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[bookmark: _Toc222402315]1. Introduction 
Background of the company
Sainsbury’s is one of the renowned names in the UK retail industry, which started back in 1869. The band has a number of supermarket, convenience stores along with forecourt shops in different parts of the globe. It does have almost 145,000 employees working for it in different parts of the nation. As of FY 2025, it has accumulated a revenue margin of worth 32,812 million GBP, which is arguably one of the highest in this segment (Corporate.sainsburys, 2026).
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Figure 1: Official Logo of Sainsbury’s 
(Source: Sainsbury’s, 2026)
Importance of management accounting in decision-making
Management accounting does play a critical role in providing concerned authorities of a brand about accurate fiscal information to manage and govern business operations (Atrill, and McLaney, 2021). Management accounting basically transforms raw data into actionable insights so that higher management of Sainsbury’s can make strategic decisions regarding cost control and accurate investments. 



[bookmark: _wcfwja63fuhs][bookmark: _Toc222402316]2. Cost Analysis and Business Model
Sainsbury’s revenue model
Revenue model refers to a strategic framework, which outlines the way a brand actually generates all its income through evaluating revenue streams, accurate pricing strategies, and identifying target consumers (Weetman, 2013). Sainsbury’s uses a combination of subscription and ad-based revenue model for managing all its operations in the industry. The combined approach of subscription and ad-based revenue models has assisted the brand throughout in securing optimum profitability from the intended target market (Yahoo.Finance, 2026). Fiscal forecasting, sustainable growth along with resource optimisation gets better for a brand like Sainsbury’s when a steady revenue model is there to generate profitability. As a brand Sainsbury's have started to use an ad-based revenue model in the last few years along with a subscription based approach which it has been using for quite a long time now. Subscription based revenue model emphasises on generating recurring incomes by charging new or existing consumers with a monthly or annual fee for having all the premium access. Sainsbury's uses a fixed-rate subscription model to charge its consumers with a monthly or annual fee at the very beginning. Ad-based revenue model on the other hand focuses on generating income by focusing on selling advertising spaces across online platforms to various third party organisations. Monetisation metrics such as cost-per-click (CPC), native ads, sponsored content, video ads and cost-per-action (CPA) are some of the key aspects through which Sainsbury’s generates revenue margin through ad-based models.  
Key cost structure of Sainsbury’s (fixed vs. variable costs)
Cost structure associated with a brand refers to categorised expenses that a business mainly incurs to manage and operate daily business operations. Atrill, and McLaney (2019) argues that cost structure comprises both fixed costs such as rent or salaries along with variable costs such as raw materials and shipping charges. A combination of fixed and variable cost structure have assisted the brand in determining pricing and identifying profitability in all these years. Adhering to both fixed costs, which do not change with production capacity along with variable costs, which fluctuates rapidly with manufacturing level, Sainsbury's have managed to focus setting price and identified areas for better efficiency. As Sainsbury's is a labour-intensive brand, higher variable cost is one such element that has always been there for the entity as compared to fixed cost. Apart from that, a combination of both direct and indirect cost structure has also been there by the brand to evaluate profitability of different product lines. Direct costs for Sainsbury’s refers to the labor expense, materials cost along with logistics expenditure whereas direct costs are mainly depreciation value, technical infrastructure and rents for managing business operations. Hence, apart from adhering to both fixed and variable cost structure, Sainsbury’s have also managed to focus on direct and indirect costing in its operation to ensure “high volume and low margin” in case of retail sales. 
[bookmark: _xiwwoyqvkg25][bookmark: _Toc222402317]3. Budgeting and Financial Planning
Role of budgeting in the Sainsbury’s operations
Accurate budgeting plays a significant role in governing operations management for an organisation in doing accurate financial planning, strategic decision making along with cost control to ensure optimum functioning (Drury, 2015). Operational planning, effective control, quality decision making and optimum resource utilisation has been some of the by-products of budgeting that has helped Sainsbury's in streamlining all its business operations throughout these years. Moreover, budgeting has also assisted the venture Sainsbury’s in doing accurate cost management, performance evaluation and identifying market volatility accurately to make fiscal decisions in the industry. Assessment of performance evaluation and cost management through budgeting have helped the higher management of Sainsbury’s in doing accurate operational planning to have optimum control over business operations. Most importantly, accurate budgeting has also assisted the venture in doing deviation analysis for controlling operational cost to have better output in terms of profitability by focusing on “Next Level” strategies. 
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Figure 2: Fundamentals related to the working of budgeting systems


