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Part 1: Financial Ratio Analysis
Step 3:
	
	Historical Ratios

	
	12/31/2019
	
	12/31/2020

	Current Ratio
	1.26
	
	1.21

	Quick Ratio
	1.01
	
	0.99

	Total Debt-to-Total-Assets Ratio
	0.66
	
	0.68

	Total Debt-to-Equity Ratio
	0.96
	
	1.07

	Times-Interest-Earned Ratio
	-14
	
	-12

	Inventory Turnover
	3.05
	
	3.04

	Fixed Assets Turnover
	0.86
	
	0.78

	Total Assets Turnover
	0.07
	
	0.07

	Accounts Receivable Turnover
	1
	
	1

	Average Collection Period
	349.60
	
	336.77

	Gross Profit Margin %
	-82%
	
	-93%

	Operating Profit Margin %
	-229%
	
	-243%

	ROA %
	-27%
	
	-25%

	ROE %
	-40%
	
	-39%



Step 4:
Historical financial statement ratios provide all the support necessary to evaluate the current health of the organization in the market. In addition, historical financial ratios will determine the direction that the organization is moving in (David et al., 2020). The more the organization is aware of the impact of the financial ratios, then better decisions can be made to avoid any mishaps.  Current ratio, quick ratio, debt to assets ratio, times interest earned ratio, inventory turnover, fixed and total asset turnover, accounts receivable turnover, average collection period, gross margin, operation margin, return on assets, and return on equity were used to examine the financial health of Johnson & Johnson. 
 	Johnson & Johnson’s (J & J) current ratio has fallen from 1.26 to 1.21. The current ratio is the ability of an organization to make payments toward short term loans (Seetharaman, Patwa, Jadhav & Saravanan, 2016). Since the current ratio is above 1, then J & J can cover the loans with the current assets in place. Quick ratio indicates J & J’s ability to cover the current liabilities through the inventory that is now in place. J & J quick ratio has seen a decrease from 1.01 to 0.99 in the years 2019, 2020. Total debt to assets ratio is also known as the leverage ratio. The leverage ratio indicates what percentage of the assets are financed. The increase of the leverage ratio from 0.66 to 0.68in the years 2019, 2020 shows that J & J  depends on debt to finance its assets more. 
 	The times-interest-earned ratio indicates Johnson & Johnson (J & J) ability to meet the financial obligations of the loans that are paid through the current assets (Seetharaman, Patwa, Jadhav & Saravanan, 2016). This is a major challenge for J & J, though the organization has improved on meeting the deadlines of all the loan payments that are owed. The inventory turnover is the term used to describe J & J ability to sell the products over a period. J & J has been able to sustain the inventory turnover year after year with a difference of 0.01.  Fixed asset turnover indicates the organization’s ability to profit from the fixed assets. In this case, J & J did not generate enough income from the fixed assets as in the year 2019. But, J & J was able to maintain the same total asset ratio year over year. 
When it comes to Account receivables turnover ratio, this ratio indicates the number of times the organization acts on payments due from clients (Seetharaman, Patwa, Jadhav & Saravanan, 2016). Since the accounts receivable turnover has remained the same from 2019 to 2020, this indicates that the organization might be facing the case of bad debt and money that is still outstanding and owed to the company. The Average collection period indicates the amount of days that the company receives payment from the date the credit was issued to the customer (Seetharaman, Patwa, Jadhav & Saravanan, 2016). Johnson & Johnson's average collection period has decreased from 349.0 to 336.77. Which means that management is making the correct decision on collecting the debt and approaching the customers in a more efficient manner. 
 	The Gross profit margin for Johnson & Johnson (J & J) has decreased from -82% to -93%. Which means that after the cost of goods has been subtracted from the total revenue, J & J has experienced a decrease in the amount of cash available to fund other parts of the operation when comparing 2019 to 2020. The operating profit margin indicates the amount of profit that J & J makes on every dollar that is earned (Seetharaman, Patwa, Jadhav & Saravanan, 2016). Based on the 2019 and 2020 reports, J & J has been losing on every dollar that is earned from 229% to 243%. This is due to mismanagement of debt to fund the operation correctly.
 	The return on Assets indicates how well the assets of Johnson & Johnson (J & J) are managed and functioning, and how well is the return from the investments (Seetharaman, Patwa, Jadhav & Saravanan, 2016). J & J has experienced a decrease in ROA from 27% to 25% in 2019 and 2020. In addition, the return on equity has remained almost the same for both years as J & J takes pride in funding most of its operations through debt and equity. 
 	Overall, Johnson & Johnson (J & J) has a firm plan for the future, though some management decisions must be refined in order for the organization to maintain cash flow throughout the coming years.  The organization is now relying on debt to grow its assets now more than ever. Which means that Johnson & Johnson must be able to create revenue through its assets by focusing more on collecting debt from customers and by ensuring that the inventory turnover is also increasing.  In this case, J & J must make creative decisions in order to have tangible growth in the future. 
Part 2: Internal Factor Evaluation Matrix
Step 3:
	
