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[bookmark: _Toc234881983]1. Introduction
GlaxoSmithKline (GSK) is a British multinational pharmaceutical and biotechnology company headquartered in London, England. It was established in 2000 through the merger of Glaxo Wellcome and SmithKline Beecham. GSK focuses on specialty medicines, vaccines, and general medicines, with key therapeutic areas including HIV, respiratory, cancer, and infectious diseases. GSK is also known for its innovative products, including the first malaria vaccine and various over-the-counter medications (Gsk.com, 2025)
As of 2024, the top 10 pharmaceutical companies (by total revenue) included: Roche, Merck & Co., Pfizer, Johnson & Johnson, AbbVie, AstraZeneca, Novartis, Sanofi, Bristol Myers Squibb, and Eli Lilly (IntuitionLabs, 2025).

GSK's share of the global pharmaceutical market is approximately £32.7 billion of industry revenue in 2025, representing about 2.4% of the global pharmaceutical market. 
[image: ]
Source: (Gsk.com, 2025)
According to CIMA, management accounting combines accounting, finance, and management techniques to support decision-making, strategy formulation, and business performance monitoring (CIMA, 2023)
For example GSK has recently bought Nuvalent which specialise in lung cancer treatment for £10.6bn (Gsk.com, 2026). Management accounting would have provided an analysis and indicated that the return on investment if GSK bought this firm, given the increase in cancer rates (ScienceDaily, 2026).
[bookmark: _Toc234881984]2. GSK’s Cost Analysis and Business Model 
[bookmark: _Hlk234257696]GSK is a research-based biopharmaceutical company that creates value through the discovery, development, manufacturing, and commercialisation of prescription medicines and vaccines. Following the demerger of its consumer healthcare business in 2022, GSK’s business model is focused on three revenue-generating segments: Specialty Medicines, Vaccines, and General Medicines. In 2025, GSK generated £32.7 billion in turnover, of which £13.5 billion (41%) came from Specialty Medicines, £9.2 billion (28%) from Vaccines, and £10.0 billion (31%) from General Medicines. Its largest therapeutic areas are HIV, oncology, respiratory disease, immunology, and infectious diseases (Gsk.com. 2025).
      Gsk’s consolidated income statement
      For the year ended 31 December 2025
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                                                                                        Source: (Gsk.com. 2025).

[bookmark: _Toc234881985]2.1. Revenue Model
[bookmark: _Hlk234844130]GSK is primarily a product-sales business.  Revenue mainly comes through the sale of patented pharmaceuticals and vaccines. The company’s revenue model relies heavily on intellectual property rights, which provide temporary market exclusivity and allow premium pricing during patent-protected periods. High-performing products such as the HIV portfolio, Shingrix, and Trelegy generate significant cash flows that fund future research and development activities. In addition to product sales, GSK earns income through licensing agreements, royalties, and strategic collaborations with other pharmaceutical companies. This model aligns with the broader pharmaceutical industry, where innovation and patent protection are key drivers of profitability (Gsk.com, 2025; Umbrex, 2026).
[bookmark: _Toc234881986]2.2. Cost Structure
GSK (GlaxoSmithKline) does not publish a standalone "cost structure" document, but rather details its cost base in its comprehensive annual financial disclosures. The overarching operational and cost structure is detailed across multiple official reports, breaking down expenditures into Cost of Sales, SG&A (Selling, General, and Administration), R&D (Research & Development), and Restructuring.
Key Cost Structure Components
· Costs required to produce GSK's specialty medicines, vaccines, and general medicines.
· Selling, General, and Administration (SG&A): The largest overhead and commercial cost block. This includes global sales force expenses, marketing operations, legal/compliance costs, and corporate administrative functions. GSK SG&A expenses for 2025 were $11.984B, a 14.86% decline from 2024 which had expenses of $14.076B (Macrotrends, 2026a). 
· [bookmark: _Hlk233297489]Research & Development (R&D): Major investments in clinical trials, scientific platforms, and drug discovery. GSK consistently allocates a significant portion of total turnover (typically 14% plus) to its R&D pipeline. In 2025, GSK invested £6.6 billion in core R&D across our portfolio, up 9% AER and 11% CER on 2024. They have 58 assets in our pipeline with over half of these coming through business development (Gsk.com, 2025).
· Restructuring Costs: Ongoing operational transformation and site optimization expenses designed to improve long-term margins. GSK is axing up to around 350 research and development jobs across the US and UK as part of an ongoing overhaul of the division (Williams, 2026).

