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[bookmark: _Toc175582853]Introduction 
The report considers the case of AstraZeneca (AZ). It is the largest UK-based pharmaceutical company and a public business organisation which has been listed on the London Stock Exchange since the year 2006 (LSE, 2024). AZ has a market capitalisation of more than £202 billion as of August 2024 (Reuters, 2024). The annual revenue of the company is £45.8 billion, whereas the net profit reaches £6 billion (Reuters, 2024). The large organisational size is also supported by a significant workforce size exceeding 76,000 employees (Zippia, 2024). The products of AZ are sold in 62 countries worldwide and the company has offices in 19 countries (ATMF, 2024). Considering these key facts, AZ appears to be a global company worth examining in more detail as a part of the strategic report.
The success of the company has been driven by its extensive level of innovation and a wide portfolio of high-quality medicines in fields, such as vaccines, respiratory and rare diseases, immunology, cancer and many others (Reuters, 2024). The strategic report aims to assess the key sources of competitive advantage for AZ, the current strategy and the potential strategic development directions. The critical discussion is expected to generate reasonable suggestions for future development. 
[bookmark: _Toc175582854]Corporate and business strategy of AZ
Corporate strategy determines the main directions of the intended future development, including the types of markets to operate and enter, the sources of growth in the long-run and others (Indeed, 2024). Business strategy is focused on achieving competitive advantage in the marketplace by considering the decisions related to products, customer service and the completion of specific business goals (Indeed, 2024). 
The corporate strategy of AZ aims to make the company “...a global, science-led, patient-focused pharmaceutical company seeking to unlock the power of what science can do. Our strategy is consistent but dynamic” (AZ, 2024a; p.1). The corporate strategy is based on four key pillars, including extensive innovation, leadership in key therapeutical areas, global presence and sustainability (AZ, 2024a). 
The business strategy of AZ is focused on achieving strong growth in the long run (AZ, 2024b). More specifically, the targets suggested boosting revenue size from the current level of $45.8 billion (2023) to $80 billion in the year 2023 (AZ, 2024b). This can be achieved by developing 20 new medicines by the end of the decade in the key operational areas of oncology, rare diseases and biopharmaceuticals (AZ, 2024b). AZ also plans to expand its international presence in new markets and develop production facilities to boost capacity in the future (AZ, 2024b). There are also ambitions to considerably reduce the carbon footprint – a goal supporting the corporate strategy of the company (AZ, 2024b).
The analysis of AZ’s strategy at corporate and business level demonstrates the existence of ambitious long-term goals defining the process of business development. Moreover, there is an alignment of corporate and business strategy since the latter supports the former. Overall, the achievement of the strategic goals of AZ requires constant innovation, sophistication of operations, new product development, a global presence and commitment to sustainability. These are largely key factors for success in the global pharmaceutical industry. 
The strategic goals of AZ also contribute to realising differentiation – a specific market position involving broad market presence and competitiveness based on unique and high-quality products unmatched by competitors (Porter, 2008a). By applying the differentiation generic strategy, AZ must emphasise new product development, innovativeness, high quality, as well as a wide product portfolio which can serve the needs of many consumer groups (Porter, 2008a).










Figure 1 – Porter’s Generic Strategies model
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Source: Porter (2008a)
In this context, the choice of corporate and business strategy aligns with the requirements of being a differentiated company. 
[bookmark: _Toc175582855]AZ’s resources and capabilities
The development of competitiveness requires the possession of solid resources and capabilities which differentiate an organisation and contribute to efficient and effective market performance (Worthington et al., 2021).
To begin with, according to Kaplan (2020), physical resources are needed to build operational capacity and deliver valuable products and services to the market. AZ has solid physical resources, as indicated by the value of its assets – £101 billion (Reuters, 2024). These assets include not only buildings, vehicles, specialised equipment and other physical assets supporting business operations, but also cash equal to more than £10 billion per annum (Reuters, 2024). 
