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[bookmark: _Toc221400604]Introduction
Tesco PLC is one of the most successful multinational retail organisations in the United Kingdom, whose main business is to sell food and groceries, clothing, electronics and online delivery services through its supermarket and hypermarket businesses. It is a retailer operating in different markets in Europe and Asia that is among the largest, founded in the United Kingdom in 1919 (Tesco, 2026). The Tesco business is so varied and it comprises thousands of shops, an online retail site, its own brand products and banking and mobile services. Management accounting can enable such financial planning, cost control and proper management of such a large-scale operation. Management accounting has played a significant role in the contemporary business environment as a tool of decision-making. Budget planning, cost analysis, profitability evaluation, performance measurement and future strategy formulation of the large retail outlets such as Tesco can also be applied using management accounting. 
[bookmark: _Toc221400605]Cost Analysis and Business Model
[bookmark: _Toc221400606]Revenue Model
The Tesco PLC adheres to a diversified revenue model of the UK retail business where food and essential goods retailing are the primary sources of revenue. The customer segments, where the company sells its products, with various store formats, Tesco Extra, Tesco Superstore, Tesco Metro and Tesco Express, enable the company to generate steady revenues in a substantial number of segments in the market (Massa et al., 2017). The grocery sales particularly occupy the largest portion of the Tesco income since the UK demands daily food and other basic goods. Tesco own brand Tesco branded products Tesco Finest, Tesco Everyday Value and Tesco Organic are also significant contributors in terms of revenues. The profit margins of the company are relatively high compared with the demand since the firm enjoys a large portion of control in the production and supply chain of these products. Online and digital businesses are also another aspect of Tesco's revenue model. 
[image: A revenue model is a plan for earning revenue from a business or project  and planning of how should | Premium Vector]
[bookmark: _Toc221400622]Figure 1: Revenue model 
Surce: (Remeňová et al., 2020) 
The Tesco model of revenue has not been restricted to retail purchases alone; it has now diversified into financial and telecommunication products (Belavina et al., 2017). Tesco Bank is likewise earning more through offering various banking and insurance services, and Tesco Mobile is also earning recurring service-based income through entering the UK mobile network market. By incorporating product sales, digital platform, financial service and loyalty programme, Tesco has created an integrated and sustainable model of revenue, which has improved the financial performance of the organisation in the long-term and its survival in the market. 
[bookmark: _Toc221400607]Core Cost Structure
The cost structure of Tesco is largely anchored on the fixed costs and the variable costs. An example of fixed costs is the store rent or infrastructure, fixed salary of the workers, technology and IT systems, and maintenance of the warehouse and logistics network. These costs do not change with the sales and they have to run the business in the long term (Wu et al., 2017). Variable costs on the other hand, consist of the cost of purchasing the products, transportation cost, packaging cost, electricity cost, sales commission, and advertising cost. These expenses are rising with the rise in sales and diminishing with the fall in sales. The variability in the cost aspect is dictated by the inventory and effectiveness of the supply chain in large retail stores such as Tesco. Tesco utilises management accounting to compare the variable and fixed cost to establish the profitability and also to determine the prices and budgets. One such instance would be that the more the sales, the better the variable costs are controlled and closed, thereby improving the margins, and also technology and automation were incurred to lower the fixed costs in the long term. 
[bookmark: _Toc221400608]Budgeting and Financial Planning 
[bookmark: _Toc221400609]The role of budget in company operations
The primary instrument of strategic and financial planning of the organisation is a budget. It gives insight into the income and expenditure, investment, production and operating activity that is bound to arise in future and helps the management make decisions. Budgeting helps organisations to utilise the available resources in the best way to limit the expenditure and to allocate the activities of the departments to meet the set targets (Allen & Krause, 2025). For example, the production budget will decide the number that will be manufactured of a product, the sales budget will indicate the number of sales that an organisation will make, and the cash budget will provide the organisation with a clue of the liquidity position. 
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[bookmark: _Toc221400623]Figure 2: Tesco Plc.'s Financial Analysis 
Source: (Char et al., 2020) 
Consequently, the budget was a management control tool and it assists in planning the future in light of the analysis of the differences between the real performance and the targeted performance.
[bookmark: _Toc221400610]Operating Expenses According to Google Finance
There are slight differences in operating costs in this current year, as there was shown in an analysis of the most recent financial reports of a big retail organisation, which is listed on Google finance including Tesco PLC (Attaullah et al., 2025). The most important variability that influences the operating cost of the organisation is the salary of the workers, the cost to supply chains, the cost of energy, the investment in technology and the cost of maintaining the store. It has recently been struck by inflation, rising fuel and the rise in supply costs, which has led to the rise in operating costs. Meanwhile, the increase in costs has been promoted by online delivery and automated technology, and the online services investments. 
[bookmark: _Toc221400611]Impact of internal decisions
There are a number of measures adopted by the management that have a significant impact on the change of the operating costs. One such area is the workforce management that assists in containing the price of workforce and the application of automated technology, supply chain optimisation and the efforts to make it more efficient (Rubino et al., 2017). In the majority of cases, the companies shut down the less profitable branches and invest more funds in the highly profitable locations. This, in turn, can lead to short-term reduction of expenditure in certain sectors and a short-term increase in expenditure in more recent technology or the construction of infrastructure.
