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CELESIO / SAINSBURY’S PHARMACY BUSINESS 
MERGER INQUIRY  

Summary of hearing with W R Evans (Chemist) Ltd / Manor 
Pharmacy Group on 15 January 2016 

Background 

1. Manor Pharmacy is based predominantly in the East Midlands. It said it had 
62 pharmacy branches spread across Nottinghamshire, Derbyshire, 
Staffordshire and Leicestershire and a subsidiary company based in Milton 
Keynes, with branches across Milton Keynes, Bedfordshire and 
Northamptonshire.  

2. Manor Pharmacy said that it was important that the CMA took into account the 
budgetary changes announced by the Department of Health. It said that it was 
likely that there would be less pharmacies and estimated there would be a 
reduction of about 3,000 pharmacies nationally. It added that it felt these 
changes would be a main driver of change with pharmacy services.  

3. Manor Pharmacy stated that the regulatory framework was changed in 2005; 
as a consequence, pharmacies were clustered together within small areas. 
This resulted in too much money spent on establishment payments by the 
Department of Health. Manor Pharmacy said that these closely clustered 
pharmacies were unsustainable, in that it was too costly for the NHS to 
maintain.   

4. It acknowledged that the population was ageing and that this would generate 
market growth, but it said this occurred slowly and had not had a substantive 
effect on the market.  

5. Manor Pharmacy said its stores were traditional community pharmacies. 
Some were based in surgeries, some on high streets and some in secondary 
shopping areas.  

6. Manor Pharmacy said its branding is consistent throughout its stores, save for 
one store where it inherited the branding. It added that there were a few 
services that differed according to location but not by a great amount.  
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7. Manor Pharmacy stated that it was an advantage to have multiple branches 
as opposed to a single operator. It said there were purchasing advantages, 
back-office savings and staffing synergies in administration.  

Market definition 

8. Manor Pharmacy said that, generally, it recognised three different types of 
pharmacy. It said there were pharmacies based in or very close to GP 
surgeries, pharmacies based on high streets and supermarket pharmacies. 
Manor Pharmacy also included internet pharmacies as a type of pharmacy.  

9. Manor Pharmacy found that there were three main types of customer, namely, 
young mothers with children, fit and working able-bodied people and the 
elderly. It said that within these broad groups there were subsets. Manor 
Pharmacy said it did not target one particular customer group and said it 
needed to have a broad range of customers. It said that by far the highest 
users were older people, so a pharmacy might want to target them. It would 
do this through things such as leaflet drops and deliveries to the patient. 
Manor Pharmacy said that good in-store service would cause patients to 
come back.  

10. Manor Pharmacy stated that it serviced prescriptions, and sold pharmacy-only 
medicines, general sales list products and veterinary products. It said NHS 
turnover accounted for a large proportion of a pharmacy’s business. Manor 
Pharmacy appreciated that customers were more inclined to purchase 
general sales list items at supermarket pharmacies while they shopped, due 
to the convenience. Manor Pharmacy admitted that this had not had a 
negative effect on its business, as the majority of its revenue came when it 
serviced NHS prescriptions. It said that this probably would not be the case 
for larger pharmacy chains that had a wider range of general sales list items.  

11. Manor Pharmacy said its pricing was based upon the market and business 
targets. It said its pricing was decided centrally and was consistent throughout 
its estate. Manor Pharmacy said it rarely provided offers or gave discounts on 
pharmacy-only medicine for two main reasons. First, it said there was no need 
because the margin it was making was fairly [low]. Second, it said it would 
encourage patients to purchase more medication than they needed, which 
was not ethical.  

12. Manor Pharmacy said that GP location was an important factor when it 
decided where to put a store. It said most of its stores were located within 
close proximity to a GP surgery. 
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13. Manor Pharmacy said that it did not believe supermarket pharmacies 
presented substantive competition in the servicing of NHS prescriptions, as 
they were located further away from the GP surgeries. It said that the 
information published by the NHS showed that supermarket pharmacy 
prescription volumes were quite low. Manor Pharmacy suggested that this 
was probably because people tended to collect prescriptions as soon as they 
left the GP surgery.  

14. Manor Pharmacy stated that its stores that were not located near GP 
surgeries. They were usually based in market towns and would subsequently 
draw its customer base from the entire town.  

Outpatient dispensing 

15. Manor Pharmacy advised that it had bid for an outpatient dispensing 
pharmacy contract once before. It was unsuccessful on that application and 
felt that hospitals preferred the larger pharmacy chains for those contracts.  

16. Manor Pharmacy said it believed that the only disadvantage smaller 
pharmacy chains faced with outpatient dispensing contract was the tender 
process, because smaller pharmacy chains were less equipped in resources 
to produce the required tender documents. It said that if the decisions were 
made on payments, quality of service etc, smaller pharmacy chains would not 
be at any disadvantage.  

17. It said it had not submitted any further bids since then due to a lack of 
opportunity. It said it was open to bidding in the future.  

