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1. Executive Summary

This report takes an in-depth look at the strategic position of Pharmacy2U (P2U), a leading
online pharmacy in the UK that operates as an SME within the fast-growing digital
healthcare sector. It examines the organisation’s current mission, vision and strategic
direction, and evaluates its internal and external environment through tools such as
PESTEL, Porter’s Five Forces, SWOT and Value Chain Analysis.

The report also explores possible growth paths for the business using models like the Ansoff
Matrix and Porter’s Generic Strategies, ultimately recommending a long-term strategy based
on differentiation through digital health integration. A stakeholder analysis, using Mendelow’s
Matrix and the RACI framework, helps clarify the influence and expectations of key internal

and external groups.

The last section presents strategic recommendations that consider the typical challenges

faced by SMEs, including resource limitations, regulatory demands and competitive

pressures.




2. Introduction

Pharmacy2U is a UK-based online pharmacy established in 1999 and is widely recognised
as one of the first companies to transform how prescriptions are ordered and delivered in the
UK (Pharmacy2U, 2023). As a small and medium-sized enterprise (SME), it provides a
range of services including NHS repeat prescriptions, private prescriptions, over-the-
counter medicines, health products, and nationwide home delivery. What makes
Pharmacy2U stand out is its digital first approach -, supported by an advanced automated
dispensing facility and seamless integration with NHS digital systems—features that allow it
to offer a highly convenient service to patients across the UK (NHS Digital, 2023;
Deloitte,2022).

Products and Services
Pharmacy2U provides a wide range of healthcare services, such as:
e NHS repeat prescriptions.
e Private medical prescriptions
e Over the counter (OTC) medicines and wellness products
e Online doctor services through partner organisations
¢ Home delivery of medication

Customers can request their prescriptions through the company’s website or mobile app.
Pharmacy2U then works electronically with GP surgeries to authorise the prescription and
delivers the medication directly to the patient’s doorstep (Pharmacy2U,2023). This
streamlined process eliminates the need for patients to visit a physical pharmacy, making it
especially beneficial for people with mobility issues, busy lifestyles, or long-term health

conditions requiring regular medication.
Business Model

Pharmacy2U operates using a direct-to-consumer (D2C) digital business model, which
means it interacts directly with patients without relying on traditional brick-and-mortar
pharmacies. Its main sources of revenue include NHS dispensing fees, sales of OTC

products, private prescription fees, and collaborations with healthcare providers.
This model is supported by several key elements:

e A strong technological platform for digital ordering and prescription tracking



o Highly automated warehouse facilities that enable fast and accurate dispensing

e Reliable delivery partnerships with Royal Mail and other couriers

e Alean operational structure that reduces costs and increases efficiency.
Together, these features allow Pharmacy2U to scale its operations while keeping service.
Uniqueness
Pharmacy2U brings several unique strengths to the digital pharmacy sector, including:

o First-mover advantage: It was the first online pharmacy service in the UK, giving it

early access to digital prescription innovations (Deloitte, 2022).

o Advanced automation: Its automated dispensing centres enable high-volume and

error-reduced prescription fulfilment.

o Deep NHS integration: The system connects directly with the NHS Electronic

Prescription Service (EPS), enabling a smooth digital prescription process.

e Focus on convenience: By combining home delivery with a user-friendly digital
platform, Pharmacy2U offers patients a level of convenience that traditional

pharmacies often struggle to match.

Thanks to these strengths, Pharmacy2U has grown into one of the UK’s leading digital
prescription service providers. Nevertheless, it is still officially classified as an SME, which
means it faces some of the typical challenges associated with limited resources, funding

constraints, and increasing competitive pressure from larger pharmacy chains.

3. Appraising the Current Strategic Direction and Goals of

Pharmacy2U
Vision

Pharmacy2U’s vision is to be “a world-leading, patient-focused provider of digital
healthcare,” aiming to offer confidence, choice, and convenience to patients (Pharmacy2U,
2023). This aligns with national trends promoting digital access to healthcare and electronic
prescription services (NHS Digital, 2023). The company’s early involvement in piloting the
NHS Electronic Prescription Service (EPS) in 2002 demonstrates how its operations reflect

this digital vision in practice (Pharmacy2U, 2023).

