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I. Current Situation 

1.1. History 

It all began with Charles Walgreens himself and an unfortunate accident while working in a local 

shoe factory that forced him to work in Horton’s drugstore in Dixon, Illinois.  The market was 

already filled with well-established drugstores, therefore Walgreens made the decision to commit 

himself to making his profession successful. Dissatisfied with his observations of the operations 

of current drugstores he realized that something needed to change. Walgreens found that there 

should be more of an emphasis on customer service, merchandising and store displays, affordable 

prices, and most importantly bringing true value to the customers. Finally, in 1902 Walgreens was 

able to open his own store in the Barrett's Hotel at Cottage Grove and Bowen Avenue on Chicago's 

South Side.   

Walgreens added brighter lights and widened the aisle making the ambience much more 

welcoming. As well as greeting each customer as they came in, adding a wider array of 

merchandise like pans, and the most significant improvement was the level of customer service he 

provided. He had followed his business plan in changing the face and meaning of what a drugstore 

was. Walgreens continued to find new aspects to add to his store to keep a competitive edge.  Soda 

machines became an integral part of all drugstores that would serve customers ice cream and soft 

drinks, but during the winter the sales revenue from the soda machine dropped.  Walgreens yet 

again found a common-sense solution by serving a hot meal people would again use the soda 

machine. By 1919 there were 20 Walgreen stores and growing and that was due to his ability to 

pick out superb managers who he saw as people smarter than he was. 
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1.2. Current Performance  

 1.2.1 Ratio Analysis 

Aug. 
31, 20XX 

2015 2014 2013 2012 2011 

Current 
Ratio 

1.19 1.38 1.34 1.23 1.52 

Quick Ratio 0.59 0.69 0.57 0.53 0.61 

EPS $4.05 $2.03 $2.59 $2.43 $2.97 

Gross 
Margin 

26.03% 28.23%            29.24% 28.40% 28.39% 

Debt / 
Assets 

0.19 0.12 0.14 0.16 0.09 

ROE 16.43% 9.67%            13.00% 12.86% 18.58% 

Debt Equity 0.47 0.22 0.26 0.30 0.16 

Inventory 
Turnover 

10.37 8.48 7.36 6.80 6.70 

Dividend 
Payout 

0.34 0.64 0.44 0.39 0.26 

P / E 21.86 30.72 18.07 14.78 11.98 
Source: Policy, Privacy. "10-Year Financials Are Now Available; Features in the Example of Walgreen Company and USG Corp. -- GuruFocus.com." 

GuruFocus - Stock Picks, Portfolios of Warren Buffett Guru Investors. N.p., n.d. Web. 23 June 2016.  

Current Ratio: Walgreen’s Current Ratio indicates a somewhat good short-term financial strength. 

Healthy businesses express Current Ratios between 1 and 3 and so Walgreens demonstrates an 

acceptable Current Ratio in 2015. Since it is too close to 1, Walgreens should seek to maybe 

improve their obligations in order to move away from 1 and higher up. Based on the information 

above, we can see that Walgreen’s Current Ratio was struggling to increase, especially from 2011 

to 2012. Then it began to increase from 2012 to 2014, but then decreased again in 2015. The higher 

the current ratio, the easier it is for the corporation to pay any of its duties. It seems as if it will 

struggle more than the previous years to pay off any obligations. 
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Quick Ratio: This ratio does not include inventories from current assets (quick sources of cash) as 

did Current Ratio. Through the past five years, Walgreens has not been able to maintain an 

acceptable Quick Ratio. Starting in 2011, we can see the pattern of the ratio increasing then 

decreasing, increasing then decreasing, and so on. This suggests that Walgreens has most likely 

taken in too much debt and has not been able to obtain growing sales. The times where the Quick 

Ratio did increase, like in 2014, suggest that the company experienced steady sales growth and 

was able to easily pay its obligations. Overall, Walgreens should aim for higher Quick Ratios 

which represent a good liquidity standing. 

EPS: Between the years 2011 and 2014, Walgreen’s EPS was in the two-dollar range. Then in 

2015 it jumped up to $4.05. Through this movement, we can see that the firm took some form of 

change or improved in some sectors to increase their earning power. It is argued that EPS can be 

modified to manipulate investors, which may seem valid through the representation of numbers 

here. That is why through our research, we have provided EPS without non-recurring items, which 

better illustrates the corporation’s performance. 

Gross Margin: Walgreen’s Gross Margin is not looking too good. It has been declining throughout 

the past 5 years, signifying their inability to cover expenses apart from cost of goods sold and still 

gain on profit. We have learned that durable competitive advantage developed high Gross Margins 

because “of the freedom to price in excess of cost” (GuruFocus). This company is categorized 

under less than 20% which means that they have no continuing advantage. Walgreens needs to 

step it up on its competitive advantage and see exactly where it is it needs the improvement, maybe 

seeing what their competitors are doing that they are not.   
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Debt/Assets: The Debt to Asset ratio has been generally increasing. It isn’t increasing completely 

such as between 2013 and 2014. This may be because Walgreens is not focusing entirely on their 

debt to expand within their business. 

ROE: In the past five years, Walgreen’s ROE has decreased. In 2011, the ROE was 18.56% and 

in 2015 the ROE was 16.43%. So we can easily analyze that the firm hasn’t been very efficient at 

making profits from their shareholder’s equity of the common stock owners. “ROEs between 15% 

and 20% are considered desirable” (GuruFocus), but then again, no one wants a decline especially 

in 2015 where 16% could easily drop to 15% or less. 

Debt/Equity: Debt to Equity for Walgreens is better than our previous ratio analysis. It has been 

rising for the past five years as is shown in the above table. The highest ratio yet, in 2015, was 

0.47, meaning that Walgreens has been active in feeding its growth through debt. 

Inventory Turnover: Inventory Turnover for Walgreens has increased in the past five years from 

6.70 in 2011 to 10.37 in 2015. This means that Walgreens has been successfully leveling their 

inventory. In other words, they have been able to support their current revenue with their current 

inventory. Since their Inventory Turnover has gone up, their inventory has become small. This 

leads Walgreens to have decreased costs of storage and other inventory related costs. But, on the 

other hand, having too little inventory can result in the failure of meeting demand; and, as a Drug 

Store, they cannot afford to permit that.  

Dividend Payout: In 2014, Walgreen’s Dividend Payout ratio was 0.64—pretty high as compared 

to 2011 through 2013, and even 2015. This means that in 2014, Walgreens paid out several 

dividends from their earnings. Their Dividend Payout ratio illustration from the past five years 

indicate that Walgreens can improve its dividends. 
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P/E: The P/E ratio for Walgreens greatly rose in 2011 to 2014. Then in 2015, the P/E ratio fell. 

Shareholders obviously want Walgreens to earn back the price they paid as a soon as possible. In 

other words, as explained in GuruFocus, lower P/E stocks are more attractive than higher P/E 

stocks, as long as the P/E ratio is positive. So it might be safe to say that Walgreens is in a good 

position with their P/E ratio. 

1.2.2 Competitor Comparison 

Top 2 Competitors, according to Hoover’s, are CVS Health Corporation and Wal-Mart Stores, 

Inc.  

CVS  
Aug.31 20XX 2015 2014 2013 2012 2011 

Current Ratio 1.31 1.37 1.64 1.42 1.56 

Quick Ratio 0.71 0.74 0.93 0.65 0.71 

EPS $4.66 $3.98 $3.77 $3.05 $2.59 

Gross Margin  17.31% 18.20% 18.76% 18.28% 19.20% 

Debt/Assets 0.28 0.16 0.18 0.14 0.14 

ROE  13.94% 12.24% 12.15% 10.24% 9.14% 

Debt to Equity 0.74 0.34 0.35 0.26 0.26 

Inventory Turnover 9.78 9.92 9.33 9.55 8.34 

Dividend Payout 0.30 0.28 0.24 0.22 0.19 

P/E 21.05 24.27 19.10 15.99 15.82 

 
Wal-Mart 

Aug.31 20XX 2015 2014 2013 2012 2011 

Current Ratio 0.97 0.88 0.83 0.88 0.89 

Quick Ratio 0.28 0.24 0.22 0.23 0.27 

EPS $5.07 $4.90 $5.04 $4.54 $4.48 
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Gross Margin 24.83% 24.82% 24.87% 25.02% 25.26% 

Debt/Assets 0.21 0.22 0.20 0.24 0.24 

ROE 20.76% 21.00% 23.02% 22.45% 23.58% 

Debt to Equity 0.62 0.74 0.71 0.75 0.73 

Inventory Turnover 8.11 8.08 8.34 8.70 9.13 

Dividend Payout 0.39 0.39 0.32 0.32 0.29 

P/E 16.79 15.30 13.93 13.58 12.54 

 
Current Ratio: In comparison to CVS Health Corp. and Wal-Mart, Walgreens overall has a higher 

current ratio over Wal-Mart but not CVS from 2011 to 2015. Based on the tables, CVS’s current 

ratios are the highest in the past five years, which means it is the more competent to repay its short-

term obligations with its short-term assets than the other two parties. Wal-Mart is a much larger 

scale retailer and sells a great variety of products than CVS and Walgreens; therefore, it is 

reasonable that its current ratios did not even reach to 1 for five years because of its much longer 

operating cycle to turn its merchandises into cash. Regarding Walgreens and CVS, both mainly 

operated as pharmacy health care providers, are more concentrated on the fields of medication, 

prescription, and refills, are more efficient in getting paid on receivables and would rarely have 

liquidity problems. In terms of the capability of paying company liabilities, CVS seems to be 

Walgreens’s biggest competitor. Nevertheless, Walgreens had caught CVS once in 2014 by having 

a higher current ratio, which indicates Walgreen has been successfully maintaining a good 

financial health. One could easily tell that there is a trend of Walgreens is able to continue keeping 

its current ratio above 1with its healthy business. 

Quick Ratio: Similarly in terms of quick ratio, CVS, Walgreens’s largest competitor, still carried 

out the highest ratios compared to Wal-Mart and Walgreens. Wal-Mart had an average of 0.25 for 

quick ratio for the past 5 year, which also is logical because of its big scale of operation, and 
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thereby its costs. Although the calculation of quick ratios excludes inventories, major costs of 

transportation of goods, daily operation of stores, and costs of equipment and buildings could 

greatly affect the company’s ability to pay off its short-term obligations with its most liquid assets. 

Furthermore, customers are more likely to pay with cards nowadays, which greatly reduces Wal-

Mart’s sources to receive cash. In Walgreens and CVS’s cases, both companies would have 

advantage of operating relatively smaller retailing stores. Consequently, Walgreens does not need 

to spend much resources on its daily operation compared to Wal-Mart, but still appears to be weak 

again CVS in term of quick ratio. In order to outperform CVS and other competitors, Walgreen 

needs to be well leveraged, have more effective strategies to increase sales, and have a good 

balance and control on paying obligations and collecting receivables properly on time. 

EPS: Wal-Mart Stores Inc. is a multinational and multi-channel company that comprise of three 

business segments, which includes Sam’s Club and many other overseas retail and wholesale 

businesses. Consequently, it is able to have an average EPS for $5 from 2011-2015, which 

indicates the company was operating well and in a steady path. Walgreens and CVS are pretty 

alike on their growths for the past five years. Although Wal-Mart has a constant EPS for $5, it did 

not grow significantly for years. However, Walgreens has a nearly 40% increase on EPS with a 

stock price of $83.19 today, and CVS operates a significant 80% growth on EPS with a stock price 

of $94.41. Both companies’ stock prices are higher than Wal-Mart’s $72.46. In addition, 

Walgreens’s EPS had doubled from 2014 to 2015. Most likely Walgreens will have the potential 

to outperform CVS and Wal-Mart in this field by constantly exploiting its businesses within the 

industry. 

Gross Margin: According to the data, Walgreens has the highest gross margin out of CVS and 

Wal-Mart, and CVS appears to have the lowest. In this case, Walgreens has successfully made the 
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highest net profit, which indicates its competency of covering labor, equipment, operation, and 

other costs by its sales power. It also reveals Walgreens’s excellent long-term economics as its 

competitive advantage over other competitors. In this trend, Walgreens is more capable of 

satisfying its shareholders by increasing its gross margin and expanding its business 

simultaneously. 

Debt/Assets: In terms of long-term debt to total assets, Wal-Mart appears to have steadily 

decreasing ratios from 2011-2015. This reveals Wal-Mart’s capability and success of progressive ly 

turning less dependent on liabilities and obligations to develop its business over CVS and 

Walgreens. Oppositely, CVS and Walgreens both have increasing debt/assets ratios while doing 

well in the market. This trend particularly points out that not only CVS but also more importantly 

Walgreens need to take the financial position of the company into serious consideration regarding 

their abilities of meeting financial debts by outstanding loans. Once Walgreens can overcome this 

problem, the company could grow efficiently to another higher level by constantly reducing its 

debt/assets ratio. 

ROE: In regard of Return on Equity, there are a lot of changes in all three companies. Comparing 

Walgreens to CVS, the former is recovering, which particularly indicates it could have done better 

than its current performance. Referring to the data, Walgreen has always been outperforming CVS 

in term of ROE in significant scales except in 2014. In other words, Walgreens has a higher 

efficiency in generating net profits from every dollar contribution from shareholders’ equity. It has 

the better competency of allocating shareholders’ equity in different investments for a higher 

return. Last year Walgreens’s ROE was 16.43%, which was considered desirable based on the 

measurement of exceeding 15%. In contrast, CVS has never gone above 14% for the last five years. 

Regarding Wal-Mart’s performance, although its ROEs were above 20% from 2011-2015, but they 
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were decreasing every year. In this trend, Walgreens sooner or later will outperform Wal-Mart in 

ROE if it could efficiently invest its common stock owners’ equity in its businesses. 

Debt to Equity: In five years, Wal-Mart appears to have the highest average debt to equity ratio of 

0.71, which indicates it has been aggressively financing its businesses with debts. This ratio is 

much more larger than Walgreens’s 0.28. Because the ratio measures a company’s financ ia l 

leverage, Walgreens should take this factor into consideration when expanding businesses with 

large amounts of debts. However, Walgreen’s ratio had doubled from 0.22 to 0.47 in the past two 

years. This action would cause Walgreens volatile gross profits because of additional interest 

expenses. Again, Walgreens should be concerned about its health of financial leverage when 

financing the company’s growth with sudden liabilities. CVS was in a similar path to Walgreens 

regarding its debt to equity management; therefore, Walgreens should put an eye on CVS’s future 

performance about how a sudden increase on debt equity would negatively affect the company’s 

financial leverage. Afterward, it could be more confident on modifying a better plan on financ ing 

its business. 

