[image: ]






BA (Hons) Business Management
Management Accounting for Managers
“Individual Report”





Student Name: Mariana-Janeta Cucu
Student ID: 2238838
Module Code & Title: LCBB_5010 
Component 1: Coursework: Individual Report
Word Count: ~ 2000 
Date: 1st of March 2026

Table of Contents
1. Introduction	3
2. Cost Analysis and Business Model	4
3. Budgeting and Financial Planning	5
4. Decision-Making and Performance Measurement.	6
5. Sustainability and Ethical Considerations	7
6. Conclusion and Recommendations	9
References	10
Appendix	13
Key Performance Indicators at Morrisons	13
Channel Performance Indicators	13
Customer Loyalty and Engagement Metrics	14
Morrisons Consolidated Performance Summary	14
Break-Even Analysis Data for Morrisons	15

Table Of Tables
Table 1: (Key Performance Indicators at Morrisons) (Source: Morrisons Annual Report, 2024)	13
Table 2: (Channel Performance Indicators) (Source: Morrisons Annual Report, 2024)	13
Table 3: (Customer Loyalty and Engagement Metrics) (Source: Morrisons Annual Report, 2024)	14
Table 4: (Morrisons Consolidated Performance Summary) (Source: Morrisons Annual Report, 2024)	14
Table 5: (Break-even Analysis Data for Morrisons) (Source: Morrisons Annual Report, 2024)	15
Table of Figures
Figure 1: (Illustrative Break-even Analysis for Morrisons)	5
Figure 2: (Morrisons Key Financial Performance Comparison (2022/23–2023/24))	6


[bookmark: _Toc222747203]1. Introduction 
Wm Morrison Supermarkets PLC (Morrisons) is one of the leading food retailers in the United Kingdom that has supermarkets chain, convenience stores, and a web-based grocery service operating throughout the nation. It was established in 1899, and its headquarters are based in Bradford, which serves millions of customers every week through its vertically integrated business model that continues with the food manufacturing, wholesale supply business, and retail business. Morrisons in the UK is operating in a highly competitive and price-sensitive grocery market, which is characterised by major competitors operating in the market such as Tesco, Sainsbury and Aldi. This environment requires the financial management and cost control to allow maintaining profitability and market share. Management accounting has become a very important part of strategic and operational decision-making in the present retail organisations. According to Drury (2021), management accounting provides the relevant financial and other non-financial information that assists managers in planning, controlling, and evaluating the business performance. Cost analysis, budgeting systems, and key performance indicators (KPIs) are particularly effective in the case of the low-margin supermarket, such as Morrisons, to regulate the operating efficiency and respond to inflationary pressures and support the pricing strategy (Drury, 2021). Moreover, the increasing unpredictability of the prices of food supplies, labour expenses and consumer demand has added to the need for internal financial monitoring, which is high. This report is a critical analysis of how management accounting tools and techniques can be used to make financial decisions in Morrisons. The analysis is grounded on the cost structure of this company, budgetary practices, performance measurement systems and considerations of sustainability based on the recent financial information of Google Finance, Yahoo Finance and the annual report of the company (Morrison, Wilmshurst, and Shimeld, 2023).


