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[bookmark: _Toc180658917]Introduction 
Chen (2024) describes corporate governance as a central issue in discussions about how companies operate and the role they play in the global economy. Good corporate governance practices are believed to contribute to the long-term success and performance of firms by ensuring accountability, transparency, and adherence to ethical standards (Day, 2024). This report investigates the influence of corporate governance practices on the accomplishment of Burberry Group plc, a UK-listed company distinguished for its luxury fashion brand. By analyzing Burberry’s corporate governance practices and their financial performance over five years, this report aims to explore the association concerning governance standards and firm performance, using key metrics and practical data.
[bookmark: _Toc180658918]Corporate Governance Practices in Burberry Group plc
Corporate governance plays a necessary role in fostering investor trust, maintaining a positive corporate image, and enhancing operational efficiency (Mr, 2023). For a luxury brand like Burberry, corporate governance is pivotal in protecting the brand's integrity and managing stakeholder's expectations. Good governance practices help Burberry direct its stakes, comply with regulatory requirements, and ensure decent conduct, all of which are fundamental for sustaining its reputation and global market position. Given the nature of its industry, Burberry’s emphasis on governance includes commitments to diversity, board independence, and rigorous audit practices, ensuring that decision-making processes align with shareholder's and other stakeholder’s interests (Burberry, n.d.).
Founded in 1856 by Thomas Burberry, the project started as a British outerwear company, primarily known for its invention of the weatherproof fabric raincoat in 1879. This innovative material positioned the foundation for Burberry’s iconic trench coat, a product that has since become synonymous with British luxury fashion. Over the decades, the brand evolved from a practical outerwear label to a global symbol of British elegance, notorious for its distinctive check pattern and commitment to craftsmanship. Throughout its history, Burberry has maintained a balance between honoring its heritage and embracing modernity, with corporate governance being a key factor in ensuring the brand’s long-term success (Burberry, 2022).

For Burberry, effective governance practices are necessary not only for internal control but also to meet the expectations of a highly competitive and increasingly environmentally conscious market. As a company that has been in operation for over a century, Burberry relies on its governance framework to drive innovation, adapt to changing market dynamics, and ensure the sustainable growth of its business (BurberryPLC, 2021).
[bookmark: _Toc180658919]Core Variables 
[bookmark: _Toc180658920]Board Structure and Independence. The composition of Burberry’s board is essential for ensuring accountability. The company’s board includes both executive and non-executive directors, with a significant number of balanced directors, ensuring that decision-making is free from unnecessary influence by management. Board independence is vital for providing effective oversight and moderating agency problems between management and shareholders (Burberry, n.d.).
[bookmark: _Toc180658921]Diversity
 Shows a strong importance on Burberry, both in terms of gender and experience. As of the latest reports, the company has made improvements in ensuring gender diversity, with a significant proportion of female representation on the board. This diversity can lead to a broader range of perspectives, which is beneficial for strategic decision-making and responsiveness to global markets (Burberry, 2022).
[bookmark: _Toc180658922]Executive Compensation
 Murphy (2023) report illustrates that executive compensation is structured to include both fixed salaries and performance-based incentives, ensuring that management's interests align with those of shareholders. Burberry’s remuneration policies for top executives are aligned with the company’s performance goals. This alignment is intended to motivate management to achieve sustainable financial performance.
[bookmark: _Toc180658923]Shareholder Rights
Burberry points out the protection of shareholder rights, ensuring transparency in its operations and decisions that impact shareholder interests. The company regularly engages with shareholders, holding annual general meetings and providing opportunities for investors to voice their opinions on key governance issues (Murphy, 2023).
[bookmark: _Toc180658924]Transparency and Disclosure
As a precisely listed company, Burberry is committed to high levels of transparency, which includes detailed disclosures in its annual financial reports. The company’s governance structure is related in compliance with the UK Corporate Governance Code, providing insights into board decisions, risk management processes, and corporate social responsibility initiatives (Burberry, n.d.).

