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[bookmark: _Toc235214089]1. Introduction 
In today's banking industry, competitive advantage depends not only on financial performance but also on the quality of strategic decision-making. Barclays PLC, one of the United Kingdom's largest banking and financial services groups and a constituent of the FTSE 100 Index, demonstrates how management accounting supports those decisions within a complex and highly regulated business environment. Operating across retail banking, investment banking, wealth management and consumer finance, Barclays serves more than 48 million customers worldwide. In 2025, the Group reported total income of £29.1 billion, profit before tax of £9.1 billion and a Return on Tangible Equity (RoTE) of 11.3%, reflecting improved profitability alongside continued investment in digital transformation, operational resilience and shareholder value (Barclays PLC, 2025). Within this context, management accounting provides managers with the information required to allocate resources, evaluate performance, manage risk and support long-term strategic objectives (Seal and Rohde, 2018; Atrill and McLaney, 2024; Chartered Institute of Management Accountants (CIMA), 2023). Accordingly, this report evaluates how management accounting influences Barclays' strategic decision-making through cost analysis, budgeting, performance measurement and sustainability before presenting evidence-based recommendations for future improvement.

[bookmark: _Toc235214090]2. Cost Analysis and Business Model 
[bookmark: _Toc235214091]2.1 Revenue Model
Barclays' diversified revenue model represents a deliberate strategic decision rather than simply the characteristic of a large international bank. During 2025, the Group generated income from Barclays UK, the Investment Bank, Private Bank, Wealth Management, and the US Consumer Bank, reducing dependence on any single market while strengthening financial resilience (Barclays PLC, 2025). The Investment Bank remained the largest contributor, generating approximately £13.0 billion of income, followed by Barclays UK with around £8.3 billion. These figures are significant not because of their size, but because they require management to determine whether each business division generates sufficient returns to justify the capital, resources and regulatory commitments invested. Management accounting, therefore, evaluates profitability alongside risk-adjusted returns, capital utilisation and long-term value creation rather than focusing on revenue growth alone (Seal and Rohde, 2018; Drury, 2021; Atrill and McLaney, 2024; IFAC, 2023). Comparing 2024 with 2025 indicates that Barclays continued to prioritise disciplined capital allocation while maintaining a balanced business portfolio. What if interest rates declined or customer borrowing slowed? Scenario planning and management accounting information would enable executives to reassess lending, pricing and investment priorities before financial performance deteriorated, supporting proactive rather than reactive decision-making (CIMA, 2023; Kaplan and Atkinson, 2019).

[bookmark: _Toc235214092]2.2 Cost Structure
Cost behaviour within Barclays is considerably more complex than the traditional distinction between fixed and variable costs. Fixed costs are expenses that remain relatively constant regardless of business activity, such as employee salaries, regulatory compliance and core technology infrastructure. In contrast, variable costs fluctuate with operational activity and include transaction processing, payment processing, customer acquisition and performance-related incentives (Drury, 2021; Atrill and McLaney, 2024). Employee remuneration, regulatory compliance and core technology infrastructure remain relatively fixed, whereas transaction processing, customer acquisition and performance-related incentives vary according to business activity (Atrill and McLaney, 2024). However, Barclays' continued investment during 2025 in artificial intelligence, cloud technology, cyber-security and digital banking demonstrates that many strategic expenditures cannot be assessed using accounting classifications alone (Barclays PLC, 2025). Although these investments increased operating costs in the short term, management expected them to improve efficiency, strengthen operational resilience and reduce future servicing costs. The central management question, therefore, becomes whether today's expenditure creates tomorrow's competitive advantage. What if Barclays had focused solely on reducing operating costs to improve annual profits? Short-term profitability may have increased, but weaker innovation, reduced cyber resilience, and declining customer experience could ultimately have damaged long-term shareholder value. Management accounting supports decisions that optimise, not simply minimise costs, by balancing financial discipline with strategic investment, consistent with contemporary strategic management accounting principles (IFAC, 2023; Drury, 2021). This provides the foundation for the discussion of budgeting and financial planning in the following section.