[bookmark: _Toc222747204]2. Cost Analysis and Business Model 
Morrisons is a high volume based, retail revenue system that is primarily motivated by selling food products, household goods and fuel in its chain of supermarkets, convenience stores and online grocery slots. On top of this, the company also makes money out of the wholesale dealings, the most significant of which is its long-term supply agreement with McColls under the Morrisons Daily format. This diversified revenue stream lowers dependence on the in-store footfall only and offers certain revenue stability in the UK grocery industry, which is extremely competitive (Coates et al., 2022). In terms of management accounting, the cost structure of Morrisons has a high percentage of both fixed and variable costs. Some of the major fixed expenditures are property rents or depreciation, distribution, salaried management and investment in vertically integrated food manufacturing enterprises (Market Street). Even though this type of vertical integration offers a higher level of supply chain control, it also raises the operating leverage and leaves the firm more vulnerable to the risks of weak demand in comparison with companies that are less asset-intensive (Liu et al., 2024). Variable costs, including inventory buying, logistics, hourly labour in the store, packaging and fuel, directly respond to the sales volume, and have been especially volatile in light of recent food and fuel inflation (Christophers, 2022). In order to assess cost behaviour further, the Cost-Volume-Profit (CVP) analysis is used to show the responsiveness of the margin of Morrisons (Shofi et al., 2025). The company enjoys a gross margin of about 25% based on the indicative figures in its annual reports, and this means that its contribution margin ratio is 25%. This is to indicate that out of every £1 of sales, approximately £0.25 will go towards covering fixed expenses and profit. As an illustration, a £100 million weekly sales increment will create about £25 million of contribution (£100mm × 25%). This underscores the fact that Morrisons has been keen on volume growth and price competitiveness to absorb its high fixed-cost base (Chen, 2022).
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[bookmark: _Toc222747221]Figure 1: (Illustrative Break-even Analysis for Morrisons) 
(Source: Morrisons Annual Report, 2024)
[bookmark: _Toc222747205]3. Budgeting and Financial Planning 
One of the main components of management accounting at Morrisons is budgeting because it allows the firm to organise its resource distribution, regulate its operational expenditures and react to the competitive and inflation-prone UK grocery market. Budgeting helps to control the short-term operations of a large-scale food retailer as well as strategic planning over the long term, since it transforms organisational goals into financial goals and quantifies them. This is especially relevant to Morrisons, which has structurally low profit margins and which demands high financial discipline (Madiba, 2023). Reviewing the recent finances of Morrisons shows that the company is putting increasing pressure on its operating expenses. According to Google Finance and Yahoo Finance, operating expenses have risen on an annual basis, and this is mainly caused by the influence of external macroeconomic factors that have risen over the years, like labour inflation, unstable energy prices and disruption in global supply chains (Carlson, Correia and Luck, 2022).. As a way of fending off competitors with discounts, Morrisons has invested in modernisation of its stores, online fulfilment and price-led promotional activity. Although these costs are premeditated, they cause further demands on the short-term budgets and have to be strictly monitored financially (Hayne, 2022). The management accounting perspective calls into analysis of the increase in the cost of operation using variance analysis. Likely adverse cost variances in the company have been in the areas of energy, labour and distribution. Variance analysis will allow the management to identify the difference between uncontrollable excessive expenditure and inflation influences imposed by external factors, and hence take control steps in a better manner (Habanabakize and Dickason-Koekemoer, 2024). However, there are shortcomings in the budgeting strategy of Morrisons as well. The current unstable retail setting, where costs of inputs and consumer demands may fluctuate quickly, may not be adequately served by the traditional and fixed budgets. Better responsiveness and accuracy in forecasting would be enhanced by increased use of rolling forecasting and flexible budgeting (Morrison and Rose, 2023).
[bookmark: _Toc222747206]4. Decision-Making and Performance Measurement.
Morrisons has a framework for performance management that is based on financial and non-financial key performance indicators (KPIs) to aid in strategic and operational decisions. This is because such safeguards assist the management to monitor the profitability, sales incentive and customer relations in the competitive UK grocery market. The current strategic priorities have been influenced by several KPIs directly based on the 2024 annual report (Morrisons, 2024). 