However, the vision is broad and does not clearly show how Pharmacy2U will achieve or

sustain a “world-leading” position. Strategic theory suggests that visions must indicate a



pathway to competitive advantage, not just aspirations (Lynch, 2018). With growing
competition from Boots Online, Lloyds Direct and Amazon Pharmacy, the vision could be

strengthened by more explicit differentiations.
Mission

Pharmacy2U’s mission is to “put our patients in control of their healthcare, providing clarity
and convenience” (Pharmacy2U, 2023). This is reflected in services such as online ordering,
automated reminders, and home delivery. For example, Pharmacy2U reported a 68%
increase in patients using the NHS New Medicine Service in 2023, showing progress in
improving convenience and support (Digital Health, 2023). The firm’s automated dispensing
system, with 99.998% accuracy, also supports the mission’s emphasis on safety and
reliability (UK Parliament Committees, 2023).

Critically, the mission focuses mainly on convenience and efficiency rather than broader
value such as long-term health outcomes or personalised care. According to Hitt, Ireland and
Hoskisson (2017), strong mission statements should highlight distinctive value creation.
Pharmacy2U may therefore need to expand its mission to reflect wider patient needs beyond

convenience.
Strategic Objectives
Pharmacy2U’s main strategic objectives include:

e Increasing patient numbers and prescription volumes (over 1.6 million patients
served) (Pharmacy2U, 2023).

e Improving efficiency and accuracy through automation (99.998% accuracy rate) (UK

Parliament Committees, 2023).

e Supporting NHS cost savings, with its model claimed to be 16—29% cheaper
(Pharmacy2U, 2023).

These objectives reflect a strategy focused on cost-leadership and operational efficiency,
consistent with Porter’s (1980) model. While the objectives are measurable and relevant,
many lack clear time-bound targets, reducing their effectiveness under the SMART criteria
(Kaplan & Norton, 1996).

A potential risk is strategic convergence, where competitors adopt similar digital tools,

reducing differentiation (Porter, 1996). Pharmacy2U’s objectives show limited focus on



innovation or personalised digital health, which may be necessary for long-term competitive

advantage.

4. Internal Environment Swot analysis
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STRENGHTS WEAKQESSE OPPORTUNITY THREATS

Strengths

Large-scale operations: Pharmacy2U dispenses millions of prescription items

monthly. This scale gives it efficiency, cost advantages, and strong brand visibility.

Strong digital presence: It was one of the first online pharmacies in the UK and is

now the biggest, benefiting from early entry and strong brand recognition.

Convenience for patients: Prescription reminders, app-based ordering, and home

delivery make it attractive to elderly and repeat-prescription users.

Automation and technology: Its central hubs use robotics and intelligent systems,

helping reduce errors and costs.

Weaknesses

Not yet consistently profitable: Despite high revenues, Pharmacy2U continues to

report losses, showing that scaling does not always guarantee strong margins.

Highly dependent on NHS reimbursements: Most income comes from NHS

prescriptions, which face ongoing funding pressures.

Limited personal interaction: Unlike local pharmacies, Pharmacy2U lacks face-to-

face service, which some patients still prefer.

Reliant on postal services: Any disruption in delivery (postal strikes, delays) directly

affects customer satisfaction.



Opportunities

¢ Rising demand for digital healthcare: People are increasingly comfortable with

remote services, especially after COVID-19.

« Community pharmacy closures: Many high-street pharmacies are closing due to

financial pressures, creating space for digital services like Pharmacy2U.

o Growing private-pay markets: There is rising demand for privately paid services,

such as weight-loss medications and lifestyle treatments.

o Partnerships with NHS and telehealth providers: Increasing integration with GP

systems and the NHS app creates more sustainable demand.
Threats

o Strong competition: Boots, Lloyds, Well Pharmacy, and other retailers are heavily

investing in their online prescription services.

e Strict regulations: Online pharmacies are under close watch by regulatory bodies

due to safety, advertising, and patient data requirements.

o Fake online pharmacies: Growing concerns about illegal websites selling medicines

online could affect trust in digital pharmacies.

