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Abstract

This report provides a comprehensive strategic analysis of Barclays Bank UK in the
context of accelerating FinTech disruption and evolving customer expectations. Using
established strategy frameworks including PESTLE, Porter’s Five Forces, VRIO, Value
Chain analysis, cultural diagnostics and the dynamic capabilities lens;the report evaluates
Barclays’ external environment, internal resources and organisational agility. The
analysis reveals that Barclays retains strong advantages in governance maturity, risk
management, capital strength and brand trust, but faces significant constraints related to
legacy technology, hierarchical governance, fragmented data infrastructure and cultural
rigidity. These limitations restrict innovation speed, customer-centricity and the bank’s
ability to respond effectively to agile FinTech competitors such as Monzo, Starling,
Revolut and Chase UK.

Three strategic options are developed: hyper-personalised customer engagement,
enterprise-wide agile transformation and a FinTech partnership ecosystem strategy.
Applying the Suitability-Acceptability-Feasibility (SAF) framework, the report concludes
that enterprise-wide agility represents the most compelling strategic direction, supported
by strengthened personalisation capabilities and selective FinTech ecosystem integration.
The recommended transformation includes redesigning governance for speed, embedding
agile leadership behaviours, modernising legacy systems, enhancing data integration and
evolving the organisational culture towards collaboration, experimentation and customer-
centric innovation. The report contributes to an advanced understanding of how
traditional banks can sustain competitiveness through strategic agility and digital
transformation in a dynamic financial services landscape.



Executive Summary

The UK retail banking sector is undergoing rapid transformation driven by digital
innovation, heightened regulatory expectations and shifting customer behaviours.
Challenger banks such as Monzo, Starling, Revolut and Chase UK have redefined
industry standards through cloud-native architectures, agile operating models and hyper-
personalised digital experiences. These disruptors consistently outperform traditional
banks in user experience, innovation velocity and cost efficiency, intensifying
competitive pressure on incumbents such as Barclays Bank UK.

This report analyses Barclays’ strategic position and identifies how the organisation can
strengthen its competitiveness through strategic agility. Using an integrated framework
approach-including PESTLE, Porter’s Five Forces, VRIO, Value Chain, governance and
cultural diagnostics-the analysis demonstrates that while Barclays possesses strong assets
in governance, risk management, financial stability and customer scale, it faces
substantial constraints arising from legacy systems, siloed structures, bureaucratic
governance and inconsistent data integration. These internal limitations weaken the
bank’s responsiveness and restrict its ability to compete effectively against agile digital-
native challengers.

Three strategic options were developed to address these gaps:

% Hyper-personalised customer engagement using Al and behavioural analytics;

 Enterprise-wide agile transformation to accelerate innovation and empower
teams;

¢ A FinTech partnership ecosystem strategy leveraging Open Banking and external

collaboration.

A Suitability-Acceptability-Feasibility (SAF) evaluation concluded that enterprise-wide
agility represents the most strategically attractive option, as it directly addresses the root
causes of Barclays’ competitive disadvantage-slow innovation cycles, hierarchical
governance, cultural rigidity and constrained data utilisation. Hyper-personalisation and
selective FinTech partnerships act as complementary enablers that amplify the benefits of
an agile transformation.

The report recommends that Barclays redesign governance structures to improve decision
velocity, modernise legacy technology to support modular and scalable architectures,
build a unified customer data platform to enable real-time personalisation, and evolve its
culture toward psychological safety, collaboration and continuous learning. Collectively,
these interventions will position Barclays to deliver differentiated customer value,
strengthen resilience and compete more effectively in a rapidly evolving financial
ecosystem.
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1. Introduction

The UK financial services industry is undergoing profound structural and competitive
transformation driven by rapid digitisation, regulatory reform, technological innovation,
and evolving customer expectations. Within this landscape, traditional retail banks such
as Barclays Bank UK face intensifying pressure from digital-first challenger banks-most
notably Monzo, Starling, Revolut and Chase UK-which have redefined the industry’s
standards for speed, convenience and customer-centricity (Lee and Shin, 2018; McKinsey
& Company, 2023).

These challengers leverage cloud-native architectures, lean operating models and
behavioural analytics to deliver seamless customer experiences and rapid product
innovation cycles. In contrast, incumbent banks often struggle with legacy systems,
hierarchical cultures, and complex governance structures that slow decision-making and
inhibit innovation (Beck, 2020; Deloitte, 2023). Lynch (2018) argues, sustainable
competitive advantage depends on how well resources and capabilities are developed,
deployed and renewed.As a result, strategic agility-defined as the ability to sense
emerging trends, seize opportunities, and transform organisational structures and
capabilities-has become a critical determinant of long-term competitiveness (Teece,
2018; Wade, Joshi and Teracino, 2021).

The report aims to:
1. Evaluate Barclays’ strategic position through external and internal analysis.
2. Analyse the impact of FinTech disruption on Barclays’ competitiveness.
3. Assess Barclays’ current agility capabilities.
4. Develop strategic options underpinned by agility and innovation.
5. Recommend a strategic direction based on critical evaluation.

The next sections provide a comprehensive analysis of Barclays’ external environment
using PESTLE and Porter’s Five Forces, followed by a discussion of market dynamics in
the context of FinTech disruption.