The second key type of resource refers to labour (Krugman and Wells, 2020). In the case of AZ, the availability of specialised labour is quite important given the extensive requirements for research and development (R&D). As mentioned in the background information about AZ, the company has a solid workforce size of more than 76,000 employees (Zippia, 2024). It is important to note that the R&D team is composed of 11,000 highly skilled professionals (MBA Skool, 2023). Thus, it can be concluded that AZ has solid and well-managed human resources. 
Third, the nature of the distribution network is also worth examining, as it can be a key resource for differentiation. Kenton (2024) explains that large companies with extensive distribution network benefit from economies of scale – a condition leading to lower operational costs, supporting cost efficiency and competitiveness. As discussed, AZ has a broad geographic exposure to 62 countries around the globe and offices in 19 countries (ATMF, 2024). Operations are thus divided into several geographic regions: the home UK market, Rest of Europe, the Americas and Asia, Africa and Australasia (Reuters, 2024). Considering these findings, AZ benefits not only from economies of scale stemming from its large size, but also to a reasonable geographic diversification and access to resources in many regions. 
Fourth, resources may also be intangible, and the role of the brand value is essential for achieving competitive advantage. Having a solid brand is associated with a large pool of loyal customers who purchases in a repetitive manner and are ready to pay higher prices (Kotler et al., 2020). The brand value of the AZ brand is $5.6 billion (Statista, 2023). It has considerably increased from a level of just $3.17 in the year 2021 (Statista, 2023). Hence, AZ has a strong brand contributing to the visibility of the company in the marketplace and indicating an increasing loyalty of customers. 
There are also several key capabilities which play an important role in achieving sustainable competitive advantage in the marketplace. The nature of the organisational culture is important since culture largely defines the values, attitudes and behaviours of organisational members (Rollinson, 2019). The case of AZ indicates the existence of an innovative organisational culture. According to DPW (2024), AZ has a portfolio of 2,205 international patents, 125 US patents and 66 protected tradenames. This shows the solid capacity to innovate and address evolving consumer needs. 
Another culture-related factor supporting performance refers to diversity and inclusion in the workplace. In the case of AZ, there is almost an equal division of male (52%) and female (48%) employees, as well as a wide integration of professionals with different ethical background (40% non-white employees) (Zippia, 2024). Taken together, the evidence shows that AZ has a diversity score of 9.8 out of 10 points (Zippia, 2024). These findings are important since performance is largely determined by the ability to include diverse professionals who are engaged and committed in a culture of inclusion (Hook and Jenkins, 2019). 
The described resources and capabilities play a critically important role in achieving the corporate strategy of AZ to be science-led and innovative organisation with global presence and a leadership position in key therapeutical areas (AZ, 2024a). The achievement of ambitious growth-related business strategy goals is also possible by utilising the described resources and capabilities. More specifically, the combination of capital (physical and human), as well as extensive distribution network contributes to achieving large capacity and efficiency of operations. In this light, resources are needed to maintain profitable global operations. Nevertheless, it is worth noting that the other large competitors in the pharmaceutical sector, such as Pfizer, GlaxoSmithKline, Roche and others, also have solid physical and human assets together with extensive distribution networks. Therefore, these resources are not so rare and can be imitated by competitors – a condition preventing the achievement of sustainable competitive advantage (Worthington et al., 2023. Instead, the brand value of AZ and its unique organisational culture are more important for sustainable competitive advantage since these two factors cover all VRIO criteria – valuable, rare, organised and inimitable. 
[bookmark: _Toc175582856]Strategic performance evaluation of AZ
Performance evaluation can be based on different criteria. In this case, the performance indicators are chosen from the strategy of the company. Hence, the focus is placed on 1) revenue; 2) innovative performance; 3) sustainability; and 4) number of customers as a proxy measure of customer satisfaction and market share. 