[bookmark: _Toc235214093]3. Budgeting and Financial Planning 
[bookmark: _Toc235214094]3.1 Budgeting as a Strategic Management Tool
Budgeting at Barclays is far more than an annual financial exercise; it is a mechanism for translating strategic priorities into measurable actions. Throughout 2025, management continued delivering the Group's three-year strategy by directing resources towards digital transformation, artificial intelligence, operational simplification and customer experience while maintaining disciplined capital management (Barclays PLC, 2025). The value of the budget lies not in limiting expenditure but in ensuring that financial resources are invested where they are expected to generate the greatest long-term return. Compared with 2024, Barclays placed greater emphasis on balancing investment with efficiency, demonstrating that sustainable profitability depends on informed resource allocation rather than cost reduction alone. Management accounting supports this process through forecasting, variance analysis and scenario planning, enabling managers to respond quickly to changing interest rates, customer behaviour and regulatory developments before they materially affect performance (Seal and Rohde, 2018; Drury, 2021; Atrill and McLaney, 2024). This forward-looking approach is consistent with guidance from IFAC (2023), which emphasises that effective budgeting should support strategic decision-making rather than merely control expenditure. Similarly, Horngren et al. (2021) argue that budgets are most valuable when they align operational activities with long-term organisational objectives. Budgeting becomes a forward-looking decision-support tool rather than a record of historical spending.
[bookmark: _Toc235214095]3.2 Operating Expenses and Financial Planning
Barclays' operating expenditure during 2025 reflected deliberate strategic choices rather than uncontrolled cost growth. The Group continued investing in cloud infrastructure, cyber-security, AI-enabled services and the integration of Tesco Bank while pursuing operational efficiencies across the business (Barclays PLC, 2025). Although operating expenses increased, management expected these investments to strengthen productivity, improve resilience and reduce future servicing costs. In addition, external macroeconomic factors, including persistent inflation, higher interest rates and increased regulatory expectations during 2025, contributed to higher operating costs across the banking sector, requiring Barclays to balance cost control with continued strategic investment (Barclays PLC, 2025). The more important question is therefore not whether expenditure increased, but whether it created sustainable value. What if Barclays had pursued aggressive cost reductions instead of investing in technology? Short-term profits might have improved, yet weaker innovation, slower digital development and greater operational risk could have undermined long-term competitiveness. Management accounting provides the framework for evaluating these trade-offs by combining financial evidence with strategic objectives, ensuring that today's spending decisions support tomorrow's performance (Kaplan and Atkinson, 2019; CIMA, 2023). Atrill and McLaney (2024) further note that effective financial planning requires managers to balance cost control with investments that generate future value, while Horngren et al. (2021) emphasise that planning and performance evaluation should operate as an integrated process. This relationship between planning, investment and performance naturally leads to the evaluation of financial and non-financial indicators discussed in the following section.

[bookmark: _Toc235214096] 4. Performance Measurement and Decision-Making 
[bookmark: _Toc235214097]4.1 Measuring Strategic Performance
Performance measurement enables Barclays to evaluate whether strategic decisions are delivering sustainable value rather than simply reporting financial outcomes. During 2025, the Group improved its Return on Tangible Equity from 10.5% to 11.3%, increased profit before tax to £9.1 billion and strengthened earnings per share, demonstrating that profitability improved despite continued investment in technology and business transformation (Barclays PLC, 2025). Management also monitored the cost-to-income ratio, the CET1 capital ratio and tangible net asset value to assess efficiency, financial resilience and capital strength. However, these financial indicators represented only part of the evaluation. Growth in digital customer adoption, operational resilience, customer experience and organisational capability provided additional evidence that investment in artificial intelligence, cloud infrastructure and service innovation was supporting Barclays' long-term strategy. This integrated approach closely reflects the Balanced Scorecard, where financial performance is interpreted alongside customer, internal process and organisational learning measures to provide a broader understanding of organisational success (Kaplan and Atkinson, 2019; Seal and Rohde, 2018). Kaplan and Norton (1996) argue that organisations achieve stronger strategic alignment when non-financial indicators complement financial measures, while Neely (2007) similarly emphasises that effective performance measurement requires a balanced set of indicators linked directly to organisational strategy. IFAC (2023) also recognises integrated performance measurement as a key component of effective strategic management.

[bookmark: _Toc235214098]4.2 Strategic Decisions Supported by Financial and Non-Financial KPIs
Performance information directly influenced Barclays' strategic decisions throughout 2025. Continued investment in artificial intelligence, cyber-security, digital banking and the integration of Tesco Bank increased operating expenditure, yet management viewed these initiatives as investments in future capability rather than short-term costs (Barclays PLC, 2025). The evidence supported that judgment: stronger profitability, improved capital strength and greater operational efficiency indicated that disciplined investment and financial control were working together. These performance indicators provided management with evidence to continue investing in digital transformation, complete the Tesco Bank integration and strengthen operational resilience rather than pursuing aggressive cost-cutting measures, reflecting a strategy focused on sustainable long-term growth. Equally important, non-financial measures demonstrated that customer expectations, digital engagement and operational resilience continued to improve, reinforcing confidence in the Group's long-term direction. What if management had focused exclusively on improving Return on Tangible Equity by reducing investment in technology or customer services? Annual profits might have increased temporarily, but weaker innovation, declining customer confidence and higher operational risk could ultimately have reduced shareholder value. Consequently, effective performance measurement is not about achieving individual targets but about interpreting financial and non-financial evidence collectively to support informed strategic decisions. Management accounting enables Barclays to balance immediate financial performance with sustainable long-term value creation (CIMA, 2023; Drury, 2021). This holistic approach is consistent with Kaplan and Norton (1996), who argue that long-term competitive advantage depends upon balancing financial outcomes with customer value, internal processes and organisational learning. Likewise, IFAC (2023) highlights that performance information should support continuous strategic decision-making rather than simply monitor historical results.

