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Executive summary
The context has shed light on the crucialness of the management accounting, and elaborated on the cost evaluation of the company Tesla. It has illustrated its business model and also depicted the budgeting and monetary planning approaches. Various financial and non-financial factors exist that impact the performance indicators of the company, such as Tesla. Revenue, profitability operating income are some of the principal financial components that measure the performance of the company. Promotion and brand visibility are two non-monetary aspects that indicate the overall performance of the company. Strategic expansion initiatives of the company and the context of sustainability and ethical consideration have been focused on in the report.
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[bookmark: _Toc210911308]Introduction 
One of the renowned organisations is Tesla, which is known for its automotive and clean energy. It was founded in 2003 and has become the largest electric vehicle (EV) manufacturer and energy solutions firm at an international level (Tesla, 2025a). The company mainly designs, manufactures and sells various models of electric vehicles, such as Model S, 3, X, Y and also energy storage systems such as Powerwall and solar energy products. Operations of the association are situated in different countries, including China, Europe, the U.S. and beyond. This company mainly operates with gigafactories, software developments, battery research and development and also direct-to-customer sales models. According to observations, management accounting holds utmost crucialness in the capital-intensive and technology-driven competitive sector. It can guide Tesla in conducting specified and informed decision-making. There are tools such as variance analysis, cost distribution, budgeting and forecasting that allow the management to conduct capital investment, pricing tactics, control costs, and expand capacity. Tesla is observed to operate with increased variable and fixed costs, where this management accounting guides to measure the profitability by model, potential distribution of resources and track performance over budgets. The following context will assess the revenue and cost structure of the company and define the ways budgeting and expense trends influence the internal and external decisions.
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[bookmark: _Toc210911310]Revenue model of Tesla
The organisation is observed to operate with a multisegmented and vertically integrated model that involves various revenue streams such as automotive sales, regulatory credits and others. Their growth tactics are identified by prioritising scaling vehicle deliveries, upliftment of the revenue shares and expansion of the energy businesses. Such areas are conducted by the company as it retains control over its manufacturing, distribution and services for achieving margins in multiple stages. Some of the areas of revenue streams of the company are addressed in the following. 
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Figure I: Different models of Tesla
Source: (Tesla, 2025a)
Automotive sales: It is considered one of the major components of revenue generation, which is collected through the sale of EVs; however, it has currently faced a significant drop (Roush & Antonio Pequeño IV, 2025). 
Regulatory credits: The organisation sells the emissions or the zero-emission credits to other automakers that comply with the regulatory requirements. 
Energy generation and storage: A significant amount of revenue is generated from the solar systems, such as panels, roofs, and also from the battery storage systems for various purposes, including commercial, residential, and utility customers.
Services and other: This involves the vehicle servicing, upgradation of the software, such as the self-driving subscriptions (Tesla, 2025b). Apart from that, it also contains sales from the used vehicles, contracts from the warranty and maintenance contracts and other ancillary products. 
Software and subscription revenue: This includes the autopilot upgrades and the premium connectivity.
[bookmark: _Toc210911311]Discussion of the major key cost structures
Fixed Costs 
This refers to the costs that remain constant with the production levels; however, Tesla is more identified with operating semi-fixed cost that combines certain fixed expenses along with variable costs (Accounting Tools, 2025). Such costs involve the factory or plant principal investments and depreciations, such as the gigafactories, assembly plants and also the battery manufacturing facilities that require high capital costs and depreciation or maintenance. There are also software, design, and research development expenses that include the salaries of the engineering, autonomous driving, and battery research teams. Apart from that, it contains the general administrative charges such as the legal, compliance, quality assurance and the regulatory teams (Tesla , 2025c). Sales and the infrastructure expenses are one of the major expenses, as there are significant costs for owning service centres, managing the charging networks, tools and equipment, utility aspects and also power and facility management. 
Variable Costs
This defines the expenses that fluctuate along with the level of production of an association (BBC, 2025). For Tesla, these costs involve the direct components and materials such as battery cells, electric motors, wiring and also direct labour such as the assembly line workers. Apart from that, expenses regarding the logistics, packaging and shipping also vary according to the units that are produced by the company. Sales commission, discounts to customers and other promotional costs are other major variable costs for the company. There is an utmost requirement for margin management as Tesla operates at a significantly variable cost. The difference between the available cost and the revenue per vehicle offers the contribution margin that must be able to cover those fixed costs and then generate profit. 
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This respective factor is critical for Tesla for the alignment of the strategic objective, such as new model development, and scaling gigafactories. The continuous capitalisation towards the new factories, plants and capacity expansions the capital budgeting is essential (Liukkonen, 2021). On the contrary, the operating budget helps in managing the business units and geographies, and the cash flow budgeting is responsible for planning cash flows, debt servicing and managing the requirement of working capital. Apart from that, the sensitivity analysis allows them to operate uninterruptedly in the volatile market, multiple forecasting, and there is performance monitoring that allows them to conduct corrective actions. 
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Figure II: Income Statement of Tesla 
Source: (Google, 2025)
The aforementioned statement describes that the organisation has experienced a major hike in their operating expenses, which shows a 11.65% hike from the previous year. These expenses are mainly referred to the costs that are incurred for the daily operations, and for Tesla, it involves research and development, and selling and administration. According to reports, the entity operated with continuous upward trends in such areas, as it was 8.77 billion USD in 2023, which increased to 9.97 billion in 2024 (Google, 2025). Such changes describe the continuous investment of the company that leads to moderate expense growth.