2. Strategic Position Analysis
2.1 PESTLE Analysis

The PESTLE framework enables a macro-environmental assessment to understand the
external forces influencing Barclays’ strategic position.



PESTLE Summary Table

Key Forces Affecting Barclays
Factor y g y Strategic Implications
UK
Political FCA/PRA regulation; Consumer ||Compliance intensity; operational
Duty; post-Brexit policy shifts constraints; governance alignment
. Inflation, interest rates, recession ||Profit margin volatility; credit
Economic . . .
risk; cost pressures risk; focus on efficiency
Rise of digital banking preferences; .
. .. s gp Need for hyper-personalisation
Social declining branch use; trust ..
. and digital-first engagement
expectations
Al, automation, cloud, open . .
. . . Modernisation imperative; speed-
Technological |banking, cyber risk; challenger
. > to-market challenges
Imnovation
Legal GDPR, Al ethics, Consumer Duty, |[Tightened data governance and
ega . .
g AML requirements risk controls
] ESG reporting requirements; Net  ||Sustainable finance integration;
Environmental . . .
Zero commitments reputational risk

Expanded PESTLE Analysis

Political Factors

Barclays operates within one of the most heavily regulated industries globally.
Regulatory bodies such as the Financial Conduct Authority (FCA) and Prudential
Regulation Authority (PRA) impose stringent standards related to conduct, capital
adequacy and operational resilience. The introduction of the FCA’s Consumer Duty has
significantly elevated expectations around customer outcomes, value for money and
transparent communication (Financial Conduct Authority, 2024). These requirements
compel Barclays to modernise governance processes, strengthen risk controls, and ensure

that product design aligns with fair-value principles.




Post-Brexit regulatory divergence also creates uncertainty around cross-border operations
and equivalence arrangements. At the same time, UK government initiatives promoting
FinTech innovation-such as the Kalifa Review and the UK FinTech Strategy-have
reduced barriers for digital entrants (HM Treasury, 2023). These developments intensify
competitive pressures and require Barclays to accelerate innovation while maintaining
strong compliance capabilities.

Economic Factors

The UK economy continues to face macroeconomic instability influenced by inflationary
pressures, fluctuating interest rates, and recessionary risks. Rising household costs affect
borrowing, savings behaviour and credit default levels (Office for National Statistics,
2024). While higher interest rates may improve net interest margins, overall profitability
is threatened by increased credit risk and operational costs.

FinTech challengers-operating with lean cost structures and automated processes-offer
competitive pricing and disrupt traditional revenue models. This environment increases
the necessity for Barclays to focus on operational efficiency, process automation and
digital transformation to sustain profitability (McKinsey & Company, 2023).

Social Factors

Social shifts in consumer behaviour are among the most influential forces shaping
Barclays’ strategic environment. Customers increasingly expect mobile-first, intuitive,
real-time financial services. Challenger banks have normalised features such as instant
notifications, spending categorisation, budgeting tools and frictionless onboarding
(Accenture, 2020). Trust, ethical behaviour and transparency have also become critical
societal expectations.

Demographic shifts-especially rising digital literacy among older generations-have
expanded demand for seamless digital experiences. These trends require Barclays to
redesign customer journeys around hyper-personalisation, empathy and financial
wellbeing.

Technological Factors

Technological disruption remains the most transformative external driver. FinTechs
leverage cloud-native infrastructures, microservices architectures and rapid deployment
practices, enabling accelerated innovation and lower maintenance costs. Artificial
intelligence, Open Banking APIs and automation continue to reshape retail banking
(Deloitte, 2023).

Barclays’ innovation potential is constrained by legacy systems, fragmented data
architectures and slower delivery cycles. Cybersecurity threats have intensified, requiring



robust operational resilience in line with Bank of England guidance (Bank of England,
2023). Meanwhile, advances in Al-driven personalisation offer significant opportunities
for differentiation, provided governance, data quality and analytics capabilities are
strengthened (Kim, 2021).

Legal Factors

The legal environment imposes strict requirements related to data protection (GDPR),
anti-money laundering, consumer transparency and financial crime prevention. The
FCA'’s focus on fair value, product governance and operational resilience continues to
shape strategic priorities (Financial Conduct Authority, 2022). Emerging regulatory
frameworks for Al and digital identity will influence Barclays’ adoption of
personalisation tools and automation. Failure to comply exposes the bank to financial
penalties and reputational damage.

Environmental Factors

Environmental, Social and Governance (ESG) expectations have significantly increased.
Barclays has committed to £1 trillion in sustainable financing by 2030, reflecting investor
demand for climate-conscious financial services (Barclays, 2023). Regulatory
frameworks such as TCFD reporting require detailed climate risk disclosures and
alignment with net-zero objectives. Barclays’ strong ESG commitments can differentiate
it from FinTech challengers, many of which lack robust sustainability frameworks.

Summary

PESTLE analysis highlights that Barclays faces rising regulatory scrutiny, economic
volatility, heightened customer expectations, rapid technological disruption, stringent
legal obligations and growing environmental responsibilities. These macro-pressure
points reinforce the strategic need for organisational agility, modernised technology
infrastructures and customer-centric innovation.

