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1. Executive Summary
This report will look to provide an in depth strategic analysis and the contemporary issues regarding the strategic decisions of the start-up company ‘PhysioChain’. 
Strategic management remains a vital activity of companies who are looking to create a sustainable competitive advantage within their industry.

It was found that PhysioChain have adopted a modern hybrid approach to their chosen strategy. This approach combines a cost leadership and differentiation strategy in a bid to create perceived consumer value in an industry that is prime for evolution thanks to technological advances in the health industry. 

Through this modern approach, it is also evident that PhysioChain have adopted a tangible asset light approach that leverages their internal business environment when navigating through a turbulent business environment.

It has been concluded that despite PhysioChains hybrid strategic decision being a fitting one for their industry and selected business model, it is important that the company remain fluid and alert to external changes and developments in order to truly sustain competitive advantage.

Therefore it was recommended that PhysioChain reviews their value proposition and focus on a market niche in order to leverage their market leading cost structure.
2.   Introduction
2.1 Strategic Management
Strategic management (SM) focuses on organisational performance by establishing where and how a business can create value within its selected industry (Makadok, Burton & Barney, 2018). Along with determining future direction and where an organisation holds competitive advantage; the identification, analysis and implementation of an organisation’s objectives underpin the development of strategy and decision making (Fuller, 2010). As a result, it is necessary that the management of strategy be a fluid exercise that requires ongoing reviewing as the internal and external business environment undergo change and evolution (Athapaththu, 2016).

Despite detailed strategy, historically and statistically, many companies have failed in achieving their objectives, with only an estimated 10% of companies successfully reaching their goals (Kaplan & Norton, 2005). This may be due to evident disconnect between formulation and actual execution of business strategy, as well as inadequate strategy within complex industries that create a reactive organisational action instead of proactive ones (Kaplan & Norton, 2005). Regardless, SM continues to grow and develop and is widely viewed as a vital aspect of succeeding within an organisation chosen market (Neilson, Martin & Powers, 2008). 
2.2 Competitive Advantage
Effective strategy should aim to create and sustain competitive advantage in a global marketplace that is increasingly interrelated as a result of technological developments (Kumar & Pansari, 2016). True competitive advantage allows a business to outperform its competitors through the acquiring and application of attributes unique to its business (Ceglinski, 2016). It can be reflected in several ways including market share, cost or differentiation leadership, product quality, and processes etc (Maury, 2018). It is therefore vital that organisations seek to leverage their own capabilities and resources when creating and executing a strategy if they are to outperform their competitors (Weerawardena & Mavondo, 2011)
2.3 Physiotherapy Market
The global Physiotherapy market is worth an estimated £125 billion, with a compound annual growth rate of 5.4% between 2018-2023 (Reddy, 2018). Driving this growth is the increasing prevalence of long-term physical conditions, an aging population and increasing pressures on the UK’s public health sector (NICE, 2017). Although the market is traditionally fragmented, it is now prime for consolidation through either potential merger and acquisition, or new entrants with disruptive business models with effective SM planning and execution (Perreault et al, 2014). 
In this report, there will be an in-depth analysis of the start-up company ‘PhysioChain’s strategic model, the contemporary issues that they face in light of digitisation and technology within healthcare, the impact that these issues have on the interaction between the internal and external business environments, how PhysioChain leverages its resources to create and/or maintain competitive advantage, and  finally recommendations for a potentially more effective strategic direction.