Table 1 shows the changes in the annual revenue of AZ in the last several years. The company effectively doubled its annual revenue from $22.1 billion (2018) to $45.8 billion (2023), thereby showing the capacity of the company to achieve growth (Macro Trends, 2024). Therefore, the business strategy to reach $80 billion in annual revenue by the year 2030 appears to be quite realistic and achievable given the growth rates.
Table 1 – Annual revenue of AZ ($, million)
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Source: Macro Trends (2024)
The second performance area focuses on innovation capacity, as it is a key corporate strategy goal (AZ, 2024a). The chart shows that AZ has numerous new patent fillings and grants, especially in the key areas of rare diseases (Pharmaceutical Technology, 2024). In addition, AZ has achieved a wide portfolio of intellectual property assets, including 2,205 international patents, 125 US patents and 66 protected tradenames (DPW, 2024). Having said this, the company also shows a solid performance in the field of innovation and new product development.




Figure 2 – Number of new patent fillings and grants (2nd quarter 2024)
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Source: Pharmaceutical Technology (2024)
In addition, AZ has dramatically increased its R&D budget, as shown below. It currently reaches almost $11 billion per annum which provides solid resources to achieve more extensive innovation and new product development (Mikulic, 2024a).
Figure 3 – R&D budget of AZ ($, million)
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Source: Mikulic (2024a)
In terms of sustainable development, AZ is placed on the 7th place out of 28 global pharmaceutical companies, as discussed in more detail later in the report (WBA, 2023). This indicates a relatively strong performance, but more efforts are needed to achieve the leadership position.
Finally, the number of customers is analysed. There are no precise numbers regarding the number of customers. Nevertheless, the sharply increasing revenue in the recent years ($45.8 billion), the growing brand value ($5.6 billion) and extensive market presence in 62 countries serve as evidence for an increasing number of consumers on a global scale (Statista, 2023; ATMF, 2024; Macro Trends, 2024).
Overall, the results from the performance analysis indicate that AZ is on track of achieving the main goals, as stated by the corporate and business strategy of the organisation. Consistence and continuous improvements are necessary to ensure successful future performance in a dynamic and competitive marketplace. 
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Sustainable development has become increasingly important for society in general. As discussed in the PESTEL analysis, there are stricter environmental regulations faced by the companies in the UK (Matovic, 2020). Moreover, large and public companies face mandatory requirements to periodically publish sustainability reports showing the main environmental risks and policies in the specific area of sustainable development (Jones et al., 2024). In addition to the legal requirements, companies must address the increasing societal expectations for ethical business behaviour (Consultancy UK, 2022). In this context, meeting the elevated expectations for sustainable development can be seen as a factor for differentiation and competitiveness in the marketplace. 
Given these important considerations, it is important to analyse the performance of AZ in more detail. The ranking by the World Benchmarking Alliance (WBA) is used for this purpose, as it includes important assessment criteria measuring the environmental and sustainability performance of companies (WBA, 2023). The performance of AZ is generally positive because it occupies the 7th place among 28 global pharmaceutical companies (WBA, 2023). In the general ranking, which is composed of 816 large public organisations, AZ is also among the better performing organisations with 115th place (WBA, 2023).
While these ranking positions are encouraging, it is also important to analyse the performance of the company across the specific categories. As shown below, there are considerable differences across the three main categories. Ecosystems and biodiversity are a major field showing the environmental performance of AZ. In this key area, the company occupies the 88th position out of 816 companies (WBA, 2023). The area of governance and strategy is also quite strong for AZ by occupying the 56th place; however, the performance in social inclusion and community impact is less impressive by having the 206th position (WBA, 2023). 
Figure 4 – Sustainability performance of AZ
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Source: WBA (2023)
The evidence indicates that AZ has effective sustainability and environmental policies in place which differentiate the company against its global competitors. The performance metrics, however, indicate the need for more improvements, especially in sustainable development and inclusion. The company must address the existing performance weaknesses and dedicate efforts for continuous improvement in alignment with changing regulatory (legal) and societal expectations. Respectively, some recommendations are based on the current findings. 