2.2 Porter’s Five Forces Analysis

Porter’s model (2008) provides insight into competitive intensity.

Five Forces Summary Table

Force Intensity | Key Drivers Implications for Barclays
Threat of New ' Qpen banking; d.igita.ll Constant influx of
High licences; low switching challengers; pressure on
Entrants . . .
barriers innovation




Force Intensity |Key Drivers Implications for Barclays

Threat of Very Digital wallets; fintech

i - Risk of disint diati
Substitutes High lending; super apps isk of disintermediation

Low loyalty; easy
Buyer Power High switching; comparison

apps

Need for differentiation and
improved CX

Supplier Power |Moderate Dependence on cloud, Al, |[Bargaining challenges; cost

tech vendors implications
Chall banks; . .
Rivalry Among |Very . aTenser bat S’. Margin compression;
Competitors High incumbents adopting innovation ra
P & FinTech methods Ovaton face

Expanded Five Forces Analysis
Threat of New Entrants - High

Regulatory reforms and technological advancements have significantly lowered entry
barriers in retail banking. Open Banking APIs facilitate seamless integration of third-
party financial services, enabling new digital-only entrants and FinTech platforms to
scale rapidly (Competition and Markets Authority, 2021). Challenger banks such as
Monzo and Starling have achieved substantial market penetration by offering superior
user experiences, transparent pricing and simplified products (KPMG, 2023). This
intensifies innovation pressure on incumbents like Barclays.

Threat of Substitutes - Very High

Customers are increasingly adopting alternative financial services such as:
o digital wallets (Apple Pay, Google Pay)
e BNPL platforms (Klarna)
o digital investment apps (Trading212, Coinbase)

e super-app ecosystems offering integrated banking services

These substitutes offer high convenience and low switching friction, eroding Barclays’
traditional value proposition (Beck, 2020).



Buyer Power - High

Customers now have strong bargaining power due to instant account switching,
transparent comparison tools and abundant digital alternatives. Digital-native customers
expect frictionless onboarding, personalised insights and 24/7 access-areas where
FinTechs outperform incumbents (Accenture, 2020). Barclays must differentiate through
superior service, responsible finance and customer-centric innovation.

Supplier Power - Moderate

As Barclays accelerates digital transformation, dependence on specialised technology
vendors increases, including cloud providers, cybersecurity firms and analytics platforms.
Switching costs and vendor concentration heighten supplier power (Deloitte, 2023).
However, Barclays’ size and procurement capability provide partial negotiation leverage.

Competitive Rivalry - Very High

Rivalry is intense across both traditional banks (Lloyds, HSBC, NatWest) and FinTech
challengers. Challenger banks operate with low overheads, agile structures and rapid
release cycles, enabling superior product iteration and user experience (McKinsey &
Company, 2023). Incumbents face pressure to modernise legacy systems and reduce
bureaucracy to stay competitive.

2.3 Market Dynamics and FinTech Disruption

Market dynamics in UK retail banking are shaped by four core disruptive forces.
1. Customer Experience as the Primary Battleground

FinTechs prioritise user-centric design, offering features such as instant spending alerts,
intuitive budgeting, fee transparency and rapid onboarding.

These experiences redefine customer expectations and expose gaps in traditional banks’
service models (Accenture, 2020). Barclays must enhance digital experience design and
personalise services to improve customer stickiness.

2. Structural Cost Advantages of FinTechs

Digital challengers operate with significantly lower cost-to-income ratios due to:
e no branch infrastructure
e automated processing

o simplified product portfolios

e cloud-native systems



This enables aggressive pricing and faster innovation cycles, placing pressure on
Barclays’ profitability and cost base (Lee and Shin, 2018).

3. Superior Agility and Innovation Velocity

FinTechs utilise cross-functional squads, rapid experimentation and decentralised
governance. Barclays’ hierarchical structure and legacy processes restrict innovation
speed and increase time-to-market (Deloitte, 2023; Wade et al., 2021). Without
enterprise-level agility, Barclays risks falling further behind emerging disruptors.

4. Data-Driven Hyper-Personalisation

FinTechs leverage real-time behavioural analytics to deliver contextual insights,
personalised nudges, and bespoke financial advice. Barclays’ fragmented data systems
limit its ability to generate comparable insights (McKinsey & Company, 2020).
Strengthening data integration and personalisation capabilities is critical.

3.INTERNAL ANALYSIS & STRATEGIC
AGILITY

Barclays’ internal environment is shaped by its resource base, organisational structure,
governance arrangements, cultural norms and talent systems. Understanding these
internal strengths and constraints is essential for evaluating how effectively Barclays can
build and sustain strategic agility in response to FinTech disruption. This section applies
VRIO, Value Chain, strategic governance, cultural diagnostics, and talent-based analysis,
using established theoretical perspectives including the resource-based view (Barney &
Hesterly, 2019), dynamic capabilities (Teece, 2019), and organisational culture theory
(Schein, 2017).

3.1 Resource & Capability Evaluation (VRIO Analysis)

The VRIO framework assesses whether Barclays’ resources and capabilities provide
sustained competitive advantage (Barney & Hesterly, 2019).