[bookmark: _Toc222747222]Figure 2: (Morrisons Key Financial Performance Comparison (2022/23–2023/24))
 (Source: Morrisons Annual Report, 2024)
Continuing operations revenue has increased to £15,276m, and this is attributed to the increased volumes and competitive pricing programs. The management used this information to support its discount price-match programme and more exclusive More Card pricing (Neely-Morrison, 2021).  The increase in sales at like-for-like (LFL) grew by 4.1% and 8.9% in the convenience stores, respectively. This KPI has directly impacted the expansion strategy of Morrisons, i.e. quicker transformation of McColls to Morrisons Daily and franchise development (Zhang, 2022). 
The underlying EBITDA has increased to £835m following the multi-year cost savings programme that has resulted in a cumulative saving of £612m. Even though EBITDA helps in evaluating the performance of an organisation as far as its operations are concerned, the measure excludes depreciation and financing costs, and it therefore could give an inflated picture of the financial capacity of Morrisons with a vertically integrated model that survives on capital. It would be evaluated in a more balanced way by paying more attention to the cash flow and the returns on capital. Although the application of EBITDA is currently widely applied to assess the operating performance, there is a strong restriction on the usage of the measure in management accounting. Depreciation, financing expenses and other extraordinary items are not counted in EBITDA, and with that, it conceals the actual capital intensity of the vertically integrated manufacturing model of Morrisons. The fact that Morrisons owns large property resources, on the one hand, and in-house food manufacturing facilities, on the other hand, means that the use of EBITDA, in this case, can overestimate the financial well-being of the company and its ability to generate cash. The company management should, however, consider EBITDA and other similar statistics such as operating cash flow and the returns on capital employed (ROCE), in order to obtain more realistic and economically relevant performance images (Lin et al., 2024).
The operating profit was also improved to £74m, which is the basis of the strategic decision to sell the £2.5bn petrol forecourt business and concentrate on the main food retailing business. More to the point, non-financial indicators play a crucial role as well; loyalty-driven sales already reached 76% of the supermarket revenues, and the management addresses the More Card pricing and speciality on the AI shelf-availability technology to enhance customer experience (Zavidna, Mykolaichuk, and Namliiev, 2024). 
The KPI model created by Morrisons is more or less the reflection of the Balanced Scorecard strategy, which includes the financial, customer, internal process and learning dimensions. However, the public reporting remains highly skewed to financial as well as customer measurement and does not significantly reveal the signifiers of innovation and learning. Increased practical application of a Balanced Scorecard in a more formal way may increase the consistency between short-run performance management and long-run capability development (Ordenes, Solis, and Herhausen, 2022).
[bookmark: _Toc222747207]
5. Sustainability and Ethical Considerations 
The concept of sustainability has an increased role in the financial decision-making within the food retail market in the UK, and Morrisons has incorporated a range of different environmental and social activities into its operational strategy. Sustainability investments must be looked at critically in terms of management accounting so that there would be an optimality in the mix of short-term cost-generating pressure and long-term value-generating response. Morrisons has decided to minimise its carbon footprint in its operations, minimise food waste and increase sustainable sourcing across the entire supply chain, and this can impact decisions regarding capital allocation and cost control (Onukwulu, Agho and Eyo-Udo, 2021). Within the context of life-cycle costing, such investments depict the way environmental sustainability may be in addition to economic efficacy. However, the nature of green capital expenditure is that of an uncertain payback time, particularly during periods of high inflation and high margin, a choice to bargain scenario between the management (Erdoğdu et al., 2025). This explains why the environmental information ought to be integrated into the management accounting systems rather than sustainability being a reputational exercise. The relationship between the carbon KPIs and the management accounting report would enable us to gauge the environmental performance and financial performance in a clearer light. Without the quantified sustainability targets within the financial plan, there exists the risk of environmental programs being token and not performance-based. Another important intersection point between sustainability and cost control is the minimisation of food waste. Another way in which Morrisons could save costs associated with waste is through the minimisation of markdown optimisation and supply chain coordination, and better inventory forecasting to enhance environmental performance. The short-term operational challenge can be increased, though, by the strong goals of waste minimisation, which require investment in forecasting technology and staff capacity. Morrisons also needs to balance between treating the suppliers fairly and offering competitive prices in a market where the constant rise in the price of food is also a threat (Gopalakrishnan, Hall, and Behdad, 2021). 

[bookmark: _Toc222747208]6. Conclusion and Recommendations 
This report has critically analysed the purpose of management accounting in assisting the financial decision-making within Morrisons. As the analysis shows, the firm is in a structurally low-margin and competitive UK grocery market, in which cost control and performance monitoring are needed. The vertically integrated business model that Morrisons has allows it to have more control over the supply chain, but also exposes it to higher fixed costs, which is why it is especially crucial to have a sound cost analysis and a dynamic budget. The review also notes that although Morrisons has been successful in enhancing its performance in the areas of EBITDA and operating performance, the emerging pressure on margins is present due to increasing operating costs and prevailing competition in the pricing arena. Besides, despite the growing inclusion of sustainability efforts into the business model, further incorporation of quantifiable environmental indicators into financial planning would supplement the long-term value creation. On the basis of the analysis, some recommendations would be given. To enhance the visibility of costs at product and channel levels, first, Morrisons needs to apply activity-based costing (ABC) in its vertically integrated business. Since the company has a high level of fixed cost base, ABC would help to analyse the contribution more precisely and to make evidence-based price decisions, especially in the convenience and online channels where the margin is of vital importance. Second, the usage of rolling forecasts and scenario-based budgeting should be increased in the company. Within a setting where the energy prices change frequently, the labour and consumer demand, more flexible forecasting would enhance the responsiveness of management and minimise the restrictions presented by fixed annual budgeting. Third, Morrisons ought to officially incorporate sustainability KPIs such as the carbon intensity, food waste ratios, and energy efficiency into the management accounting dashboard. The connection between environmental performance and financial targets would enforce the alignment with the strategies and provide sustainability activities with significant economic and not reputational benefits. In conclusion, although Morrisons has strong utilisation of management accounting tools, additional improvements of cost analytics, flexibility in budgeting, and carbon-based performance measurement will be necessary to keep the company financially strong and competitive in the changing UK grocery market (Mkansi and Nsakanda, 2021).
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[bookmark: _Toc222747211]Key Performance Indicators at Morrisons
[bookmark: _Toc222747216]Table 1: (Key Performance Indicators at Morrisons) (Source: Morrisons Annual Report, 2024)
	KPI
	2023/24 Performance
	Strategic Importance

