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[bookmark: _Toc233563073]1.Introduction
Amazon is one of the world’s largest online shopping and technology companies. It was founded by Jeff Bezos in 1994 and is headquartered in Bellevue, Washington near Seattle. The company making $ 742.776 billion in revenue. (Yahoo Finance, 2025), and market share of USD 583.2 billion for 2026 (Businessresearchinsights.com, 2025).
Its operational subsidiaries are as cloud computing, digital advertising, video streaming, and delivery services.
Amazon Corporate Background and Business Environment
Amazon operates mainly in the global e-commerce industry, which involves buying and selling products online. This industry has grown quickly because more people now shop online. Global e-commerce sales increased from about $469.82 billion in 2021 to around $716.9 billion in 2026 (The Global Statistics, 2026). Major competitors of Amazon include Alibaba, eBay, and JD.com (Darius, 2026).
Amazon is a market leader in e-commerce and serves customers in many countries. Amazon’s main services are online shopping (Amazon Marketplace), Prime membership, and cloud services (AWS), Prime Video, and Amazon Advertising. Online retail is Amazon’s largest source of revenue, while AWS is one of most profitable business segments. (Amazon, 2025) Amazon is a mega-scale firm with nearly USD 716.92 billion annual revenue, and its AWS division leads the cloud market with about 28 % share in a rapidly growing industry (Richter, 2025).
Management accounting is an important part of business decision-making. It helps turn financial data into useful information that managers can use to plan, control, and evaluate performance. It also supports better decision and helps to improve business efficiency (Tally, 2021). Management accounting is important for Amazon because it helps managers plan budgets, control costs, measure performance, and make business decisions (Eunice, 2023).
[bookmark: _Toc233563074]2.Cost Analysis and Business Model
Amazon has different ways of making money. The main way is by selling products through its website. The company also receives feels from third parties. Amazon Prime is another important part of the business, with about USD 200 million members worldwide and more than USD 180 million users in the United States. Prime and other subscription services earned USD 44.37 billion in 2024. In addition, Amazon makes revenue from advertising and (AWS), which provides cloud computing services for business (Mosby, 2023). 
Having different income sources helps Amazon reduce risk and increase profits. AWS and advertising are especially important because they usually earn more profit than retail sales. Amazon has both fixed costs and variable costs. Amazon also has large, fixed costs that do not change with sales levels. These include warehouses, fulfilment centres, data centres, office buildings, and technology systems. According to Amazon’s 2025 economic impact report (Staff, 2026a), the company invested over $340 billion in the United States in 2025 and more $1.8 trillion since 2010, showing the scale of its long-term investment in fixed assets and infrastructure. Company invests in these areas to support its long-term growth (Amazon Web Services, Inc., 2026).
Variable costs change with the number of products sold. When sales increase, these costs also rise. In the most recent financial year, the company spent about USD 102.7 billion on shipping, compared with USD 95.8 billion In the previous year. This shows a continues rise in Amazon’s delivery- related expenses over time. To reduce these costs, Amazon uses warehouse automation, regional fulfilment centres, its own delivery network, and route-optimisation technology to improve efficiency and lower expenses (Coppola, 2022).
Amazon also spends money on customer service, product returns, and marketing activities. These costs help the company maintain customer satisfaction and attract new buyers. The company focuses on fast delivery and reliable service, which require good planning and efficient operations. Managing its costs carefully, Amazon can continue to grow and complete successfully in different markets. Strong cost control also helps Amazon responds quickly to changes in market, helping it achieve strong financial performance, stable growth, and success around the world. (Staff, 2026).
Management accounting helps Amazon control and manage its costs. Cost analysis allows managers to find out which activities are most profitable and where expenses can be reduced. Amazon also uses activity-based costing to allocate costs fairly to different products and services.
Company uses cost-volume-profit analysis to understand how changes in sales affect profits. This helps managers to make decisions about pricing, investments, and future growth. Good cost management helps the company remain competitive in the global market. For example, the company invests heavily in automation and technology to improve efficiency and reduce costs, helping it stays competitive in the global market (Amazon, 2024).
Management accounting also supports budgeting and financial planning. Managers can use the budget to compare planned and actual spending, helping them reduce and control costs. Regular financial reports help the company monitor performance and make better decisions. By using management accounting tools, Amazon can improve productivity, use resources efficiently, and achieve its business goals in a fast-changing market.
[bookmark: _Toc233563075]3.Budgeting and Financial Planning
Budgeting is the process of putting a business plan into action. It provides a clear financial plan with targets and performance measures to help a business achieve its strategic goals. Budgeting also allows managers to monitor progress and make changes when needed to ensure the organisation reaches its objectives. Budgeting is important part of Amazon’s business operations. Budgeting also supports decision-making by setting clear financial goals (Schmidt, 2023).
Amazon works in many countries and industries, so budgeting helps different departments follow the same business goals. The company prepares budgets for areas such as logistics, marketing, technology, and research and development. This helps each department manage its money in organised way. Amazon uses flexible budgeting because customer demand and market conditions can change quickly. Flexible budgets allow managers to change spending when sales go up or down. This helps the company respond quickly to new opportunities and problems.
Financial report show that Amazon’s operating costs have increased in recent years. One reason in that company has invested heavily in artificial intelligence, cloud computing, and faster delivery systems. These investments increase costs in the short term but help the company grow in the future.
External factors also affect budgeting. Inflation increases the cost of fuel, transport, energy, and wages. Economic uncertainty and changes in customer demand also make planning more difficult. Because of this, it is not always easy to predict future costs. To manage these issues, Amazon uses cost control methods. The company improves automation in warehouses, reduces unnecessary spending, and increases worker productivity. Managers also check budget reports often to compare planned and actual spending. If there are differences, they make changes to stay on track.