Table: VRIO Evaluation of Barclays’ Strategic Resources

Organised to
Resource / L.
e Valuable? Rare? |Inimitable?|Capture Outcome
Capability
Value?
Brand reputation Temporary
u
. P Yes Moderate|Moderate ||Yes competitive
and heritage
advantage
Customer base Potential
u :
Yes Yes Moderate |Partially advantage
scale & data e
(underutilised)
Branch + digital titi
ran‘c digita Partially |[No No Yes Corppe e
hybrid model parity
Risk Sustained
management & |Yes Yes Yes Yes competitive
governance advantage
tr t
Financial S ,0 ng bu
. J[Yes Yes No Yes imitable
strength & capital
advantage
Digital .

. C t1t
technology Yes No No Improving ompe Ve
. parity
infrastructure

. Limited
Leadership & . e o\
o Yes No No Inconsistent competitive
talent capability
advantage
Organlsatlc')r'lal Yes Rare Yes Weak'ly Under?explmted
culture (agility) organised potential
Partnershi Parity / weak
armetsiup Partially |[No No Limited anty /wea
ecosystem advantage




Interpretation

The VRIO assessment highlights that while Barclays possesses strategically significant
assets-such as strong governance, brand trust and high-quality risk management-these
capabilities do not automatically translate into agility or innovation advantage.

Key insights:

« Governance and risk management remain Barclays’ only true sustained
competitive advantage (FCA, 2024).

+ Customer data is a potentially powerful differentiator but is underutilised due to
fragmentation and legacy systems (McKinsey & Company, 2023).

+ Digital infrastructure is improving, but remains less flexible than cloud-native
challenger banks (Deloitte, 2023).

+ Organisational culture and agility capabilities are valuable and rare, but Barclays
is not yet structured to fully exploit them (Wade et al., 2021).

« Overall, Barclays possesses the raw materials for agility and innovation, but lacks

the structural, cultural, and technological enablers to convert these into dynamic

capabilities.

3.3 Value Chain Analysis

Porter’s Value Chain framework identifies where value is created and where constraints
emerge (Porter, 2008). Lynch (2018) highlights that analysing value-creating activities
helps identify bottlenecks that constrain innovation and customer value delivery.

Table: Barclays UK Value Chain Assessment

Value Chai Strategi

a ue am Strengths Weaknesses ra .e glc.
Activity Implications
Inbound Strong regulatory Prioritise

Legacy processing

o implificati d
complexity; siloed data SIMPHHCAtion an

Operations (data, |[processes; robust

payments, deposits) |legacy systems data integration

High reliability; .. . Automate &
. Slow decision-making; .
Operations large-scale streamline
bureaucracy
processes workflows
Strong brand; Less engaging digital  ||Enhance digital
Marketing & Sales |multi-channel experience vs storytelling & UX

presence challengers design




Service / Customer
Support

Contact centres;
branch network

challenger apps;
inconsistent digital
support

Value Chai Strategi
2 ue am Strengths Weaknesses ra .e glc.
Activity Implications
Slower than real-time
Introduce hyper-

personalised service
models

Technology Investments in Legacy dependencies; ||Accelerate
Development cloud, Al fragmented architecture ||[modernisation

Barclays “Be o . .

”y Slow career mobility; |Build agile talent
HR Management |More” talent . .
risk-averse behaviours |pathways

strategy

Strong vendor Dependence on external || Shift to modular IT
Procurement . . . .

relationships tech suppliers architecture
Interpretation

The Value Chain shows that Barclays’ operational scale and regulatory robustness deliver
reliability, but these same characteristics reduce innovation speed. FinTech challengers,
by contrast, operate leaner, flatter and faster. Strategic bottlenecks arise from:

legacy technology

o siloed operations

e slow governance

» inconsistent digital experience

e low psychological safety inhibiting experimentation

Addressing these bottlenecks is essential for achieving enterprise-wide agility.

3.4 Governance & Strategic Purpose

According to Johnson et al. (2020), strategic purpose and governance influence how
effectively organisations align stakeholder expectations, managerial decision-making and
long-term strategic direction. Barclays’ governance structures are shaped by stringent
regulatory expectations and stakeholder scrutiny. Strong governance provides:

e transparency




e accountability
o risk mitigation
o stakeholder trust

Aligning with the benefits emphasised in corporate governance theory (Johnson et al.,
2020; FCA, 2024).

Strengths
e Robust risk controls and accountability chains
e Mature compliance frameworks ensuring operational resilience
e Strong ethical oversight aligned with Consumer Duty
o High levels of stakeholder trust
Weaknesses
e Slow approval cycles
e Bureaucratic decision-making
e Risk aversion inhibiting innovation
e Cross-functional misalignment

These weaknesses align with literature suggesting that heavy governance systems often
conflict with the flexibility, experimentation and speed required for agility (Teece, 2019;
Denning, 2018).

3.5 Cultural Analysis

Culture is central to strategic agility. Barclays exhibits traits typical of long-established
financial institutions, including hierarchy, formal communication, emphasis on risk
control, and siloed decision-making.