[bookmark: _Toc175582858]Strategic choices for future development
Ansoff (1957) identifies four strategies for future growth, as shown below. The strategies consider products and markets by differentiating between new and existing ones (Ansoff, 1957). Hence, business organisations can choose one or more growth strategies based on the model.
Figure 5 – Ansoff matrix
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Source: Peterdy (2024)
Given the strategic analysis of AZ, the company is committed to three out of four growth strategies. Through innovation and R&D, AZ is dedicated to developing new drugs (AZ, 2024b). This supports new product development growth strategy. Moreover, the brand is focused on expanding its revenue which also requires a global presence and new potential consumers (AZ, 2024b). This is evidence for market development growth strategy. It can also be assumed that AZ will continue to operate in existing markets and products, thereby pursuing market penetration in the foreseeable future. Nevertheless, this strategy alone cannot achieve considerable future growth because it is too defensive (Peterdy, 2024). 
Diversification, by definition, is too risky due to the involvement of new products and new markets (Peterdy, 2024). Therefore, the strategy is quite unlikely to be pursued by AZ in the future. Considering all, the pursuit of three different growth strategies – product development, market development and market penetration – appears to be quite appropriate in the case of AZ.
Future strategic success also largely depends on the ability to address current weaknesses and benefit from existing opportunities. The SWOT analysis in the appendix shows that AZ is dependent on few key products and has insufficient presence in key developing markets (Strategy Story, 2024). Therefore, the company is advised to expand its product portfolio beyond the key areas of rare diseases and oncology. To achieve this, AZ is also advised to re-consider its R&D budget and goals, so that resources are re-directed to new areas. It is also important to hire additional professionals in new pharmaceutical areas to boost innovative performance based on talented and skillful professionals. 
Regarding the market presence of AZ, its future revenue targets are achievable only as an outcome of an aggressive international expansion. Hence, the company must use its popular brand and existing product portfolio, as well as improve its legal and regulatory compliance to better penetrate new markets. Potentially, it is also reasonable to consider strategic alliances with other, probably local, pharmaceutical companies to foster innovation and cooperation in entering new markets. 
[bookmark: _Toc175582859]Conclusion
The strategic analysis of AZ identified the existence of relevant corporate and business strategies which are supported by solid resources and capabilities. The achievement of the strategic goals has been possible in recent years; however, AZ must consider expanding its product portfolio and entering new geographic markets to improve performance and address existing weaknesses. The company must also improve its capacity to innovate by acquiring more niche professionals and actively cooperating with other partners. Above all, maintaining a flexible culture and focusing on sustainable development can also ensure future strategic success. 
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The PESTEL model is acronym of political, economic, social, technological, environmental and legal (Whittington et al., 2021). These six groups of factors largely define the characteristics of the external environment and deliver important opportunities and threats to business organisations (Whittington et al., 2021). In the current analysis, the PESTEL model is applied in the specific case of the UK, as this is the home country of AZ and one of its most important markets defining the performance of the organisation.
The analysis begins with political factors since they largely shape the business environment (Worthington et al., 2023). The UK is an established democracy with a stable political system (Global Economy, 2024). In addition, the UK has transparent and efficient public institutions and a high level of business sophistication – key factors for supportive business environment (GII, 2023). Brexit can be seen as a generally unfavourable political development due to the need for adapting to new rules and requirements; however, these effects have been largely absorbed over the previous several years. 
The economic situation is important given its significant impact on demand and business development conditions (Worthington et al., 2023). It is important to note that the UK is a high-income country with a gross domestic product (GDP) per capita of more than $49,000 (Focus Economics, 2024). The high income predisposes for high purchasing power of consumers and high demand. Nevertheless, the economic growth in the UK has been quite disappointing in the last several years (Harari, 2024). As shown below, the UK economy grew by only 2.3% in the last almost five years, thereby situating the UK among the worst performing countries among the G& members (Harari, 2024). 