Inventory Turnover: Walgreens has perfectly outperformed CVS and Wal-Mart in terms of 

inventory turnover. While CVS was constantly struggling an inventory turnover of 10 and Wal-

Mart’s ratios were decreasing from 9.13 to 8.11 in the past five years, Walgreens has steadily 

increased its inventory turnover to 10.37. This outperformance demonstrates how significantly 

efficient Walgreens turns over its inventory every year, which also indicates the company has 

constantly saving money on storage and write downs. Overall three companies have close ratios, 

but Walgreens has grown into a competent company that beat the other two competitors in 

inventory management. 
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Dividend Payout: Compared to CVS and Wal-Mart, Walgreen’s dividend payout ratios are more 

fluctuated in the past five years. Walgreens has outperformed the other two big competitors every 

year even there was a nearly 50% decrease occurred from 2014 to 2015. Nevertheless, this does 

not typically mean the company was doing poorly during that period. Conversely, it might happen 

to Walgreens paying out a big portion of earnings to its shareholders as dividends in 2014. Its 

ratios have greatly increased by about 150% from 2011 to 2014, which was increasing from 0.26 

to 0.64. Similarly to its competitors, because CVS and Wal-Mart both have comparatively lower 

and constant ratios, it might also indicate they have collected a large amount of retained earnings 

for further investments in their businesses. In Walgreen’s case, since its last year ratio is decreased 

by nearly 50%, it seems the company was prepared to increase dividends by reinvesting its own 

retained earnings. Regarding dividends investment, Walgreens should seriously consider payout 

ratio with dividend growth rate in order for a well-rounded business plan. 

P/E: In the stock market field, Wal-Mart has outperformed both CVS and Walgreens in term of 

P/E ratio. According to the data, Wal-Mart is the most competent company to take the smallest 

amount of time to earn back stock prices sold to shareholders, which has an average of five years 

less than CVS and Walgreens. However, Walgreens was doing ok during 2011 and 2012, whose 

ratios appeared to be as low as Wal-Mart’s, but suddenly had a sharp increase in 2014 from 11.98 

to 30.72. Compared Walgreens to the other two competitors, its business relatively seems to be 

more cyclical and unpredictable because of its product concentration on medication. CVS is better 

known as a convenience store that includes a high-quality pharmacy inside, which effective ly 

diversified its merchandises. In addition, Wal-Mart is way larger in scale of the size of the store 

with a great variety of products to fully diversify its sales. Under this circumstance, it is reasonable 
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that CVS and Wal-Mart would generate more stable and comparatively lower P/E ratios than 

Walgreens, because they are less cyclical businesses.  

1.2.3 Industry Comparison 

The top two Drug Store companies in the industry represent a Market Share for Walgreens Co. is 

32.6% while CVS Health Corporation’s market share is 21.7%. 

The Drug Store Industry has shown growth even with the struggle from regulations. The industry’s 

revenue has declined because they have “not received an adjusted reimbursement rate for their 

previous prescription sales” (IBISWorld).  Medicare and Medicaid and other private health 

insurances have turned to generic over brand name. This has enabled the Drug Store Industry to 

grow in allowing consumers afford their prescriptions even more. This leads to the belief that this 

industry will increase in “governmental cost-cutting measures” which then “stringent 

reimbursement rates may cut into industry profitability” (IBISWorld). 

The tables below give a glance at how the industry is doing in terms of revenue, growth, and wages. 

Overall, their annual growth has not been too much at only 2.3%. 

 
The Drug Store Industry at a Glance 

 
Revenue $278.1 billion 

Annual Growth 11-16 2.3% 

Profit $9.2 billion 

Wages  $25.3 billion 

Business 27, 266 

 
 

2015 2014 2013 2012 2011 

IVA/Revenue (%) 15.4 13.9 14.6 13.6 14.3 

Revenue/Employee ($’000) 371.5 361.6 346.5 335.5 347.8 
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Wages/Revenue 9.7 10.1 10.7 10.8 11.2 

Employees/Establishment 13.7 13.8 14.0 14.5 14.1 

Wages/Employee ($) 35,910.5 36,485.7 37,026.4 36,140.0 38,898.9 

 
Source: IBISWorld. (2016). Drug Store Industry: At a Glance Industry Report. Retrieved June 29, 2016 from IBISWorld database. 

 
1.3 Mission 

Walgreens Mission: “To be America’s most loved pharmacy-led health, wellbeing and beauty 

retailer” (Walgreens). 

Finding Walgreens mission was simple when looking up the corporate website, Walgreens.com. 

At the bottom of the page under company information there is a link to their newsroom where 

current news about the company is presented. Recent news includes Pharmacist with Naloxone, 

Walgreens Effort to Combat Drug Abuse, and Patient Using Safe Medication Disposal Kiosk. At 

the bottom of the recent news page there is a section called Featured Information where the mission 

is presented and takes the viewer to a page about Walgreens mission. 

Walgreens employees “own” their mission by coming out from behind their front and pharmacy 

counters to assist customers and provide their expertise to help customers get and stay healthy. 

Additionally, Walgreens Beauty advisors assist customers to find the best beauty products for 

specific customers, this includes finding customers right shade of lipstick and foundation.  

Every employee embodies the mission of Walgreens by providing the best possible service they 

can provide to customers. By providing excellent customer service Walgreens becomes one step 

closer to being the most loved pharmacy in America. Employees believe and live their values and 

this can be seen my Neepa and Deetta (quoted below).  

“It is all about the customer. We’re able to have that one-on-one time with each patient. We even 

have the time to walk out from behind the counter to help them find the right product.” -Neepa, 

Pharmacist(Walgreens). 
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“It’s important to provide good customer service so customers can access and understand their 

medication and maintain a long and healthy life. My drive and determination to help with customer 

service helps build a rapport and that sense of community. When our customers see me, they know 

that they can trust us.” -Deetta, General Manager (Walgreens). 

1.4 Objectives 

Walgreens, like most corporations was founded with the objective of providing value in its 

respective industry while creating long-term value for its respective shareholders. Aside from 

creating long-term value for the shareholders as well as achieving success in the business world 

through profits the Walgreens corporation's objectives are focused on growth. The Walgreens 

leadership has stated that their primary objectives consist of growing as a company while at the 

same time increasing their market share and creating value for their shareholders. The leadership 

believes that they have positioned the company for growth through innovation and reinvention 

within the industry that will set their respective company apart from their rival competitors. The 

Walgreens management wants to ensure that they are also improving the quality of the existing 

stores in the United States. It will be covered later in this section, but Walgreens has turned their 

focus to determining what improvements are needed in order to continue to increase the 

productivity and the revenue at their current store locations. On a smaller scale, the Walgreens 

leadership is looking to create a pleasant experience for customers through enhancing the physical 

store. Walgreens wants to be America’s most loved pharmacy and beauty retail store. The strategy 

behind accomplishing this objective was always to train their employees make the customers feel 

like they are family and subsequently enhance their experience when they come into the store. 

They are set on focusing on the existing stores rather than over expanding the company by creating 

other locations. The leadership has stated that the focus on the existing stores has already proved 
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to be a prudent business decision in regards to increased profits. In concluding this objectives 

section, it is also vital to note that Walgreens has turned its focus to establishing an efficient global 

platform through its partnership with Alliance Boots and AmerisourceBergen. This will allow 

Walgreens to create new global opportunities for future expansion. 

1.5 Strategic Posture 

1.5.1 Corporate Strategy 

1.5.1.1 Directional 

Walgreens was founded on three principal ideals: Diversity, Community, and Success. The three 

traits have been implemented on a company wide scale and has dictated how the company not only 

runs its business, but how it maintains its competitive advantage in the market. The core 

philosophy of Walgreens is to create a better business by forging a better world, embedding itself 

into the heart of the communities near Walgreens, and the people that make up that community. 

The company accomplishes this task in several ways. The first is through the reciprocation of 

effective and motivated team members who accept and display all of Walgreens ideals. By 

accumulating the very best team members, Walgreens is able to supply food, pharmaceutica ls, 

other goods to the community, as well as accomplish goals that advance the betterment of 

humankind. By doing effective and ethical business, Walgreens has a positive effect on the 

community around it, and can then inspire future Walgreens team members to be apart of a 

business that has shaped the lives of its countless customers as well as their community. As the 

company is successful and grows, Walgreens is capable of bringing about success in the 

community, and people who live near the stores. 
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At the corporate level, three major strategies are employed by the company in order to achieve 

financial success. The first strategy is to actively search out and hire team members within the 

nearby community who wouldn’t have a high chance at finding a job elsewhere. This trend began 

in 2002 when the Senior Vice President of Supply Chain and Logistics, Randy Lewis called for 

more job opportunities for individuals with disabilities. This remark was taken very seriously by 

Walgreens and has become one of the focal points of the company. For example, when the 

Anderson S.C. distribution center opened in 2007, Walgreens collaborated with nearby job 

agencies to attract individuals with disabilities to fill at least 20 percent of the jobs at the factory. 

The next strategy implemented by Walgreens is to give back not only to the community but to the 

health of the world by, “going green.” Walgreens has accomplished this task in several ways. All 

over the country, Walgreens stores are making strides in the area of environmental and public 

health by installing solar panels, creating a water efficiency program, using recycled water, using 

Geothermal energy, installing electric vehicle charging stations, as well as committing to recycle 

its boxes and to cut back on the number of paper bags, encouraging its customers to bring in 

reusable bags, and finally creating a chemical efficiency program that aims to cut back on the 

number of harmful chemicals in its beauty products; Ology, for example, is a brand sold in 

Walgreens stores that features a variety of household and personal care products that are free of 

chemicals of concern. 

The final strategy that Walgreens employs is committing to maintaining supplier diversity. The 

company achieves this goal by requiring that at least 8 percent of its total suppliers must be a small 

business or a minority supplier. By mandating such a requirement, the company is capable of 

enhancing its customer experience, create connections to a majority of suppliers that would have 
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otherwise been overlooked, create cost savings through competition of suppliers, and promoting 

entrepreneurship and economic vitality within its community.  

1.5.1.2 Portfolio Analysis 

Walgreens Inc. is a highly diverse business with products from multiple industries sold to their 

customers. Walgreens maintains a product portfolio that has includes items from Retail Pharmacy 

USA, Retail Pharmacy International, and Pharmaceutical Wholesale. Alongside filling their 

customers prescriptions and offering healthcare services, the company also prides itself as a 

embodying a competitive retail outlet, stocking countless other products in store that appeal to a 

wide audience which include toys, books, food, decorations, beauty supplies, and many more.  

Walgreens is one of the top firms in the pharmaceutical industry, earning 66% of its revenue from 

its in-store pharmacy. The Walgreens pharmacy is the key business venture that is pursued by the 

company. Many of the firm's ideas on strategy and how to implement it revolve around the 

pharmaceutical aspect of their business, such as the Wellness Experience. Implemented in 2012, 

this program aimed at strengthening the Walgreens brand as a pharmacy-led company by 

emphasizing patient to doctor contact. To accomplish this goal, the company moved their 

pharmacists from the back of the pharmacy to the front in order to create customer awareness and 

develop a sense of expertise for our brand. In addition to changing the format of our stores, 

Walgreens also invested funds into the Information Technology section of its business, creating 

methods for our customers to interact with the company in various ways such as scheduling 

appointments, and sharing health information, and communicating with a pharmacist online. 

Not only is Walgreens well-known for their pharmacy, but their retail aspect as well. One of the 

key methods utilized Walgreens to generate profit is by designing its store as to force its customers 

who desire pharmaceutical services to walk past aisles of non-healthcare related items. This tactic, 
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undenounced to the customer, persuades each individual that walks into our store to purchase 

additional items. While only contributing 44% of its revenue, the retail aspect of Walgreens is key 

to how it currently manages its business and allows for the company to exploit various methods in 

order to generate revenue. 

If Walgreens’ services would be placed on the BCG Growth-Share Matrix, one would find that 

Walgreens’ pharmaceutical industry can be considered either a cash cow or a star. This industry is 

marked by a medium amount of growth overseas as well as the development of the Walgreens’ 

pharmacy brand as a world-class pharmacy that employs strategic tactics in order to maintain its 

expertise in its industry. Other than viewing the future growth capabilities of its pharmacy, the 

Walgreens’ pharmaceutical business has consistently generated a significant portion of its revenue, 

carving out a high percentage of market share. The other division of Walgreens’ business is 

composed of its retail services, which amount to 44% of its revenue. While its retail business is a 

function that has been held in a high regard to the company, ultimately this area of business has 

had low growth in the past years, growth in the number of products has roughly stayed the same, 

while at the same time the level of competition in the retail business has skyrocketed. The 

appearance of companies such as Walmart and Target which compete based on miniscule profit 

margins and offer countless varieties of products has caused Walgreen’s retail business to decline, 

labeling itself as a dog in relation to other companies in the market. 

1.5.1.3 Parenting Strategy 

Walgreens’ corporate managers employ a Strategic Planning strategy in order to influence its 

business units. With this strategy, Walgreens corporate environment sets goals and objectives 

centered around the company’s vision, which are then passed down to lower level managers and 

team members who are capable of carrying out these goals in the day to day life of Walgreens’ 
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individual stores. This method of designing strategy creates a platform that allows employees in 

all of Walgreens’ storefront to easily comprehend why Walgreens is in business and how they can 

contribute to advance the firm's goals.  

Although this style of designing strategy is effective in creating widespread attention on the 

company’s goals and objectives, it fails to encourage their lower level employees to think 

strategically. By mandating that team members can or cannot take certain actions, the company 

inhibits the full potential of their staff who could be critically thinking about ways in which to 

better the business proposition of the company but instead worry about how they will carry out 

strategy set by top-level managers. 

1.5.2 Business Strategy 

Walgreen Co. focused its business strategy on the development of U.S. health and daily life needs, 

and the company also plans to share it as a country committed to pay more attention to chronic 

disease prevention and management, in term of control medical cost growth opportunities with the 

investment community. 