Analytical Table: Barclays Culture vs Agile Culture

Cultural

}l ura- Barclays Current State Desired Agile State
Dimension
Decision-making Hierarchical, slow Distributed, rapid, empowered

Collaboration Siloed structures Cross-functional, team-based




Cultural

. . Barclays Current State Desired Agile State
Dimension
. . . . High tol for testing &
Experimentation Low risk appetite . ‘& . olerance Tortestng
1teration
Psychological safety |[Variable across teams High - essential for innovation

Knowledge-sharing

Limited by hierarchical

. Open, transparent, collaborative
barriers

Applying Grant’s Giver Culture Theory

Grant (2013) argues that giver cultures-defined by collaboration, knowledge-sharing and

mutual support-drive superior performance in complex environments. Barclays
demonstrates partial alignment but needs to strengthen:

psychological safety
collaboration across silos
cross-functional learning loops

leadership behaviours that reward experimentation

These cultural refinements are critical enablers of strategic agility (Wade et al., 2021).

3.6 Talent as a Strategic Asset

Barclays invests heavily in leadership development, diversity initiatives and technical
skills. However, several constraints limit talent agility:

slower internal mobility than digital-native firms
difficulty attracting top-tier tech talent vs. FinTechs
rigid job classifications

siloed specialist teams

inconsistent digital capability maturity

Strategic agility literature emphasises the importance of fluid talent mobility, cross-
functional teaming, empowerment and continuous learning (Teece, 2019). Barclays must
evolve HR practices from traditional performance management toward capability
development, innovation autonomy and agile learning cycles.




4. Strategic Agility Assessment

Strategic agility refers to an organisation’s ability to sense changes in the environment,
seize opportunities rapidly, and transform its structures and processes to maintain
competitiveness over time (Teece, 2018; Wade, Joshi and Teracino, 2021). For a legacy
institution such as Barclays, strategic agility has become essential in addressing
competitive pressures from FinTech challengers operating with superior innovation
speed, leaner governance structures and more adaptive cultures.

Barclays demonstrates strengths in certain agility dimensions, particularly in risk
management and resource deployment, but continues to face constraints related to legacy
systems, hierarchical governance, slow decision-making and cultural rigidity. This
section evaluates Barclays’ agility using the sensing, seizing and transforming
capabilities model set out in dynamic capabilities literature (Teece, 2018; Grant, 2022).

4.1 Sensing Capability

Sensing capability relates to the organisation’s ability to interpret market signals, detect
emerging trends and understand evolving customer needs.

Strengths

o Barclays has well-developed risk and regulatory scanning mechanisms, enabling
early identification of compliance-related changes (FCA, 2024).

o Strong market intelligence and access to large datasets support broad analysis of
customer behaviour.

e Strategic partnerships, including innovation hubs such as Barclays Eagle Labs,
expose the bank to FinTech trends and entrepreneurial ecosystems.

Weaknesses

Despite strong institutional awareness, Barclays often falls behind FinTechs in
recognising emerging customer needs and technological shifts. This is due to:

o Fragmented data systems, which limit real-time analysis (McKinsey & Company,
2023).

o Slow feedback loops between frontline teams and senior leadership.

e Product design processes that are structured around risk mitigation rather than
rapid customer insight validation.

FinTech challengers such as Monzo and Starling, by contrast, use real-time customer
data, iterative product testing and behavioural analytics to sense and respond rapidly to



customer needs (Accenture, 2020). Barclays’ sensing capability remains adequate but
constrained by structural and technological barriers.
4.2 Seizing Capability

Seizing capability refers to how effectively an organisation mobilises resources to capture
identified opportunities (Teece, 2018).

Strengths

« Barclays possesses significant financial resources and the capital strength needed
to fund large-scale digital transformation initiatives.

o The bank has invested in cloud migration, artificial intelligence and Open
Banking capabilities, signalling a commitment to technology modernisation
(Barclays, 2024).

» Existing partnerships with technology firms support innovation in selected areas.

Weaknesses
Despite strong capital capacity, Barclays’ seizing effectiveness is reduced by:

e Slow resource allocation processes due to multi-layered governance.

e Bureaucratic programme management structures that delay time-to-market
(Deloitte, 2023).

e A cultural risk aversion that reduces experimentation and responsiveness.
» Difficulty scaling agile pilots beyond localised teams.

FinTech challengers excel in this dimension due to decentralised decision-making, end-
to-end product ownership and a culture that rewards speed and flexibility (Wade et al.,
2021). Barclays’ seizing capacity is therefore strong in potential but limited in practice.

4.3 Transforming Capability

Transforming capability captures an organisation’s ability to reconfigure its business
model, talent systems, processes and structures over time.

Strengths

o Barclays has undertaken cloud migration programmes and initiatives to simplify
product portfolios, laying foundations for long-term transformation.

e Some business units have adopted agile methods, improving cross-functional
collaboration and delivery speed.

Weaknesses



Transforming capability remains Barclays’ weakest agility dimension, due to:

o Extensive legacy IT architecture, which increases complexity and slows
innovation cycles (Deloitte, 2023).

o Cultural resistance to organisational change, particularly in senior leadership
layers.

o Siloed business units that limit cross-functional integration.

e Governance structures designed for control rather than strategic flexibility
(Denning, 2018).

o Slow transformation of talent practices, with rigid career pathways and inadequate
digital skills in some areas.

FinTechs operate with high transforming capability by leveraging modular architectures,
fluid team structures and strategic experimentation (Lee and Shin, 2018). Barclays must
progress significantly in this dimension to remain competitive.