[bookmark: _Toc221400612]Impact of external factors 
The operating costs are also largely affected by the macroeconomic factors. To illustrate, the price structure of the company is influenced by factors such as inflation, interest rates, energy prices, the labor market, and any disturbance of the global supply chain (Cheba et al., 2021). In this connection, the cost of operation will be directly proportional to the cost of the raw material and the cost of transportation, since, as an example, when inflation is high, the cost of the raw material and the cost of transportation are also high. Equally, the economic recessionary state or the decline in the consumer purchasing power will require a strict organisational policy regarding cost control.
[bookmark: _Toc221400613]Performance Measurement and Decision-Making
[bookmark: _Toc221400614]Tesco's Key KPIs 
1. Revenue Growth
Among the most important financial KPI used in Tesco, it is revenue can indicate the extent of the performance of the company in terms of sales and market position (Arena et al., 2015). Tesco is a company that has a positive sales trend in the retail market, as reflected by the total revenue of over PS 71bn in the previous years, according to Yahoo Finance. 
2. Adjusted Operating Profit
Tesco determines the performance of its business after a period of time, in terms of adjusted operating profit. This growth of this profit amounts to approximately 10.9 percent in 2024/25 that was occasioned by growth in sales and cost management.
3. Market Share
Tesco commands a market share of approximately 28 percent in the UK that reflects the competition of the said company and its capacity to retain customers.
4. Customers Clubcards Loyalty Usage
One of the most significant indicators that can be appreciated in Tesco customer retention, repurchase and personalised marketing strategy is the usage of the clubcard loyalty programme (Yawson & Yamoah, 2022). 
5. Market and Product Development
Tesco has also diversified the revenue streams by examining the revenue and market trends by investing more in the core retail, insurance and other services.

[bookmark: _Toc221400615]Strategic Decisions Based on KPIs
Tesco KPI analysis, financial and non-financial, should be considered in the strategic decision-making within the company. Such financial measures as revenue growth, operating profit and market share aid in coming up with the decision of the management on prices, cost control, and investment decisions (Pérez-Álvarez et al., 2018). Tesco, as a pointer, to be in a position to maintain market share, Tesco too has been forced to match prices to its competitors and also created Clubcard-based discounting, which has helped in sales growth and retention. On the same note, the firm has acted in accordance with its operating profit and costs analysis, including the supply chain, the utilisation of technology and the elimination of unneeded expenses in a way that the business can be profitable in the long term. 
[image: What are KPIs and how should you use them to increase sales?]
[bookmark: _Toc221400624]Figure 3: KPIs 
Source: (Martins de Andrade & Sadaoui, 2017) 
Conversely, the non-financial KPIs like customer satisfaction, online sales trends and online engagement statistics have been used to shape the growth and innovation decisions of Tesco. The purchase behavior analysis of the customers has helped the company to consolidate its online retail store, enhance its home delivery services and introduce data-driven approaches of market penetration. Moreover, the stores have implemented employee training, modernisation and technology based stores operations in a bid to enhance the performance and quality of service delivery.
[bookmark: _Toc221400616]Sustainability and Ethical Considerations
[bookmark: _Toc221400617]Integrating sustainability into financial decision-making
One of the strategic factors that Tesco takes into account in the financial decision-making process is sustainability. As a way of competing effectively in the UK retail market in the long term, the company has included the aspect of environmental, social and governance (ESG) in its financial planning (Martin, 2015). The example is Tesco, which is investing in less carbon emission, more renewable energy, less food waste, and creating a sustainable chain of supply. These programs, costly in the short-term, can pay in the long-term, in terms of saving on energy, less waste, and developing a more desirable brand image. 
[bookmark: _Toc221400618]Ethical considerations in cost management
Tesco has been very mindful of the fact that it upholds ethics in cost management, especially in the selection of suppliers, labor policies and quality of products control (Char et al., 2020). It has a responsible sourcing policy and sourcing of poor quality raw materials or exploitation of workers in an endeavor to cut costs will ruin the brand in the long term. One ethical factor in cost management is that there should be fairness in contracting suppliers, safe working conditions and food safety standards. In this way, the company will only incur a few additional costs in the short term, but in the long term, the company will have gained customer confidence and business security.
[bookmark: _Toc221400619]Ethics in pricing strategy
Ethics also plays an important role in the pricing strategy of Tesco. It attempts to offer low-priced products to the customers and it can, as it possesses competitive prices, though it wants the principle of fair prices to suppliers and manufacturers. The customer's buying power is employed in determining the price by Clubcard discount, matching the price of the rivals, and value-range products, and it is a social responsibility (Arena et al., 2015). Nevertheless, the struggle of the price can strain the suppliers- that is why Tesco is oriented on long-term relations and a clear system of contracts to guarantee fair relations with the business. 
[bookmark: _Toc221400620]Conclusion and Recommendations
This discussion shows that accounting management is a strong pillar of financial decision-making in an organisation of large organisations and operations in the United Kingdom, such as Tesco. Budgeting and cost analysis have enabled the firm to manage its operations, KPI assessment, performance measurement and sustainability-based planning and consequently manage its costs and maximise its profits. These revenue model diversifications, examination of both fixed and variable costs and application of both financial and non-financial information have assisted Tesco to place itself strategically in the market in terms of competition. 
Recommendations
· Increase speed and accuracy of decision making process by using the improved data analytics and real-time management accounting systems.
· Increase profitability through reducing costs and improving the use of the activity-based costing and performance measures.
· Enables long-term financial and social value through additional implementation of a sustainability -based budgeting and ESG indicators as a management accounting tool.
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