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Introduction
The case of Barclays Bank illustrates well how rapidly changing the business environment is affecting the banking sector and why an analysis of Barclays Bank through a variety of lenses helps inform our thinking about the current state of banking today. While most businesses can respond slowly and over time to outside factors affecting them, such as legislative changes in public policy or evolving financial reporting standards, banks have been particularly susceptible to the effects of rapidly changing outside forces, including those related to increased consumer confidence due to digital banking infrastructure and the risks of technology disrupting banks' business models. Therefore, banks are not just players within the current business environment; they are the channels through which many of these outside forces impact the overall economy. Consequently, Barclays Bank provides an excellent example for critical analysis rather than merely descriptive analysis.
Also, Barclays Bank provides an opportunity to show that banks' ability to adapt to their challenges is evolving beyond that of competing with other banks. With changing international economic conditions, changing international regulatory systems, and the changing expectations from consumers regarding banks' accountability and sustainability practices, banks are now required to assess the overall viability of their traditional banking models as they look to the long-term implications of the post-Brexit environment, as well as increasing global competition.
Barclays Bank has made important progress towards adapting its existing structure to be better positioned to meet the expectations of both current investors and potential investors, as evidenced by its four new divisions (UK Consumer Banking; Private Banking and Wealth Management; Global Markets and Online Banking; and US Consumer Banking). Barclays Bank's post-Brexit strategy includes reducing product lines, repricing existing products, improving the bank's profitability, and working to restore consumer and investor trust.
Overall, Barclays Bank has acknowledged that the changing climate of the business environment will require significant investments in their businesses and has responded to this issue through visible action; however, their level of adaptation is still very uneven. The Institution has advanced to digital activity, strategic restructuring, and new ways of attracting customers, but most responses to change still seem more reactive than transformational. Though Barclays is improving on technology while being more selective in strategy, its efforts do not necessarily suggest they have addressed some of its longstanding issues, including trust, regulation, sustainability, and consistent business models. What is important to find out is not if Barclays is changing but whether their changes can successfully compete with the post-Brexit banking environment, increased technology competition from fintechs, and the growing demands for a socially responsible banking industry.
This essay will first clarify what is meant by the business environment; then, it will delineate the external analysis of Barclays Bank using PESTLE; and finally, it will evaluate Barclays Bank's strategic response to defining issues/pressures by offering recommendations.
What Is the Business Environment?
The business environment includes all the external situations, conditions, and relationships that influence an organisation's operation, competition, and survival, i.e. they include political interference, economic conditions, technology transfer, legal requirements, social expectations, and environmental issues. Entrepreneurs can neither directly control these factors, but as an entrepreneur, their business must adapt to their presence to continue operating successfully and sustain their legitimacy. This is particularly true in banking, where banks are institutionally rooted. Banks rely upon functioning within a highly regulated system, and their success/continuance/happiness are based on public trust and confidence; while banks cannot control the quality of the digital (e.g., Internet) or financial (e.g., banks) infrastructure in which they function. Thus, the business environment is the backdrop or institutional regulatory framework through which banks create value, manage risk, and account for their social role(s) in society (Cromwell and Peprah, 2025). For a proper understanding of the commercial environment, it is important to understand that adaptation is not just a technical issue. The impacts of the environmental shifts are going to be felt primarily in the technical aspect of banking first, with things like digitisation, payments innovation, and the regulations banks must comply with. The banks have dramatically changed their infrastructure since implementing digital finance. The implementation of digital finance has fundamentally altered how customers expect to obtain access to finance and therefore has forced major changes in strategy due to changing customer demand and the way that finance is accessed, served and competed for. Furthermore, sustainable banking has become part of the banking strategy and now affects how banks are also evaluated based on the way they evaluate credit risk, invest, and look at long-term systemic risk. Thus, in addition to the operational performance of banks, the external environment is also a determinant of how banks determine how to define their competitive position (Li, Wang & Deng, 2024).