Review current year on year change for operating expenses for Sainsbury’s
Operating expense for Sainsbury's includes capital expenditure (CapEx) along with non-operating costs, which are listed below in the income statement of the venture. Rhode and Garrison (2019) clarifies that operating expense refers to the daily expense that a brand incurs to manage and govern core functions to meet consumer needs. Based on the assessment of the income statement, the operating expenses for the brand have gradually decreased from £1,442,000 in 2023 to £1,281,000 in 2024 and £1,270,000 in 2023 (Yahoo.Finance, 2026). On the other hand, the operating income for the brand has also grown steadily from £562,000 in 2023 to £809,000 in 2024 and £951,000 in 2025 (Refer to Figure 2). Thus, analysing year on year change in operating expense for Sainsbury’s, it is clear that the brand has performed better every single year in terms of reducing its operating expense and uplifting its operating income.  
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Figure 3: Income statement for Sainsbury’s to review the change in operating expense
(Source: Yahoo.Finance, 2026)


Decisions made by management or macroeconomic factors to influence this change
The combination of both internal and external influence has assisted the brand in reducing its operating expenses throughout the last few years. Optimisation of workforce management, fostering a cost-conscious culture, introducing automation in some of the operations and negotiating vendor contracts have been some of the decisions made by the management internally, which has assisted the venture to influence change in operating expense. Moreover, vendor-suppliers management, capitalising on early payment discounts and outsourcing non-core functions to support payroll and technical infrastructure has been some of the key external factors that has assisted the brand to influence such changes in operating expense. 


[bookmark: _a8yz3wz0khu8][bookmark: _Toc222402318]4. Performance Measurement and Decision-Making
Five financial or non-financial KPI’s of Sainsbury’s 
Grocery market share performance: Sainsbury’s have been a dominant name in the UK grocery retail market with having almost 16.3% of the market share, making the brand the second largest retail chain of the country. Based on the market dynamics, Sainsbury's has managed to grow almost 5.4/% in sales as compared to the last year due to its robust value proposition (Radojev, 2026).
Customer satisfaction score: Sainsbury's as an organisation does hold a strong customer satisfaction positioning, with a NPS score of 20 (Statista, 2025). A strong performance in NPS shows how the brand has improved its value proposition along the product quality in recent years. 
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Figure 4: Consolidated balance sheet for Sainsbury’s
(Source: Google.Finance, 2026)
Return on capital employed: Return on capital employed is denoted as a key fiscal ratio, which measures the efficiency of a brand to generate profitability from its capital. Based on the annual report, the ROCE value for Sainsbury’s has been 9% for the FY 2025 (Corporate.sainsburys, 2026).
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Figure 5: Cash flow analysis for Sainsbury’s 
(Source: Google.Finance, 2026)
Underlying profit before tax: Underlying profit before tax is mainly a non-GAAP fiscal metric, which evaluates the core operating performance of a brand by eliminating different non-recurring costs accordingly. Underlying profit before tax stands at £761 million for the brand as of FY 2025, which is 8.6% better as compared to FY 2024 (Corporate.sainsburys, 2026).
Colleague engagement score: Colleague engagement score refers to a data driven value published by a brand to demonstrate how actively all the employees are connected with each other to perform daily operations for the brand. Based on the below graphical representation, it is clear that the colleague engagement score has been upwards for the brand in 2025 as compared to the last few years (Refer to Figure 5). 
[image: ] 
Figure 6: Colleague engagement score 
(Source: Corporate.sainsburys, 2026).
Strategic decisions made by Sainsbury’s based on financial and non- financial data 
Strategising long term actionable steps based on industry opportunities can determine how a brand is going to perform in a competitive marketplace as compared to others (Drury, 2015). Cost cutting in reducing the operating expense and enhancing the operating income has been one such massive decision that the company has made based on both financial and non-financial data. Apart from that, setting product pricing to ensure a decent gross profit has been one such massive change that the brand has done after illustrating different industry relevant data. Most importantly, expansion strategies in different areas be it physical expansion or infrastructural expansion has been done by the brand by evaluating key fiscal metrics accordingly. 