3.    PhysioChain plc
3.1   About PhysioChain
PhysioChain is a company based in the UK that aims to connect those needing a physiotherapist to physiotherapists near their location through a mobile application (PhysioChain, 2019). They aim is to disrupt the physiotherapy market by providing a convenient and quality service that decreases the problem of unstandardized waiting lists in the public and private sector (PhysioChain, 2019). 
Their mission statement explains that PhysioChain intends to provide at least one physiotherapist in every community globally, potentially making them the most visible and largest Physiotherapy business in the world. To achieve this, they look to differentiate themselves through the adoption of technological advances within the healthcare field (PhysioChain, 2019). 
Although as a new entrant to the physiotherapy industry with marginal brand visibility. PhysioChain plans to expand into all the UK, and then European and global markets. They have a small team with a business model that allows them to provide services to roughly 10,000 people a year at present (PhysioChain, 2019).
In 2019, it was projected they turned over £450,000 with a net profit of £112,500 (PhysioChain, 2019).
3.2    Vision Statement
“Everyone, everywhere deserves to be healthy, fit and functional for whatever it is they do, and why they do it” (PhysioChain, 2019)
3.3    Mission Statement
“Providing every community with access to visible and engaging physiotherapists anytime and anywhere” (PhysioChain, 2019).
4.       Strategy
4.1    Porters Generic Strategies
The generic strategies dictate an organisation either adopts a cost, differentiation or focus strategy (Hales & Mclarney, 2017), and how well these strategies are executed will determine the organisations success (Tanwar, 2013). This was supported by empirical evidence that found organisations with high market share (due to cost leadership) and those with a low market share (due to differentiation) were more profitable and successful than those with a moderate market share (Gould & Desjardins, 2015). Allen & Helms 2006 study found a significant relationship between organisational performance and the generic strategies. Those with a moderate market share did not follow any one of these generic strategies and were often figuratively stuck in the middle, which was reflected with poorer performance (Salavou, 2015).
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Figure 1: Michael Porters 4 generic strategy choices.








(Adapted from Porter, 1996, pg 64)
Whilst Porters generic strategies model is an established one in creating and maintaining competitive advantage (Hales & Mclarney, 2017), the business environment continues to evolve with advances in technology creating a virtual marketspace, and changes in consumer needs driving the focus to value creation (Viltard, 2017). 
The strategies are designed to be mutually exclusive as there is conflict in a combined strategy that aims to minimise costs whilst also seeking to create value through differentiation (Salavou, 2015). This approach would naturally incur additional costs (Tanwar, 2013). However, modern businesses are now utilising a hybrid strategic approach (Hales & Mclarney, 2017). Although difficult, it is not impossible to combine a cost leadership and differentiation strategy (Datta, 2010). It is also debated that companies ‘‘choosing’’ to use the generic strategies in fact have no choice in which strategy they implement (King, 2009). The size of the company, their capabilities, access to resources, and the industry they are in will dictate which strategic direction is most suitable (Khedmati et al, 2019).
The generic strategies have been criticised not to be sufficient in sustaining competitive advantage when applied singularly (Hales & Mclarney, 2017). Companies have continuously found ways to become more efficient and lowered the cost of their product/service, often resulting in price wars that may not be in the best interests of the organisations implementing a cost leadership strategy (Salavou, 2015).
It may also be argued the generic strategies do not consider that a product/service can be differentiated in an infinite number of ways, therefore it may be that every organisation can and should employ a differentiation strategy as being competitive is about being different (Baroto & Abdullah, 2011). In alignment, the strategies do not consider customer perceived value as perhaps the most important element in gaining competitive advantage (Degryse, 2019). Therefore, an argument can be made for a ‘best value for money’ rather than a cost leadership/focus strategy, which is better equipped to navigate the modern business environment (Hales & Mclarney, 2017). 
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4.2     Corporate Strategy
   





