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Management accounting plays a crucial role in supporting organisational decision-making by providing financial and non-financial information for planning, control and performance evaluation (Drury, 2024; Atrill and McLaney, 2021). In dynamic and highly competitive industries such as luxury fashion, these tools are particularly important as firms must balance profitability with maintaining brand value and customer perception. Contemporary research highlights that management accounting systems increasingly incorporate strategic and sustainability considerations to support long-term value creation rather than focusing solely on short-term financial outcomes (Nielsen and Lund, 2020).
Burberry Group plc is a UK-based global luxury fashion company operating through retail, digital and wholesale channels. The firm’s premium positioning, investment in digital transformation and commitment to sustainability make it a relevant case for examining how management accounting practices support strategic objectives. As the luxury sector faces economic uncertainty and changing consumer behaviour, effective cost management and performance monitoring are essential to maintain competitiveness (Deloitte, 2024).
This report critically evaluates how Burberry applies management accounting techniques in cost analysis, budgeting, performance measurement and sustainability. By integrating theoretical perspectives with corporate and industry evidence, the report assesses the effectiveness of these practices and considers their limitations in supporting long-term strategic performance.
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Analysing cost structures is fundamental to understanding organisational profitability and strategic positioning, as management accounting frameworks emphasise identifying cost behaviour and value drivers to support decision-making (Drury, 2024). In luxury fashion, cost management is particularly complex because firms must maintain high levels of brand investment while controlling operational efficiency.
Burberry’s business model is centred on direct-to-consumer retail supported by digital platforms, allowing greater control over customer experience and margins. Industry analysis suggests that luxury brands increasingly prioritise direct channels to enhance profitability and strengthen brand relationships (McKinsey & Company, 2023). From a management accounting perspective, this structure improves visibility over cost drivers and enables more accurate performance analysis across regions and product categories.
The company’s cost structure includes substantial fixed costs, such as store leases, technology infrastructure and marketing expenditure, alongside variable costs related to production and logistics. Distinguishing between these categories is essential for break-even analysis and resource planning (Atrill and McLaney, 2021). However, traditional cost classifications may oversimplify the strategic nature of certain expenditures. For example, marketing costs in luxury retail function as long-term investments in brand equity rather than purely operational expenses. Research on strategic cost management emphasises that organisations must evaluate costs in relation to value creation rather than focusing solely on cost reduction (Kaplan and Anderson, 2020).
Burberry’s premium pricing strategy reflects a value-based approach, consistent with the notion that differentiated firms set prices according to perceived customer value rather than production cost alone (Drury, 2024). While this supports high margins, it also increases sensitivity to economic downturns, as demand for luxury goods can fluctuate with consumer confidence (Deloitte, 2024).
Furthermore, strategic cost management in luxury firms extends beyond internal efficiency to include supply chain resilience and sourcing decisions. Global disruptions in logistics and raw material availability have highlighted the importance of integrating supply chain considerations into cost planning (Christopher, 2022). For Burberry, managing supplier relationships and ensuring material quality are essential not only for cost control but also for maintaining brand reputation. This demonstrates that cost analysis in luxury retail must incorporate both operational efficiency and risk management perspectives.
Additionally, investment in digital infrastructure represents a growing proportion of operating costs across the industry. While these expenditures increase fixed cost commitments, they also create opportunities for data-driven decision-making and improved customer insights. Consequently, evaluating the return on such investments requires a long-term perspective, reinforcing the need for management accounting systems that support strategic rather than purely short-term financial evaluation.
Overall, Burberry’s cost structure demonstrates the importance of balancing efficiency with strategic brand investment. Although management accounting tools provide useful insights, their effectiveness depends on recognising the role of intangible assets and adapting cost analysis frameworks to reflect the realities of luxury markets.
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Budgeting plays a key role in helping organisations translate strategic goals into practical plans, allowing managers to coordinate activities and control costs across departments (Atrill and McLaney, 2021). For global luxury companies such as Burberry, budgeting is particularly important because of high operating costs, significant marketing expenditure and exposure to economic uncertainty. By setting financial priorities, the company can ensure that resources are allocated efficiently while still supporting long-term brand development.

At Burberry, budgeting supports major investment decisions, particularly in digital innovation and customer experience. Over recent years, the company has increased spending on e-commerce platforms and omnichannel retail, reflecting wider changes in consumer behaviour within the luxury sector (Grewal, Roggeveen and Nordfält, 2020). This demonstrates that budgeting is not simply about limiting costs but also about enabling strategic initiatives that help maintain competitiveness in a rapidly evolving market.
A review of year-on-year changes in operating expenses shows that both internal management decisions and external economic factors have influenced Burberry’s cost base. Internally, higher expenses have been linked to brand repositioning strategies, store upgrades and investment in technology designed to improve customer engagement. Externally, inflation, supply chain disruption and currency fluctuations have increased production and distribution costs across the industry. These combined pressures highlight the complexity of managing costs in a global business environment.
Because of this uncertainty, flexible budgeting approaches such as rolling forecasts are increasingly valuable. These tools allow organisations to update financial plans regularly and respond more effectively to changes in demand or cost conditions (Drury, 2024). Research also suggests that companies using more adaptive planning processes are better able to manage volatility and protect profitability during uncertain periods (PwC, 2024). For Burberry, this flexibility helps balance the need for financial discipline with continued investment in brand value.