[bookmark: _ymap1pdffcc6][bookmark: _Toc222402319]5. Sustainability and Ethical Considerations 
The way Sainsbury’s integrates sustainability into its financial decision-making
The practice of integrating sustainable measures in managing core business operations enhances the functional credibility of a business venture in securing positive perception in the industry. Sainsbury’s primarily integrates sustainability into its financial decision making based on its “Plan for Better” strategies. As a result of this, the brand has invested a staggering £1 billion in its operational governance for achieving “Net Zero emissions” by 2035 (Corporate.sainsburys, 2025). Moreover, the brand has invested £25 million during FY 2025 for developing “Smart Charge” EV network to ensure energy efficiency. 
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Figure 7: Sustainability targets for Sainsbury’s 
(Source: Corporate.sainsburys, 2025)
Reduction in overall emission, eliminating the plastic packaging and reducing the overall food waste are considered to be some of the major elements that Sainsbury’s are targeting to achieve in the industry. Thus, investments are being made as a part of “Plan for Better” strategies so that integrating sustainable standards can be there to ensure accurate financial decision making. Apart from that, Sainsbury’s have started to invest heavily on automation nowadays to ensure 100% recyclable or reusable packaging for eliminating the usage of single use plastic from its global operations as a part of meeting ESG standards. 
[image: ]
Figure 8: Strategies for meeting ESG standards by Sainsbury’s 
(Source: Corporate.sainsburys, 2025)
Ethical considerations in cost management and pricing strategies
Ethical practices in determining pricing strategies must focus on balancing overall transparency along with social accountability from a brand’s perspective. As a part of ethical measures in cost management and pricing strategies, Sainsbury’s must focus on avoiding “predatory pricing and price gouging” to ensure transparency and honesty to keep the balance intact. Price gouging is all about setting high price points for any product during shortages, which often lead to consumer exploitation at times. Apart from that, predatory pricing is about setting the selling price below the production costs to nullify the market competition. Both of these measures often lead to market monopoly at times. Hence, honesty, accountability, and transparency should be there as a part of ethical consideration to avoid such measures in cost management and pricing strategies. 




[bookmark: _73arsb3i3i7w][bookmark: _Toc222402320]6. Conclusion and Recommendations 
Summarise findings
This entire report has illustrated key elements regarding the financial metrics for Sainsbury’s in evaluating the way fiscal analysis influences the overall strategic decision making for the brand. The practice of identifying key budgeting needs and operational requirements helps a brand in determining financial needs beforehand. Apart from that, budgeting plays a crucial role for Sainsbury’s in aligning all its daily operations with long-term strategic decisions so that better efficiency can be achieved. Hence, detailed illustration regarding the financial budgeting, role of accounting, and certain KPIs have been mentioned over here as well. Moreover, various sustainable standards that Sainsbury’s prefers to integrate while managing daily operations have also been emphasised here as well. 
Recommendations based on management accounting principles
R1: The practice of automating different tasks by using Robotic Process Automation or RPA is going to lower the overhead expenses for the brand. This is going to ensure low operating expense for the venture in improving overall efficiency to ensure process optimisation. RPA is going to be helpful for the venture in reducing human error to track all the expenditure and doing accurate inventory management. 
R2: Outsourcing non-core functions such as payroll and infrastructural development along with consolidation of vendor contracts are going to be helpful for the venture in uplifting its overall gross margin in the industry. Adherence to different standards to outsource non-core functions are hoping to be fruitful for Sainsbury's in consolidating its operating income.  
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