Discussing the managerial decisions
Several decisions are observed to be conducted by the company as it has initiated to reduce the workforce for cost-cutting (Waldersee, 2024). They have also identified to focus on their efficiency through increasing their production, which relatively allows them to decrease the per unit overhead. The company might also delay the massive projects and intend to invest in higher return areas. Significant control and the optimisation of the research and development are the major areas for successful management.
Portraying the macroeconomic factors
The reduced consumer demand or the stricter credit conditions are responsible for the decreased sales growth; thus, Tesla might constrain operating cost growth (Roush & Antonio Pequeño IV, 2025). There is also significant inflation and various supply pressures present that automatically lead to cost hikes. Apart from that, the margins are also pressured due to the price level fluctuations.  It also involves the regulatory costs that is greatly impacted by the changes in the regulations, trade tariffs and others that increase the compliance and legal costs. 
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Financial performance index 
Revenue: Revenue of the company is a key financial performance indicator that looks at the volume of sales made by the company in an accounting year. Tesla, a large EV-making company of the globe, earns billions of dollars in revenue, and based on the growth of sales, their overall growth in the global market is measured. For example, the company has earned 97.69 billion dollars of revenue in 2024, which is marginally more than its previous year's growth (Tesla, 2025d). This makes a significant difference in the perception of stakeholders about the company.
Cost of revenue: Revenue is achieved by incurring some costs, and a variety of costs are involved in the total cost of revenue of the company. This is an essential indicator of performance measurement of the company as it implies the cost controlling efficiency and paves for a higher profitability margin. $ 80.24 billion has been the cost of revenue of the company in 2024, which is more than its previous year (Yahoo, 2025). Such an inflated cost of revenue may put stress on the profitability performance of the company.
Gross margin: The gross profit of Tesla is a highly significant performance metric to measure the efficiency of cost control and the ability of the firm to remain profitable from the core operation (Tesla, 2025d). A decrease in gross margin has been noticed for the company in 2024 from 2023, and such a fall can be interpreted as a relatively poor condition of cost control by the management. A high gross margin also strengthens the foundation on the basis of which further improvement in the operation is derived.
Non-financial performance indicators 
Promotion: Promotional performance and the loyalty of the customers to the company a major non-financial metrics to analyse the performance of the company (Mitchell, 2021). The company has used tools such as referral programs and collaboration with influencers and has transformed the sales growth. Such polices and qualitative aspects need to be focused on to evaluate the growth of the overall performance of the company.
Brand visibility: A Strong brand presence of the company can be considered as a major non-financial metric to analyse their performance growth and presence among the customers. The owner of the company has a wide presence in the digital sphere across the globe, and such a personal brand transforms the overall growth of the company immensely.
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Cost cutting
A recent drop in the sales of the company has compelled the management to curtail the expenses, and that has raised some other issues for the company as well (Sherman, 2025). The objective of the company to make affordable cars has created issues such as the delivery of products, and has ultimately shrunk the profits. In this context, the vitality of the financial performance indicators in long-term strategic decision-making is established.
Pricing strategy 
Looking at the outcome of the financial and non-financial indicators, the company mostly follows a floating pricing policy, which is quite unique among the car-making companies of the globe (Trudell, et al., 2023). The pricing of some models of the cars of company is below industry average, and by approaching such a flexible pricing policy, the company can be ahead in the competition in the market.
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Energy efficiency in operation 
The principal objective of the company is to mitigate the emission of carbon in the atmosphere and promote the growth of Electric vehicles. In 2024, 32 million metric tons of carbon emissions have been avoided by customers using their cars. Such a huge contribution to the sustainable environment creation can be a part of financial as well as operational decisions (Tesla, 2024). Role in the mitigation of traditional energy emissions is a suitable integration of finance of the company. 
Supply chain sustainably 
The initiatives of the company in making the supply chain sustainable can be the integration of finance in it. Its introduction of the electric giga train in Germany will promote green transportation and mitigate traffic congestion (Hargreaves, 2024). Such moves of the company have enhanced the scalability of sustainable transportation to improve the global supply chain of the company.
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Ethics in pricing 
The pricing policy of a company is an interesting point to derive the profitability growth and ensure the long-term success in the market (Nagle et al., 2023). Dynamic pricing and ensuring the trust of the customers have been the pricing strategy of the company, which has able them to emerge as a unique brand in the market and capitalise on the competitive nature of the EV market. 
Ethical consideration in cost management
The supply chain sustainability has been a major example of the ethical cost decision-making of the company. Its green transportation concept in Germany and the value of such trains in the international supply chain can be an instance of key integration of ethics and cost aspects.

[bookmark: _Toc210911321]Conclusion 
The report has deeply focused on the managerial accounting aspects of Tesla, a leading EV manufacturing company. It has covered a detailed analysis of the cost and revenue model of the company. Automotive sales are the primary revenue stream of the company and have contributed most of the sales amount in recent years. Increasing operating expenses have been an issue for the company, and the employee reduction has been an action of the company to tackle such issue. Consumer demand and inflation pressure are two key factors that have been found in the case of Tesla. The cost hike has been found in the annual accounting report of the company, and in order to mitigate so, Tesla is advised to control the costs and minimise the additional expenditures.  As far as the global impression of the company is concerned, it needs to improve the quality and affordability of its products. Along with that, the sustainability actions are advised to continue.
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