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[bookmark: _Toc233027009]1. Introduction
Amazon.com, Inc. is an American multinational technology and retail company. It is active in various fields such as on-line stores, Amazon Web Services (AWS), entertainment, devices, and operations. Amazon is a big business with global sales, and that total is up to $716.9 billion for the entire year of 2025. It's primary reporting regions are North America, International, and AWS, indicating that the company generates income from retail and cloud-based services (Amazon, 2025).
Furthermore, management accounting plays a crucial role in Amazon's operations as it provides managers with financial and non-financial data to guide their decision-making regarding budgets, costs, pricing, performance, and investments. The situation in a business such as Amazon is critical, because the company needs to deal with delivery costs, technology investments, customer demand and competition in various markets. According to AICPA and CIMA the purpose of management accounting is to provide decision making information that assists the organisation to create and preserve value (CIMA, 2023).
[bookmark: _Toc233027010]2. Cost Analysis and Business Model
Amazon's business model is focused on the income from multiple interdependent activities, not just one. Amazon made full-year net sales of $716.9 billion in 2025. The largest market was North America, accounting for $426.3 billion of sales, while International sales accounted for $161.9 billion and AWS sales accounted for $128.7 billion. This indicates that Amazon has a retail, third party marketplace services, cloud computing, advertising and subscription business model. The retail side is high sales volume, and AWS is important because it offers cloud services to businesses where it is likely to have higher operating profit margin than retail (Amazon, 2025). 
Amazon's 2025 segment revenue is displayed in a simple table below.
	Segment
	2025 sales

	North America
	$426.3 billion

	International
	$161.9 billion

	AWS
	$128.7 billion

	Total net sales
	$716.9 billion


Amazon also has revenue from third party sellers. That is, sellers use Amazon's platform to sell to customers, and Amazon makes money on a variety of services like selling, fulfilment, delivery services, etc. and from advertisement. So the business model would be enhanced with the income generated by Amazon's own retail operations as well as any independent sellers operating on Amazon's marketplace. Subscription services like Prime also help to generate repeat customers and consistent revenue, and advertising services leverage Amazon's extensive customer base and shopping data (Amazon.com, Inc., 2026).
There are variable and fixed costs associated with Amazon's cost structure. Variable costs are costs that fluctuate depending upon sales. These costs are product purchase costs, shipping costs, payment processing costs, packaging, and fulfilment labour costs for Amazon. The more orders that are placed, the more these costs go up. Amazon said its cost of sales in 2025 came out to $356.4 billion, while its fulfilment costs were $109.1 billion. This indicates the delivery, warehouse operations, and customer orders are a significant cost driver for the company (Amazon.com, Inc., 2026).
Large fixed and semi-fixed costs also exist for Amazon. Such as technology infrastructure, data centres, fulfilment centres, offices, equipment, depreciation, salaries for corporate and technical staff. The technology and infrastructure costs in 2025 were $108.5 billion. These costs matter because Amazon must spend a lot to get resources up and running on AWS, to develop its artificial intelligence, to write software, to develop robots and delivery systems. A management accounting perspective, Amazon needs to keep variable costs under control to maintain margins but also needs to put money into fixed assets and technology to enable future growth.
[bookmark: _Toc233027011]3. Budgeting and Financial Planning
The importance of budgeting for Amazon is because the company has a lot of big operations going on simultaneously, including online stores, advertising, subscription services, AWS data centres, delivery networks, and warehouses. A budget assists managers in planning expenditures on various items and provides for the comparison of actual expenditures with those expected. This is useful in control, as the manager will be able to identify the areas of costs that are going up, and determine whether this is acceptable or whether it should be addressed. According to AICPA and CIMA, budgetary control helps managers establish financial and operational goals, monitor performance against the budget, and make necessary adjustments if performance falls short of the goals (AICPA and CIMA, 2018). 
Amazon's Q1 results reveal that operating expenses rose year-on-year. According to Google Finance, the latest reported quarter for Amazon is Q1 2026 and total operating expenses for March 2026 is $157.67 billion (Google Finance, n.d.). The consolidated operating expenses rose from $137.262 billion in Q1 2025 to $157.667 billion in Q1 2026 (Amazon.com, Inc., 2026).
	Period
	Total operating expenses

	Q1 2025
	$137.262 billion

	Q1 2026
	$157.667 billion

	Increase
	$20.405 billion

	Percentage increase
	14.9%


Calculation:
($157.667 billion - $137.262 billion) ÷ $137.262 billion × 100 = 14.9%
This increase was not just an issue of cost it was also a decision of Amazon's growth. It is no surprise that Amazon's net sales rose from $155.667 billion to $181.519 billion in Q1 of 2026; more activity means more spending on Amazon's fulfilment operations, technology, infrastructure, staff, and delivery. AWS also reported a strong growth in net sales, increasing from $29.267 billion to $37.587 billion, thus requiring more investment in data centres and technology capacity to meet the demand for cloud services. 
Managers at Amazon should determine if the added costs are generating sufficient added revenue and profit. Operating income rose from $18.405 billion to $23.852 billion in Q1 2026, indicating that Amazon's operating expenses had increased despite the growth in operating income. But the company must be mindful of budgeting as fulfilment, delivery, technology infrastructure and AWS investment can all be costly if their demand projections are off. Thus, Amazon must shift away from relying on annual budgets to flexible budgets and rolling forecasts, as markets are constantly evolving and customers' demand is often hard to predict.
[bookmark: _Toc233027012]4. Performance Measurement and Decision-Making
Amazon is important to the measurement of their performance for a number of reasons: They have distinctively separate markets that they operate on, and they need to assess if each of these markets is growing, profitable, and sustainable. Financial KPIs which include sales and operating income can be used to measure profitability by the managers. They are also able to rely on non-financial KPIs like progress on renewable energy to gauge long-term performance and reputation.
	KPI
	Amazon’s latest reported figure
	Why it matters