[bookmark: _Toc164413959]Figure 6 – GDP comparison between Q2 2024 and the pre-pandemic levels in late 2019 (%)
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Source: Harari (2024)
The recent cost-of-living crisis has been another economic challenge driven by high inflation. In late 2022, the annual inflation rate exceeded 11% - much higher than the official target of 2% per annum (Trading Economics, 2024). Recently, price stability has been restored, as shown below, however the uncertainty of the cost-of-living crisis has had a negative impact on consumer confidence and purchasing power (Trading Economics, 2024). 
Figure 7 – Change in the annual inflation rate (%)
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Source: Trading Economics (2024)
To tackle the high inflation, the Bank of England (BoE) sharply increased the level of interest rates up to 5.25% (BoE, 2024). This decision has made lending more costly and imposed a higher cost of capital for investment purposes. Thus, the restricting monetary policy in the UK can be considered as a necessary decision to restore price stability, but also led to tighter investment decisions and restricted consumption. 
Social trends influence demand by analysing the trends in consumer preferences affecting demand (Whittington et al., 2023). Consumer demand for environmental sustainability is growing in the UK (Consultancy UK, 2022). More specifically, an increasing proportion of buyers demonstrate intentions to select firms and products that are in accordance with their sustainability values and principles (Consultancy UK, 2022). Therefore, demonstrating corporate responsibility may be a vital factor for competitive advantage in the marketplace. Demographic considerations also have a significant part in the examination of social issues. In terms of population size, the UK constitutes a significant market due to its population of 67 million in 2021 (ONS, 2024). This factor can significantly influence future demand, particularly when considering the estimated projected population expansion up to 76.6 million by 2046 (ONS, 2024). 
Figure 8 – Population size changes and future projections in the UK (million)
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Source: ONS (2024)
Technological factors tend to have a considerable impact on pharmaceutical companies since the latter rely on innovation, advanced technologies and qualified workforce. The UK is one of the most advanced countries in the world in terms of overall technological development, as suggested by the 4th position in the ranking of Global Innovation Index (GII, 2023). The country is particularly attractive in the specific areas of creative outputs, availability of human capital, access to advanced technologies and market sophistication (GII, 2023). Considering this, the UK’s status as a technologically advanced country can support the performance of AZ by providing essential technologies, qualified workforce and other factors of production. 
Regarding environmental factors, it is worth mentioning that multinational corporations are required to adhere to specific criteria as part of their business practices (Matovic, 2020). In addition to the legal requirements, there is an increased expectation from society for businesses to demonstrate sustainable performance (Consultancy UK, 2022). Therefore, AZ may have a substantial challenge in achieving the environmental regulations and expectations in the UK. 
The final factor under consideration refers to the legal framework. Adherence to the existing norms and regulations in each country is necessary to address legal issues (Matovic, 2020). Ensuring legal compliance for a global brand operating in several countries with different legal frameworks is not only costly and requires adaptation, but also extremely challenging (Matovic, 2020). 
To conclude with, the external environment in the UK is quite mixed. While political stability, positive demographic trends and technological progress are supportive factors, economic uncertainty, the changing consumer trends and stricter environmental and legal regulations appear to be challenging for business organisations. 





[bookmark: _Toc175582863]Porter’s Five Forces
The pharmaceutical industry is analysed with the Porter’s Five Forces model. The theory explores the bargaining power of suppliers and buyers, the potential threats of new entrants and substitutes, as well as the degree of existing rivalry (Porter, 2008b). The five factors under consideration are important because they determine the degree of profitability and attractiveness of any industry (Porter, 2008b). 
The bargaining power of suppliers is high. In many instances, pharmaceutical companies depend on specialised suppliers of equipment, technologies and substances to produce drugs (Olatoye, 2024). As a result, it is costly and difficult to replace a supplier of highly differentiated inputs (Porter, 2008b). Moreover, the supply of highly qualified professionals is generally restricted, which additionally increases the costs of acquiring labour. 
