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[bookmark: _Toc224136121]1. Introduction
Amazon is an e-commerce and cloud computing company that deals with various products and services and operates across the world, being established in 1994 by Jeff Bezos. The company deals with different industries where it has ventured in online retailing, digital streaming, artificial intelligence, and Amazon Web Services (AWS). Amazon is currently one of the biggest companies in the world having more than 1.5 million workers around the world and earning revenue of $638 billion in 2024. The company has millions of consumers all over the world including individual consumers and businesses.
Management accounting is of great importance in decision-making of a contemporary company such as Amazon (Jalal, 2022). It assists managers in the analysis of the costs, the allocation of resources is optimized, and the financial performance analysis is made, and the competition of the company is guaranteed. The management accounting tools of Amazon help in budgeting, cost management, and performance measurement, insights, which are used in making strategic decisions including investments in technology, expansion of services like AWS and profitability sustainability as the company pursues its sustainability objectives. These are the decisions that will enable the success and growth of Amazon.

[bookmark: _Toc224136122]2. Cost Analysis and Business Model
The Amazon model of business is diversified through e-commerce, cloud computing, subscription, advertising, and digital media. As of 2024, total revenue was reported at $638.0 billion, which is a 11 per cent growth compared to 2023, corresponding to its various core segments, including North America, International and Amazon Web Services (AWS). AWS still continued its booming growth with sales of $107.6 billion, an increase of 19 percent compared to previous years, which is reflected in its key contribution to the profitability and strategic position of Amazon.
[bookmark: _Toc224136123]Revenue Model
The sources of revenue of Amazon are multi-dimensional:
· E-commerce Retail Sales: North American and international markets Retail operations both first-party product sale and third-party seller service (Jin, Leccese and Wagman, 2025).
· AWS (Cloud Services): AWS offers infrastructure-as-a-service, platform services, and AI-enabled services, which bring in high-margin income. In 2024, AWS provided about 17% of the total revenue.
· Subscriptions: The subscription fees of Amazon Prime, which increases loyalty to their customers by providing complimentary shipping and access to digital content.
· Advertising: Amazon advertising business monetises its customer ecosystem and marketplace, which will add to diversified revenue (Okeyo, 2024).
[bookmark: _Toc224136124]Key Cost Structures
The cost-structure of Amazon includes high fixed and variable costs, which are required to maintain its scale and growth:
· Fixed Costs: These encompass high investments in infrastructure including fulfilment centres, technology platforms, data networks and logistics networks. The capital expenditure in the case of the emerging technologies (e.g., AI and cloud infrastructure) can be viewed as the strategic fixed investment that will create values over the long term.
· Variable Costs: Costs that vary with operations are cost of sales, shipping and handling, and labour. The 2024 Annual Report also reported the Cost of Sales as $326.28 billion in 2024, as compared to 304.74 billion in 2023, owing to rising product and shipping costs as a result of increased sales.

Allocation of expenses indicates the obligation in operational terms for the year (2024):
· Fulfilment: $98.5 billion
· Cost of Technology and infrastructure: $88.5 billion
· Sales & Marketing: $43.9 billion
· Admin and general expenses: $11.4 billion
During the year 2024, Amazon remained to be profitable as the total operating profits for the firm increased to new level of 68.59 billion which were about 36.85 billion in previous year of 2023 (Amazon, 2024). This indicates better efficiency in operation of Amazon and better margin of growth during the period.
Amazon achieves better cost management by reaching economies of scale in production and logistics and technology optimisation within AWS for maintenance of pricing at competitive levels and better growth prospects. Improved and organised cost management including sales revenue sources diversification helps company to achieve better results in financial terms and make strategic investment (Singh et al., 2026).