	Net sales
	$716.9 billion in 2025
	Shows total business growth

	Operating income
	$80.0 billion in 2025
	Shows profit from operations

	AWS sales
	$128.7 billion in 2025
	Shows growth of cloud computing

	Operating cash flow
	$139.5 billion for the trailing twelve months ended 31 December 2025
	Shows cash generated by the business

	Renewable electricity
	100% of electricity consumed matched with renewable energy sources in 2024
	Shows sustainability progress


Amazon's financial KPIs reveal that the company is continuing to gain momentum. Net sales grew 12% to $716.9 billion in 2025, as did operating income to $80.0 billion. Cloud Computing is one of Amazon's biggest growth segments, driving AWS sales up by 20% to $128.7 billion. The figures assist managers in determining the allocation of resources as AWS generates high sales growth and solid operating income in relation to other areas of the business (Amazon.com, Inc., 2026).
Amazon has made strategic decisions based on this type of performance data. As an instance, the firm is set to spend approximately $200 billion on capital expenditure in 2026, mainly in the domains of AI, chips, robotics and low earth orbit satellites. This is tied with high demand for AWS, cloud computing, and AI services. This demonstrates Amazon's management accounting perspective, not only in terms of short-term profits, but also by accounting for forecasted demand and long-term return on investment when deciding on future spending (Amazon.com, Inc., 2026).
Amazon even takes into consideration non-financial data relevant to decision-making. As an illustration, 100% of the power used by Amazon's business was matched with renewable energy in 2024, a second year in a row. It's important because Amazon has huge fulfilment centres, offices and AWS data centres and energy consumption makes a difference to cost and sustainability. Managing this KPI enables managers to make choices regarding energy contracts, data centre design, and investments that reduce carbon emissions (Amazon Sustainability, 2025).
In total, Amazon's KPIs depict a company that is relying on both financial and non-financial data to inform them of their growth plans, cost management, technology investment, and sustainability. Managers, however, must still track return on investment in large-scale capital investments, particularly in the case of AI and cloud infrastructure.
[bookmark: _Toc233027013]5. Sustainability and Ethical Considerations
As Amazon's business is powered by lots of energy, transportation, packaging, buildings, and technology infrastructure, sustainability has become one of the factors considered in their financial decision making. For the second consecutive year, Amazon was able to match 100% of its electricity use with renewable electricity in 2024. Important for the management accounting, as the energy is not only an environmental concern but it is also an issue of long-term cost and risk. Investing in renewable energy and tracking carbon-related metrics helps Amazon minimise the impact of future energy price changes, regulations, and reputational risk (Amazon.com, Inc., 2025).
Amazon also takes sustainability into account for capital investments. The return on investment and environmental impact of, for example, purchasing AWS data centres, fulfilment centres and delivery networks need to be considered by managers. Be conscious that there could be an adverse effect on the business by looking too closely at the immediate cost saving if it increases wasted resources, emissions or complaints from customers. Hence, the requirement for management accounting systems to capture costs and profits, but also energy usage, waste of packaging, efficiency of transport and carbon intensity (Amazon.com, Inc., 2025).
Considerations of ethics in cost management and cost pricing also arise. Amazon must cut costs so it can compete, but that doesn't mean that it should cut corners on the quality of its goods, standards for its suppliers, employee welfare, or customer satisfaction. Pricing decisions should also be responsible as consumers want to be treated with transparency and honesty in pricing, especially in a large online platform. Ethical principles, which include integrity, objectivity, professional competence, confidentiality, and professional behaviour, must be applied by professional accountants, AICPA and CIMA state. The principles are important because management accounting information can impact budget decisions, payment decisions for suppliers, payment decisions for customers, and investment decisions (AICPA and CIMA, 2020).
The general approaches of sustainability and ethical factors in Amazon's decision making around the company should be a careful balance between cost efficiency and sustainability. This not only would minimize the loss of profit, but it also would ensure that the company would not lose the confidence of its customers, employees, suppliers or regulators.
[bookmark: _Toc233027014]6. Conclusion and Recommendations
To sum up, the information Amazon provides through management accounting helps them make decisions, based on cost, budget, performance, and sustainability. The company's result for 2025 indicates a robust performance in its net sales and operating income, totaling $716.9 billion and $80.0 billion, respectively, suggesting a successful balance between growth and profitability for the company (Amazon.com, Inc., 2026). But Amazon's costs are quite high and still significant, particularly in fulfilment, technology infrastructure, and delivery.
Amazon should be advised to keep flexible budgeting to help managers respond to changes in customer demand or operating costs. Secondly, Amazon will be on the lookout for investment opportunities in AWS and AI to ensure that this investment is successful in the long run. Lastly, Amazon should report on more sustainability metrics, including energy consumption, packaging, and carbon emissions, as management accounting is for long-term value creation, not simply short-term profit (AICPA and CIMA, 2026).
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