Variable costs increase with production and sales volumes and include raw materials, active pharmaceutical ingredients, packaging, distribution, logistics, and certain marketing expenses. Vaccine production also requires specialised biological inputs that vary according to output levels. However, once a medicine has been developed and approved, the marginal cost of producing additional units is relatively low compared with the original R&D investment. As a result, pharmaceutical firms often benefit from economies of scale and relatively high profit margins on successful products. 
Overall, GSK’s business model is characterised by high fixed costs associated with innovation and comparatively lower variable production costs. Consequently, long-term success depends on maintaining a strong pipeline of patented medicines and vaccines capable of generating sufficient revenue to recover substantial R&D investments and support future growth (Gsk.com, 2025).
[bookmark: _Toc234881987]3. The Role of Budgeting in GSK's Operations 
Budgeting plays a critical role in GSK's operational and strategic management by enabling the company to allocate resources efficiently, control costs, support research and development (R&D), and achieve long-term financial objectives. As a research-based biopharmaceutical company, GSK operates in an industry characterised by high capital investment, lengthy product development cycles, and significant regulatory requirements. Consequently, budgeting provides a framework for prioritising investment in high-value projects while ensuring financial discipline across the organisation (Drury, 2021; GSK, 2025).
One of GSK's largest budget allocations is directed towards research and development (R&D), which is essential for maintaining a competitive pipeline of medicines and vaccines. Budget planning enables management to evaluate investment opportunities, forecast future cash flows, and allocate funding to clinical trials, manufacturing capacity, regulatory compliance, and commercial activities. Budgeting also supports performance evaluation by comparing actual expenditure with planned expenditure, allowing management to identify variances and implement corrective actions (GSK, 2025).
 
The year-on-year change in operating expenses reported in GSK’s 2025 Annual Financial Statement reflects a notable decline compared with 2024, signalling both internal managerial actions and external macroeconomic influences. According to Google Finance and GSK's 2025 Annual Report, GSK's operating expenses declined year-on-year. Operating expenses decreased from approximately US$34.96 billion in 2024 to US$32.62 billion in 2025, representing a reduction of around 6.7% (Macrotrends, 2026). This reduction is primarily attributed to lower significant legal charges and contingent consideration liabilities, which had materially inflated operating costs in the prior year. The company’s management emphasised improved SG&A (selling, general, and administrative expenses) productivity and more disciplined allocation of research and development expenditure, indicating a strategic shift towards cost efficiency and targeted investment in late-stage pipeline assets (GSK, 2025).
Internally, GSK’s continued focus on high-margin Specialty Medicines contributed to enhanced operating leverage. The strong commercial performance of this portfolio segment enabled the organisation to sustain revenue growth without proportionate increases in operating costs. This aligns with broader strategic trends in the pharmaceutical sector, where firms increasingly prioritise specialised therapeutics to improve profitability (PwC, 2024).
Externally, macroeconomic conditions also played a role in shaping the reported decline in expenses. Currency movements, particularly the relative strength of sterling, contributed to lower reported costs when translated into US dollars, reflecting the sensitivity of multinational pharmaceutical firms to exchange rate fluctuations. Additionally, global inflationary pressures moderated in 2025, reducing input cost volatility across manufacturing and logistics. The post-pandemic stabilisation of healthcare demand further eased operational pressures, allowing GSK to normalise expenditure following the heightened legal and restructuring costs experienced in 2024.
Overall, the decline in operating expenses in 2025 demonstrates a combination of effective managerial cost control and favourable external conditions. These developments strengthened GSK’s operating margin and positioned the company for improved financial resilience and strategic growth in subsequent periods.
[bookmark: _Toc234881988]4. GSK’s Performance Measurement and Decision Making 
Key Performance Indicators (KPIs) are quantifiable measures used to assess whether an organisation, business unit, or project is achieving its strategic objectives. In strategic management, KPIs provide an evidence‑based foundation for evaluating performance, guiding managerial decisions, and ensuring alignment between operational activities and long‑term goals. For GSK, KPIs are integral to monitoring financial outcomes, innovation capability, sustainability commitments, and organisational effectiveness as the company advances its ambition to be a leading biopharmaceutical firm (Hennigan, 2024).
 