In order to meet the needs of patients and customers, Walgreens decided to accelerating its “Plan 

to win” through its three core strategies:  

1. the use of what it says is the best store network in the United States.  

2. enhance the customer experience 

3. Achieve major reduce cost and increase productivity 

 

As the operate of the company’s business strategy, Walgreens store network has been strengthened 

over the past five years at any time in its history with more drug acquisitions. With more than 
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7,600 pharmacies stores all over the United States, the company has become the top two drugstore 

market share in the industry. 

1.5.3 Functional Strategy 

Walgreens applies various strategies to its operation. For example, Marketing Strategy (eg. 

Improve medication adherence and lower healthcare costs), Financial Strategy (eg. “Customer 

centric retailing (CCR)”) (author, year, p.14-15), R&D Strategy (eg. technology & innovation), 

Operations Strategy (“corner drugstore”), Purchasing Strategy, Logistics Strategy (eg. online 

store), Human Resource Strategy (eg. strict requirements for employees), Information Systems 

Strategy (eg. intranet), and etc. (Wheelen & Hunger, 2014). 

1.6 Policies 

Slogan: At the Corner of Happy and Healthy. As the slogan implies, Walgreens devotes itself to 

customer satisfaction and experience at Walgreens. With this said, Walgreens has been developing 

online store and delivery service throughout the time for its customers’ more satisfying experiences 

with Walgreens. Walgreens also work with insurance plans to offer customers safer and happier 

visits. Besides its pharmacy, Walgreens also offer beauty products hoping to provide more pleasure 

experience with Walgreens. According to the Corporate Social Responsibility – Policy Statements 

from Walgreens, the broad guidelines for decision making and implementation would be 

“[promoting] a positive health and safety culture throughout the company” and the day-to-day 

operation principle would be ensuring Walgreens retail stores, distribution centers, factories and 

offices are all safe places to work for the employees, customers and other people involved in its 

business (“Download”, p2). For example, one of the principle would be “continuously reviewing 

risk assessments and accident statistics in our businesses to sustain a culture of prevention. ” 

Addition to the aforementioned policies, Walgreens thinks highly of customer product safety and 
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have policies over it as well. Walgreens focuses on offering safe, effective, accessible and 

affordable products for its customers to take its social responsibilities and strengthen its company 

image. Walgreens is eager to build trust between its customers and the company. The company 

also works on ensuring the products are safe and the necessary information of its products are 

available and clear to the consumers. Various channels are also made available for a more 

satisfying experience with Walgreens.  

1.7 Alignment 

Walgreens Inc. has an extensive drug chains and encompasses stores network in all fifty states of 

the United States, which “increases the company’s accessibility to customers and expends its 

potential customer base” (Griffin, 2000, p. 10). This enterprise are trying to look closely at the 

retail offer in order to provide the best and most relevant products and service to customers. As 

Stefano Pessina, the vice chairman and chief executive officer of Walgreens Inc, says that 

Walgreens Inc. are continuing to expect healthy growth of earnings in 2016 or further.  They are 

“reviewing the merchandise of [their] convenience offering to ensure that [they] are offering 

customers what they want and need” (Walgreens Confident in Strategy).  

In addition, in order to meet their mission, Walgreens will try to “develop preferred pharmacy 

network relationships with many of the nation’s top health care plans” (Walgreens Confident in 

Strategy). This plan will help more and more people to be healthier by using lower cost, which 

will also boost the attractiveness of people to buy products in Walgreens. The company will gain 

its customer bases so that it will have a competitive advantage in the industry, and earn more 

profits. 

Furthermore, in order to become the most loved and leading healthy company, Walgreens also 

applies the health care model, which “delivers cost effective clinical outcomes to help patients 
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across a wide range of disease states focus on medication adherence” (Walgreens Confident in 

Strategy). It is not only good for those patient survive their lives and learn more about healthy, but 

also to the providers and firms and other stakeholders. With the development and expansion of 

this model, it will increase the use of drugs. Therefore, it will help the development of those drug 

firms and providers and earn more profits. The stakeholders also will earn more money because of 

their investment. 

II. Corporate Governance  

2.1 Board of Directors 

The Board of Directors is a group of individuals that are determined as representatives of the 

stakeholders to build corporate management connect policies and to decide on vital organiza t ion 

issues and events. Put simply, the role of the Board of Directors center around the notions and 

administration of governance from within. Those roles can be defined as containing the core of 

strategy intent that illustrates how the Board of Directors oversees the corporation, appraising and 

measuring direction for its long-range values. Walgreens’s board is consisted of eight core-

members, who can be metaphorically referred to as the heart and soul of the company. These 

members are constituted from diverse backgrounds and cultures, each of them take their unique 

array of perspectives, and perform their talents in Walgreens. Currently, the board in Walgreens 

has three vital goals in order to bring the company to become a winner in the retail pharmacy 

industry—to transform the front end of Walgreens pharmacies, to progress the mission that 

community pharmacy implements in health care and to search the appropriate partners to take the 

company global, to create long term sustainable value for its consumers and shareholders. 
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For the Board of Directors, Walgreens has five divisions within: A retail operation, a Commercia l 

Market, a Financial Investment, Human Resources, and a Supply Chain. Amongst the five 

divisions, there are eight directors. 
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2.2 Top Management 
 

 
 
The Chief executive officer of Walgreens Co. is Stefano Pessina. 
Pessina is ranked number sixty-two on Forbes The World’s 
Billionaires. His net worth is $13.2 billion and in 2013 he was the 
largest shareholder of Walgreens. Pessina grew up around his 
family's pharmacy and when he heard of Walgreens relationship 
with Walgreens Boots Alliance he invested. Pessina purchased Rite 
Aid within 2 years of being the CEO. 

 
 

 
Aaron Thomas is the Senior Market Manager for Walgreen’s Market 
Strategy. One of the objectives of his position is to work with a team of 
managers who together are responsible for providing strategic information 
and recommendations which ultimately support the corporate goals. 
Responsibilities of his Senior Market Managing position include: creating 
strategic overview plans which provide long term growth strategies, 
analyzing potential Walgreen’s locations, planning strategic store 
relocations for poorly operating stores, and more.  
 
 
 

 
 
 
Haidee Martinez is the Senior Real Estate Manager for Walgreens. One of 
the objectives of her position is to coordinate with different teams to 
evaluate the progress of the market plan and the optimization of the overall 
portfolio. Responsibilities of her Senior Real Estate Manager position 
include ensuring efficient execution of the strategic market plan, optimizing 
return on investments, and constant involvement in the financial and real 
estate fields.  
 
 
 

 
 
 
Liza Canino is the Senior Project Manager for Walgreens. One of the 
objectives of her position is to manage teams of over five people who are 
responsible for creating store-wide promotions. Responsibilities of her 
Senior Project Manager position include predicting the business influence 
of new mass promotion ads, analyzing competitive promotional plans, and 
aligning strategies incorporating marketing and campaign management to 
design plans for new offers.  
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III. External Environment: Opportunities and Threats (SWOT) 

 3.1 Natural Physical Environment: Sustainability Issues  

Along with continuously growth of the global population, more demand starts to take its tolls on 

the limited resources of the environment. Keeping balance between economic accomplishment and 

environmental sustainability is a big challenge for both society and businesses. As for Walgreens, 

it received the U.S. Environmental Protection Agency SmartWay Excellence Award in 2012, and 

the company has highest recognition for illustrated leadership in supply chain goods movement. 

This award also means that Walgreens, as a precursor in freight supply chain effectively, is devoted 

to community engagement and environmental sustainability. 

In order to optimize routes to be more productive and establishing more efficient principles to 

decline empty miles, Walgreens fleet reduced its carbon footprint by approximately 15 percent 

between 2010 and 2012. This fleet system is provided for all of the position of the company with 

the continental U.S. More than 3,000 companies participate in the SmartWay program. Walgreens 

senior vice president of supply chain management, Reuben Slone said: “Walgreens is always 

looking for innovative ways to improve performance when it comes to efficiency and 

environmental sustainability. And we continue exploring new technologies and strategies to 

improve fuel efficiency, lower costs and encourage stewardship of the environment” (Walgreens, 

2016). 

Furthermore, in 2013, Walgreens utilized two wind turbines, nearly 850 solar panels, and a 

geothermal system burrowed 550 feet into the ground. The company believes that it can become 

the national first net zero energy retail store, and positively anticipate to produce energy equal to 

or even greater than it consumes. The company has begun this energy saving program in 2011; in 
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addition, the purpose of this action is to help people get, stay, and live well on the earth, and to 

make our planet more livable by conserving resources and reducing pollution. 

Walgreens expects to generate electricity and decrease its energy usage in every retail store by 

over 50 percent by some innovative technologies including: 

x Nearly 850 roof-top solar panels, producing sufficient energy to power 30 Illinois homes for a 

year 

x Two 35-foot-tall wind turbines, using Lake Michigan breezes to create appropriate power to 

offset annual greenhouse gas emissions from 2.2 passenger vehicles 

x Geothermal energy is obtained by drilling 550 feet into the ground below the store, where 

temperatures are more steady and can be tapped to heat or cool the store in different seasons 

x LED lighting and daylight harvesting 

x Carbon dioxide refrigerant for heating, cooling and refrigeration equipment 

x Energy efficient building materials (Walgreens, 2016).  

3.2 Social Environment 

3.2.1 Economic 

 3.2.2 Technological 

 3.2.3 Political-Legal 

 3.2.4 Socio-Cultural 

 
Economic  Technological Political-Legal Socio-Cultural 

x Walgreens would 
not be affected by a 
global change in 
GDP because it is 
not a global 
company. 

x Walgreens aims to 
have low prices. 

x Walgreens creates an 
app for customers to 
refill prescriptions 

x In 2011 partnered 
with John Hopkins 
Medical to help 
improve people with 
chronic conditions. 

x Walgreen’s is 
required by law to 
keep all customer 
information 
private. 

x All customer 
information must 
be properly 

x All individuals with 
disabilities are given a 
fair chance of getting 
a job. 

x Employees are hired 
based on 
demonstration of 
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x For certain 
positions: Cashier, 
Beauty Advisor, and 
Service Clerk they 
are not paid the 
minimum wage of 
$9.00. 

x Walgreens uses 
solar power to cut 
cost and use clean 
energy. 

 

x Walgreens uses solar 
panels in order to 
use clean energy.  

x Adding electric 
vehicle charging 
stations for 
customers. 

discarded into 
special trash 
locations.  

x Minimum age to 
work is 16 years 
old. 

x Alcohol and 
Tobacco age 
requires 
purchasers and 
sellers to be of 21 
years or older. 

embodied cultural 
values. 

x Walgreen’s business 
partners must also 
promote the visions 
that Walgreens 
wished to establish. 

 
3.3 Task Environment 

 
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

3.3.1 Threat of New Entrants 

Threat of New Entrants for Walgreens is moderate. Walgreens is part of the Drug Store Industry 

in which they must face government and state laws and regulations in order to purchase 

prescriptions. Walgreens is high in location convenience (especially now that Walgreens has 
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purchased Rite Aid) and so the existence of smaller local pharmacies is not likely to be a threat. 

Walgreens and CVS dominate the Drug Store Industry and competing with these two firms would 

not be easy in terms of regulations, business model, convenience, and strategy.  

  3.3.2 Bargaining Power of Suppliers 

Bargaining Power of Suppliers for Walgreens is relatively low. Suppliers for pharmacies are going 

through a lot of pressure in terms of brand loyalty and backward integration. Walgreens and like 

their competitor Wal-Mart have their own low cost imitators of drugs and other products. Even 

Porter discusses such suppliers, “Suppliers offer products that are differentiated. Pharmaceutica l 

companies that offer patented drugs with distinctive medical benefits have more power over 

hospitals, health maintenance organizations, and other drug buyers, for example, than drug 

companies offering me-too or generic products”. This threatens profits of brand name 

manufacturers putting pressure on suppliers.  

  3.3.3 Threat of Substitute Products/Services  

Most products and services that Walgreens offers can be easily purchased somewhere else, making 

the Threat of Substitute of Products and Services for Walgreens high. Retail, convenience stores, 

general merchandise stores, supermarkets, and hypermarkets are easily known to have basic 

necessities. Again, considering the products with imitated brands make it easier for end users to 

substitute their products from elsewhere as well as counterfeit products. The mail-order pharmacy 

business model is also a huge threat to Walgreens’s current business model. Shopping online and 

having prescriptions delivered is a convenience the modern consumer highly favors. Walgreens 

and its competitors (CVS, Wal-Mart) in the drugstore industry will face competing troubles with 

the mail-order pharmacy model as well.  
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  3.3.4 Bargaining Power of Buyers 

Bargaining Power of Buyers for Walgreens is moderate. Walgreens is one of the most experienced 

drug retailers, so it has been increasing consolidations day after day and it also has had boosting 

rivalry in the industry. Also, there are large number of potential buyers from Walgreen customers. 

Another point is that the government has tried to help the company transfer 10% of the company’s 

total revenue because it is a store that serves people. However, buyers are faced with negligib le 

switching costs from the firm. 

  3.3.5 Rivalry Among Existing Firms 

Rivalry among existing firms for Walgreens is high. According to Hoover’s Walgreen’s is in 

competition with 7-eleven, 99 Cents Only, A&P, Costco, CVS (Top Competitor), Dollar General, 

Family Dollar Store, Food Lion, GNC, H-E-B, Health Fitness Corporation, Healthways, Inc., 

Kmart, Kroger, Medicine Shoppe, Meijer, Publix, Randall’s, Rite Aid (Top Competitor), Safeway, 

SHPS, Smith’s Food $ Drug, SUPERVALU, Target Corporation, Wal-Mart (Top Competitor), 

and Winn-Dixie. 

Walgreens competition not only comes from drug retail chains and independent drug stores and 

also retail stores. Walgreen’s competes with other retailers by providing delivery services and 

online ordering. The big competitors for Walgreen are using some marketing tactics like 

promotions, advertising and other measures to give a high force in rivalry among. In conclusion, 

Walgreen has high competitive force in rivalry among existing firms because there are some other 

rivals have powerful strategies to make the industry have such a high force. 