[bookmark: _Toc224136125]3. Budgeting and Financial Planning
[bookmark: _Toc224136126]Role of budgeting
The process of budgeting plays a very significant role in Amazon as it helps firm to achieve better operational success and also offers them a framework to make effective distribution of resources in different segments of business. Being a multinational company, Amazon is exposed to complicated finances such as streamlining of supply chains, technology and internationalization. Amazon balances its financial resources with strategic goals through a vigorous budgeting process to enhance customer satisfaction, develop AWS (Amazon Web Services) and invest in the new technologies, including artificial intelligence and automation. Budgeting also enables Amazon to track financial performance, cost management goal, and assessment of long-term investments as a way of guaranteeing leadership in competitive markets (Thanh, 2024).

[bookmark: _Toc224136127]Operating Expenses: Year-By-Year Review
The operating costs of Amazon have been increasing steadily over the years due to the strategic investments made in the infrastructure, logistics, and technology (Lee, 2023). The table below shows the operating expenses of Amazon in the last four years:
	Operating expense and growth

	Year
	Total Operating expenses
	Growth

	2021
	444.94
	-

	2022
	500.64
	12.52%

	2023
	537.93
	7.45%

	2024
	569.97
	5.96%


The 12.52% growth in the year 2022 is due to the intensive investments in fulfilment centres and technological infrastructure (Google finance, 2024). Nevertheless, the growth rates were lower in 2023 and 2024, i.e. 7.45% and 5.96% which also indicate better operations efficiencies and high-margin segment such as AWS.

[bookmark: _Toc224136128]Internal Decision-Making and Budgeting
On the internal side, decisions of Amazon to focus on automation, robotics, and AI abilities into its fulfilment network have had a big impact in its budgeting. These investments were in order to lower labour expenses, increase efficiency in operations and speed in delivery. AWS expansion has also enhanced the profitability of Amazon and the company has had the capacity to allocate additional budget to its expanding advertising business generating new sources of revenue (Mangesh Budkule, 2025).


[bookmark: _Toc224136129]External Issues that Affect Budgeting
On the outside, the macroeconomic conditions such as inflation and worldwide supply chain issues have influenced the cost structure of Amazon. The economic situation in the world in 2024 caused an increase in shipping and labour costs, and Amazon had to change its budget on inventory management and pricing policies in order to preserve competitive prices at the same time be profitable (Comin, Johnson and Jones, 2023). These exogenous forces necessitated Amazon to be responsive in providing its operating costs and long-term growth notwithstanding difficulties.
On the whole, this budget process of Amazon strikes the right balance between internal and external economic factors, enabling the company to be agile and competitive and keep its growth rate strong.

[bookmark: _Toc224136130]4. Performance Measurement and Decision-Making
[bookmark: _Toc224136131]Key Performance Indicators (KPIs) at Amazon
Amazon has applied the balance of both financial and non-financial KPIs to evaluate its performance and make decisions. These KPIs assist Amazon in monitoring its progress, the operations, and keep it on the right track by the customer-oriented and innovative objectives.
· Revenue Increase: Amazon recorded a significant rise in its total revenue of 11% in 2024 to hit a record of 638 billion as compared to 575 billion in 2023. The most important factor in this growth was AWS that experienced 19% growth and added 107.6 billion to the overall revenue (Amazon, 2024).
· Operating Income: The operating income of Amazon in 2024 increased by 86 per cent, an increase of 36.9 billion in 2023 to 68.6 billion, which enhanced its operating margin to 10.8 per cent compared to 6.4 per cent the previous year. Such a remarkable growth indicates enhanced cost effectiveness and profitability by Amazon especially in its high-margin services such as AWS.
· Customer Satisfaction: Amazon is focused on customer satisfaction and its growth in Prime membership and high retention rates are the major measures of customer satisfaction (Block et al., 2025). Moreover, Amazon Prime remains more valuable with additional perks such as expedited delivery and original content to keep Amazon the cheapest online retailer in the United States in its eighth year in a row.
· Employee Productivity: Amazon keeps improving employee productivity with heavy investment in automation and robotics, as well as AI. In 2024, Amazon had a workforce of around 1.56 million individuals across the globe, whereby AI-based mechanisms were incorporated into enhancing the productivity of fulfilment operations and minimising the use of labour.
· Sustainability: Amazon is practicing sustainability, and by 2040 it intends to become net-zero in carbon emissions. Amazon is making steps in sustainability efforts, and cut in carbon emissions in 2024 as compared to 2019 indicates achievement (Amazon sustainability report, 2024).