[bookmark: _Hlk234854646][bookmark: _Hlk234852004]The 2025 Annual Report highlights several KPIs that reflect GSK’s financial strength, research productivity, sustainability commitments, and organisational culture. First, Group Turnover reached £32.7 billion, representing 4% growth at actual exchange rates and 7% at constant exchange rates. This KPI demonstrates GSK’s ability to expand its market position and generate consistent revenue. Second, Core Operating Profit increased to £9.8 billion, an 11% CER rise, signalling improved operational efficiency driven by higher sales and targeted productivity initiatives (Gsk.com, 2025)
 
Innovation performance is measured through the R&D Pipeline, which in 2025 included 58 pipeline assets, 17 Phase III or registration programmes, five major approvals, and 14 new collaborations and acquisitions. These non‑financial KPIs indicate strong future revenue potential and sustained investment in biopharmaceutical innovation (Gsk.com, 2025)
 
GSK’s Responsible Business Performance Rating reached 92%, covering sustainability, ethics, product governance, inclusion, and global health (Gsk.com, 2025a). The company achieved a 45% reduction in operational carbon emissions from its 2020 baseline, sourced 100% imported renewable electricity, contributed £6 million to the Global Fund through ViiV Healthcare, and supplied 560 million doses to lower‑income countries advancing its goal of reaching 1.3 billion people by 2030 (Potter, 2026). Finally, Employee Engagement remained above 80% for the third consecutive year, reflecting strong organisational culture, motivation, and talent retention (Gsk.com, 2025). 
These KPIs directly shaped strategic decisions in 2025. Strong financial performance in Specialty Medicines particularly HIV, oncology, and respiratory therapies encouraged increased investment in high‑growth therapeutic areas while reducing reliance on lower‑growth General Medicines. The robust R&D pipeline and new collaborations supported continued acquisitions and licensing agreements to strengthen late‑stage assets. Productivity data informed more efficient SG&A expenditure, enabling GSK to maintain increased R&D investment without resorting to broad cost‑cutting measures. Instead, resources were strategically reallocated toward oncology, vaccines, and innovative medicines with higher long‑term potential.
Non‑financial KPIs also guided decision making. Sustainability achievements reinforced investment in environmental and global health programmes, while strong employee engagement supported leadership development and cultural initiatives. Together, these KPIs illustrate GSK’s Balanced Scorecard approach, enabling the company to balance short‑term profitability with innovation, sustainability, and long‑term shareholder value (Gsk.com, 2025). 
 