[bookmark: _Toc235214099]5. Sustainability and Ethical Considerations 
[bookmark: _Toc235214100]5.1 Sustainability, Ethics and Long-Term Value
For Barclays, sustainability has become an integral element of strategic decision-making rather than a separate corporate responsibility initiative. As the banking sector faces increasing regulatory expectations, climate-related risks and changing stakeholder priorities, management must evaluate business decisions using both financial and non-financial information. During 2025, Barclays continued to expand sustainable and transition finance, strengthen climate-related reporting, invest in digital capability and reinforce financial crime and cyber-security controls, reflecting its commitment to resilient long-term growth (Barclays PLC, 2025). These initiatives required significant resources, yet management judged that the expected benefits extended beyond immediate financial returns. The more important question is whether today's investment reduces future risk, strengthens customer confidence and protects the organisation's long-term competitive position. Management accounting supports this evaluation by comparing projected benefits with the resources committed and by assessing whether strategic objectives remain aligned with shareholder expectations, regulatory requirements and operational resilience (Seal and Rohde, 2018; Drury, 2021). This perspective is consistent with IFAC (2023), which recognises sustainability as an integral part of long-term value creation, while the IFRS Foundation (2023) highlights that high-quality sustainability disclosures improve organisational transparency and support better investment decisions. ICAEW (2024) further emphasises that integrating sustainability into management processes strengthens organisational resilience and strategic performance.

[bookmark: _Toc235214101]5.2 Ethical Decision-Making and Sustainable Performance
Ethical decision-making is equally important because trust represents one of Barclays' most valuable strategic assets. A decision that improves short-term profitability but weakens governance, customer confidence or regulatory compliance is unlikely to create sustainable shareholder value. Compared with previous years, Barclays placed greater emphasis during 2025 on responsible growth by combining financial performance with stronger governance, operational resilience and long-term stakeholder value (Barclays PLC, 2025). What if management focused exclusively on maximising annual profit by reducing investment in compliance, cyber-security or climate-related initiatives? Although reported earnings could improve temporarily, the organisation would face greater regulatory exposure, reputational damage and operational risk, ultimately undermining future performance. Management accounting extends beyond measuring costs and profits; it provides a framework for balancing commercial objectives with environmental, social and governance priorities so that strategic decisions remain financially sound, ethically responsible and sustainable over time (CIMA, 2023; Kaplan and Atkinson, 2019). Ethical considerations also influence pricing decisions, as Barclays must ensure that interest rates, lending charges and customer fees remain commercially sustainable while remaining transparent, fair and compliant with regulatory expectations. IFAC (2023) similarly argues that ethical governance and sustainable resource allocation are fundamental to effective management accounting, while ICAEW (2024) notes that responsible decision-making improves stakeholder confidence and supports long-term organisational success.
 
 
 
 


[bookmark: _Toc235214102]6. Conclusion and Recommendations
[bookmark: _Toc235214103]6.1 Recommendations
Based on the findings of this report, Barclays should continue strengthening its management accounting practices to support sustainable long-term performance. First, the Group should expand the use of artificial intelligence, predictive analytics and real-time dashboards to improve forecasting, scenario planning and resource allocation (IFAC, 2023). Second, Barclays should integrate environmental, social and governance (ESG) measures with financial KPIs to support balanced strategic decision-making and sustainable value creation (Atrill and McLaney, 2024). Finally, management should further develop dynamic budgeting by regularly reviewing macroeconomic conditions, regulatory changes and customer behaviour, enabling faster responses to emerging risks while maintaining financial discipline (Seal and Rohde, 2018).

[bookmark: _Toc235214104]6.2 Conclusion
This report concludes that management accounting plays a strategic role within Barclays by supporting budgeting, cost management, performance measurement and sustainability initiatives. Evidence from the 2025 Annual Report demonstrates that effective management accounting enables better resource allocation, stronger operational resilience and sustainable long-term value creation. Consequently, integrating financial and non-financial information will remain essential for maintaining competitiveness and supporting informed strategic decision-making in a rapidly changing banking environment.
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