[bookmark: _Toc224136132]KPI-based Strategic Decisions
KPIs affect the making of internal decisions at Amazon:
· AWS Expansion: AWS has been performing very well, which is why Amazon has been investing more in cloud infrastructure and AI services, creating new services such as Trainium2 and expanding Amazon SageMaker (Bagai, 2024).
· Customer-Driven Pricing: Under the customer satisfaction KPIs, Amazon has been lowering its prices and delivery time to sustain the retention rates.
· International Expansion: Amazon increased Same-Day and Overnight Delivery to 13,000 zip codes within the U.S. based on international performance measures, which allow people to access delivery.
In general, Amazon employs its KPIs to guarantee its ongoing promotion, operational effectiveness, and client satisfaction.

[bookmark: _Toc224136133]5. Sustainability and Ethical Considerations
[bookmark: _Toc224136134]Sustainability in financial decision making
Amazon has incorporated sustainability in its financial decision-making process by focusing on investments that minimize the costs in the long run and also help in supporting its environmental ambitions. Amazon became the largest corporate purchaser of renewable energy in the world in 2024 with 100 percent renewable energy consumption of its global businesses. This pledge does not only contribute towards its net-zero carbon emission by 2040, but it also assists Amazon to control its operational expenses by ensuring that it consumes less energy. Also, the further investment of the company in electric delivery vehicles and battery storage solutions belongs to the long-term plan as it will enable the company to save on recent transportation expenses and enhance energy efficiency, which will bring high savings in the long term.

[bookmark: _Toc224136135]Cost management and Pricing Ethical considerations
The Amazon approach to ethical cost management is concerned with the sustainability versus affordability. As an example, Amazon has made efforts to reduce waste in packaging, which in 2024 has decreased plastic packaging by 16.4%. Such an undertaking does not only improve the environment, but reduces expenses that are incurred in packaging materials. The pricing policy of Amazon is also competitive regardless of the extra expenditures of sustainable practices (M. Kamraju, 2025). By subsidizing part of the initial expenses of the sustainability measures, Amazon can make sure that it is able to keep consumer prices low, especially with its Amazon Prime subscription that offers great benefits at a relatively low increment.
Moreover, Amazon is a company adhering to ethical labour standards that is evidenced in the way they pay their employees and the average wage per hour in the U.S. stands at 22/hour as the base salary of frontline workers. This is in line with its sustainability vision where fair remuneration is offered and cost efficiency is experienced.

[bookmark: _Toc224136136]6. Conclusion and Recommendations
[bookmark: _Toc224136137]Conclusion
Amazon has successfully incorporated the sustainability aspect of its activities, cost management and financial planning, spurring growth and still achieving its environmental objectives. Amazon registered revenue growth of 11% to 638 billion in 2024, and AWS is performing well. The use of 100 percent renewable energy by the company and its investments into electric vehicles demonstrate its dedication to the long-term sustainability. Moreover, these cost management programs like the 16.4 percent decrease in packaging waste of Amazon make sure that the sustainability programs do not affect affordability.

[bookmark: _Toc224136138]Recommendations
· Life Cycle Costing: Amazon ought to introduce the life cycle costing to determine the financial and environmental sustainability of its products in the long run so that its sustainability choices are both profitable and environmentally friendly.
· Enhance Supplier Engagement: Amazon ought to enhance its supplier sustainability programs, emboldening additional suppliers to establish plausible reduction targets of emissions.
· Grow Circular Economy Practices: Amazon has an opportunity to invest in the models of a circular economy to minimize waste, increase resources efficiency, and sustain growth.
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