Overall Assessment of Barclays’ Strategic Agility

Awilit Comparative
fg y . Barclays Strengths |Barclays Weaknesses  |[Position vs
Dimension )
FinTechs
. Strong regulatory and |[Slow insight cycles; Moderate, below
Sensing ) .
market analysis fragmented data FinTechs
Seizin High capital capacity; |Slow governance; limited |[Moderate, below
& digital investments empowerment FinTechs
. Some modernisation |[Legacy systems; cultural |[Low, significantly
Transforming . . . .
underway rigidity; siloed structures |behind FinTechs

Barclays demonstrates foundational agility, but lacks the full dynamic capability maturity
needed to compete with digital challengers. The primary barriers are legacy systems,
hierarchical governance, and cultural inertia, which constrain its ability to adapt quickly
and deliver customer-centric innovation.



5. Comparative Analysis: Barclays vs FinTech

Disruptors

The rise of digital-first challenger banks has reshaped the competitive landscape of UK

retail banking. Using insights from the previous sections, this comparative analysis

evaluates Barclays’ capabilities relative to leading FinTech disruptors (Monzo, Starling,

Revolut and Chase UK). The assessment considers key dimensions such as technology,
customer experience, cost structure, culture, regulatory posture and innovation capability.

5.1 Comparative Table: Barclays vs FinTech Challengers

Table 3: Comparative Strategic Capabilities

FinTech Challengers
Dimension |Barclays Bank UK |(Monzo, Starling, Competitive Implications
Revolut, Chase UK)
Mix of 1 d . FinTechs rel feat
ix of legacy and | ., d-native, modular 1n. echs release features
modern systems; : . rapidly; Barclays needs
Technology ||. MICIOSErvices .
incremental cloud . accelerated modernisation
.. architectures .
migration (Deloitte, 2023).
. . FinTechs lead in CX;
Strong multi- Seamless mobile-first Bla?rcle: ssrri?st 11rr1n rove
Customer |lchannel offering; UX; instant 4 . P
. . . . : personalisation and
Experience |/legacy interfaces notifications; enriched ||, ...
reduce intuitiveness |[personalisation simplify journeys
(Accenture, 2020).
FinTechs oni —
Higher fixed costs ||Significantly lower n .e?. > Ehjoy Pricing
. ) flexibility; Barclays must
Cost due to branches, cost-to-income ratios; optimise operations
Structure |legacy IT, large no branches; lean P . P
. (McKinsey & Company,
workforce automation
2023).
. . . Barcl t evol
Hierarchical, risk- ) . arciays mus eV(.) V ©
. Agile, collaborative, culture toward agility for
Culture averse, siloed i ) } ) .
.. ) experimentation-driven ([faster innovation (Wade et
decision-making
al., 2021).
Regulatory Strong governance, |Less mature Barclays retains trust
Strength compliance governance; more advantage but must




FinTech Challengers
Dimension |Barclays Bank UK |(Monzo, Starling, Competitive Implications
Revolut, Chase UK)
maturity, flexibility but higher balance governance with
operational regulatory risks innovation (FCA, 2024).
resilience
, FinTechs excel in data-
Real-time data; .
Fragmented . : driven engagement;
. . ||behavioural analytics .
Data Usage |systems; improving ) Barclays requires
. ... |[powering hyper- .
analytics capability ersonalisation integrated data platforms
P (Kim, 2021).
: FinTech i ti d
) Slow due to legacy |Rapid feature releases; 1 7eeh TNOVAHON Spee
Innovation exceeds Barclays; agile
. IT and layered short development R .
Velocity aporovals eveles transformation is essential
PP Y (Denning, 2018).
Complexity constrains
Broad product set, |Narrower product set T .
Product . Barclays; simplification
but complex and but frequently iterated |. -
Model lower fo undat and customer-led improves agility (Johnson
slower to update customer-le et al., 2020).
tnershi Barcl
Sorp§ partnership Highly integrated with 'arc ays .needs Qeeper
Ecosystem ||activity (e.g., Eagle || .~ FinTech integration and
... .. |digital ecosystems and o
Strategy Labs) but limited in third-party services BaaS opportunities (Lee &
scale party Shin, 2018).

5.2 Key Insights from the Comparative Analysis

1. Barclays retains structural strengths but lacks innovation velocity

Barclays excels in risk management, capital strength and governance-areas where

FinTech challengers remain less mature. These capabilities align with long-term trust and

regulatory expectations (Barclays, 2024).

However, FinTech competitors consistently outperform in areas linked to speed and

customer-centric agility, including UX design, time-to-market and iterative testing.




2. FinTech cost structures provide a sustainable competitive edge

Challenger banks’ digital-only models enable significantly lower operating costs,
allowing them to:

o offer attractive interest rates
e reduce fees
e invest more aggressively in UX innovation

Barclays’ higher structural costs limit its ability to compete on price and resource agility
(McKinsey & Company, 2023).

3. Customer experience is the primary competitive battleground
FinTechs have redefined what “good banking” looks like:

e instant updates

e real-time budgeting

e intuitive design

e transparency

e emotional engagement

Barclays’ progress in digital transformation is notable but lags behind in creating hyper-
personalised, seamless, behaviour-driven experiences (Accenture, 2020).