  3.3.6 The 6th Force 

Walgreens’ 6th force is moderate. The company can actually sell and offer goods and services that 

are compatible within their industry, the drug store retailing industry. The relative power for 
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stakeholders is balancing all different interests which diametrically opposed by other groups of 

holders. Based on the term of Walgreen, the company is able to offer more value to its customers. 

Therefore, Walgreens can actually influence the competitive structure of the industry, so that the 

company have moderate force in the 6th force. 

3.5 EFAS Table 
 

External Factors  Weight Rating Weighted 
Score  

Comments  

Opportunities  
 

    

§  Acquisitions .15 
 

4.5 
 

.675 Provide more room for the firm to 
upgrade. 

§  Generic drugs market 
growth 

.10 
 

4.2 
 

.42 
 

International markets provides 
large scale profitability. 

§  In-store health clinics 
expansion 

.10 4.0 .40 
 

The number of retail clinics in US is 
expected growth 2700 in 2016. 

§  Merger with Walgreens 
Boots Alliance 

.20 5.0 
 

1 
 

One of the largest international 
wholesalers & distributors ---
expand market. 

Threats  
    

§  Strong U.S. 
competition 

.20 5.0 
 

1 Compete with various retailers on 
service, variety, price, convenience, 
etc. 

§  Regulations on 
prescriptions and the 
volume  

.10 4.0 
 

.40 
 

Lose market share and decrease the 
margin over drug 

§  Labor cost increase in 
US 

.15 
 

4.5 
 

.675 
 

Affect company’s margins by 
increasing wage rates & related 
costs 

Total Score  1.00 
 

4.57 
 

 
 
 
 
 
IV. Internal Environment: Strengths and Weaknesses (SWOT) 
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 4.1 Core Competencies 
 
Walgreens’s core competency focuses on its retailing chain of Health and Beauty stores, which 

serves as a high-quality pharmacy-led health provider and convenience store with strategic 

management. By taking advantage of its core competency, Walgreens has successfully offered 

maximized value to both stakeholders and customers. Customer loyalty is one of the significant 

competitive advantages that help Walgreens competing with its greatest competitor, CVS Corp. 

Based on the VRIO analysis, Walgreens’s core competency can be described in four perspectives. 

The first one is Walgreens’s value in the market and communities. Great customer value is 

generated from the corporation’s competitive advantages in running businesses. From 2011 to 

2015, Walgreens was able to outperform CVS Corp. and Wal-Mart by making the highest net 

profit in retailing. The value of Walgreens’s business is concentrated on covering labor, 

equipment, and other operational costs with its sales power. Consequently, the company develops 

an excellent long-term economic sustenance. The second factor emphasizes the rareness of the 

corporation’s core competency as well as business model. Although Walgreens seems lack of 

rarity since CVS and Wal-Mart have run a similar business, its rareness indeed exists in term of 

business model. Walgreens generates better performance because it is able to take advantage of its 

location resources, where lands play an important role. The company exploits its competency on 

desirable locations and differentiates itself from others with valuable plots of land. Walgreens’s 

convenient and popular store locations represent its rareness in regards of core competency. The 

third measure is imitability. It is simple but costly for competitors to imitate Walgreens’s business 

model and try to establish core competency in this way. The method is simply obtaining valuable 

land and determining store location, but requires a lot of resources. Competitor must take the 

imitability of Walgreens into deep consideration before opening up stores on adjacent corners of 
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Walgreens, because it could largely increase unnecessary competition and expenditure. The last 

aspect is organization. Essentially Walgreens is a well-organized company that can efficient ly 

utilize employee and land resources to build its unique core competency. The corporation has 

significantly organized a customer-friendly platform to serve people and communities with the 

offer of high-quality and less-costly prescriptions all over the country, which responds to the 

mission statement of “becoming America’s most loved pharmacy-led health, wellbeing, and 

beauty retailer.” 

4.2 VRIO Analysis  
 

VRIO Analysis: Impact on Performance  
 

Valuable? Rareness? Difficult 
to 
imitate? 

Supported by 
Organization? 

Competitive 
Implications 

Performance 

Broad 
Portfolio of 
Products and 
Services 

Yes  Yes No Yes Competitive 
Niche  

Sustainable 
Above 
Normal  

Innovation 
Technology 

Yes Yes No Yes Competitive 
Advantage  

Normal  

Business 
Model 

Yes No Yes Yes Temporary 
Competitive 
Advantage 

Below 
Normal 

Company 
Culture 

Yes No Yes Yes Sustainable 
Competitive 
Advantage 

Normal 

 
Walgreens has several IT experts, who always perform passion for sharing information, creating 

ideas, innovating internal and external technology, and promoting IT strategies, which can 

positively enhance the company’s environment in the workplace. Chief Information Officer Tim 

Theriault also mentions that Walgreens established a sophisticated platform for the future to 

maintain an extending series of health care services, more than 240,000 staffs and the extensive 

national footprint of more than 7,700 drugstores. These innovation technologies are rareness, 

which reveal in two key components. The first part is called “Scalable healthcare platform,” which 
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relate data to the Walgreens internal network that utilizes new technology to facilitate the 

corporation’s transformation as a leading health and daily living destination. 

Another part is specific to its customers, which is the digital strategy through a new store 

application. Basically, through this new application, customers are able to search for store 

inventory, map the earliest retail stores, and receive notifications about in-store and online offers. 

Furthermore, the application can incentivize people to visit by tracking their selection of health 

products. User are also allowed linking their Walgreens balance rewards card to their FitBit or a 

third-party fitness tracker to get bonuses for being active. For example, a logged four miles run 

can be translate to Walgreens points for purchasing. Under Theriault’s direction and the company’s 

support, this application and point-of-sale system can approach both in stores and out to increase 

and streamline the overall shopping experiences.  

The business model of Walgreens, such as location choosing, functions well when compared to 

the achievements and outcomes in the industry. It is a valuable program promoted among the retail 

stores. Though it is not rare to see across industries, it is hard for Walgreens’ competitors to imitate, 

because this promotion is costly. It is both time consuming and money consuming. As a top 

pharmacy-led company, Walgreens has ample capability to take this process, but most of its 

competitors only take a small amount of market share and are not likely to risk all their limited 

profits for this kind of process. Walgreens has implemented this business model since 2009 and is 

still used. The outcomes show that it has temporary competitive advantage but is not meeting the 

expected achievements.  

Lastly, managing and implementing Walgreens’ company culture can be considered a big success 

that makes Walgreens a pleasurable place to visit for large amount of customers. With its slogan: 

At the Corner of Happy and Healthy, Walgreens develops various policies to ensure its friendly 
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image is set up among the consumers and loved by its customers. Walgreens also devote to 

communications between the company and its customers by providing safe products with available 

and clear instruction and information. The company culture management is valuable. Even though 

it is not rare to see companies trying to implement similar strategies, successful imitation is not 

easy to approach. The company culture is for sure a sustainable competitive advantage for 

Walgreens and has a normal performance contributing Walgreens’s economic growth.  

4.3 Business Model 

Walgreen’s has a blockbuster model, this is where the business has several key products which 

make up the bulk of its revenue. In terms of Walgreens their profit is mainly from the 

pharmaceuticals it sells. In most cases there are only a few key pharmaceut icals that bring in the 

most revenue. Medications can range from a couple hundred bucks to a thousand dollars per bottle. 

For example, Daraprim is the only approved medication that could save the life of an individua l 

infected with a parasitic infection, the cost of one pill is $750 (Johnson). How many pills a patient 

need is determined by the doctor but simply one pill cost a patient a large amount. Daraprim and 

similar pills is Walgreen’s source of revenue. 

x Walgreens serves the general public. Customers of all ages can find products or services that 

they need from Walgreens.  

x Walgreens provide several services such as photo, pharmacy, and beauty services. Customers 

are able to get prints printed from the photo department. Beauty Advisors help customers find 

their right cosmetic products. In addition, Pharmacist help customers order refills on their 

prescriptions and consult with customers. Pharmacist are essentially eliminating the need for 

customers to go to the doctors by providing them free consultations.  
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x Walgreens makes its money from its synergy between a pharmacy and a retailer. Essentia lly 

60-80% of the company's revenue comes from its pharmacy, the exact percentage varies 

between stores (Hoover's). Most of the money Walgreens makes in pharmacy is from health 

insurance reimbursements. Some prescriptions customers need run into the thousands and that 

is essential how Walgreen’s makes a majority of its profits.  

x Walgreens differentiates itself through its supply chain. Walgreen’s is able to cut the costs of 

its supply of pharmaceuticals by partnering with AmerisourceBergen. Since Walgreen’s family 

company, Boots Alliance also gets its pharmaceutical supply from AmerisourceBergen the two 

companies cut their prices by having a larger buying power. Furthermore, Walgreens owns a 

part of AmerisourceBergen so the money that Walgreen’s and Boots Alliance give to 

AmerisourceBergen is circulating back to them. Through Walgreen’s differentiation model 

they are able to cut prices which they pass to customers. 

x Walgreen’s provides its services in one central location. Customers are able to print pictures, 

buy cosmetics, and pick up their prescriptions all at once.  

4.4 Value Chain 
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Porter’s value chain identifies what internally creates margin profitability. The alignment of this 

model presents the growth of profit. 

The Primary Activities of the value chain model in Research and Development for Walgreens is a 

positive primary activity in which it converts the cost of prescription drugs and applies Wellness 

Centers to contribute to the health of customers. Production is also a positive primary activity. 

Walgreens offers loyalty programs to keep potential and current customers. The various services 

that Walgreens offers to its customers and patients all under one roof take a big part in the 

production of the firm. It’s no surprise that Marketing and Sales is also positive. Walgreens offers 

a Balance Rewards Card and sells more than 500 private brands as well as their own store brand. 

Lastly, Customer Service is positive (Walgreens final presentation) in which employees devote 

themselves entirely to their customers and patients by interacting with them face to face and not 

having a counter in between them. Pharmacists are always available to assist with any questions 

or suggestions. This shows dedication, support, and expertise. This brings more value to not 

consumers but to their brand and image. 

The Supporting Activities of the value chain consist of Procurement which is positive. Walgreens 

is the industry leader in freight supply chain. TAGG logistics distributes products to Walgreens 

(Walgreens final presentation). The Human Resources sector is negative for Walgreens. In the past 

few years, the firm has redesigned the way they train their employees and managers. Senior VP of 

Supply Chain and Logistics, Randy Lewis suggested more job opportunities for individuals with 

disabilities (Wagner & Orvis). This has become one of the focal points of the company. When the 

Anderson S.C. distribution center opened in 2007, Walgreens joined nearby job agencies to fill at 

least 20% of the jobs at the factory with individuals with disabilities. Technology Development 

for Walgreens is positive. They now offer online ordering of prescriptions (but do not deliver). 
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They have introduced a mobile app that allows consumers to interact more with Walgreens. Lastly, 

Infrastructure is neutral because it is centralized. They obtain an “open-door” policy and a 3-part 

legal infrastructure (Walgreens final presentation). 

 4.5 Corporate Structure 

Divisional Structure is applied to Walgreens. Walgreens’ divisional structure has top management 

with follows with several product divisions and then manufacturing, financing, sales, and then 

personnel divisions. (similar to the model below from the textbook) 

 
 

The structure is clearly understood by its employees in different management levels and cautiously 

implemented. The work and responsibilities are assigned to all the works with well-expla ined 

instructions. The current structure is truly supporting the company’s operation and therefore, 

contributing to the successful implantation of the corporate objectives, strategies, policies, and 

programs. 

 4.6 Corporate Culture  
 
Corporate culture is the overarching idea every employee is instilled with that guides him or her to fulfill 

the vision of the company.  It is the personality of the firm and it shines through the actions and decisions 

made by the firm.  Corporate culture is what makes you want to continue working with that firm.  Walgreens 

corporate culture is led by the vision of helping their customers get, stay, and live well.  Some simple acts 
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that Walgreens store employees do are coming out from behind the pharmacist counter and ensuring the 

patient gets exactly what they need.  This brings valuable face-to-face interaction that allows the customer 

to feel more comfortable with their decision in choosing a product.  Another similar task is how the in store 

beauty advisor will aid a customer in choosing the right lipstick. Walgreens has seven core cultura l 

beliefs that radiate from their stores all the way to the corporate offices. 

“Be one– I know what Walgreens must deliver, and I align my daily actions with others to 

make it happen. Be Real– I am open, honest and respectful in my words and actions every 

day. Be Bold– I demonstrate courage in everything I do to create the future of Walgreens. 

Build Trust– I listen, seek to understand and always assume positive intent. Love 

Customers– I engage with customers and passionately innovate to exceed their needs. 

Own It– I constantly ask, “What else can I do to achieve our results?” and refuse to blame 

others. Live It– I help people get, stay and live well “ (Walgreens Corporate Culture).  

These seven key ideals are what create the corporate culture of aiding the community in the most 

genuine and loyal way a pharmacy can. Their culture is very individualized meaning they strongly 

focus on both the single customer and the employee that serves them. When it comes to a person's 

health everyone takes precautions and Walgreens wants their customers to feel like they can trust 

them with their families. Every employee must build a level of trust and respect for each customer 

to give them the best experience.  The employees are in direct contact with customers every day 

and being energetic and real is what every customer needs to feel. As Walgreens grows to become 

one of the key pharmacy companies it will be imperative that the culture stay intact and remain 

friendly and personal.  
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4.7 Corporate Resources 

 
  4.7.1 Marketing  
 
Product Life Cycle  
 

Revenue (US Dollars) 
   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Hudspeth, C. (2016). Walgreens Boots Alliance, Inc. Income Statement. Retrieved July 12, 2016, from 
http://subscriber.hoovers.com/H/company360/incomeStatements.html?companyId=163313000000000 

 
The product life cycle, as defined in the textbook, is a graph that illustrates time plotted vs. the 

monetary sales of a product “as it moves from introduction through growth and maturity to 

decline” (Wheelen & Hunger, 152). The graph above will allow a marketing manager to 

understand the marketing mix of Walgreens’s group of products and its place in the life cycle. 

Walgreens has seen a significant increase in its revenue. Walgreen’s annual revenue growth grew 

from about $72B in 2013 to $103B in 2015 (Hudspeth/Hoovers.com). Walgreens’s annual sales 

of $103.44B, though still fall behind its competitors CVS at $153.29B and Wal-Mart a $482.13B 

(Hudspeth/Hoovers.com) indicating that their product life cycle needs some great modificat ions 

to increase sales and revenue. 