[bookmark: _Toc234881989]5. GSK's Integration of Sustainability into Financial Decision-Making and         Ethical Cost Management
Rather than treating sustainability as a separate corporate responsibility initiative, GSK incorporates ESG objectives into business planning and investment decisions to support long-term value creation. The company's Responsible Business Performance Rating (RBPR) measures performance across six strategic areas: access to healthcare, global health and health security, environmental sustainability, inclusion, ethical standards, and product governance. In 2025, 92% of these performance metrics were either met or exceeded, demonstrating that sustainability performance is directly monitored alongside financial performance (Gsk.com. 2025). 
Furthermore, GSK reported a 14% reduction in Scope 1 and Scope 2 operational carbon emissions in 2025, reflecting continued investment in low-carbon operations and resource efficiency as part of its long-term financial strategy. Climate-related risks are also integrated into enterprise risk management and financial governance through oversight by both Sustainability and Finance committees, ensuring that environmental risks are considered in strategic investment decisions (Gsk.com. 2025). 
Ethical considerations also play a significant role in GSK's cost management and pricing strategies. As a global pharmaceutical company, GSK seeks to balance profitability with patient access to medicines and the benefits they bring to patients and healthcare systems. The company applies tiered and responsible pricing strategies, particularly for vaccines and essential medicines in low- and middle-income countries, while collaborating with organisations such as Gavi to improve global vaccine accessibility. In 2025, GSK supplied 99 million doses of critical vaccines through Gavi, illustrating how pricing and distribution decisions support both commercial sustainability and public health objectives (Gsk.com. 2025). Cost management decisions similarly reflect ethical priorities by maintaining investment in research and development while pursuing operational efficiencies through productivity improvements rather than reducing investment in innovation. This approach enables GSK to manage costs responsibly without compromising medicine quality, patient safety or future scientific advancement (Gsk.com. 2025). 
Academic research suggests that integrating sustainability and ethical governance into financial decision-making enhances long-term organisational resilience, stakeholder trust and corporate performance (Eccles, Lee and Stroehle, 2020). Consequently, GSK demonstrates that sustainable financial management involves balancing shareholder returns with social responsibility, ethical pricing, and long-term healthcare outcomes. 
[bookmark: _Toc234881990]6. Conclusion and Recommendations 
GSK’s 2025 performance reflects a resilient and innovation‑centred business model supported by strong revenue growth, disciplined budgeting, and sustained investment in high‑value therapeutic areas. The company’s cost structure characterised by high fixed R&D expenditure and comparatively low marginal production costs continues to benefit from economies of scale and strategic resource allocation. Performance measurement through financial and non‑financial KPIs, including achieving 92% of Responsible Business metrics and supplying 99 million vaccine doses through Gavi, demonstrates GSK’s commitment to ethical governance and long‑term value creation. Overall, the evidence indicates that GSK effectively integrates sustainability, financial discipline, and strategic decision‑making to enhance organisational resilience.
Recommendations
1. Adopt ROI‑driven R&D portfolio optimisation to strengthen investment decisions in oncology, HIV, and vaccines.
2. Implement activity‑based costing (ABC) to improve cost visibility across SG&A and manufacturing processes, supporting margin enhancement.
3. Expand sustainability‑linked budgeting frameworks to embed carbon‑reduction targets into financial planning and reinforce progress following the 14% emissions reduction reported in 2025.
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2025 2024 2023

Notes £m £m £m

Turnover 6 32,667 31376 30,328
Cost of sales (9,017) (9.048) (8,565)
Gross profit 23,650 22328 21763
Selling, general and administration (9,088) @m015) (9.385)
Research and development (7.525) (6.401) (6.223)
Royalty income 879 639 953
Other operating income/(expense) 7 16 (1530) (363)
Operating profit 8 7.932 4,021 6,745
Finance income n 169 122 ns
Finance expense 12 (701) (669) @92)
Share of after tax profit/(loss) of associates and joint ventures 13 1 [©) ®
Profit/(loss) on disposal of interests in associates and joint ventures = 6 1
Profit before taxation 7401 3.477 6,064
Taxation 14 112) (526) (756)
Profit after taxation 6,289 2951 5308
Profit attributable to non-controlling interests 573 376 380
Profit attributable to shareholders 5716 2575 4928
6,289 2951 5,308

Basic eamings per share (pence) 15 1411 632 1216
Diluted earnings per share (pence) 15 138.8 622 9.9
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