        (No Author, PhysioChain, 2019, pg.13)
PhysioChain appears to utilise an aggregator business model like that used by Uber, AirBnB and JustEat (Hales & Mclarney, 2017). The physiotherapists are viewed as partners and not employees providing their services to customers under the PhysioChain brand (PhysioChain, 2019). It can be argued that organisations adopting this business model are essentially in the marketing industry (Tate & Bals, 2018). This can be reasoned as it is the partners who ultimately provide the goods/service, and the brand they operate under provides the customers and takes the marketing responsibility (Baroto & Abdullah, 2011). What makes this model unique, is that PhysioChain, like the other brands, has ownership of the service provided by the physiotherapists without employing a single provider (Laya et al, 2016). Essentially creating a win-win-win relationship between the brand, its partners, and customers (Tate & Bals, 2018). 
4.3     Business Strategy 
PhysioChain looks to benefit from a cost leadership strategy as they optimise their operational costs with most expenses going towards increasing brand awareness and visibility (Khedmati et al, 2019). However, on closer inspection PhysioChain have also taken advantage of the evolving business environment and recognised the physiotherapy industry has remained unchanged for decades (Degryse, 2019). Therefore, PhysioChains differentiation utilises technology in the form of its app – which at present remains the only physiotherapy organisation that allows a platform that integrates tracking progress of the customers recovery/journey (PhysioChain, 2019). They have leveraged a diverse business model to position themselves with a hybrid cost leadership and differentiation business strategy in order to gain competitive advantage (Hales & Mclarney, 2017). Organisations with complex and multifaceted strategies effectively more balanced and better positioned to adapt to modern market trends (Salavou, 2015). The development of approaches such as Bowmans strategy clock further support this view with the potential for 8 distinct strategies from 4 differing sections (Khedmati et al, 2019).
Through a partnership model, PhysioChain have been able to eliminate their costs to £0 per unit/service, therefore maximising their profit margins (Anonymous, 2019). This means PhysioChain are not obligated to pay any salaries as their providers are not employees (Perreault et al, 2014). They simply charge a standardised industry-average price for the service under their brand name then take a commission. Although commission profit sits at roughly 30% of the total price of the service, they still maintain a 100% profit margin due to their cost structure (Anonymous, 2019).
PhysioChain currently partner with 40 physios with scope scale infinitely (Anonymous, 2019). This potential to scale would be market leading unless competitors begin to follow a similar model. To truly have a competitive advantage, PhysioChain can lower their prices to capture a larger market share and still maintain an industry leading profit margin as competitors can only lower their prices so much before breaking even or operating at a loss (Campaigne & Oren, 2016).
Further creating value, they have strategically leveraged their available assets to creating and implementing their mobile app to essentially implement a differentiation strategy. 
4.4     Strategic Implications
Despite a disruptive business model within healthcare (Lambert, Sandels & Nordstorm, 2014), the aggregator model also creates several implications for PhysioChain. As their physiotherapists are partners and not employees, this allows partners the ability to accept or decline when they provide their service (Laya et al, 2014). This is problematic as PhysioChains value proposition is in significantly decreasing waiting times for an appointment, so when demand is highest, PhysioChain requires its partners to be willing to meet this demand. Failing to do so ultimately eliminates PhysioChains value proposition.
We can see this by the number of appointments reported for 2019: 40 physios provided 10,000 appointments (Anonymous, 2019), which averages just over 5 appointments per-week-per physio. This is significantly below UK industry averages which average 40 appointments per-week-per physio where the standard employer-employee model is utilised (Perreault et al, 2014). The key difference being employees are contractually obligated to provide their service. Although competitors have the additional salary expense, this is neutralized by a more productive and therefore profitable workforce. As it stands, it does not appear that PhysioChain have a solution to this issue. 
As PhysioChain provides no training, supervision or regular appraisals of the service delivered by their providers, it may result in difficulty maintaining quality and standardising the service (Tate & Bals, 2018). However, PhysioChain have addressed this in several ways. First, they have integrated a service provider rating system into their app which allows performance monitoring by allowing customers to rate their service provider, the higher the rating, the higher they appear in the bookings list, and the more they are incentivised to provide a good service (Chan, 2019). This measure may not create a standardised service, but it would ensure a quality one (Adams et al, 2014). Additionally, standardisation is not essential as physiotherapy is not a one size fits all industry, there is a desire for a personalised quality experience instead (Perreault et al, 2014).
Finally, the question of partner loyalty also poses a problem as, there is little that would prevent partners from joining a competitor who offers better rates of pay and takes less commission (Hales & Mclarney, 2017). This can be seen when you compare companies with a similar model in the transportation industry where Uber drivers began to join competitors Lyft as a result of more favourable terms for partners (Lekach, 2019).
4.5    Situational Analysis
4.5.1 SWOT
Figure 3: PhysioChain SWOT Analysis
      (No Author, PhysioChain, 2019, pg.18)
4.6    Theory of the Firm
There are several economic theories based on the theory of the firm that can be applied to describe and predict the nature of PhysioChain and their business. Based on the companies SWOT analysis, the resource-based view of the firm will be applied as it focuses on how competitive advantage can be created through internal and external resources (Meksula, 2017).