	Revenue (continuing operations)
	£15,276m (↑ £565m YoY)
	Measures overall sales strength

	Like-for-like (LFL) sales
	+4.1%
	Indicates underlying store performance

	Underlying EBITDA
	£835m (↑ 11.2%)
	Tracks operating profitability

	Operating profit (continuing)
	£74m (prior year loss)
	Signals turnaround progress

	Loyalty-linked sales
	76% of supermarket sales
	Reflects customer engagement



[bookmark: _Toc222747212]Channel Performance Indicators
[bookmark: _Toc222747217]Table 2: (Channel Performance Indicators) (Source: Morrisons Annual Report, 2024)
	Business Area
	LFL Growth 2023/24
	Strategic Insight

	Total Group LFL (ex-fuel)
	+4.1%
	Underlying sales recovery

	Convenience stores
	+8.9%
	Strong local format demand

	Franchise & wholesale
	+29.8%
	Rapid partnership expansion

	Market share
	8.6%
	Stable competitive position



[bookmark: _Toc222747213]Customer Loyalty and Engagement Metrics
[bookmark: _Toc222747218]Table 3: (Customer Loyalty and Engagement Metrics) (Source: Morrisons Annual Report, 2024)
	Customer Metric
	2023/24 Performance
	Management Response

	Loyalty-linked sales
	76% of supermarket sales
	Expanded More Card prices

	Customer feedback reviewed
	730,000+ inputs
	Weekly executive review

	Customer roundtables
	8,200 sessions
	Improved service focus

	AI shelf monitoring
	Implemented
	Availability improvement



[bookmark: _Toc222747214]Morrisons Consolidated Performance Summary
[bookmark: _Toc222747219]Table 4: (Morrisons Consolidated Performance Summary) (Source: Morrisons Annual Report, 2024)
	Breakdown
	2023/24
	2022/23
	YoY Change

	Revenue (continuing operations)
	15,276
	14,711
	+565

	Sale of goods in-store & online
	14,723
	14,361
	+362

	Other sales
	659
	524
	+135

	Operating profit (continuing)
	74
	(86)
	Turnaround

	Operating profit before exceptionals
	206
	130
	+76

	Profit before tax (before exceptionals)
	138
	64
	+74

	Underlying EBITDA
	835
	751
	+84

	Net cash from operating activities
	817
	902
	(85)

	Capital expenditure
	326
	408
	(82)

	Working capital movement
	97
	124
	(27)



[bookmark: _Toc222747215]Break-Even Analysis Data for Morrisons
[bookmark: _Toc222747220]Table 5: (Break-even Analysis Data for Morrisons) (Source: Morrisons Annual Report, 2024)
	Sales Volume (Units)
	Total Revenue (£m)
	Total Cost (£m)
	Profit / (Loss) (£m)

	0
	0
	500
	(500)

	500
	500
	875
	(375)

	1,000
	1,000
	1,250
	(250)

	1,500
	1,500
	1,625
	(125)

	2,000 (Break-even)
	2,000
	2,000
	0

	2,500
	2,500
	2,375
	+125

	3,000
	3,000
	2,750
	+250




2022/23	Revenue (continuing operations)	Underlying EBITDA	Operating Profit (continuing)	14711	751	-86	2023/24	Revenue (continuing operations)	Underlying EBITDA	Operating Profit (continuing)	15276	835	74	
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