The PESTLE analysis encompasses pressures being imposed on Barclays Bank. In addition to the traditional political, economic and legal pressures existing for banking & non-banking respectively, the social, technological and environmental forces are also extremely strong and are part of the external forces that impact the banking industry. Therefore, the PESTLE framework provides a means of evaluating the numerous factors involved in how Barclays is being reshaped by various forces as a result of changing customer expectations, changing economic conditions & digital infrastructure, post-Brexit, and the bank's plan to reform itself and its products to be more competitively positioned, rather than just reduce operational costs in a small incremental fashion.
PESTLE External Analysis of Barclays Bank
Political factors
Due to Barclays' reliance on regulatory approval and public confidence, as well as monetary policy and overall bank system governance, Political factors significantly affect Barclays and banks in general. Following the exit of Great Britain from the EU adds yet another level of complexity as banks operating from the UK now find themselves working in a much more fractured political and regulatory environment than they did before this event in history. A report commissioned by Barclays regarding the strategic transformation of the organisation, released in October 2024, indicates that the initiatives taken by the company were aimed, in part, at increasing the profitability of the company's overall operations. Building back trust after the Brexit decision is also reflected within this context. For example, Barclays has introduced new savings products in the US and simplified its pricing structures for various investments to retain customers in a low-interest-rate market. Both strategies indicate that Barclays is not only looking to compete against rivals, but also that it is trying to respond to the broader political/institutional impacts of a new environment in the UK.
Establishing political legitimacy to create strategic flexibility does not automatically mean that one can develop an innovative absolute. High levels of regulation may offer stability and may also stifle the ability to re-design at a deeper level. For Barclays, there is a political dichotomy between the desire for control over its operations and the need for innovation. On the one hand, Barclays requires some form of regulatory legitimacy to be allowed to operate, but excessive reliance on a rules-based platform for accountability may drive the organisation toward a more cautious incremental approach when, in fact, its wider business environment necessitates a much deeper level of transformational design (Lordkipanidze, 2023).
Economic factors
An organisation's economic environment is the primary force behind the banking industry in terms of overall growth and level of investment activity, as well as liquidity, the households' confidence level, and overall business performance. Banks not only react to economic conditions; they also influence them. This creates a structural presence for Barclays, but also a structural disadvantage. As such, poor financial management or strategic decision-making can rapidly undermine the organisation's level of resilience. Therefore, financial management for Barclays is not merely related to back-office functions; rather, it is a significant source of strategic capability that will ultimately determine how successfully the organisation can manage its profitability, appropriate level of risk, and long-term sustainability, especially within a volatile economic environment (Setiadi, Anwar, and Solihin, 2026).
This strategy by Barclays recently illustrates that the organisation has come to understand that these issues will impact its ability to successfully compete in the market. Barclays US CB has introduced a multi-tiered savings vehicle system in July 2024 as part of its response to changes since Brexit in the UK, which demonstrates that Barclays has taken steps to address profitability concerns by using product redesign and providing greater access to all its products. Furthermore, Barclays has redefined the determination of fees by eliminating several fees as an effort to position itself competitively against other financial firms. The analysis indicates that innovation may create short-term competitive position advantages but does not provide a clear indication of the foundation of future profitability and the evolution of banking into a more price-sensitive, digital environment.
Digital banking growth has grown with the growth of digital infrastructure; increased availability of providing the service and for users to find and compare offerings has resulted in greater competition for service providers. As a result, due to the ease of switching from one service provider to another for virtually the same product, banks' customer loyalty has become more tenuous than before due to the digital delivery methods of digital banking, thereby creating an immediate concern for Barclays' strategic direction concerning the use of digitalization and whether it enhances or detracts from the value of the bank's intermediation functions (i.e., diminishes or enhances the potential for a customer to not use the bank for transaction processing, payment functions, and any other function defined by the bank).
Social Factors
Traditionally, trust is a factor that encourages customer loyalty within the banking industry, and the basis for banks' customers establishing that trust with a bank has been based on similar physical characteristics: location, size, reputation, and dependability. In today's environment, banks are creating a greater emphasis on developing trust with their customers through being responsive to customer needs, being convenient and accessible, and having an ethical and socially responsible approach in carrying out their operations (especially regarding the issues of sustainability and inclusion). As such, it will create an increasingly difficult social environment for Barclays and other similar companies to build customer loyalty through the continued desire of customers to have security, as well as being able to access their accounts online with some level of assurance that the company is using technology legally and ethically. Barclays is facing a digital world as it transforms its business. Digital support tools (e.g., chatbots and automated service channels) can increase service speed/convenience; however, they can damage the relational trust between customer/bank if customers feel the tools used to service them are impersonal, opaque or difficult to contest. The effect of service failure in banking could lead to trust failure, especially with money or sensitive personal data (Maga and Bodlaj, 2025). 