As a platform-based service, PhysioChain relies very little on tangible assets. No data was found to support the existence of tangible assets beyond office equipment required to complete day-to-day operations. This is in-line with part of their cost leadership strategy. By holding minimal physical assets, they also minimize the cost of maintenance, repairs etc (Kirca, Fernandez & Kundu, 2016). Additionally, they are also afforded greater flexibility, potential for greater levels of scalability, and can maintain focus on creating and maximising value (Schriber & Lowstedt, 2018).
On the other hand, PhysioChain hold three key intangible assets including the brand, the mobile application, and the intellectual property behind the design of the app itself. Despite this it can be argued that as core capabilities are developed overtime whilst brand visibility and trust gradually increases amongst consumers (Jerevicius, 2013), PhysioChains primary assets are still in their start-up phase and can therefore be quickly imitated by incumbents with established brands, systems, operational processes and the capital required to develop similar or more efficient platforms (He, 2016). 
Where PhysioChain hold some advantage is in its heterogeneousness and immobility; it would be difficult for incumbents to compete with PhysioChains market leading cost structure which makes scaling also much harder to achieve (Hales & Mclarney, 2017). Competing with PhysioChain would require a complete restructuring in existing business models, which would be too volatile and unpredictable a process for existing businesses with existing obligations (Valk, 2012). Therefore, PhysioChains competitive advantage lies in the combination of its platform and potential to recruit an unlimited number of service providers, which existing companies simply cannot do. 
Applying Rothaermels 2013 VRIO framework in assessing PhysioChains ability to exploit its resources, the above may also serve to not only create competitive advantage, but also sustain it (Jerevicius, 2013). Value is created in providing a booking platform that decreases the average waiting time by over 90% compared to industry averages (PhysioChain, 2019). 
The mobile application format of delivering their service is also rare, with no organisations globally providing their service in this manner. However, close competitors with a far larger access to capital, ‘Ascenti’, are in the process of developing their own mobile application – their focus will be on providing a remote service through the app on top of allowing a booking system for their clinics (Ascenti, no date) which could provide higher perceived consumer value.
Furthermore, imitating the service would also be difficult and costly due to several intellectual property protections placed on the apps by both PhysioChain and Ascenti, therefore other organisations would be required to create an app that is distinct from competitors. Although this would not be difficult as exampled by Lyft creating an equally effective but distinct look to competitors Uber (Liddel, 2017). What would pose a challenge however would be the research and innovation required by other companies aswell as the associated costs of building and maintaining an effective app (King, 2015). 
The final requirement regarding PhysioChains ability to capture value and obtain sustainable advantage is more difficult to answer due to their relatively new existence in the market. However, based on the previous years financial statement and turnover, the number of service providers subscribed, and operational structure, they are on the right track.
4.7    Microenvironment
Understanding the microenvironmental factors affecting PhysioChain aid in planning and executing their long-term strategy as these have a direct impact on business performance (Mose & Syaifuddin, 2016).  
Customer 
It is estimated 5.5million people attend a physiotherapy appointment in the UK every year, with 35% of these paying privately or using their insurance (Tan et al, 2017). GlobalData’s 2018 UK insurance survey had found 26% of respondents looked for physiotherapy, and 18% wanted private physiotherapy when deciding on a medical insurance policy. Physiotherapy was a top 10 most sought-after service by respondents when selecting private medical insurance showing its high demand. However, only 11% of the UK population have some form of private medical insurance (Thorlby & Arora, no date) to cover their health bills.
Consumers of health-related services are generally not price sensitive when it comes to essential health services, however personal ‘affordability’ does influence individual consumers (Duarte, 2012). At present, physiotherapy is not viewed as an essential health need even for those who suffer injury, or living with a long-term health condition, or have undergone surgery, it is viewed more as a supplementary service (Pekola, Linnosmaa & Mikkola, 2017). This would justify PhysioChains industry average pricing structure and strategy to be cost leaders. 
Suppliers
Through their model, PhysioChain may potentially be able to place their brand and physios in every community globally, thereby increasing proximity and brand visibility, which increases the chances of sales conversions (Degryse, 2019). Furthermore, they can compete by not being positioned in one location and therefore able to reach consumers who value time, convenience and flexibility (He, 2016).
Considering the UK only has roughly 70,000 registered physiotherapists (Stewart, 2020). And there are currently 65million people in the UK, with 60-80% estimated to require a physiotherapist at some point in their life (No author, no date). With a ratio of 1 physiotherapist per 866 people, physiotherapists are in demand. Despite PhysioChains model allowing suppliers increased flexibility, higher pay, decrease marketing burden and costs, and better work life balance. Suppliers may not choose to partner with PhysioChain as they can set up independently or be employed with a business that offers a steady income and benefits. 
Competitors
The NHS has a stronghold on the industry that private physiotherapy businesses cannot compete with. Therefore, competition is high amongst the private sector to capture consumers who are willing to pay for their service. 
Many of PhysioChains competitors are also fixed in 1 location. Weaknesses in this model stands in data suggesting 65% of consumers will select service that is within their proximity to their homes/workplaces (Fromm, no date). On the other hand, the largest competitor that adopts a structure that sends its physiotherapists into the community to its customers only employs roughly 300 physiotherapists. Although this is over 7 times more physios than PhysioChain at present, their ability to scale is limited as they can only recruit to the extent they can pay their staff.

