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[bookmark: _Toc214080331]Introduction
According to Statista (2024), the United Kingdom’s pharmaceutical sector is among the world’s ten largest, representing approximately 2.4 percent of the global industry. With a 2024 annual revenue of $54.07 billion, AstraZeneca occupies the third position worldwide in terms of revenue and maintains a broad presence in oncology, respiratory, immunology, cardiovascular, renal, metabolism, and rare diseases, as reported by MedPath (2025). Statista (2024) further notes that AstraZeneca, headquartered in Cambridge, reached a market capitalization of £165 billion in 2024, propelled by its COVID-19 vaccine and strategic portfolio choices. This report uses Porter’s Five Forces to analyse AstraZeneca’s competitive forces influencing its market position.  
[bookmark: _Toc214080332]Situational Analysis
1. [bookmark: _Toc214080333]Threat of New Entrants
The pharmaceutical industry has a low threat of new entrants due to significant barriers that protect established firms like AstraZeneca, as outlined by Porter’s framework (Investopedia, 2025). According to MarketLine (2024), the high capital required for research and development, with a 0.01% drug approval success rate after 10-15 years, deters new competitors. AstraZeneca exemplifies this with $13,583 million spent on R&D in 2024, representing 25.1% of its revenue (MarketLine, 2025). Regulatory requirements from the MHRA and NICE add further complexity and cost, while patent protections granting 20-year exclusivity (Pharm Exec, 2025) and economies of scale, supported by global operations and NHS ties, strengthen incumbents’ positions (MarketLine, 2024).
2. [bookmark: _Toc214080334]Bargaining Power of Suppliers
Suppliers in the pharmaceutical sector, especially API manufacturers, possess moderate bargaining power because they control crucial inputs but also face constraints due to pharmaceutical firms’ efforts to manage costs and diversify supply chains. As outlined by MarketLine (2024), firms like Medex in the UK supply specialized APIs, often through long-term arrangements that raise switching costs for customers, but AstraZeneca and similar large corporations, as reported by MarketLine (2025), counter supplier influence through backward integration and significant R&D investments, reducing dependency. Nevertheless, where only a few suppliers can deliver specific inputs, higher prices and contractual demands may arise (Belton, 2017), highlighting the ongoing negotiation between supplier concentration and buyer strategies within the industry.
3. [bookmark: _Toc214080335]Bargaining Power of Buyers
Buyer power in the pharmaceutical industry becomes moderate to high due to the negotiating leverage of large institutional customers, particularly the UK’s NHS, which, as noted by MarketLine (2024), operates as a monopsony and determines market success by controlling medicine procurement and reimbursement. With government-imposed schemes such as the PPRS and VPAS setting rebate rates as high as 26.5 percent, pharmaceutical firms face restricted profitability. Additionally, NICE’s rigorous cost-effectiveness assessments further constrain pricing, and shrinking NHS medicine budgets augment these pressures, compelling firms such as AstraZeneca to adopt value-based pricing strategies in order to secure market access amidst intensified regulatory and financial scrutiny.
4. [bookmark: _Toc214080336]Threat of Substitutes
According to MarketLine (2024), the pharmaceutical industry faces a moderate threat of substitutes due to the availability of cost-effective generics and biosimilars, which enter the market after branded patents expire under regulatory policies that support lower prices. These alternatives significantly reduce costs for both the NHS and patients, with GP medicines averaging £3.80 compared to £20.95 for branded drugs, leading to substantial annual savings. However, the impact of substitution is limited by strict UK regulations, brand loyalty, provider switching costs, and delays in generic entry. Additionally, substitution risk varies by therapeutic area, being higher for chronic conditions but lower for innovative treatments for advanced diseases.  
5. [bookmark: _Toc214080337]Competitive Rivalry
Competitive rivalry in the UK pharmaceutical industry is strong, as MarketLine (2024) observes, because the fragmented structure means neither AstraZeneca, Novartis, nor GSK dominate, leading to intense competition from numerous global and biotech firms pursuing market share through aggressive launches, pricing, and acquisitions. Patent expirations force continuous R&D, with “patent cliff” events causing steep branded revenue declines and prompting mergers, exemplified by Pfizer’s Seagen purchase and AstraZeneca’s Fusion acquisition. The government’s prioritization of generics, divergent product differentiation, and innovation-focused strategies, along with technology integration and global market dynamics, necessitate AstraZeneca’s sustained investment, partnerships, and adaptive access strategies to remain competitive.
[bookmark: _Toc214080338]Critical Analysis and Evaluation
When examining AstraZeneca’s environment through Porter’s Generic Strategies, it becomes evident that structural industry factors require a strategic approach focused on differentiation, cost leadership, and focus, as emphasised by Andaleeb and Hasan (2016). This framework helps clarify how intense competitive rivalry, strong buyer influence, and the presence of substitutes shape AstraZeneca’s pathway to long-term competitive advantage. In particular, AstraZeneca demonstrates a commitment to broad differentiation, illustrated by a research and development spend of $13,583 million, over a quarter of its total revenue, which highlights a strong focus on unique, innovative products that support premium pricing, according to AstraZeneca (2021). The theory by Porter suggests that offering unique features valued by customers allows such firms to command higher prices, justifying the extra investment in innovation (Kotler et al, 2024).
Industry partnerships and a pipeline of advanced therapies, such as the collaboration with Daiichi Sankyo, show AstraZeneca’s use of technical differentiation to fill unmet medical needs, necessitating continuous investment given neither it nor its competitors can secure full market dominance (AstraZeneca, 2021; Agarwal and Handschuh, 2025). Innovative drugs and precision medicine, which relies on specific biomarkers and diagnostics, build brand loyalty and increase switching costs for both prescribers and patients, as argued by Yang and Smith (2025), reducing the effectiveness of biosimilars as substitutes.
Along with broad differentiation, AstraZeneca applies a focused strategy within areas like oncology and rare diseases. As described by Yang and Smith (2025), this focus is justified by the high unmet needs and the willingness of payers to support premium prices, while Agarwal and Handschuh (2025) add that rare disease market structure, with concentrated specialists, further strengthens AstraZeneca’s value proposition and pricing defences against policymakers like the NHS and NICE. Although industry dynamics could support a cost leadership approach, according to Celen et al (2023) AstraZeneca’s large investments in R&D and premium pricing make this less feasible. Instead, the company uses selected cost management practices and strategic collaborations to support sustainable margins while sustaining innovation.
[bookmark: _Toc214080339]Conclusion
The analysis reveals that AstraZeneca maintains a strong global position supported by innovation, strategic partnerships, and a broad product portfolio, but faces significant competitive pressures, regulatory scrutiny, and the threat of substitutes, especially generics and biosimilars. Buyers like the NHS wield substantial influence, impacting profitability through pricing and reimbursement controls. To sustain advantage, AstraZeneca should continue prioritising differentiation, targeted R&D investment, and strategic collaborations, especially in high-unmet-need areas. Situational analysis is essential in strategic planning, enabling companies to understand market forces, anticipate risks, and adapt to changes for sustainable growth.
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