment processing expenses. As the demand for the product grows, these costs also rise, so management has an eye on them to keep profit margins intact and operating efficiency high.
By using strategic cost management, Waitrose can classify costs correctly, understand the behaviour of costs and assess the contribution of the different products to the overall profitability of the business. This analysis helps in making decisions on product pricing, supplier negotiation, inventory planning, operational improvements and allocation of financial resources in activities that provide the most value for the organisation (Duçi, 2021). Also, management accounting information can be used to evaluate likely costs, risks and future financial benefits of investments to enable the business to make strategic investment decisions, such as investing in digital transformation, in supply chain optimisation or in modernising stores, before making large capital investments (Alkaraan, 2020).
[bookmark: _Toc234901007]Table 2:Waitrose Cost Structure
	Fixed Costs
	Variable Costs

	Store leases
	Inventory purchases

	Distribution centres
	Packaging materials

	Permanent employee salaries
	Transportation and logistics

	IT infrastructure
	Fuel costs

	Administrative overheads
	Delivery expenses

	Depreciation
	Utility costs linked to operations


[bookmark: _Toc234900996]3. Budgeting and Financial Planning 
The John Lewis Partnership's (JLP) most recent financial data shows that operating and administration expenses rose from £3.37 billion in 2024 to £3.49 billion in 2025, an increase of around 3.7% compared to the previous year (Jangoulun Singsit, 2025). However, operating profit also benefited from the increase in operating costs, suggesting that the extra cost has produced value rather than costs. This indicates that the company's management has successfully managed the increase in operating costs and improved sales performance, while at the same time enhancing productivity and operational efficiency, thereby managing the finances well and controlling costs. The higher expenditures were therefore geared towards strategic investments, not wasteful spending. 
The operating expense increase was due to a number of internal management decisions. Waitrose expanded its digital transformation, technology infrastructure, supply chain modernisation and store refurbishment efforts to improve operational efficiency and customer experience (Shubhendu Vimal, 2026). Other investments in employee salaries, product quality enhancements and online grocery services contributed to a long-term competitive strategy. The investments had been made to boost profitability in the future, not just to cut costs, by making the business more productive, customer-satisfied, and efficient. 
Other external factors had an impact on the year-on-year rise of operating expenses. Operating expenditure was subjected to further pressure by persistent inflation, which led to a rise in the prices of raw materials, transport, utilities and supplier inputs. On the other hand, consumers were prudent in their spending, and this had a beneficial effect for Waitrose as it offered promotional prices and competitive deals, thereby constraining its ability to increase price levels. This led to management's efforts to improve productivity and carefully control costs to offset external pressures and keep profits up (Fu, 2024). 
[bookmark: _Toc234901008]Table 3:Year-on-Year Analysis of Waitrose's Operating and Administrative Expenses (2024–2025)
	Year
	Operating & Administrative Expenses (£bn)
	Year-on-Year Change
	Analysis

	2024
	3.37
	—
	Baseline operating expenses before increased strategic investment and cost pressures.