Social legitimacy is based upon cultural context. Financial behaviour is based upon social expectations, family obligations and attitudes towards institutions. A bank using an excessively standardised digital experience might give the appearance of technical efficiency and yet lack social connection. Therefore, Barclays loses the ability to provide customers with a sense of accessibility, fairness and ethical responsibility if it assumes that simply providing good-quality digital service will allow it to retain trust in the future. Customers' future behaviours will be judged on the broader social behaviours of the institution (Koellner and Roth, 2025). 
Technological factors
The most obvious way Barclays has transformed its business is through technology. The challenge Barclays faces isn't simply determining whether it will adopt a new technology; rather, it is how those new technologies fit within the bank's vision of its future model for banking. Digital banking, AI-based decision support, and product automation are often thought of as "obvious" avenues to obtain competitive advantage; however, just adopting technology does not necessarily result in enhanced strategic performance. Technology changes customer expectations, company processes, and competition; however, it also increases complexity, creates governance issues, and adds costs to implementation (Molla et. al., 2026). This is crucial for Barclays, since recent strategies show that they want to modernise their customer offerings and pricing strategies to remain competitive.
However, digital transformation and increased coherence are not the same thing. Research on AI adoption in uncertain environments shows that technologies create value when companies know where these technologies are strategically relevant. In banking, AI is valuable when it can help improve fraud detection, service quality, and operational intelligence; however, if institutions use their digital foreign trade (e.g., AI) as a symbol of digital maturity (or digital progress) without addressing accountability and impact on users, then they risk not using their digital foreign trade effectively (Talebi et al., 2025).
In addition, business-model innovation creates additional complexities: digital transformation often fails, not because banks lack tools to transform, but rather because they try to attach new technologies to existing organisational structures without rethinking the logic and governance of service delivery. Accordingly, considering these contextual issues, Barclays faces a larger question about whether its legacy model can accommodate digital transformation without fragmentation of service, trust, and risk management (Li et al., 2024; Bortoluzzi et al., 2022).
Legal factors
The legal environment within which banking operates possesses a great deal of legal influence on Banks (including Barclays) by virtue of their obligations to manage risk, comply with reporting requirements, protect customers, conduct digital activities in a manner that meets consumer expectations and ensure the systemic stability of the banking industry. Legal compliance can produce strategic minimalism if Banks focus primarily on satisfying the legal obligations placed upon them rather than questioning whether their legacy model is currently relevant. Therefore, while compliance may provide legitimacy to the organisation, it may simultaneously discourage the organisation from moving toward an environment in which it will undertake deeper renewal efforts.
As such, the implications are significant for Barclays relative to the adjustments needed to accommodate the digital competition resulting from Brexit and increases in the accountability that is related to compliance within a Bank. The bank must adhere to tight regulatory constraints while at the same time working to modernise its operations. One risk of creating a disconnect between the legal adaptation and the strategic redesign of its operations is that Barclays may have the appearance of being compliant and modernised but maintain its functionality as a transformed organisation. As a result, the long-term challenge for Barclays will be developing a means of integrating legal accountability into a broader rethinking of the banking model, instead of treating law as an outside constraint that must be managed on a passive basis (Cromwell & Peprah, 2025).
As a result of environmental pressures, the impact of environmental issues has become a central concern for Barclays, given that sustainability is determined not just by the bank's workplace and supporting facilities' operational footprint but also by how the bank establishes its priorities for lending and provides a basis for evaluating and understanding its investments, the expectations of the bank's stakeholders, and the framework for defining the strategic legitimacy of financial institutions. On the one hand, Barclays is increasingly expected to contribute positively to the success of sustainable development initiatives, rather than be limited to just funding the growth of the economy. This represents a significant shift in how the role of the bank has evolved. Consequently, the evaluation of the sustainability of banking systems is no longer limited to a consideration of ethics but is becoming a significant factor used to evaluate how the banking model performs (Levchenko et al., 2024).