4.8    PESTEL
The macroenvironment is more turbulent and dynamic than the microenvironment as its factors are outside the control of PhysioChain (Mose & Syaifuddin, 2016). Therefore, it can create opportunity or threats to the success of PhysioChains strategy. 
Political
The UK has a strong democratic system and a highly competitive economy, but the chaos over Brexit remains an area of concern for new and existing companies (Khan, 2017). Boris Johnsons appointment as prime minister followed a law approved that stopped Britain exiting the EU without a deal. However, the chaos has already led to a slowdown in the economy. 
Economical
The economic growth rate slowed down to an average of 1.67% during 2016–2018 from 2.45% the previous 3 years (Plecher, 2019). In the UK, public debt has been high and remains a cause for concern. The United Nations Conference on Trade and Development Investment 2019 reported inward foreign direct investment inflow has dropped by 28billion between 2018 and 2019. Signalling a decrease in investments due to more rigorous criteria. However, tech start-ups continue to attract higher interest which should be favourable for PhysioChain. In addition, with waiting lists for Physiotherapist appointments longer than ever before, in some regions reaching 27 weeks, demand is far higher than the supply, leaving room for effective companies to capitalise.

Social
The public expenditure on health has traditionally been high, which has helped in the maintenance of quality and efficiency. The problems of an aging population will plague the UK as people continue to retire in increasing numbers (Bone et al, 2018). With the country's older population increasing annually, the cost of health and social welfare will rise (Bone et al, 2018). This could have serious implications for the country’s finances. With the government trying to reduce its deficit, welfare costs will need to be controlled. This creates opportunity for private health providers like PhysioChain to aid decrease the potential burden and associated costs to the government through integration into the NHS.