 

 

http://subscriber.hoovers.com/H/company360/incomeStatements.html?companyId=163313000000000
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Market Segmentation 

 

 

 

 

 

 

 

 

 

 

 

Walgreen’s market segmentation falls under three categories: a 25-54-year-old woman, senior 

population, and patients with chronic conditions like diabetes. 

Women in their late twenties and early fifties are the primary caregivers of their households which 

sometimes includes at least one elder family member. The average female shopper at Walgreens 

has at least a high school diploma and holds an average income of $48,000. The store’s “store of 

the future” layout was developed for this Walgreens customer. Her profile and lifestyle encourage 

her to shop for herself, her family, and the elders in her family in which like stated before she is 

the main caregiver. This woman will go to Walgreens and purchase all the home necessities as 

well as for her senior family members’ medications. 

The second market profile goes more depth into the elderly population. The United States 

population is growing due to increased life expectancy. “According to The Administration on 
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Aging, individuals 65 years and older represent 12.4 percent of the population in 2000, and this 

number is expected to increase 19 percent by 2030 and 25.5 percent by 2050” (Storify.com). 

Walgreens will greatly prosper from the elder population as they require many medication and 

prescription drugs to improve their health and lifestyles. Their need for prescription drugs as well 

as other retail products will give a huge revenue outcome to Walgreens. 

The last market profile for Walgreens are patients with chronic illnesses that can include diabetes, 

hypertension, arthritis, high blood pressure, kidney failure, and others. “There is a direct 

correlation of obesity in America and how it’s exponentially increasing the cases of Type 2 

diabetes” (Storify.com). It is estimated by health experts that about 50% of the U.S. population 

will be pre-diabetic. Not that Walgreens supports any chronic disease, but with no control to such 

health factors, Walgreens is here to offer these consumers in bettering their lifestyles and providing 

them with any prescription, product, or service that can help them live healthier through affordable 

prices. 

Market Research 

The market research that has greatly impacted the way customers and patients view Walgreens has 

been through the research of how face-to-face pharmacy and take care clinic programs help 

improve health outcomes, including for Medicaid patients. Dr. London was the main researcher in 

this study. He “highlighted the benefits of these types of programs for the Medicaid population in 

particular” (news.walgreens.com). He explained the lack of managing common diseases and 

presenting that type of educations to customers and patients. He then laid out the improvements 

Walgreens would gain from this market research: 

x Improve Stars and HEDIS quality scores by educating employees with customer and patient 

history. This will also improve patient access to clinics and physicians. 
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x Face-to-face counseling for diabetes patients which will decrease levels for A1C, blood 

pressure and LDL. 

x Providing influenza immunizations to medically underserved areas (MUAs) where Walgreens 

has provided up to 77% of its flu shots in MUAs. 

x “The effect of pharmacists educating at-risk patients on the importance of receiving a 

pneumococcal vaccination. The study found 4.88 percent of the at-risk population immunized 

for pneumococcal disease, compared with 2.90 percent of at-risk patients in a traditional care 

benchmark population. The difference is an increase of 68 percent over benchmark” 

(news.walgreens.com) 

Dr. London discusses that “The power of pharmacist and nurse practitioner- led, face-to-face 

programs is clearly demonstrated,” said Dr. London. “Whether delivered through a community 

pharmacy, retail clinic or worksite health center, these interactions allow for an individualized 

approach to disease management while meaningfully improving health outcomes”. He also 

explains that “The Medicaid population in particular stands to benefit from these types of 

outcomes-driven, face-to-face programs. With a huge expansion in the Medicaid eligib le 

population looming, cost control becomes even more important. It will be vital to find solutions 

such as those offered by Walgreens to help improve patient health while ultimately reducing 

costs.” 

Product Portfolios 

Walgreens offers a broad range of products and services. From beauty products to children’s toys, 

you can find your essentials at Walgreens. Walgreens also offers photo printing services, clinica l 

services, and pharmacy services. Walgreens provides customers with brand over the counter 
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medications and care products as well as products “As Seen on TV”. Please refer to the appendix 

for a better understanding.  

Marketing Mix (4 Ps) 

Product: Walgreens has a variety of retail products combined with pharmacy products and 

services. They offer over the counter medications as well as your typical household items, even 

necessities for pets. Walgreens is trying to be a solution company through its availability of 

products (beauty, personal care items, medicines & treatments, vitamins & supplements, home 

health care solutions, household, grocery, baby kids & toys, sexual wellness, diet & fitness, 

seasonal, and more). Walgreens is expanding in beauty and fresh food products to better serve 

their dynamic customers. This drug store retail has added digital commerce into their marketing 

mix. This will grow quickly and create a big change in retail and healthcare. 

Price: The pricing strategy that Walgreens uses is the high/low pricing strategy. This pricing 

strategy is when a firm sets “the price of most products higher than the market rate, while offering 

a small number of products at below-market prices. By doing so, a retail or web store location 

hopes to attract customers with its low-price offerings, at which point they will also buy some of 

the high-price items. The seller hopes that the net effect of this strategy is to increase overall 

profitability, despite incurring losses on the few low-priced items” (accountingtools.com). This 

allows Walgreens to compete with one of their large competitors Wal-Mart. By using this pricing 

strategy, Walgreens will generate more profits and attract more consumers. Overall, this helps 

Walgreens to sell a grand amount of merchandise. A specific pricing method that Walgreens 

focuses is on is pricing certain products in a competitive manner. They use their databases and 

pricing analysis to determine which products can be afforded to be sold at lower costs and which 

are more popular to be sold at higher prices. For instance, if hair care products are a major trend 
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and something consumers have been purchasing a lot of that lately, Walgreens would 

competitively price those products. 

Place: Walgreens has a physical store experience termed Well Experience where customers are 

highly engaged with employees and their expertise. They tend to serve every American community 

possible. They have expanded their Well Experience concept by opening up more than 300 stores 

in the past three years. Walgreens wants to advance itself in serving communities through three 

goals: “delivering comprehensive care for its customers by leveraging its community presence in 

all 50 states; providing a differentiated experience that competitors can’t easily match; and 

building strategic partnerships with physicians, health insurance companies, hospital systems and 

large employers” (news.walgreens.com). It does not signal any plans to expand overseas as of now.  

Promotion: Walgreens has several means of promotion. They have been providing coupons on 

Sunday newspapers for over 50 years. This has grown to appear 2-3 times per week in print and 

online. Through their Well Experience program, they have enabled a Rewards Loyalty program 

(with more than 70 million active members). Walgreen’s Rewards Loyalty program has been one 

of the most successful loyalty programs in the retail industry (news.walgreens.com). Additiona lly, 

Walgreens advertises through television commercials. Their commercials target primary 

caregiving mothers such as mothers that are actively participative in their daughters dance teams. 

They add sentiment to their commercials and promote that by purchasing vitamins at Walgreens, 

you are also contributing to vitamins for those in poverty and urgent need. 

4.7.2 Finance 
 

Financial Leverage  
 

 
 
 
 

 
 

Source: Walgreens Boots Alliance Inc. (WBA) |  Adjusted Ratios. (2016). Retrieved July 14, 2016, from https://www.stock-analysis-
on.net/NASDAQ/Company/Walgreens-Boots-Alliance-Inc/Ratios/Adjusted-Ratios 

https://www.stock-analysis-on.net/NASDAQ/Company/Walgreens-Boots-Alliance-Inc/Ratios/Adjusted-Ratios
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Financial leverage, the textbook defines as “(the ratio of total debt to total assets) [that] is helpful 

in describing how debt is used to increase the earnings available to common shareholders” 

(Wheelen & Hunger, 203). Walgreen’s financial leverage in the past five years demonstrates a 

steady increase and then a huge leap from 2014 at 1.82 to 2015 at 2.23. Walgreen’s adjusted 

financial leverage shows a decline from 2013 to 2014 and from 2014 to 2015. What this means is 

that Walgreens has some debt that it uses to buy more assets. Its leverage indicates its avoidance 

of using too much equity to pay for other costs (accountingtools.com). We can see that in 2015 the 

financial leverage increased suggesting that it has become difficult for Walgreens to repay its debt.  

Capital Budgeting 

Wheelen and Hunger explain that “capital budgeting is the analyzing and ranking of possible 

investments in fixed assets such as land, buildings, and equipment in terms of the additional outlays 

and additional receipts that will result from each investment” (Wheelen & Hunger, 203). There is 

no access to Walgreen’s capital budgeting at the moment. 

Ratio Analysis as of 08/31/2015 in USD (refer to Appendix) 

All research has pointed out that between 2011 and 2014 things were going well for Walgreens, 

financially. However, going into 2015, financial ratios showed a deterioration. As has been 

highlighted throughout this strategic audit, Walgreens has been focusing on its internal resources 

such as human resources rather than other things. This could be the reason behind Walgreens’s 

decrease in the presented ratio above as well as other factors. 

  4.7.3 Research & Development 

“A company’s R&D intensity (its spending on R&D as a percentage of sales revenue)”, the 

textbook defines, “is a principal means of gaining market share in global competition. The amount 

spent on R&D often varies by industry” (Wheelen & Hunger, 204). Through our research we found 
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in Walgreens’s annual report that “the amount we spend on research and development activities is 

not material” (Walgreens annual report). 

Walgreen’s has been focusing on initiating a research project that will improve outcomes of 

patients with chronic diseases (a major market segment for Walgreens). Johns Hopkins Medicine 

(JHM) and Walgreens plan to team up and enter a population-based research to improve care for 

individuals. This research program will develop education and training programs for Walgreens’s 

70,000 health care service providers—their technological competence. Technological competence 

is defined as “a corporation’s proficiency in managing research personnel and integrating their 

innovations into its day-to-day operations” (Wheelen & Hunger, 902). Kermit Crawford, 

Walgreens president of pharmacy, health and wellness explained that “By collaborating with Johns 

Hopkins Medicine, we will access some of the best expertise in healthcare to develop research, 

protocols and training programs designed to improve patient outcomes through our nationwide 

network of accessible community pharmacists, nurse practitioners, physicians and other 

clinicians” (news.walgreens.com). In response to this, Patricia Brown, president of Johns Hopkins 

HealthCare LLC claimed that “With its large patient and client base, sophisticated IT infrastruc ture 

and commitment to improving healthcare outcomes for its patients, Walgreens provides us with a 

unique opportunity to conduct large-scale population-based research. It also affords us the chance 

to augment Walgreens’ existing quality and education programs to enhance care and outcomes for 

a very large number of people” (news.walgreens.com)—Walgreen’s technological transfer, “the 

process of taking a new technology from the laboratory to the marketplace” (Wheelen & Hunger, 

204). JHS will collaborate tightly with Walgreen experts to examine and enhance care. This will 

also open up more professional education programs for the Walgreens network. This will overall 
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influence Walgreen’s customers and patients through bettering their lifestyles, health, care, and 

disease-specific programs. (news.walgreens.com). 

  4.7.4 Operations and Logistics 

Walgreens has its form when it comes to operations and logistics. For the term of operations, the 

company sets a manager for each individual store and the manager has the right to manage financ ia l 

problems, human resources problems and any other additional problems. They have their own 

pharmaceutical factors and transportation services. Therefore, the operations for Walgreens is 

simple in which anything in store is managed by each manager in the local store. Connection for 

each store, the functioning of the goods, the circulation of the capital funds is managed by the 

command management center. For logistics, Walgreens has its major command management 

center to conduct products for each store and makes transfers between them. Walgreens has been 

signing contracts with several transportation companies, for example, Swift transportation 

company. Therefore, the company did a pretty good job in the sector of operations and logistics as 

compared its competitors.  

  4.7.5 Human Resources 

For human resources, Walgreens has hired people with disabilities in their local stores. This 

emphasizes their mission statement and capitalized word of “Love”. However, all the employees 

need to join a training program before they can actually work in the company. Training time 

depends on the abilities to learn new skills. Most of the time, people will have two weeks of 

training before they work in the company. So, every employee who works for Walgreens is a 

caring professional compared with the company’s competitors. Walgreens also accepts online 

applications for those people who are interested to work in the company. Most of the time, people 

will be accepted one they finish their training program. Therefore, in the human resources 
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department, Walgreens has been giving a good example to its competitors by demonstrating care 

and openness to society. In conclusion, Walgreens has high rankings in companies with happiness 

in the workplace in United States of America.  

  4.7.6 Information Systems 

For information systems, Walgreens shows weakness in technology infrastructure. Walgreens is 

one of the simplest pharmacy stores which offers drugs and some other daily products. However, 

Walgreens provides online ordering services which allow its older customers access to their online 

products as well as delivery to the convenience of their home. However, the company lacks the 

use of advanced technology infrastructures in the industry. Therefore, Walgreens is weak in the 

information systems sector. 

4.8 IFAS Table  
 

Internal Factors  Weight Rating Weighted 
Score  

Comments  

1 2 3 4 5 

Strengths  
    

§  Strong Brand 
recognition 

.15 4.5 
 

.675 
 

Ranked among “500 America’s 
largest company’ and “Global 500 
largest companies” in 2014. 

§  Strong Distribution 
network 

.15 4.2 
 

.63 Establish drugstore retail network. 
 

§ Diversified customer 
focus  

.15 4.3 
 

.645 
 

Provide health care service & 
printing service 

§ Wide portfolio on 
healthcare and pharmacy 
services  

.10 3.8 .38 
 

Increase average spend of the 
customers  

Weaknesses 
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§  Store concentration .15 
 

4.5 .675 
 

Most store are concentrated in fewer 
location 

§ Production recalls  .15 4.5 .675 Involvement in some legal issues 

§ Price strategy & cost 
management 

.15 
 

4.5 .675 
 

Large discounter by its competitors 
effects on Walgreens 

Total Score  1.00 
 

4.355 
 

 

V.  Analysis of Strategic Factors (SWOT) 
 
 5.1 Situational Analysis (SFAS Table) 
 

Strategic 
Factors  

Weight Rating Weighted 
Score  

Short Intermediate long Comments  

1 2 3 4 
   

5 

Strengths  
       

§  Strong 
Brand 
recognition 

.05 1.8 .09 
  

X Ranked among 
“500 America’s 
largest company’ 
and “Global 500 
largest 
companies” in 
2014. 