However, budgeting also has limitations. Traditional budgeting systems can encourage a short-term focus on meeting financial targets, which may reduce willingness to invest in creative projects or innovation. This is particularly relevant in luxury fashion, where maintaining brand distinctiveness requires continuous experimentation and marketing investment. In addition, forecasting demand remains challenging due to unpredictable consumer trends and global economic shifts, meaning budgets may quickly become outdated.
Overall, budgeting remains an essential management tool at Burberry, supporting planning, control and strategic decision-making. Nevertheless, its effectiveness depends on maintaining flexibility and combining financial analysis with strategic judgement to ensure the company can adapt to changing market conditions.
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Performance measurement enables organisations to evaluate strategic progress and guide managerial decisions by monitoring key financial and non-financial indicators (Drury, 2024). Traditional metrics such as revenue growth and operating margin remain essential for assessing profitability, but contemporary frameworks emphasise the importance of integrating broader value drivers (Nielsen and Lund, 2020).
Burberry’s performance evaluation includes financial indicators alongside measures of digital engagement and brand strength. In the luxury sector, intangible assets such as customer loyalty and brand perception significantly influence long-term profitability, supporting the relevance of balanced performance frameworks. Research suggests that organisations combining financial and non-financial metrics achieve more comprehensive performance evaluation and improved strategic alignment (Kaplan and Anderson, 2020).
However, performance measurement systems may create unintended consequences if managers prioritise short-term targets over long-term value creation. Cost reduction initiatives, for example, may improve margins but risk undermining product quality or customer experience. Additionally, non-financial indicators such as brand equity are difficult to quantify, creating challenges in assessing their impact on financial outcomes.
Another important consideration is the role of benchmarking in evaluating organisational performance. Comparing financial ratios and operational metrics with industry competitors provides valuable context for assessing relative performance and identifying areas for improvement (Deloitte, 2024). In the luxury sector, where brand differentiation is significant, benchmarking also helps organisations understand whether performance gaps arise from strategic positioning or operational inefficiencies.
Moreover, advances in data analytics have enhanced the ability of firms to track customer behaviour and predict demand patterns, enabling more proactive decision-making. Integrating these insights into performance measurement systems can improve forecasting accuracy and support more informed strategic planning. However, reliance on large volumes of data also introduces challenges related to data interpretation and managerial judgement, reinforcing the need for balanced evaluation approaches.
Overall, Burberry’s use of KPIs illustrates how management accounting supports decision-making by providing multidimensional performance insights. Nevertheless, continuous refinement of measurement frameworks is necessary to ensure alignment with long-term strategic objectives.
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Sustainability accounting has become increasingly important as organisations seek to integrate environmental and social considerations into strategic decision-making (Eccles, Ioannou and Serafeim, 2020). In the fashion industry, sustainability initiatives are particularly relevant due to environmental concerns associated with production and supply chains.
Burberry’s sustainability strategy includes commitments to reducing emissions, increasing sustainable sourcing and improving supply chain transparency. Incorporating sustainability KPIs enables the firm to monitor progress and align environmental objectives with operational performance. Industry research highlights that strong sustainability performance can enhance reputation and stakeholder trust, contributing to long-term competitive advantage (KPMG, 2023).
However, sustainability initiatives often involve significant investment, creating trade-offs between financial performance and ethical commitments. Measuring environmental performance also presents challenges due to the lack of standardised metrics, increasing the risk of inconsistent reporting. These limitations emphasise the need for robust governance and transparent disclosure practices.
Looking ahead, sustainability is likely to become increasingly embedded in strategic decision-making as regulatory requirements and stakeholder expectations continue to evolve. Firms that integrate environmental considerations into core business models rather than treating them as separate initiatives are more likely to achieve long-term competitive advantage (Eccles, Ioannou and Serafeim, 2020). For Burberry, this may involve expanding circular business models, investing in sustainable innovation and strengthening supplier engagement.
Nevertheless, the transition towards more sustainable operations requires significant organisational change and may create short-term financial pressures. Management accounting therefore plays a key role in evaluating the financial implications of sustainability investments and ensuring that environmental initiatives align with overall strategic objectives.
Ultimately, Burberry’s sustainability efforts demonstrate how management accounting can support responsible decision-making. Achieving a balance between profitability and sustainability remains complex, requiring continuous monitoring and integration of financial and non-financial performance measures.
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The analysis demonstrates that management accounting plays a vital role in supporting Burberry’s strategic and operational decisions. Cost analysis, budgeting and performance measurement systems provide valuable insights that enable the company to manage profitability while maintaining its premium brand positioning.
Nevertheless, the report highlights several challenges, including exposure to demand volatility, limitations of traditional budgeting and difficulties in measuring intangible value drivers. Sustainability initiatives further illustrate the need to balance financial objectives with broader stakeholder expectations.
To enhance decision-making, it is recommended that Burberry adopt more adaptive planning techniques, expand the use of forward-looking non-financial KPIs and continue strengthening transparency in sustainability reporting. These measures would support long-term strategic resilience and ensure alignment between financial performance and brand value creation. 
Overall, the findings highlight that effective management accounting is not only operationally necessary but strategically critical in sustaining competitive advantage within the luxury sector.
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