4. Culture is a critical inhibitor for Barclays-but a competitive accelerator for
FinTechs

FinTechs benefit from:

flatter structures

empowered product teams

o experimentation and psychological safety

minimal bureaucracy

In contrast, Barclays’ culture continues to be characterised by risk aversion, hierarchical
decision-making and slow approvals (Schein, 2017; Denning, 2018). Cultural
transformation will be crucial for building true strategic agility.



5. Barclays can achieve advantage through its strengths in governance and ESG

FinTechs often lack advanced ESG frameworks, long-term sustainability strategies and
deep governance infrastructure. Barclays can differentiate by:

e positioning itself as a responsible, sustainable digital bank

o aligning ESG commitments with customer personalisation tools

e leveraging trust as a competitive asset

6.STRATEGIC OPTIONS

Strategic options must be grounded in a clear understanding of organisational capability
gaps and competitive positioning (Lynch, 2018).Drawing on the strategic analyses

performed in previous sections, three strategic options are proposed to enhance Barclays

2

agility, innovation capacity and competitiveness against FinTech challengers. The
options are designed to address weaknesses identified through VRIO, Value Chain,
cultural and agility diagnostics, while leveraging existing strengths in governance,

customer scale and financial resources. As Johnson et al. (2020) emphasise, developing
strategic options requires evaluating the organisation’s internal strengths, environmental
pressures and stakeholder expectations to ensure a coherent strategic direction

6.1 Summary of Strategic Options

Table 4: Summary of Strategic Options

interactive mobile experience

customer data

Option Description Strategic Rationale Key Risks
. . Addresses customer
Build Al-driven . .
1. Hyper- . . . expectations; increases
. personalisation engine, unified . . Data governance, Al
Personalised loyalty; aligns with . . .
customer data platform, ethics, legacy integration
Customer . . Consumer Duty;
behavioural insights, , challenges
Engagement leverages Barclays

2. Enterprise-Wide

Scale agile operating model
across divisions; empower

Tackles core constraints
(culture, hierarchy, legacy
pacing); improves

Cultural resistance;
transformation fatigue;

Partnership &

with FinTechs to co-develop

reduces cost/time to

Agile . . . . . . .
) cross-functional squads; innovation velocity; inconsistent leadership
Transformation . . . . .
redesign governance for speed||aligns with dynamic adoption
capabilities (Teece, 2018)
3. FinTech Expand use of APIs; partner | Accelerates innovation; |Integration complexity;

vendor dependency;




Option Description Strategic Rationale Key Risks

Ecosystem Strategy |[Banking-as-a-Service (BaaS) [[resilience; leverages open |fail
models banking

Open Banking customer journeys; explore market; builds ecosystem |brand dilution if partners

Option 1: Deepen Hyper-Personalised Customer Engagement

Barclays has substantial customer data but lacks the integrated system architecture
required to leverage it fully. Hyper-personalisation involves applying Al, behavioural
analytics and real-time insights to deliver contextual, individualised customer experiences
(Kim, 2021; McKinsey & Company, 2020).

Key Components

Deploy a unified customer data platform (CDP)

e Introduce Al-driven financial coaching and spending insights

o Build sophisticated personalised marketing engines

o Simplify digital interfaces and enhance visual decision-making

o Ensure robust Al ethics and governance aligned with FCA expectations

Strategic Benefits

e Increased loyalty and reduced customer churn

o Ability to deliver differentiated, value-added experiences

o Strengthened regulatory alignment with Consumer Duty
Risks

o Data privacy concerns

e High technology investment

o Integration challenges with legacy systems

Hyper-personalisation is strategically compelling but depends heavily on agility,
integrated data ecosystems and modernised technology infrastructure.

Option 2: Implement Enterprise-Wide Agile Operating Model Transformation

This option proposes a fundamental redesign of leadership structures, governance, cross-
functional teams, planning processes and organisational culture.



Key Components

Expand agile methodologies beyond digital units into product, operations, risk
and compliance

Establish cross-functional squads with end-to-end journey ownership
Create minimum viable governance, reducing approval layers (Denning, 2018)
Strengthen psychological safety and giver-culture behaviours (Grant, 2013)

Shift from annual planning to rolling OKRs and iterative strategy cycles

Strategic Benefits

Faster innovation cycles
Improved responsiveness to customer and market needs

Enhanced talent engagement and cross-functional collaboration

Resistance from senior leaders accustomed to hierarchical structures
Potential for “agile theatre” without real transformation

High change management complexity

Enterprise-wide agility directly addresses Barclays’ central competitive weaknesses-slow
decision-making, legacy processes and cultural inertia (Wade et al., 2021).

Option 3: Build a FinTech Partnership & Open Banking Innovation Ecosystem

This option positions Barclays as a platform orchestrator rather than a standalone
product provider.

Key Components

Expand API marketplace to enable third-party developers
Co-create products with FinTech partners
Invest strategically in promising early-stage FinTech ventures

Develop Banking-as-a-Service (BaaS) capabilities for SMEs and digital platforms

Strategic Benefits

Faster time-to-market



e Lower innovation costs

e Enhanced relevance within digital ecosystems

e Access to diverse innovation pipelines

Risks

o Integration challenges with legacy IT

e Increased dependency on external partners

o Potential reputational risk from third-party failures

FinTech partnerships allow Barclays to leverage ecosystem strengths instead of building
everything internally, which aligns with modern platform strategy models (Lee & Shin,

2018).