Diversified 
customer focus  

.05 1.5 .075 
 

X 
 

Provide health 
care service & 
printing service 

Weaknesses 
       

Store 
concentration 

1.5 2.8 .42 X 
  

Most store are 
concentrated in 
fewer location 

Production 
recalls  

1.0 2.3 .23 
 

X 
 

Involvement in 
some legal issues 
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Price strategy 
& cost 
management 

1.6 2.9 .464 
 

X 
 

Large discounter 
by its competitors 
effects on 
Walgreens  

Opportunities  
 

       

Acquisitions .10 2.6 .26 X 
  

Provide more 
room for the firm 
to upgrade. 

Generic drugs 
market growth 

1.2 2.3 .276 
 

X 
 

International 
markets provides 
large scale 
profitability. 

Threats  
       

§  Labor cost 
increase in US 

.10 3.0 .3 
 

X 
 

Affect company’s 
margins by 
increasing wage 
rates & related 
costs 

Regulations on 
prescriptions 
and the volume  

.17 3.5 .595 
 

X 
 

Lose market 
share and 
decrease the 
margin over drug 

Total Score  1.00 
 

2.71 
    

 
 5.2 Review of Mission and Objectives 

If Walgreen’s changes to solely a pharmacy location then the mission and objectives will need to 

be changed also. The current mission statement states that the company wants to be the most loved 

in regards to pharmacy, health, and beauty. The new mission statement should be as follows, to be 

America’s most loved, honest, and trustworthy pharmacy.  In terms of the company's objectives 

Walgreen’s does not have an official objective outlined. The objectives should be: 

1. Establish our brand name to represent the company as a pharmacy. When individuals picture 

Walgreen’s brand name they should envision a place of great customer service, well educated 
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staff, and a clean environment.  Customers should know that Walgreens cares about them and 

they are considered a part of the Walgreen’s family. This can be achieved by providing the 

lowest costs for pharmaceuticals, providing excellent customer service, and giving back to the 

community. 

2. Advancing our pharmacy will be achieved by opening up pharmacies in locations where 

there is plenty of retirement locations nearby large populations. Since Walgreen’s will be 

completely a pharmacy location we can open up additional stores by become more competitive 

by having locations directly next to large retailers and competitors such as Wal-Mart. Before 

the changes, locations next to large retailers were hard to generate revenue but since the 

changes Walgreen’s can now be more competitive. Since we will specialize in pharmacy our 

customers will have a greater desire to come to us regarding their health and wellness than a 

small location inside of Wal-Mart. 

3. Our Global Platform will be provided by Walgreens Boots Alliance. Walgreen’s will stay in 

America while Boots specializes in international affairs. Our objectives will be to attract the 

best pharmacist to our work for our stores because of their ability to transfer to internationa l 

stores. Pharmacist will be able to easily transfer to boots or Walgreens pharmacy. Additiona lly, 

we can advance our knowledge of pharmacy by sharing information globally. 

4. Financial objectives will be to raise our market power by the new acquisition of Rite Aid. 

Walgreen’s will be able to have a larger market power and therefore will be able to reduce 

cost. Our goal is to partner with other companies that will provide the best cost reduction for 

Walgreens and who also share our values of customer wellness. Financially we want to reduce 

our costs so that we can save our customers the most money. 
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VI.  Strategy Alternatives and Recommended Strategy 
 

 6.1 Tows Matrix 
 

Internal 
Elements (Row) 
External 
Elements 
(Column) 

Strengths  
1.     
     1.Strong brand recognition 
2.   2.Prime distribution network and 

service 
3. Wide portfolio on healthcare and 
pharmacy services 

Weaknesses 
1.      
     1.Store concentration 

2.Pricing strategy & cost management 

Opportunities  
 

1.  1.Generic drugs 
market growth 

2.  2. Merger with 
Boots Alliance 

Take advantage of the well-known 
merger with Boots Alliance to 
strengthen the brand and reputation. 
Allocate resources to enhance growth 
in drug markets with an additional 
efficient distributing service. 

Take the opportunity to build more 
stores among communities while the 
occupied market is growing. Secure a 
reasonable premium out of our own 
products regardless of discounters, and 
avoid devaluing the brand name. 

Threats  
 

1.     1. Intense 
competitions 
(CVS) 
2. Regulation on 
prescription and 
the volume 

Utilize competitive advantages of the 
strong brand, distribution and service 
to cope with competition. A wide and 
diversified portfolio can reduce 
regulation costs. 

Overcome the scatterplot of stores 
through business strategies on pricing 
against competitors and regulations with 
a standard premium 
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6.2 Strategic Alternatives 

6.2.1 Pros and Cons 

SO: The strengths and opportunities of Walgreens propose a “SO” strategy that uses strengths to 

take advantage of opportunities. The major pro of this strategy is by taking advantage of the well-

known merger with Boots Alliance, Walgreens will be capable of strengthening its brand name 

and reputation among societies. Also the company will build competitive advantages regarding a 

wide portfolio on healthcare and pharmacy services, which allows a potential and sustainab le 

generic drugs market growth. Moreover, Walgreens’s strength on prime distribution network and 

service will efficiently help on the market growth based on its partnership with the pharmaceutica l 

distribution company AmerisourceBergen. The overall pro of this strategy is to generate an 

effective resource allocation for Walgreens to exploit its opportunities of greatly exploring generic 

drugs market. The major possible con of this strategy can be a reduction on the company’s daily 

operational power due to a proportion of business strengths is going to be allocated for taking 

advantage of the strategic opportunities. 

WO: The “WO” strategies allow Walgreens to take advantage of its opportunities by overcoming 

weaknesses. The successful merger with Boots Alliance would have increased Walgreens’s 

capital; therefore, the company would take these opportunities to build more stores among 

communities while the occupied market is growing. As the total number of stores increases, the 

company’s weakness on less store concentration among communities can be overcome shortly. 

After Walgreens’s generic drugs market got expanded, the company can obtain the initiatives on 

pricing its grocery and mainly its costly specialty drugs regardless of its weakness on competing 

discounters with lower pricing strategy. The pro of the strategy expressed as Walgreens obtains an 

advantage on negotiating price with both pharmaceutical manufacturers and customers since the 
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corporation has remained a large market growth, the firm could secure a reasonable premium out 

of its products and services while simultaneously overcoming its weaknesses on pricing strategy 

and cost management. The con could be a possible brand and quality devaluation when Walgreen 

takes the opportunities to overprice or underprice its products and services. 

ST: Walgreens has the potential to propose the “ST” strategy in order for avoiding threats based 

on its strengths. The company’s major strength is developed on the integration of strong brand 

name recognition and distribution network and service, which becomes its main competitive 

advantages over other competitors such as CVS. Intense competitions existed in the industry for 

Walgreens is avoidable based on its dominating strengths throughout the market. Furthermore, 

Walgreens’s wide-diversified portfolio on healthcare and pharmacy service is effective and 

contributing to corresponding regulation on prescription and volume that are designated by laws, 

which potentially constrains the corporation’s profitable businesses. The portfolio reveals 

Walgreens’s strengths on not only the pharmacy but also the healthcare services, and it is valuable 

when harsh regulations hit the business because of the effective diversification on risks. As long 

as Walgreens has good performance on both business segments of pharmacy and service 

departments, the firm is capable of avoiding unexpected threats because one of them outweighs 

the other; hence, the major pro for the “ST” strategy. The con of the strategy appears to be the 

possibility of the business portfolio not being well-diversified in some point. This will cause the 

whole company lose its competitive power against sudden regulation and rapid changes in the 

market. 

WT: An effective “WT” strategy is able to minimize Walgreens’s weaknesses to avoid threats. A 

weakness on store concentration is able to be minimized through winning intense competitions in 

the market. When Walgreens’s business is doing well enough and generating considerable income 
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for the company, the corporation needs to worry less about the scatterplots of store locations. A 

potentially profitable source for Walgreens’s current situation would be minimizing the costs on 

pricing strategy and management in competing typical discounters such as CVS. The major pro of 

this strategy would be allowing the company to generate profits when minimizing its weaknesses 

and avoiding threats during business operations. However, a possible con would be losing a 

considerable premium when Walgreens is failing to cope with regulation on its major business 

resources of prescription. Consequently, the effective pricing strategy against competitors and 

regulations when Walgreens intents to minimize weaknesses to avoid threats under unfavorab le 

business circumstances. 

6.3 Recommended Strategy 

 6.3.1 Corporate Strategy 

In order to become, “America’s most loved pharmacy-led health, wellbeing and beauty retailer,” 

Walgreens’ depends upon the success and reputation of its in store pharmacy as well as the image 

of the firm as a community centered organization. By instilling a sense of superior service and 

knowledge of the health and wellness industry, the company is capable of attracting customers 

who desire to better themselves, while at the same time persuading its customers to accept 

Walgreens’ as a key player in the community who can supply the medical needs of the families in 

the area. 

In order to achieve this lofty goal, Walgreens must consolidate their assets and transition their 

company to exploit the reputation of their pharmacy as the premier distributor of prescriptions and 

health services. If Walgreens desires to remain competitive, the firm must move away from its 

current retail business as this section of the company is not imperative to achieving its overarching 

goal and continuously mitigates the Walgreens’ brand the company is attempting to creating.  
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  6.3.2 Business Strategy 

In order to become, “America’s most loved pharmacy-led health, wellbeing and beauty retailer,” 

Walgreens has identified three key growth drivers which include their signature Wellness 

Experience, advancing community pharmacy, and establishing a global platform. Each of these 

three growth drivers advance the company's mission while simultaneously allowing Walgreens to 

generate a profit with which to grow.  

The first key growth driver which has allowed Walgreens to maintain its current success is the 

development and strategic implementation of the Wellness Experience. The Walgreens’ Wellness 

experience is the concept that Walgreens should be customer focused not only in its retail 

department but in its pharmacy as well. Following this guiding principle, Walgreens has 

transformed their operational layout, emphasizing an increase of patient to doctor contact, as well 

as opening its own health care clinic offering services from physicals to health screenings to 

vaccines and more. In addition to the creation of new services within the pharmaceutical section 

of its business, Walgreens has also invested heavily into Information Technology. With the 

increase of funding toward technology in the firm, Walgreens has developed portals which allow 

communication with its customers. For example, the Walgreens website now empowers its 

customers to schedule appointments, access information about health conditions and share health 

contacts online as opposed to in store. These developments ultimately add to the customer 

experience by creating an ease of service that not only benefits the Walgreens’ customers but its 

team members as well. The final effect that the Wellness Experience has on Walgreens image is 

that it builds Walgreens’ reputation as a pharmacy-lead organization. This characteristic is the key 

kernel that drives Walgreens’ success, as it allows the company to differentiate itself based upon 

its pharmaceutical specialty. 
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The second driver that advances the Walgreens brand is the company’s dedication to advance 

community pharmacy. In this regard, Walgreens has taken several actions which bring the 

Walgreens brand to the community around it. One action Walgreens has taken to establish a 

community outreach is to  hire individuals with disabilities. One such example is at the Anderson 

Distribution Center in Washington D.C., here team members benefit from flexible workstations, 

elevators for those who can't walk up the steps, touch-screen computers with large icons and easy-

to-read type for the visually impaired, as well as new systems designed to help all team members 

work efficiently. Another program implemented by Walgreens is to transform itself as an 

environmentally sustainable company. To accomplish this goal, the company is installing solar 

panels on several of its stores, is currently practicing techniques which conserve energy, utilizing 

recycled water, and is even a proud owner of a net-zero store in Evanston, Illinois which has its 

energy use supplemented by two wind turbines, nearly 850 solar panels and a geothermal system 

burrowed 550 feet into the ground. The final method Walgreens incorporates into its business as 

to develop its community outreach is through a meticulous method to select storefronts. Walgreens 

capitalizes on its growth by expanding itself into areas that have a high chance of success due to 

the amount of foot traffic, the nearby stores, as well as the characteristics of individuals living in 

the community. These various tactics have allowed for Walgreens to shape their brand into what 

is considered a community centered pharmacy, and creates an organization that realizes their place 

not only in their industry but their place in the community as a key aspect in their customers lives.  

The final growth driver that allows Walgreens to continue to grow and prosper is the company's 

global platform. In order to meet the demands of individuals across the world who require 

pharmaceutical services, Walgreens has partnered with both AmerisourceBergen and Alliance 
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Boots in order to deliver superior service globally. By merging with Alliance boots and utilizing 

the expert service AmerisourceBergen brings to the pharmaceutical industry, Walgreens has been 

capable of opening new store fronts in over 25 countries. This growth has allowed the company to 

expand their brand into new locations that have inherently different markets, which allows 

Walgreens to implement its strategy into areas with either less competition, or less developed 

companies. This characteristic of their global platform has encouraged growth as Walgreens is 

capable of growing alongside these communities abroad as well as in the United States. 

6.3.3 Functional Strategy 

Naturally, with the changes in the recommended strategy for Walgreens, it is vital that the 

functional strategies in the areas of marketing, finance, operations and other aspects must be altered 

as well. The new functional strategy must be developed to work in unison in order to make the 

progress necessary to achieve the new corporate vision. The functional strategy must advance the 

new corporate and business strategies that Walgreens has laid out to help the company become the 

number one pharmacy-led company in the United States, surpassing CVS. The purpose of 

functional strategy is to advance the plans for the company that are laid out in the mission, vision, 

and corporate and business strategy. Functional strategy is implemented to carry out the business 

and corporate strategies in the functional areas of marketing, finance, operational and interna l 

business processes. The company must allocate the necessary resources to accomplish the goal of 

reaching the objectives that are set.  

With that being said, the functional strategy for the marketing aspect of Walgreens will be focused 

on building the brand to be the number one most valued brand in the pharmacy and drugstore 

industry. This will be accomplished by advertising as well as the training of employees to spread 

that community feeling at their respective stores. Walgreens will have to dedicate a suffic ient 
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amount of resources to accomplish this task of overtaking the CVS brand. Marketing will be an 

excellent tool to be able to separate themselves from CVS. 

Next, the financial functional strategy for Walgreens will be focused on increasing the value of the 

company shares by working to maximize profits. Walgreens will have to show that the recent 

acquisition of Rite Aid will result in a significant amount of profit for the company. This can be 

measured by various profit ratios as well as the aforementioned stock price. Walgreens must be 

able to focus on the products and services that are bringing in the most revenue as well as position 

themselves as a pharmacy first company. 