As a result, Barclays' sustainability-focused innovation is highly relevant to the bank. While Barclays does not sell physical products, the bank influences the activities that are funded versus those that are constrained from being funded. Therefore, to have significance in pursuing environmentally aligned banking, Barclays must incorporate environmentally aligned considerations into its lending practices, product development and establishment of institutional incentives. Therefore, Barclays' challenge will not be whether to communicate its commitment to sustainability, but whether to incorporate sustainability into both how capital is allocated and how risk is assessed and valued (Du, Bstieler & Yalcinkaya, 2022). Broader technological innovations like blockchain-based energy solutions are showing how the economic, technological and environmental systems are working together as a whole and becoming interrelated systems. For Barclays, this means environmental pressures have transitioned from being an external concern to being an integral part of its finance strategy. The relationship between the external environment, including the environment, and the way in which Barclays defines both the relevance and the responsibility of its business operations is changing; thus, creating an impact on how the bank focuses on its future and how it develops its current product offerings (Ahl, Brooks, et al.2022).
Strategic Response and Organisational Adaptation
Barclays has shown that it has adapted to organisational changes related to environmental changes through new structural changes, new product launches, changes in pricing, digitalization and strategic clarity in the public, which have all been helpful in recognising these existing pressures. Evidence from Barclays' 2024 reporting and the post-Brexit analysis from October 2024 indicates a visible level of adaptation on the part of the Bank, thus indicating that the Bank has not been passive in its reaction to these pressures. The Bank has attempted to sharpen its business focus, to refresh its consumer proposition, and to rebuild consumer confidence through its simpler-to-use products.
However, recognising these pressures does not necessarily indicate a correctly adapted organisation, because a large proportion of the overall response to pressure from consumers appears to have been built upon an existing model rather than fundamentally reconsidered. Thus far, Barclays' strongest responses appear to be tactical responses. Tactical responses relate to changes in pricing, new savings products, digital conveniences and restructuring activities. Although these tactical responses would improve their competitive position or assist with customer retention, they would not actually be effective in determining whether Barclays' long-term business model would be successful in a more digital, sustainability-oriented, and trust-based financial environment.
Alternative strategic responses to these pressures could include placing more emphasis on developing a holistic design of the business model, rather than creating partially separate strategic streams with respect to digital finance, customer convenience, and sustainability. By creating coherent approaches to their use of digital technology, the Bank could slow down the rate of digital transformation relative to the governance capacity of the Bank and the quality of the services provided to its customers. In addition, Barclays needs to be more discerning when choosing which forms of innovation will strengthen the long-term trust of its stakeholders, as opposed to simply improving stakeholder perceptions of how fast they are progressing.
Summary and Recommendations
Barclays is an example of an industry that is greatly affected by the changes in its external business environment. Changes such as political control, economic fluctuations, social trust, technological changes, legal accountability, and environmental pressures have created challenges for the Bank in terms of its performance and legitimacy. Barclays is publicly evidencing that it has adapted through restructuring, product redesign, digital strategy, etc.; however, there are still many areas of incomplete implementation, and partially adapted business operations remain. Barclays, on the other hand, can show evidence of being more modernised than it was previously, but will not be able to provide evidence of having undergone a total transformation.
The following are three recommendations for Barclays. First, Barclays should view its digital transformation as an opportunity to redesign its business model, rather than viewing digital transformation simply as an opportunity to expand its distribution channels. Second, Barclays should incorporate sustainability into their lending, investing and risk assessment processes; thus, moving away from viewing sustainability as simply a strategic message to their stakeholders. Third, Barclays should improve the relationship between their financial management processes, use of technology, and their relationship with the public so that their adaptations will be credible at a structural level rather than simply operationally convenient for the Bank. Although Barclays remains a prominent financial institution, its long-term viability is dependent upon its ability to make long-term transformational decisions rather than simply modernising any product or service rapidly.
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