¢ Medicine shortage: Global shortage of key medications makes it harder to meet

customer expectations.



Value Chain of Pharmacy 2u
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Political

NHS support for digital prescriptions through the Electronic Prescription Service

(EPS) directly enables Pharmacy2U’s online dispensing model. However, changes in

NHS funding or reimbursement policies may affect revenue streams (NHS Digital,

2023).




Economic

Pharmacy2U relies heavily on NHS prescription fees, so reduced NHS budgets and
rising delivery and technology costs can lower profit margins (King’s Fund, 2023).
Social

An ageing population and increased long-term conditions, such as diabetes and
hypertension, raise demand for repeat prescriptions and home delivery—core
services provided by Pharmacy2U (ONS, 2023).

Technological

Use of robotics, Al, apps, and EPS improves dispensing accuracy, speed, and patient
convenience, supporting Pharmacy2U’s remote pharmacy model (Pharmacy
Magazine, 2023).

Environmental

Growing expectations for eco-friendly packaging and lower transport emissions push
Pharmacy2U to adopt greener delivery solutions, aligning with sustainability goals
(DEFRA, 2023).

Legal

As an online pharmacy, Pharmacy2U must comply with strict GPhC rules, GDPR

data protection, and advertising standards. Breaches can lead to fines or suspension.

[

Environmental
Technological




Porter’s Five Forces — How Competitive Is the Market?
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Positioning

Pharmacy2U positions itself as a modern, digital-only pharmacy that aims to make getting
medicine easier and more convenient than traditional high-street pharmacies. Instead of
waiting in queues or visiting local stores, customers can order their NHS prescriptions online
and have them delivered straight to their homes (Pharmacy2U, 2.7 yrs ago) .This focus on
convenience, speed, and digital access sets Pharmacy2U apart from traditional pharmacy

businesses.

Another key strength is its close partnership with the NHS, which helps build trust and gives
it access to many patients. The company uses advanced technology and automated
systems to process prescriptions quickly and efficiently, allowing it to handle a much higher

volume than smaller or high-street pharmacies (Pharmacy2U, 2025) .

Pharmacy2U also goes beyond just delivering medicine. It is gradually becoming a wider
digital health platform, offering services like online consultations, wellness products, and pet
health support. This helps it compete not only with pharmacies, but also with health and

wellness companies (Pharmacy2U, “UK’s first digital platform...”).

However, competition is increasing as more pharmacies begin offering online and delivery
services. To keep its strong position, Pharmacy2U needs to continue improving its

technology, customer service, and digital health features (Pharmacy2U, 2024) .

5.Strategic Growth Choices for Pharmacy2U

Pharmacy2U operates in a rapidly growing digital health environment, shaped by
technological innovation, NHS digitalisation, ageing population, and changing consumer
behaviour (NHS Digital, 2023). To explore strategic growth options, Ansoff Matrix, Porter's

Generic Strategies, and Bowman's Strategic Clock can be applied.
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Ansoff Matrix: Growth Opportunities for Pharmacy2U
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Ansoff Strategy  Application to Pharmacy2U
Market Increase NHS repeat prescription users through digital marketing and
Penetration GP partnerships (Pharmacy2U, 2023).
Market Enter new customer segments: care homes, corporate health plans,
Development and private insurance providers (ONS, 2023).
Product Introduce telehealth, medication reminder apps, subscription-based

Development health packs (Pharmacy Magazine, 2023).

Launch remote health monitoring services (diabetes, BP), wellness kits,

Diversification
Al-supported medication adherence tools (GPhC, 2023).

Porter’s Generic Strategy: Best Strategic Option

Pharmacy2U should adopt Differentiation Focus, targeting repeat prescription users,

elderly patients, and chronic iliness patients with personalised digital services, rather than

competing on price (Porter, 2008).
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Why this works for Pharmacy2U:

NHS integration and EPS system provide trust and credibility (NHS England, 2023).