Additionally, the operational functional strategy will be focused on continuing to train their 

employees to maximize productivity. This will be the core foundation of the company because 

employees are the key to the company's success. There must be a sufficient support system that is 

in place as well. Employees at all levels should feel as though they can offer up their ideas in an 

attempt to improve the company in any way possible. This will increase the innovative ideas of 

the company because Walgreens will be honest and welcoming to the ideas of employees who are 

the ones that are dealing with customers on a day to day basis. The functional strategy of locating 

Walgreens stores on the corner of every block will still be implemented. This is a vital advantage 

that Walgreens currently has over CVS Pharmacy and it needs to be taken advantage of fully in 

order to continue to close the gap between the two companies.  

Lastly, Walgreens will need to implement similar functional strategy in the areas of human 

resources and research and development. Walgreens may continue to hire people with disabilit ies, 

but those individuals must be able to provide sufficient value to the company to justify the hiring. 

There are plenty of individuals with disabilities that can provide value to a company and it is up 

to Walgreens to be able to find them and train them to be a productive employee who provides 
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value to the company. Additionally, the training programs that human resources develop will need 

to continue because these are excellent ways in which the company can maximize productivity as 

well as the amount of value that the workers bring to the company. The Research and Development 

functional aspect needs to continue to focus on finding ways to reduce costs through different 

drugs and suppliers. There are always alternative medications and drugs that are coming to the 

market and it is up to Walgreens to be able to find those cheaper alternatives and be able to offer 

them to the customers that need the discounted price because they cannot afford other medications 

due to insufficient income. 

6.3.4 Policies 

The current policies of Walgreens will be kept intact for the most part. The current policies were 

developed and implemented by Walgreens and have been successful. There will need to be some 

small adjustments in order to accommodate the new strategies that the company will be 

implementing. Most notably, Walgreens will need to trim some of its product line. This will be a 

part of the strategy to focus on the products and services that are bringing in the most revenue and 

the ones that are the highest selling items based on regions. Additionally, Walgreens will need to 

start to turn most of its focus towards the pharmacy aspect of the company. This will prove to be 

a prudent move because Walgreens will need to demonstrate its expertise in this field with 

competitors such as Wal-Mart and Vons also opening up pharmacies. However, training programs, 

corporate policies regarding stores and structure will remain the same because the changes will 

not force the company to deviate from the policies that have made it so successful. 

In concluding this section, it should be reiterated that the policies that Walgreens currently 

implements will be able to continue to be used because they mesh well with the new strategies that 

will be used. The suggested business and functional strategies are deviations from the current 
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Walgreens strategy, but it does stay in line with the Walgreens mission and corporate vision o0f 

being America’s number one pharmacy. Therefore, there will only need to be the minor 

adjustments that were mentioned above in order to prepare the company to implement the newly 

formed strategies. 

VII. Implementation 

 7.1 Implementation Program 

In order to instill the change necessary to carry out our strategy effectively, Walgreens’ must lay 

out several implementation programs as to move the company forward. In its most basic form, 

Walgreens must focus on expanding the Wellness Experience. The company has observed that in 

order to generate success for the company in the near future, much must be done to expand the 

services offered by the Walgreens pharmacy. By expanding the number of services as well as 

changing the fundamental way Walgreens conducts its business in the pharmaceutical portion of 

its store, the company can generate awareness of the Walgreens brand. If Walgreens desires to 

cement its future as a pharmacy-lead business, one tactic the company is capable of implementing 

is a transition from a pharmacy and retail business into solely a pharmacy. By discontinuing other 

ambiguous products which often times have little to no health benefits, and remove itself from the 

retail industry characterized by low profit margins and bulk sales, more revenue can be pushed 

towards programs that advance the company's mission to attain the position of becoming the 

number one pharmacy in the world. Walgreens then can have the opportunity to partner with any 

major retail outlet which has interest in participating in the pharmaceutical industry such as 

Walmart and Target, and become the company in charge of that pharmaceutical business in store. 

This policy change will allow Walgreens to capitalize on its reputable brand and continue its legacy 

into the future. 
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7.2 What Must Be Done 

  7.2.1 Programs Activities 

  7.2.2 Action Steps 

Customer Programs: 

There are four required programs for Walgreens’s implementation program regarding its balanced 

scorecard. They are financial, customer, internal business, and learning and growth programs. For 

each of Walgreens’s required program, there are four supporting program activities. In terms of 

the customer program, the first proposed activity operates with an objective to make every 

customer leaves the stores with the products they were looking for. Walgreens is always working 

hard to supply what customers demand within its pharmacy-led convenience stores. An effective 

measure to the success of this objective would be a widely used customer ratings, which reveals 

the company’s trust and integrity in doing business with the communities it serves. Overall 

Walgreens is targeted at exploiting in each of the customer enrollment with its own reward 

program, which can potentially generate a 5% increase in membership. Employee training 

programs are expected to serve as the initiative to help achieving the corresponding objective. The 

second customer program activity has an objective to improve and perfect the store safety for 

customer visits. The secure and safe atmosphere within the stores is essential for customer 

experience, and it is measured by a practical number of returning customers. When people revisit 

our store, we have a target and goal to make sure at least 90% of them receive professional help 

and satisfied. This entire activity serves an initiative to enhance value and performance of 

Walgreens’s loyalty program.  The third activity plans to achieve an objective of expanding 

customer basis and maintaining loyal customers. Its overall success is measured by the amount of 

new customers due to Balance Rewards. The activity intends to reach a target of 99% of customers 
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having safe store visits. In addition, in-store reward program ads and reward card consulting 

service are available at the counter as initiatives to drive the activity. The objective of the fourth 

activity is focused on providing extraordinary customer service by greeting and proactively 

assisting customers. Employees’ availability plays a key role in measurements, as if a dimension 

reflects how sufficiently workers assist customers. The act is created for a target of 95% customer 

satisfaction. Initiatives of increasing security service among the communities are a motivation to 

the whole activity that serves customers. 

Financial Programs: 

Walgreens’s proposed financial program has a main constructed activity that shares an objective  

in profit growth, which demonstrates the acquisition of Rite Aid that leads to potential new profits. 

The success of this object is measured under a financial projection to the public. The target of 

the activity is to attract new shareholders with a new acquisition plan based on the financ ia l 

projections, which suggests a combination of the publicly financial information and predictions as 

initiatives. The following second activity intents to increase dividend payout as if signaling 

managers’ confidence in future cash flows generated from Walgreens’s potential performance. An 

investigation into potential decreasing supplier costs with the switch to AmerisourceBergen is used 

as a measure for this activity’s success. Consequently this activity can help Walgreen to approach 

the target of increasing bargaining power after an implementation of the corporation’s own 

distribution service. An initiative of changing Rite Aid pharmaceutical distributor as 

AmerisourceBergen is effectively driving the activity to move forward. The last activity required 

for financial program has an objective to identify stores near Rite Aid that need to close in order 

to reduce unnecessary costs for adjacent locations. The specific measurement for this activity’s 

success would be an increasing market share that further indicates Walgreens’s bargaining power. 
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The ultimate target for the implementation is to reduce buying costs with the integration of 

Walgreens and Rite Aid’s enhanced purchasing power. Initiatives of securing lower costs based 

on the combination of alliance insurance companies with improved supply chains are intends to 

succeed the financial program activities. 

Internal Business Processes Programs: 

The internal business processes programs insisted on a first-determined programmatic activity 

that concentrated on becoming solely a pharmacy contracted by other corporations as Walgreens’s 

objective. The success of this specific activity is measured by a comparison between the revenue 

from the company’s pharmacy segment and its retail department. The ultimate target for this 

activity is an extreme product concentration on only health and wellness retailing by 2018 in order 

to boost the company’s unicity. Initiatives involved a strategic communication with possible 

alliances such as Wal-Mart and Target or even Vons. Eventually Walgreens intents to improve the 

performance on Wellness Experience in every store. The second activity expresses a meaningful 

objective to combine pharmacy knowledge of Walgreens and Rite Aid in order to serve the 

communities in a more professionally way. The success of this activity is measured by the increase 

or decrease customer base before and after the acquisition, which an increasing customer number 

could indicate the combined companies are better serving the communities with advanced 

pharmacy knowledge. Therefore the target of this activity is straight forward to boost up the 

pharmacy efficiency. In addition, the initiative intents to release front-end employees as much as 

possible, so that Walgreens is competent to sufficiently operate its business with the smallest 

amount of workforce. The third activity has an objective to enhance awareness of Walgreens’s 

pharmacy-led stores to customers in order for a larger customer base. A corresponding 

measurement for this activity’s success is the comparison of customer base change before and 
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after the cooperation and knowledge share between the combined companies. The final target for 

this activity is to make Walgreens well known as strictly a pharmacy company, so that the essence 

of the corporation is deeply rooted in customers’ mind. After Walgreens has well developed its 

essential awareness among the communities it serves, the company becomes able to efficient ly 

serve people around even with properly decreased-size stores; hence, expressed the initiative for 

this particular internal business processes program. Last but not least, the fourth activity remains 

an objective to hire top pharmacists and transfer them to the most business locations as a major 

effective method to maximize the company’s serving power. The measure of this development on 

the company’s competitive advantage would be a profits comparison before and after the top 

pharmacists’ transfer, which reveals the true effectiveness and contribution of this activity to the 

internal business processes program as a whole.  The target instilled would be a 33% increase on 

profits. Moreover, the company suggests hiring a security team to offer protection services and 

supervision to all of the pharmacy products as its initiatives to accomplish the activity.         

Learning and Growth Programs: 

Regarding the last program required for learning and growth, there are also four program activit ies 

according to the balanced scorecard. The first one of its program activities emphasizes an 

objective to create strategy awareness and motivation for everyone at Walgreens. Together with 

the second activity, which shares an objective to exploit the advantaged alliance with Alliance 

Boots for a market expansion in America, both objectives’ successes are measured through a 

series of surveys, the amount of training time, engagement drivers, level of employee skills, and 

the rate of employee retention. Each of these activities work towards the same target, which is to 

make the pharmacist to the janitorial team know exclusively well what Walgreens’ strategic goals 

are. In the end, a strategic company culture is decided to establish and maintain for the whole 
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Walgreens team’s daily life, which consequently serves as the initiatives for the first two of the 

learning and growth program activities. Moreover, the considerable third activity concentrated on 

evaluating the rapid change of the pharmacy retailing industry with a main objective is to identify 

the key players. This is complementary to the fourth activity that intents to set benchmarks in all 

levels of the firm in order for establishing a standard. Both of these activities’ successes are 

measured by the number of stores all over the world, which particularly would compare to nearby 

pharmacies based on business performance. They are created to tackle a target of becoming the 

leading pharmacy worldwide. In addition, the following initiatives contributed to the last two 

program activities, which are placing higher level leadership overseas and constantly consulting 

with Alliance Boots about Walgreens’s oversea strategy on worldwide position and 

entrepreneurship. 

  7.2.3 Who Implements Strategy 

In order to transition the company into becoming solely a pharmacy, there must a movement 

throughout the entire company which will expand upon the iconic Wellness Experience currently 

offered by the company. Listed below are the Board of Directors for Walgreens along with how 

each of these individuals will ultimately contribute to this massive undertaking. 

x Stefano Pessina (CEO): Pessina is the key to implement this strategy on a large scale. He will 

be in charge of spearheading this movement by ensuring that each other board of directors 

members is fulfilling their duties, and if necessary aid the other members in order to mainta in 

the constant change necessary in order to reach their goal to become solely a pharmacy.  

x Richard Ashworth (President of Pharmacy and Retail Operations): Ashworth will be tasked 

with becoming the primary source of implementing this strategy in our individual stores. To 

do this Ashworth must examine each of our stores in order to understand which specific 
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characteristics and products that add little value to this new method of business and must be 

altered in the coming future. As the company makes the shift to becoming located inside other 

retail providers, Ashworth will then serve as the primary contact to our new locations in order 

to guarantee the signature Walgreens service to our customers 

x Abhi Dhar (Senior VP and Chief Information Officer): Dhar will continue to find new ways in 

order to implement Information Technology, but instead of allocating resources into the 

information technology of existing stores, Dhar will oversee the primary methods that IT 

impacts the success of our new pharmacy locations. 

x Linda Filler (President of Retail Products and Chief Merchandising Officer): Although her role 

as the leading manager of our retail department must be eliminated during our transition, she 

will have a central role in aiding Richard Ashworth by expanding the health and wellness 

products and services. By placing her expertise into this area of our business as opposed to 

retail, Walgreens will be capable of building upon its new platform of service and develop its 

brand as a pharmacy centered business 

x Brad Fluegel (Chief Healthcare Commercial Market Development Officer): Fluegel’s job as 

the company transitions into this new form of business will be to preposition the Walgreen’s 

brand. If the company desires to continue its success it will need to reintegrate itself into the 

minds of its customers as a pharmaceutical expert. While this characteristic was the main goal 

from the implementation of the Wellness Experience, its implementation is able to be carried 

a step further through this transition. Fluegel will need to channel this rigorous metamorphos is 

into a positive light to our customers as well as the community we service through the use of 

media, publishing the goals of our firm, as well as clearly stating our mission and direction to 

our team members around the world. 
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x Stevens Sainte-Rose (Chief Human Resources Officer): The process to become solely a health 

and wellness firm requires discontinuing the ambiguous retail aspect of our business. Due to 

this action, employees must be laid off as to consolidate our assets into the Walgreens 

pharmacy and allow our firm to grow in the correct direction. Sainte-Rose will be given the 

challenge to slowly and effectively move these individuals out of the company by giving our 

employees time, aid, and communication in order to perceive this change in a positive light. 

To be successful with our new business plan the company must develop itself to be on good 

terms with our employees; once this has been achieved our remaining team members will 

understand their role in our new business model, and can effectively aid us in carrying out our 

mission. 

x Reuben Stone (Senior VP of Supply Chain): As the change in our business model occurs on a 

physical level, it is imperative our supply chain stay strong as to allow Walgreens to deliver 

the same level of premier service it has been in the past. When new stores are opened and our 

services change, Stone will need to guarantee that the correct products be available for sale as 

soon as our first pharmacy opens by working closely with our supplying firms in order to allow 

them access to our company-wide strategy, and how the on-time services they provide will be 

crucial in establishing Walgreens as the champion of the pharmaceutical business. 