The bargaining power of buyers is relatively low. This is explained by the fact that buyers are many individual buyers who cannot execute a considerable market power (Olatoye, 2024). Moreover, buyers face considerable problems switching to alternative products (Olatoye, 2024). Therefore, buyers are largely required to accept prices, especially when considering the case with highly specialised and unique drugs.
The threat of substitutes is also quite low. There are alternative products in the market, such as herbal-based drugs and other non-traditional treatments (Olatoye, 2024). Nevertheless, these alternatives cannot replace the existing modern drugs offered by pharmaceutical companies. 
The threat of new entrants is low. There are solid capital requirements to establish a global pharmaceutical company which discourages new competitors (Iglesias, 2015). The existing companies like AZ are established brands with considerable size and distribution networks – a condition leading to economies of scale (Iglesias, 2015). As a result, potential new entrants are not competitive. It is also worth mentioning that the pharmaceutical industry is highly regulated with many licensing regimes (Iglesias, 2015). This fact alone may slow down or completely discourage the emergence of new competitors. 
The existing rivalry is mixed. On the one hand, there are many large pharmaceutical companies which compete for market share (Olatoye, 2024). On the other hand, having unique products, which are effectively protected by patents, restricts the intensity of rivalry in specific areas (Olatoye, 2024). Moreover, the high growth of the pharmaceutical industry over the years, as shown below, has provided more opportunities for revenue, thereby reducing the competitive pressure (Mikulic, 2024b). The sector already has a considerable size of more than $1.6 trillion and there has been uninterrupted growth over a period of two decades (Mikulic, 2024b). 
Figure 9 – Total size of the global pharmaceutical industry ($, billion)
[image: A graph of growth in blue and white

Description automatically generated with medium confidence]
Source: Mikulic (2024b)
To sum up, the pharmaceutical sector is quite attractive based on the low threats of substitutes and new entrants and the reduced bargaining power of customers. The dependence on suppliers and existing rivalry restrict to some extent the opportunities to achieve higher profitability. 




[bookmark: _Toc175582864]SWOT analysis 
The SWOT analysis combines the most important internal strengths and weaknesses, which are unique for an organisation, as well as the key opportunities and threats stemming from the external environment (Worthington et al., 2021). The following table provides a summary of the internal strengths and weaknesses of AZ and the key findings from the PESTEL and Porter’s Five Forces analyses, identifying critically important external opportunities and threats. 
Table 2 – SWOT analysis 
	INTERNAL
	EXTERNAL 

	Strengths 
· Economies of scale stemming from the large size, global presence and extensive distribution network (ATMF, 2024).
· Considerable capital and assets (Reuters, 2024). 
· Extensive workforce of highly qualified professionals (Zippia, 2024). 
· Considerable R&D budget and activities (11,000 R&D professionals) (MBA Skool, 2023).
· A portfolio of unique (niche) products in specific areas, supporting high market power (MBA Skool, 2023).
· Fast decision-making process and adaptability to external changes. 
· Inclusive organisational culture (Zippia, 2024). 
	Opportunities
· Technological progress supporting productivity gains and new product development (GII, 2023). 
· Excellent business climate in the UK (Global Economy, 2024). 
· Strong demand prospects supported by population size increase and ageing (ONS, 2024). 
· International expansion prospects. 
· Strong industry growth supporting profitability prospects (Mikulic, 2024b). 

	Weaknesses
· High failure rates with new drugs, leading to extra losses (S&P, 2023). 
· Drug patent expirations (Strategy Story, 2024).
· Dependence on few key products in selected areas (Strategy Story, 2024).
· Limited presence in emerging markets (Strategy Story, 2024).
· Legal issues because of poor regulatory compliance (Strategy Story, 2024). 
	Threats 
· Economic uncertainty because of the cost-of-living crisis and low economic growth (Trading Economics, 2024). 
· High investment costs (BoE, 2024). 
· Intensive domestic and international competition (Olatoye, 2024).
· Dependence on several key and specialised suppliers (Olatoye, 2024).
· Stricter environmental and legal regulations (Matovic, 2020). 
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