	2025
	3.49
	+3.7%
	Increase driven by investment in technology, store modernisation, supply chain improvements, employee pay and inflationary pressures, while supporting higher operating profit and long-term strategic growth.
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[bookmark: _Toc234901620][bookmark: _Toc234904265]Figure 1: Percentage change in sales at Waitrose in Great Britain compared to a year earlier from July 2015 to July 2025 
(Statista, 2025)
[bookmark: _Toc234900997]4. Performance Measurement and Decision-Making 
Performance measurement is an important aspect of management accounting because it allows Waitrose to assess how effective the business has been in its operations, track the progress against its strategy and assist in informed decision-making. The company makes use of both financial and non-financial key performance indicators (KPIs) to evaluate business performance and make sure that the activities carried out in the business support the long-term goals of the business. Performance measurement is an important source of information for managers to identify strengths, weaknesses and enhance overall competitiveness (Buttkus and Eberenz, 2019).
Waitrose's performance is measured using five significant KPIs, all of which are based on the latest John Lewis Partnership Annual Report. The first financial KPI is the sales revenue, which is the amount of money the company earns from both supermarket and online sales. Revenue growth is an indicator of successful customer acquisition and a successful product strategy. The second financial KPI is operating profit, which reveals the level of profitability after operating expenses, showing the efficiency of the use of resources. Profit before tax is the third financial KPI, which gives a general overview of the financial performance and sustainability of the business to the management. The fourth non-financial KPI is customer satisfaction, which assesses service quality, customer loyalty and brand reputation. The fifth non-financial KPI is employee engagement, the level of motivation, productivity and service quality of employees, which is especially relevant in the context of the John Lewis Partnership (employee-owned business model).
These KPIs allow management to effectively track the financial aspects of the business, while also assessing customers' and employees' experiences and performance, offering a well-rounded view for strategic decision-making. The financial indicators represent profitability and efficiency indicators based on financial statements, while the non-financial indicators represent the long-term factors that will affect sustainable competitive advantage (Nurindrasari et al., 2024). Performance data has also helped to inform several strategic decisions taken by Waitrose over the past few years. The company has been investing in digital retailing based on its performance and customer demand, improving its online grocery platform and increasing its technology capabilities to make things more convenient and efficient in its operations. With the rising operating costs and inflationary pressures, Waitrose started cost-saving measures throughout the supply chain; it has not lowered its product quality and has avoided undue pricing pressures that might adversely impact customer satisfaction. 
These strategic decisions provide insights into the role of financial and non-financial information in managing resources, assessing performance, and planning for the future. Waitrose can continuously optimise its operations by incorporating the analysis of KPIs into decision-making, reinforce its competitive positioning, attain its strategic goals and adapt to the varying market scenarios as and when they arise (Carmona and Ezzamel, 2023).
[bookmark: _Toc234900998]5. Sustainability and Ethical Considerations 
Being sustainable is becoming a key part of Waitrose's financial decision-making as it seeks to maximise long-term value, balancing economic, environmental and social considerations. Waitrose, as a part of the John Lewis Partnership, has integrated sustainability into its investment plans, dedicating finance to reducing carbon emissions, improving carbon efficiency, cutting down on food waste, increasing sustainable sourcing and reducing plastic packaging. These programmes are likely to have a significant financial requirement, but will be expected to provide long-term cost savings, operational resilience and enhanced stakeholder trust. Sustainability in management accounting can help the organisation to consider the financial and environmental results when making decisions about strategy (Apolinário, 2023).
[bookmark: _Toc234901009]Table 4:Sustainability Initiatives
	Sustainability Initiative
	Financial Benefit
	Strategic Benefit

	Carbon reduction
	Lower energy costs
	Supports Net Zero strategy

	Sustainable sourcing
	Stable supplier relationships
	Enhances brand reputation

	Food waste reduction
	Reduced operating costs
	Improves resource efficiency

	Packaging reduction
	Lower material costs
	Meets environmental expectations

	Energy efficiency
	Lower utility expenditure
	Supports long-term profitability


Waitrose increasingly uses sustainability accounting information to evaluate its environmental performance in addition to financial performance and uses these measures as tools to support these objectives. Management tracks the financial impact of the sustainability measures (resource efficiency, waste reduction, and responsible procurement) and ensures that the investment decisions will support the long-term performance of the organisation. Sustainability accounting thus equips food and beverage managers with relevant information to balance profitability with environmental responsibility and strategic business goals (Dagiliene and Šutiene, 2019). The company also uses sustainable management accounting principles to account for environmental and social effects in the budgeting, operational planning and investment appraisal. This holistic approach allows the management to recognise resource efficiency improvements and operate more cost-effectively and competitively in the long term, which also contributes to sustainable business expansion (Nartey and van der Poll, 2021). 
Cost management and price-setting are also important from an ethical perspective for Waitrose. Inflation, higher labour costs and supplier price increases have put pressure on operating costs, but the company is committed to offering competitive prices while keeping up with its high standards of quality. Responsible supplier relations, fair procurement processes, employee care and transparent pricing that safeguards consumers' trust are also aspects of ethical cost management. Waitrose has a strong focus on responsibly sourced products and sustainable supply chains to further ethical retailing and build a positive brand image (Ray and Nayak, 2023). 
[bookmark: _Toc234900999]6. Conclusion and Recommendations 
Management accounting is essential to support Waitrose's strategic and financial goals by helping to plan effectively, manage costs, budget and measure performance effectively. The analysis showed that knowledge about generating income and expenditure helps to ensure profitability, and detailed budgeting will help you to allocate resources and control your finances. Financial and non-financial key performance indicators can be used to measure performance to enable management to assess operational efficiency and to make informed strategic decisions. Moreover, when sustainability is incorporated into the financial decision-making process, and ethical cost management is implemented, the long-term organisational resilience, stakeholder confidence and competitive advantage are improved. 
The findings suggest that Waitrose should further develop predictive budgeting by using advanced data analytics, embedding sustainability performance measures within their management accounting systems and developing more sophisticated real-time performance dashboards, as these would provide them with the ability to make quicker strategic decisions and improve their organisation continuously.
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