7.3 Organizing for Action 

7.3.1 Corporate Structure  

When developing a corporate structure, it is important to realize just how vital a role that the 

corporate structure will have in implementing the strategies that have been mentioned in previous 

sections. In a business sense, it has always been the case that the corporate structure should follow 

the corporate strategies such as business strategy and functional strategy. The corporate structure 

69



 

 

must be developed in a way that makes accomplishing the strategies feasible and somewhat easier 

to complete. Walgreens needs to realize that changes in the corporate strategy such as the ones that 

are being recommended will require changes in the corporate structure. If the changes are not 

carried out then the implementation of the corporate, business and functional strategies are at a 

very high risk to fail. This is simply because the current corporate structure was not developed and 

created to follow this particular corporate strategy, so the structure most likely will fail the 

company. The corporate structure must be designed to work in unison with the corporate, business 

and functional strategies to address the new administrative problems that will emerge while 

installing the new strategies. The new appropriate structure must be created in order to avoid those 

administrative problems from emerging as well as to avoid the economic performance decline that 

will take place after that. Instead, if the appropriate corporate structure is created then Walgreens  

will not only avoid the administrative problems and economic decline, but they will experience 

the increase of their economic performance. 

With that being said, the new corporate structure in which Walgreens will need to adopt in order 

to accommodate will be a matrix structure. A matrix structure is where the company combine 

functional and product forms at the same level in order to develop the best product and service 

possible.  The matrix structure also allows the company to have multiple divisions for their 

different products or services. This corporate structure will be an excellent fit for Walgreens 

because it will allow them to better manage their different products and services by assigning 

managers to oversee the operations. The matrix structure for Walgreens will look similar to this 

chart below. 
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As you can see above, this is a simplified matrix structure in which it can clearly be seen that the 

senior management or the executives will develop the business and functional strategies. Next, 

they will assign production managers to oversee the variety of major product areas and offerings 

of the company. The functional strategy will deal with the aforementioned aspects of marketing, 

finance, operations and research and development. These functional aspects will be monitored by 

the senior level management to ensure that they bare advancing the corporate and business 

strategies.  

  7.3.2 Job Creation  

The new business, corporate and functional strategies that Walgreens will be implementing will 

call for new positions in stores across the United States. There will be a need for thousands of new 

jobs thanks to the acquisition of Rite Aid. The new corporate structure also calls for new manager 

positions to oversee the product divisions as well as the pharmacy division as well as the retail 
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division. It is vital to have training programs for all the new positions that will be created for the 

new employees. The new employees must be trained appropriately in order to maximize their 

productivity. The job creation aspect of the company will also focus on targeting the disabled 

community. As mentioned before, disabled individuals must be able to provide value to the 

company in some aspect. Accommodations may be made in order to place them in a position that 

they will be able to maximize their capabilities. With that being said, any employee that is going 

to be added will need to prove that they can provide value to the company. In concluding this 

section, Walgreens will have the need to fill thousands of positions in order to fulfill the new stores 

that have been acquired in the Rite Aid deal as well as the divisions that are being opened up. The 

employees being hired must be able to provide enough value to justify the resources being 

allocated to hire them. Lastly, the training programs will be needed to make sure that the new 

employees are trained properly and are performing at the highest level possible. 

VIII. Evaluation and Control 

 8.1 Measuring Performance 

In order to measure the quality of care at Walgreens, we will continue on with an ongoing analysis 

of comparative quality using Healthcare Effectiveness Data and Information Set (HEDIS). This 

type of system measures major components of quality and service. In addition, Walgreens has also 

aligned itself with Gallup Consulting to build strong measures patient engagement and patient 

satisfaction “in terms of condense, integrity, pride and passion” (healthcare.walgreens.com). The 

ultimate goal is to have transparency and available data to business partners and consumers.  

In the HEDIS analysis, performance was measured through three common issues that most patients 

faced: upper respiratory infections (URI), acute bronchitis, and sore throat (pharyngitis). “HEDIS  

scores represent the percentage of patients who were properly tested, diagnosed and treated for the 

72



 

 

respective conditions” (healthcare.walgreens.com). The table below demonstrates the benchmark 

for all three conditions.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Measuring Performance in Delivering Quality Care. (n.d.). Retrieved July 24, 2016, from 
http://healthcare.walgreens.com/images/adaptive/wh/wag_CaseStudy_Measuring_Performance.pdf 

 

Through this measure we can assure ourselves of a future partnership with other retailers and focus 

just on our significance on pharmacy and health care products and services, serving our 

communities. 

 

 

 

 

 

 

 

http://healthcare.walgreens.com/images/adaptive/wh/wag_CaseStudy_Measuring_Performance.pdf
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 8.2 Balanced Scorecard 
 

Category Objectives Measures Targets Initiatives 

Customer Every customer 
leaves with the 
product they 
were looking 
for.  
 
Every customer 
feels safe while 
visiting the 
store. 
 
To expand our 
customer basis 
and maintain 
loyal customers 
 
Greet and 
proactively 
assist customers 
to give 
extraordinary 
customer 
service 

 
Customer ratings 
 
Number of returning 
customers;  
 
Number of new 
customers (through 
Balance Rewards) 
 
Employees’ availability 
when customers needed 
 
 
 

Have each new 
customer enroll 
in our reward 
program (5% 
membership 
increase) 
 
Customers get 
help 90% of the 
time when they 
are in need 
 
99% of the 
customers have 
safe visits 
 
95% customer 
satisfaction  

Employee training 
programs 
 
Increased awards for our 
loyalty program 
 
Reward program ads in 
stores and reward card 
consulting service 
available when at the 
counter 
 
Increase security service 
in store and outside of the 
store 
 

Financial Demonstrate 
that the 
acquisition of 
Rite Aid will 
bring new 
profits 
 
Increase 
dividend payout 
to show 
confidence in 
future cash 
flows  
 
Determining 
which stores to 
close if too 
close in 
proximity to 
Rite-Aid 

Provide Finances on the 
positions of both Rite 
Aid and Walgreens 
 
Measure if Rite Aid 
supplier costs decreased 
after switching to 
AmerisourceBergen 
 
Increase Market Share 
which will then increase 
bargaining power 

Attract new 
shareholders 
with new 
acquisition plan 
 
Increase 
bargaining 
power 
 
Lower cost by 
combining 
Walgreen’s and 
Rite Aid buying 
power 

Publicize financial 
information and 
predictions 
 
Change Rite Aid 
pharmaceutical 
distributor to also 
AmerisourceBergen 
 
Combine insurance 
companies to reduce 
costs 
 
Combine supply chains 
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Internal 
Business 
Processes 

Become solely a 
pharmacy 
contracted by 
other companies 
 
Combine 
Pharmacy 
knowledge of 
Walgreen’s and 
Rite Aid 
 
Increase 
awareness of 
pharmacy to 
customers to 
gain a larger 
customer base 
 
Hire top 
pharmacies to 
provide the best 
pharmacy 
service. 
 
Transfer top 
pharmacist to 
the most 
businesses 
locations. 
 

Revenue from 
Walgreens' pharmacy 
compared to revenue 
from its retail 
department 
 
Compare customer base 
before acquisition to 
after acquisition to see 
if there is an increase 
 
Measure pharmacy 
efficiencies after  the 
transfer of business 
information between 
Rite Aid and Walgreens 
 

By 2018 
discontinue our 
retail products 
not associated 
with health and 
wellness 
 
Increase 
pharmacy 
efficiency 
 
Decrease 
supplier costs 
by 30% by 
including Rite 
Aid business 
 
Become known 
as strictly a 
pharmacy 
company 
 
Increase profits 
by 33% 

Communication with 
possible alliances 
(Walmart, Target, etc.), 
Ensure all stores carry 
out the Wellness 
Experience 
 
Release front-end 
employees 
 
Decrease location size to 
properly be efficient as a 
pharmacy 
 
Hire a security service at 
all locations to protect 
the pharmacy products.  
 

Learning 
and 
Growth 

Strategy 
awareness and 
motivation for 
everyone at 
Walgreens 
 
Exploit our 
alliance with 
Alliance Boots 
to expand out of 
the United 
States 
 

Surveys, training time, 
engagement drivers, 
employee skills, and 
employee retention 
 
Number of stores 
worldwide; Success of 
those stores in 
comparison with nearby 
pharmacies 
 
 
 

From 
pharmacist to 
the janitorial 
team know 
exclusively well 
what 
Walgreens’ 
strategic goals 
are 
 
Become the 
leading 

Make Walgreens’ 
strategy a culture, 
something the whole 
Walgreens team lives by 
everyday 
 
Place higher level 
leadership overseas; 
Constant conversation 
with Alliance Boots on 
how to strategically 
position our overseas 
enterprise 
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Evaluate how 
the industry is 
changing and 
which 
companies are 
key players  
 
Setting 
benchmarks in 
all levels of the 
firm to set a 
standard 
 

 
 
 

pharmacy across 
the globe 
 
 
 
 
 
 
 

 
 
 

 
Each category on the Walgreen’s Balanced Scorecard is aimed at generating an increase of value 

to their customers. By highlighting areas of the Walgreen’s business plan that need to be improved, 

the company is capable of taking steps in the right direction that will allow the firm to participate 

in the market more effectively than it has been as well as building the iconic Walgreens brand. In 

the customer’s category of their balanced scorecard, the company aims at developing a positive 

and service ready environment. When a customer enters a Walgreens, they must be acknowledged 

and helped by our team members. If we as a company understand why each customer has entered 

our store, we are capable of aiding them to the best of our ability. This trust encourages our 

customers to enroll in our reward program, Balanced Rewards, which aids in advancing our goal 

of becoming the most loved pharmacy. In the financial category Walgreens aims at bringing 

awareness to their recent merger with Rite-Aid. By publicizing their financial records to 

shareholders and creating the link between the merger and the company’s recent success, 

Walgreens is able to inspire individuals to purchase their stock driving up the stock price as well 

as the value of the company itself. In the next category: Internal Business Processes, Walgreens 

lays out its overarching goal for the next several years which includes the transition from a 

pharmacy and retail business to primarily a pharmacy. This tactic allows the company to generate 
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a new outlook on the Walgreens brand as it becomes a pharmacy with a specialty in the health and 

wellness industry, simultaneously discontinuing previously ambiguous products which took away 

from the impact of Walgreens pharmaceutical entity. Finally, in the fourth category Walgreens 

focuses on the Learning and Growth factor of their company by outlining how by utilizing the 

partnership between both Walgreens and Alliance Boots, the company is capable of expanding 

into areas outside of the United States. This growth will allow Walgreens to find new areas of 

growth and bring their iconic Walgreens service into these areas. 

 8.2.1 Financial 

According to Hoover’s, in 2014, Walgreens (a subsidiary company) had sales of $76.39billion and 

a net income of $1.9billion. The images provided below was taken from Hoover’s Walgreen’s 

Financial Summary.  It shows the 2014 income statement of Walgreens which shows the 

company's revenue and expenses. Specifically looking at the end of Walgreen’s Year, August 2014 

Revenue was at $76,392 million while Cost of Goods Sold were $54,823 million. Therefore, by 

subtracting the two finances we can see that the Gross Profit for 2014 was $21,569 million. From 

specifically focusing on the Gross Profit we can see that Walgreen’s is continuously doing better, 

each year their Gross Profit has continued to increase. Also, in terms of the financial years always 

in terms of August, this is because Walgreens year system ends August 31th and begins September 

1st.  
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Walgreen’s is currently doing well according to its finances but in terms of its competitors 

(comparing Walgreens to Walmart, CVS, and Rite Aid) Walgreens is in the middle of the pack. 

Walgreens has a market cap of $57.52 billion (See image below) while CVS (Main competitor) 

has a market cap of $107.64 billion, this basically means that CVS is valued twice as much as 

Walgreen’s is. CVS is dominating the playing field by surpassing Rite Aid and Walgreens. 

Although Wal-Mart is the actual dominator of the market, they have a lot of other sources of sales 

that Walgreens or CVS do not. Additionally, Rite Aid has a Market Cap of only $8.34 billion 

which is far below its competitors. If Walgreen’s and Rite Aid came together Walgreens Annual 

Sales would be $164.65 billion, they would surpass CVS. 
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In terms of profitability between the four competitors Walgreen’s shareholders receive the least 

amount of return on investment. In terms of Return on Assets which measures profitability Rite 

Aid came in with the least percentage on each dollar it invests. Walgreens and Rite Aid Gross 

Profit Margin is above and at the Industry Median. This means that both companies are doing well 

and both are making a valuable profit in terms of the market. 

 
 
 
 
 
 
 
 
 
 
 

 

2015 Financials indicate that Walgreens has the greatest Current Ratio in comparison to its 

competitors. Current Ratio at Walgreens is at 2.36 which surfaces all other competitors. The 

Current Ratio indicates that the company's current assets are greater than its current liabilities. In 

terms of Wal-Mart their current liabilities are greater than their current assets since the company's 

Current Ratio is below 1. Rite Aid also has a higher Current Ratio then CVS AT 1.53. 
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Walgreen’s financials demonstrate that Walgreen’s and Rite Aid are both doing well. Although 

Walgreen’s is doing better than Rite Aid the acquisition of Rite Aid will give Walgreens the boost 

to do better than CVS and compete on a more advanced level. 

 8.2.2 Customer 

 8.2.3 Internal Business Process 

If Walgreens becomes solely a business of Pharmacy the corporation could be making a great 

profit. Without front-end retail there would be no need for a warehouse, warehouse costs could be 

eliminated. There would be no need for a warehouse since we would continue to get our 

pharmaceuticals from AmerisourceBergen. Additionally, with adding Rite Aid to get their 

pharmaceuticals from AmerisourceBergen Walgreen’s will have a larger buying power which will 

decrease costs more. From becoming only, a pharmacy centric company our brand name will be 

associated with pharmacy. When customers think of a pharmacy we will be the first company that 

comes to mind. Our initiatives to become solely a pharmacy will reduce cost and increase our 

customer base.  

8.2.3 Learning and Growth 
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IX.  Appendix 

Product Portfolio 
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Ratio Analysis as of 08/31/2015 in USD 
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