7. Evaluation of Strategic Options Using the SAF

Framework

The Suitability-Acceptability-Feasibility (SAF) framework (Johnson et al., 2020) evaluates the
strategic viability of each option.

Table 5: SAF Evaluation of Strategic Options

Criteria Option 1: Hyper- Option 2: Enterprise-Wide Option 3: FinTech Ecosystem

Personalisation Agility Transformation Strategy

High - t t .

'8 mee s customer Very High - addresses core . . .
I expectations, regulatory . Moderate-High - aligns with

Suitability . . . structural & cultural constraints;||. .

alignment, innovation ||, .. industry platformisation

improves speed & adaptability
needs
High - benefit: o
'8 enets Moderate - organisational . N . .
. customers & . . High - limited internal disruption;

Acceptability resistance likely; cultural . .

shareholders; moderate ) attractive to investors

. . . change required

internal disruption

Moderate - requires Moderate-Low - most complex; Moderate - inteeration challenees
Feasibility major data & Al requires leadership shift & IT . & . 8es,

. . but partnerships achievable

investment transformation




Criteria Option 1: Hyper- Option 2: Enterprise-Wide Option 3: FinTech Ecosystem
Personalisation Agility Transformation Strategy
Medium - dat . . . . . .
. ecm - data . High - risk of failure if cultural ||Medium - dependency risk on
Risk Level governance & privacy o
. shift is weak external partners
risks
Overall
Strategic Strong Strongest Moderate
Attractiveness

SAF Summary Conclusion

¢ Option 2 (Enterprise-Wide Agility Transformation) is the most strategically
compelling, as it directly addresses Barclays’ central problem: slow innovation,
hierarchical governance and cultural inertia.

e Option 1 (Hyper-Personalisation) is strong but depends on the success of Option 2.

¢ Option 3 (FinTech Ecosystem Strategy) is valuable but should be deployed in
combination, not isolation.

Together, Options 2 & 1 + selective elements of 3 provide a robust, future-ready strategy.

8. Recommendations

Based on SAF analysis, this report recommends a combined strategic direction centred on
enterprise agility, supported by hyper-personalisation and FinTech ecosystem
collaboration.

8.1 Recommendation I: Implement Enterprise-Wide Agile
Transformation (Primary)

Priority Actions

o Establish multi-disciplinary, customer-journey squads

Redesign governance to accelerate approvals

Invest in agile leadership development

Build psychological safety and giver-culture norms (Grant, 2013)
e Embed continuous learning, retrospectives and feedback loops

Expected Benefits



o Faster delivery cycles
e Improved customer-centricity
o Greater organisational adaptability

e Stronger competitive defence against FinTechs

8.2 Recommendation II: Build a Hyper-Personalisation Engine
Priority Actions

e Implement a unified customer data platform

o Enhance analytics and real-time insights

e Deploy Al-driven personalised financial wellbeing tools

o Strengthen Al governance and data ethics

Expected Benefits

o Higher retention and engagement

e Clear competitive differentiation

o Strong alignment with Consumer Duty
8.3 Recommendation III: Expand FinTech Partnerships &
Ecosystem Integration
Priority Actions

o Grow Barclays’ open banking API capabilities

e (Co-create journeys with selected FinTechs

e Explore BaaS business models

Expected Benefits
o Faster innovation
o Cost-effective capability expansion

e Access to new markets and customer segments



8.4 Recommendation IV: Modernise Barclays’ Technology
Infrastructure
Priority Actions

e Accelerate cloud migration

e Reduce technical debt

¢ Introduce modular, scalable architecture

o Strengthen cybersecurity and resilience

Expected Benefits

e Greater agility and scalability

e Lower long-term operating costs

o Enhanced capability for personalisation and partnerships
8.5 Recommendation V: Evolve Culture Toward Agility and
Collaboration
Priority Actions

e Promote giver-culture behaviours

e Enhance cross-functional collaboration

e Reward innovation and experimentation

e Strengthen psychological safety

Expected Benefits
e Stronger innovation culture
e Improved employee engagement

e Better responsiveness to market shifts



9. Conclusion

The UK banking landscape is undergoing fundamental transformation driven by digital
disruption, shifting customer expectations and rapid FinTech innovation. Barclays retains
significant structural strengths-brand trust, governance maturity, financial stability and
customer scale-but faces critical constraints in agility, innovation velocity and cultural
adaptability.

The analyses demonstrate that traditional sources of competitive advantage are
insufficient without a parallel evolution in organisational agility, technological capability
and customer-centricity. FinTech challengers outperform incumbents because of their
lean architectures, rapid experimentation, empowered teams and behavioural insight-
driven models.

To remain competitive, Barclays must embrace enterprise-wide agility as the foundation
for strategic renewal. Supported by hyper-personalisation and FinTech ecosystem
partnerships, this transformation will enhance responsiveness, improve customer
outcomes, and position Barclays as a forward-looking leader in the digital financial
services environment.
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