Technological:
The UK government aims to boost economic productivity and support opportunities presented by technology. The strategy aims to make the UK the most innovative nation in the world by 2030, there has been a government investment in digital infrastructure of £800 million. Additionally, the government has implemented incentives such as tax concessions to make investments attractive. While tech ventures are generally capital-intensive and returns are uncertain, prospects are extremely bright for companies that do manage to succeed.
On the other hand, businesses are subject to around 10,000 cyber-attacks per day in the UK, which is estimated to cost £4.5billion (Toole, 2019). Thousands of businesses are victims of phishing attempts, and the incidence of malware, fraudulent payment requests and ransomware. This holds major implications for PhysioChain as they hold a duty to ensure they are protecting sensitive data. 
Legal
The government cut the rate of corporate tax to 20% on April 1, 2015. The rate was further reduced by 1% to 19% effective April 1, 2017. It has remained unchanged so far, however there is scope for further tax breaks/benefits with the Conservative Party winning the recent December 2019 general elections. Another area to keep an eye for will be around employment laws as the business model looks to leverage the use of independent service providers as opposed to employed staff. 
5.   Conclusions and Recommendations
The physiotherapy market remains highly fragmented due to the current healthcare system in the UK (Perreault et al, 2014). However, the advancing business environment is creating space for consolidation and development. PhysioChains unique and disruptive business model approach (Hales & Mclarney, 2017) combining a hybrid strategy potentially solve this problem and places the company in a strong position within the market to meet their goals. However, in order to remain innovative and continuously perform well, PhysioChain must seek to regularly review and adopt their strategic direction to create a sustainable competitive advantage.
Despite some evident weaknesses in their strategy, PhysioChain have recognised the shift towards value creation when developing their strategic direction by leveraging their internal and external business environment (Jerevicius, 2013). PhysioChain have optimised a strong costing structure to drive down costs whilst also concurrently increasing value for their target consumers. 
Strategic management is vital to the success and growth of a business, what is not so clear is what strategy to adopt. Based on the theory covered, it would appear that many strategies seem to have similarities in regard to multifaceted approaches being the way forward for modern platform-based businesses in the virtual market space.

Therefore, it would be recommended, in order for PhysioChain to sustain true competitive advantage within the Physiotherapy industry, they must focus on a strategy that accelerates growth. They have already established a cost advantage with a market leading cost structure that is scalable. 

The next stage would be to develop their added value proposition beyond simply providing equally talented physiotherapist services at an affordable price and at significant decrease in waiting times. Yes it is difficult for incumbents to offer this same value, however new entrants  and existing businesses with larget access to capital can adopt the same model and compete with PhysioChain, therefore it would be beneficial for PhysioChain to invest in further research and innovation that seeks to identify and answer further customer pain points that are not easily solved. 
In conjunction with the above, it would be beneficial for PhysioChain to focus on a specific market niche within Physiotherapy like providing specialist services to a certain type of consumer as opposed to their current mass market approach. Perhaps targeting the tech savvy generation may be advantageous if they are to truly integrate technology into their service.
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7. Appendices 
Appendix 1 –
3.4    Core Values
a. Wear your individuality and uniqueness proudly:
    At PhysioChain we are committed to allowing our physiotherapists the freedom 
    and creativity to provide a service that is personally tailored to each clients 
    uniqueness and goals. We encourage an inclusive collaboration between our 
    physios and customers that honours each-others individuality so you can get the 
    best out of one another, Every. Single. Time (PhysioChain, 2019).

b. Familiar faces in familiar places:
    We love your community as much as you do. So, we want our customers to 
    receive great physiotherapy sessions by trustworthy people from their own
    communities. (PhysioChain, 2019).

c. Value in, value out:
    We are committed to providing value for our customers and stakeholders, we will 
    never take shortcuts. Our customers will always be at the centre of our decision-
    making as we strive to remain competitive in minimising cost and maximising 
    value for the customer (PhysioChain, 2020).

d. Innovate, innovate, innovate:
    We don’t prescribe you an exercise sheet to go home with. PhysioChain positions 
    itself as a market leader in integrating technology to improve your experience and 
    help you reach your goals faster and conveniently utilising modern approaches 
    and partnerships (PhysioChain, 2020).
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