Automation and robotics reduce costs and improve efficiency.

Personalised digital support (app reminders, medication tracking) improves retention.

No physical stores — lower operational costs.

Bowman'’s Strategic Clock: Positioning for Long-Term Growth

Pharmacy2U should position itself at Position 4 — Differentiation or Position 5 — Focused
Differentiation, offering high perceived value at reasonable prices (Bowman & Faulkner,
1997).

Bowman Position Application to Pharmacy2U

Position 4 — Provide added-value services — Al reminders, app tracking, home
Differentiation delivery, pharmacist chat support

Position 5 — Focused Premium packages: chronic care kits, subscription-based
Differentiation medication plans, telehealth & monitoring services

This helps Pharmacy2U add value without depending on price cuts, ensuring higher

customer loyalty and profitability.
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Reference

Bowman, C., and Faulkner, D. (1996) Competitive and Corporate Strategy. London: Irwin.

Proposed Sustainable Strategy for Long-Term Growth

Strategy:

— Transform from an online pharmacy into an integrated digital healthcare platform,

offering repeat prescriptions, telehealth services, home delivery, digital monitoring,
and subscription-based health plans.
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Why This Strategy Is Sustainable

Reason Explanation
Rising digital healthcare Patients prefer remote care, online prescriptions, and
demand telehealth (NHS Digital, 2023)

Ageing population & chronic  Creates steady and recurring demand for long-term

illness growth medication support (ONS, 2023)

Aligns with NHS digital NHS encourages EPS and online pharmacy partnerships
transformation (NHS England, 2023)

Builds customer loyalty & Subscription packs, digital care apps, medication tracking
repeat income improve retention (Porter, 2008)

Requires systems integration, data, compliance, and

Hard for competitors to copy .
partnerships (GPhC, 2023)

6. Stakeholder Analysis & Mendelow’s Power-Interest Matrix

Stakeholder analysis is essential for understanding how different groups influence and are
affected by Pharmacy2U’s strategic decisions. Stakeholders vary in their level of power
(ability to influence decisions) and level of interest (degree to which they are affected by
outcomes). Mendelow’s Power—Interest Matrix provides a structured framework to
categorise stakeholders and determine appropriate engagement strategies (Mendelow,
1991).

Key Stakeholders of Pharmacy2U

Pharmacy2U operates within a highly regulated digital healthcare environment involving

public, private, and regulatory stakeholders. Its key stakeholders include:
e NHS England and GP practices
e Regulators (GPhC, MHRA)
o Patients and customers
e Employees and pharmacists
o Technology and logistics partners

e Shareholders and investors

15



Mendelow’s Power—Interest Matrix Applied to Pharmacy2U
High Power — High Interest (Manage Closely)
Stakeholders:

e NHS England

e General Pharmaceutical Council (GPhC)

e GP practices (EPS partners)

These stakeholders have significant power over Pharmacy2U’s operations and a strong
interest in service quality, patient safety, and regulatory compliance. NHS England controls
reimbursement structures and promotes the Electronic Prescription Service (EPS), which is
central to Pharmacy2U’s business model (NHS England, 2023). Similarly, the GPhC
regulates online pharmacies and has increased scrutiny over remote prescribing and patient
safety standards (GPhC, 2023).

Strategic Implication:
Pharmacy2U must engage closely with these stakeholders through continuous compliance,

audits, data transparency, and collaboration to maintain trust and operational legitimacy.

High Power — Low Interest (Keep Satisfied)
Stakeholders:

e Shareholders and investors

e Government and policymakers

These stakeholders hold substantial power due to financial influence and policy-making
authority but may not be involved in day-to-day operations. Investors are primarily concerned
with long-term profitability, scalability, and risk management, while government bodies focus

on broader healthcare system efficiency and public outcomes (ONS, 2023).