Care homes  

18. Manor Pharmacy confirmed that it supplied care homes with prescription 
services.  

19. Manor Pharmacy said that care homes sought pharmacies that would 
subsidise costs and offered sufficient services that made the dispensing of 
medication easier for the care home staff. Manor Pharmacy said these 
additional services were quite costly.  

20. Manor Pharmacy stated that, in its opinion, Sainsbury’s pharmacy business 
and Celesio were not close competitors for care home customers.  
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Competitors and competition  

21. Manor Pharmacy said that pharmacies were limited in competitive measures 
as pharmacies had no control over pricing of prescription medications; this 
was maintained by the NHS. It said the only competition element within 
pharmacy services was in service and location.  

22. Manor Pharmacy emphasised that competition for NHS prescriptions was 
guided by the patient experience.  

23. Manor Pharmacy said that it tracked entry or changes by competing 
pharmacies. It said it would improve its environment to make it more 
appealing for customers in response to increased competitive pressure.   

24. Manor Pharmacy stated that it varied elements of its services locally, in 
accordance with the opening hours of the local GP surgeries. Manor 
Pharmacy stated that some of its stores opened longer over the weekend 
where there was patient demand. It said its staffing levels rarely varied 
because it had a formula it followed.  

25. Manor Pharmacy said that it competed with supermarket pharmacies for 
patients who were mobile and drove. It said that it believed that supermarket 
pharmacies made most of their business out of hours, and were therefore 
more popular among the younger generations.  

26. Manor Pharmacy acknowledged it had a broad range of competitors based 
upon where its different types of pharmacies were located. It said that 
supermarket pharmacies diluted the market and took some of the customer 
base, but essentially, it viewed its main competitors as those pharmacies that 
traded in the same vicinity as its pharmacy.  

27. Manor Pharmacy stated that online pharmacies were competitors because 
they were not actually online and captured prescriptions from specific areas. It 
added that an online pharmacy should not have the majority of its 
prescriptions from one location – it should have prescriptions from a broad 
geographical representation of the country – but this was not the case. Manor 
Pharmacy felt the system had been abused.  

Barriers to entry 

28. Manor Pharmacy said most of the primary locations were already taken, and 
this was a barrier to entry. 
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29. Manor Pharmacy added that the Department of Health was looking to have 
the number of pharmacies reduced, which would prevent entry into the 
market.  

30. Manor Pharmacy stated that a pharmaceutical needs assessment was 
completed if a new entrant wanted to open a pharmacy. It said that if the 
assessment found that a pharmacy was necessary, then it could be opened 
quite easily. However, it added that where the assessment indicated an over-
provision, then it would be undesirable and unnecessary for a new pharmacy 
to be opened. 

Counterfactual 

31. Manor Pharmacy said that absent the merger, it felt Sainsbury’s would look at 
each of its pharmacy stores that had underperformed. It said it believed 
Sainsbury’s would assess the halo effect, if any, the pharmacy had on the 
wider store. If it was beneficial, it would keep those pharmacies open. If these 
pharmacies were not beneficial, it said Sainsbury’s would undertake a 
financial appraisal of its pharmacy service and would close that side of its 
business.  

32. Manor Pharmacy added that Sainsbury’s and Celesio would close some of 
their stores as a result of the Department of Health budgetary changes.  

Views on the merger 

33.  Manor Pharmacy said it was comfortable with the merger. 

34. It said that where there was an area that had two pharmacies, one Celesio 
and one Sainsbury’s, that would become one fascia, there may be 
competition issues and these stores should be divested. It said where there 
were more competitor pharmacies within that area, then it did not believe the 
merger would make a difference.  

35. Manor Pharmacy said there had been a whole raft of large pharma companies 
that had gone to restricted wholesale or sole supply. It said this had the effect 
of making a complex monopoly in terms of vertical integration between the 
two largest pharmacy chains who were also the two largest wholesalers. It 
added that a lot of the small regional wholesalers had been forced out of the 
market as a result of this. Manor Pharmacy said that there was only one 
national provider that had very little wholesale opportunities. It felt that this 
resulted in an even more anti-competitive market when buying wholesale 
supplies of drugs to dispense in pharmacies.   
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36. Manor Pharmacy said adding 200 or 250 Sainsbury's pharmacies onto Lloyds' 
and Celesio's wholesale turnover took more out of the market. It stated that it 
was not certain who the principal wholesalers for Sainsbury's were and 
whether it was Alliance or Celesio. It said that if 200 or 250 Sainsbury's 
pharmacies were added onto Lloyds' and Celesio's wholesale turnover, more 
market would be taken away from small regional wholesalers that did not 
have much market now. It said these small regional wholesalers only had a 
market in generics and parallel imports. Manor Pharmacy said this would 
reduce the market further and reduce competition further, and that it needed 
looking at. 

37. Manor Pharmacy said it was more concerned about the wholesale effects of 
this kind of thing than about the patients and retail effect of the competition in 
the number of fascias. It said there were bigger things that needed to be 
looked at. 

 