Budgeting is very important for Amazon. It helps the company plan, control risks, and use money wisely. It also supports good financial decisions and helps the company to stay competitive. With proper budgeting, Amazon can balance daily costs with long-term growth and continue improving its performance in global markets. This makes budgeting a key part of the company’s success and supports stable and efficient business operations over time. It also helps managers to improve forecasting accuracy and strengthen financial discipline across all departments. In addition, it helps Amazon react more quickly t changes in the market and improve how efficiently the business works.
[bookmark: _Toc233563076]4.Performance measurement and Decision – Making at Amazon
Amazon uses both financial and non- financial Key Performance Indicators (KPIs) to measure its performance and make business decisions. These KPIs help the company understand its success, improve operations, and plan for future growth (Amazon Ads, n.d.).
Five Key KPIs of Amazon
· Sales Revenue (Financial KPI)
Sales revenue shows how much money Amazon earns from selling products and services. Higher sales revenue means the company is growing and attracting more customers (Stock Analysis, 2023).
· Operating Income (Financial KPI)
Operating income measures the profit Amazon makes after paying its business expenses. This KPI helps Amazon see whether it is managing its costs effectively and making good profits (Yahoo Finance, 2026).
· AWS Revenue Growth (Financial KPI)
Amazon Web Services (AWS) is Amazon’s cloud computing business. AWS generates a large amount of income for the company. Tracking AWS revenue growth helps Amazon measure the success of this important business segment (Newsdesk, 2026).
· Delivery Speed (Non-Financial KPI)
Amazon monitors how quickly products are delivered to customers. Fast delivery improves customer satisfaction and encourages customers to shop again. Same-day and next-day delivery are important performance steps for Amazon (US ASCS, 2023).
· Customer Satisfaction and Prime Membership Growth (Non-Financial KPI)
Amazon strategic customer satisfaction through customer feedback, repeat purchases, and the number of Prime members. Growth in Prime memberships shows that customers value Amazon’s services and benefits (Capital One Shopping, n.d.).
Amazon uses information from these KPIs to make important business decisions.
Company uses information from its financial and non-financial KPIs to make important business decisions. Strong sales growth and increasing AWS revenue have encouraged the Amazon to invest in new data centres, advanced technology, and international markets. These investments help company expand its business and reach more customers worldwide. At the same time, Amazon studies its operating income and expenses to improve efficiency. As a result, the company has increased the use of robots and automation in its warehouses, helping to reduce costs and improve productivity.
Amazon also uses sales data and customer demand to keep its prices competitive and attract more customers. In addition, delivery speed and customer satisfaction data have encouraged the company to expand same-day and next-day delivery services. Faster delivery improves the customer experience and increases customer loyalty. Amazon uses financial KPIs such as sales revenue, operating income, and AWS revenue growth, along with non-financial KPIs such as delivery speed and customer satisfaction, to measure performance and support decisions related to growth, cost control, pricing, and customer services. These actions help the company achieve long-term success.
[bookmark: _Toc233563077]5.Sustainability and Ethical Considerations 
Sustainability is a key part of Amazon’s business strategy. The company wants to achieve net-zero carbon emissions by 2040 through its Climate Pledge. To reach this goal, Amazon invests in renewable energy, electric delivery vans, and greener technologies. These efforts help lower the company’s impact on the environment (Aboutamazon.com, 2024).
Management accounts help managers review these investments. Some environmental projects cost more money at the beginning, but they can bring savings and other benefits in the future. Cost-benefit analysis helps managers decide if these projects are a good use of resources.
Ethical behaviour is also important part of cost management. Amazon needs to control costs without treating workers or suppliers unfairly. Employees should have safe workplaces and fair wages. Good ethical practices help build trust and improve the company’s image (Amazon, 2025a).
 They also support long-term growth and success. Amazon pricing methods also include ethical concerns. The company uses dynamic pricing, which means prices can change based on customer demand. Although this helps Amazon compete in the market, customers should still be treated fairly. Honest and clear pricing helps keep customers confidence.
Furthermore, Amazon takes part in social responsibility activities. These include community support programs, eco-friendly packaging, and renewable energy projects. The company also tries to reduce waste and increase recycling across its operations. For example, Amazon aims to power its operations with 100 % renewable energy and has invested in solar and wind farms worldwide (Amazon Science, 2024). These actions show that Amazon considers both environmental and social issues when making business decision.
Sustainability and ethics are important in Amazon’s management accounting and decision-making. They help company to balance making profits with caring for society and the environment. Through good financial planning and responsible business practices, Amazon can improve its future performance and maintain a strong reputation around the world. This approach also supports steady growth and helps company to prepare for future environments challenge while operating efficiently.
[bookmark: _Toc233563078]6.Conclusion and Recommendation
In conclusion, management accounting play’s important role in supporting Amazon’s business operations and long-term growth. It helps the company manage costs, prepare budges, measure performance, and make effective business decisions. Amazon uses financial and non-financial KPIs to improve efficiency, increase customer satisfaction, maintain its competitive advantage, AWS, advertising and Prime memberships, to increase profits and reduce risks. The company also considers sustainability and ethical issues in decision-making, which supports its reputation and future success.
It is recommended that Amazon should continue to use technology and automation to improve efficiency and reduce costs. To achieve long-term success, Amazon should have fair prices and care for environment while creating value for customers, employees, and shareholders. Good budgeting and performance measures will help Amazon achieve its future goals and remain successful in the global market. For example, Amazon can cut 16,000 roles as it looks invest in AI to remove bureaucracy (Carnahan, 2026). These actions will support long-term growth and strong business reputation.
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