Strategic Implication:
Pharmacy2U should provide regular performance updates, demonstrate sustainable growth,
and align its services with national digital health objectives to maintain stakeholder

confidence.
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Low Power — High Interest (Keep Informed)
Stakeholders:

+ Patients and customers

o Elderly and chronic illness patients

Patients have high interest in reliable access to medicines, delivery speed, and digital
support but relatively limited individual power. However, collectively they influence
reputation, retention, and demand patterns (NHS Digital, 2023). As Pharmacy2U’s strategy
increasingly targets repeat prescriptions and long-term care, patient satisfaction becomes a

critical success factor.

Strategic Implication:
Pharmacy2U should keep patients informed through digital platforms, personalised

communication, app notifications, and customer support to improve loyalty and trust.

Low Power — Low Interest (Monitor)
Stakeholders:
e Technology vendors
e Courier and logistics partners
e Wider public and media

These stakeholders have limited influence over strategic decisions and lower interest in
Pharmacy2U’s long-term strategy, although service disruptions or negative publicity could

elevate their importance.

Strategic Implication:

Pharmacy2U should monitor these stakeholders and maintain service-level agreements to
ensure operational reliability without excessive resource allocation (Johnson, Scholes &
Whittington, 2020).
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7. Strategic Recommendations for Pharmacy2U

Based on the analysis in this report, Pharmacy2U should focus on building a clear
competitive advantage through digital differentiation, rather than competing mainly on
price. Operating as an SME in a highly regulated and competitive market, Pharmacy2U must
use its existing strengths—technology, automation, and NHS integration—to grow in a

sustainable and realistic way.
Develop into an Integrated Digital Healthcare Platform

Pharmacy2U should continue moving beyond being just an online pharmacy and develop
into a broader digital healthcare platform. This includes expanding telehealth services,
offering online pharmacist consultations, using Al-based medication reminders, and
introducing remote monitoring for long-term conditions such as diabetes or high blood

pressure.

This approach allows Pharmacy2U to offer more value to patients while reducing reliance on
NHS dispensing fees alone (NHS Digital, 2023).

Focus on Elderly and Long-Term Condition Patients

The UK’s ageing population and growing number of people with chronic illnesses present a
major opportunity. Pharmacy2U should target these groups through subscription-based

medication plans, personalised reminders, and long-term care support.

By focusing on these customers, Pharmacy2U can build stronger relationships, increase
repeat usage, and improve customer loyalty (ONS, 2023). This supports a focused

differentiation strategy rather than direct price competition (Porter, 2008).

Strengthen Relationships with the NHS and GP Practices

Strong partnerships with NHS England and GP practices are essential to Pharmacy2U’s
success. The company should continue improving system integration, communication, and

compliance with NHS digital initiatives such as the Electronic Prescription Service (EPS).
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Maintaining close relationships with these high-power stakeholders helps ensure trust,

regulatory approval, and long-term operational stability (NHS England, 2023).

Improve Delivery Reliability and Sustainability

Delivery is a critical part of the customer experience, yet reliance on postal services creates
risk. Pharmacy2U should explore additional delivery partners and more environmentally

friendly packaging and transport options.

This would improve reliability, reduce disruption, and respond to growing expectations
around sustainability (DEFRA, 2023).

Continue Investing in Compliance and Data Security

As online pharmacies face increasing regulatory scrutiny, Pharmacy2U must continue
investing in data protection, cybersecurity, and clinical governance. This is essential to meet
GPhC requirements and protect patient trust (GPhC, 2023).

Strong compliance systems will also make it harder for smaller or less reputable competitors

to compete.

8.Conclusion

This report has examined the strategic position of Pharmacy2U in the UK’s digital healthcare
market. The analysis shows that Pharmacy2U has strong advantages in technology,
automation, and its close relationship with the NHS, which allow it to offer a convenient and
efficient service. However, the company also faces challenges from increasing competition,
strict regulation, and heavy dependence on NHS funding. External trends such as an ageing
population and greater acceptance of digital healthcare create clear opportunities for future
growth. The findings suggest that Pharmacy2U should avoid competing mainly on price and
instead focus on differentiation. By expanding personalised digital services and developing
into an integrated healthcare platform, Pharmacy2U can strengthen customer loyalty and

support sustainable long-term growth.
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