[bookmark: _Toc180658925]Relationship Between Corporate Governance Practices and Financial Performance

To examine the link connecting corporate governance and financial performance, data from Burberry’s financial reports from 2018 to 2022 was gathered. The analysis focuses on key financial metrics, including return on equity (ROE), earnings per share (EPS), and stock price trends, alongside selected corporate governance variables.
[bookmark: _Toc180658926]Return on Equity (ROE) measures the value of the company relative to shareholders' equity, indicating how effectively the company is using equity to generate profits (Fernando, 2024). For Burberry, ROE fluctuated between 15% and 20% over the five-year period, with higher ROE generally coinciding with years when governance improvements, such as enhanced board independence, were implemented.
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(BRBY.L, 2024)
This graphical record shows the trend of Burberry's ROE over the five-year period. The x-axis would represent the years (2018-2022), while the y-axis would show ROE percentages. In 2018 and 2019, Burberry’s ROE was relatively stable at around 18%, reflecting strong profitability. The ROE declined in 2020 to around 12% due to the pandemic's impact on retail and luxury goods sectors. However, as Burberry adjusted its strategies, including strengthening board independence and focusing on digital channels, ROE recovered to 16% in 2021 and further to 17% in 2022. This recovery suggests that effective governance practices, such as strategic decision-making by an independent board, helped stabilize the business.

[bookmark: _Toc180658927]Earnings Per Share (EPS) reflects the portion of a company's profit allocated to each outstanding share of common stock (Nickolas, 2024). Burberry's EPS demonstrated a steady increase from 2018 to 2019, followed by a decline in 2020 due to the impact of the COVID-19 pandemic. However, with improvements in corporate governance and strategic responses to the pandemic, EPS has shown recovery in 2021 and 2022.
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(BURBERRY, 2024)
This diagram illustrates the EPS trend over the same period. The x-axis would represent the years, while the y-axis would show EPS values. The EPS of Burberry increased gradually from 2018 (1.35 GBP) to 2019 (1.45 GBP), reflecting steady profit growth. The sharp decline in 2020 (to 0.85 GBP) coincided with decreased consumer demand and store closures due to COVID-19. However, in 2021 and 2022, Burberry's EPS returned to 1.20 GBP and 1.30 GBP respectively. The recovery aligns with Burberry’s governance progresses, such as enhancing transparency and executive leadership incentives, showing a positive relationship between governance quality and profitability.

[bookmark: _Toc180658928]Stock Price Performance according to Butler(2024) refers to the change in a stock's value over a given time frame. This can be influenced by various aspects, including a company's earnings, trends within its industry, market sentiment, interest rates, and broader economic conditions. The stock price of Burberry has shown a general upward trend over the five-year period, with some instability around global economic uncertainties. The positive trend can be partly attributed to investor confidence in Burberry’s governance methods, particularly its transparency and strategic management of risks.
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(Burberry Group PLC, n.d.)

This line chart would display the stock price trend of Burberry over the five years. The x-axis would represent the months, while the y-axis would reflect the stock prices in GBP. Burberry’s stock price showed consistent growth from 2018 to early 2020, reaching a peak before a sharp decline in March 2020, following the onset of the pandemic. The stock price began to recover in late 2020 as Burberry implemented strategic shifts in governance, such as focusing on board diversity and adapting to e-commerce growth. By 2022, the stock price regained pre-pandemic levels, indicating that the market responded positively to Burberry’s governance practices and strategic decisions.
[bookmark: _Toc180658929]  Executive Compensation and ROE
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This chart visualizes how executive compensation aligns with changes in the company's ROE, highlighting the correlation between performance-based pay and profitability. The x-axis would represent the years, while two y-axes would show the ROE percentages and executive compensation (in GBP).  Burberry’s executive compensation packages, which include performance-based bonuses, have been closely aligned with ROE. In years with higher ROE (2018 and 2019), executive compensation also saw higher bonuses. The slope in 2020 ROE led to reduced performance-based payouts, aligning management interests with those of shareholders. The following rise in ROE in 2021 and 2022 accorded with increased performance bonuses, suggesting that attaching compensation to financial metrics has been effective in aligning management goals with overall firm performance.

 

 
[bookmark: _Toc180658930]Conclusion
The analysis of Burberry Group plc’s corporate governance practices and financial performance from 2018 to 2022 illustrates an optimistic association linking effective governance and firm performance. Key governance practices, such as board independence, diversity, performance-linked compensation, and transparency, have contributed to Burberry’s ability to adapt to external challenges, including the COVID-19 pandemic, while maintaining shareholder value.
The observed data suggests that Burberry’s focus on aligning management and shareholder interests, along with its commitment to diversity and transparency, has resulted in improved financial outcomes. As such, Burberry’s case reinforces the importance of strong corporate governance frameworks in enhancing a company’s resilience and sustaining long-term profitability. Future studies could extend this analysis by comparing Burberry’s performance with other companies in the luxury sector, designing further insights into the effectiveness of governance practices across different corporate contexts.
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Stock Price Trend for Burberry (2018-2022)
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Relationship between Executive Compensation and ROE (2018-2022)
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ROE Trend for Burberry (2018-2022)
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EPS Trend Analysis for Burberry (2018-2022)
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