	Strengths
	Weight
	Rating
	Weighted Score

	1
	J&J revenue increase from 82.06 million in 2019 to 82.58 million in 2020.
	0.14
	3
	0.42

	2
	Employee morale is exceptional.
	0.10
	3
	0.30

	3
	During the first 9 months of 2020, J&J pharma outfit generated $33.3 billion in global sales, a 5.2% increase from the same period last year.
	0.07
	4
	0.28

	4
	J&J beat the market on pharma growth in the 3rd quarter of 2020, seven branded pharmaceuticals brought in $3.8 billion in sales.
	0.07
	3
	0.21

	5
	J&J over-the-counter drugs are expected to perform well as consumers look to self-manage conditions like fever and pain.
	0.06
	4
	0.24

	6
	Leadership position in diverse healthcare segments owning more than 250 companies in over 60 countries
	0.05
	3
	0.15

	7
	J&J is the largest and most broadly based healthcare company in the world.
	0.03
	3
	0.09

	8
	Focus on R&D allowing innovative product launches
	0.03
	2
	0.06

	9
	During 2020 more the 50% of J&J employees located in China are back to work
	0.02
	3
	0.06

	10
	Out of the top 15 highest-paid biopharma CEO, J&J CEO Alex Gorsky was ranked 3rd in place.
	0.02
	2
	0.04

	
	
	
	
	

	
	
	
	
	

	
	Weaknesses
	Weight
	Rating
	Weighted Score

	1
	Total expenses increased 828K within the past twelve months
	0.10
	4
	0.40

	2
	Rivals in the market effects revenue and production
	0.08
	3
	0.24

	3
	Paused distribution of COVID 19 vaccine due to rare/severe symptons reported
	0.07
	4
	0.28

	4
	Due to COVID-19 there was reduction in doctor’s visit, which meant fewer diagnoses and new patient starts on medicines.
	0.03
	3
	0.09

	5
	Six branded meds posted sales declines due to generic and biosimilar competition.
	0.03
	4
	0.12

	6
	Product recall and lawsuits could affect the company's brand image
	0.03
	3
	0.09

	7
	The Supreme Court has rejected J&J's appeal of a $2.11B Missouri verdict that found the company's talc-based products caused ovarian cancer.
	0.02
	2
	0.04

	8
	Debt-to-total asset ratio increased from 0.66 in 2019 to 0.68 in 2020.
	0.02
	1
	0.02

	9
	Inventory turnover decrease from 3.05 in 2019 to 3.04 in 2020.
	0.02
	1
	0.02

	10
	Pricing pressure factor-If unemployment remain high, fewer patients will be on commercial insurance which pays a higher price for drugs. However, J&J pharma growth is all based on volume, not price.
	0.01
	4
	0.04

	
	Total IFE Score
	1.00
	
	3.19



Step 4:
An Internal Factor Evaluation Matrix (IFE) is a strategy tool that evaluates a firms’ internal strengths and weaknesses (David, et al., 2020). The lowest possible rating on an IFE is one and the highest is four with an average rating of 2.5. Johnson & Johnson’s (J & J) IFE rating is 3.19 which is above average. An IFE rating of 3.19 indicates that J & J has a strong internal position.
 	Strategists use many tools to develop long-term business plans. Most of these tools are subjective in nature including SWOT and PESTLE analysis (David, et al., 2010). While the Internal Factor Evaluation (IFE) tool is subjective in determining an organization’s strengths and weaknesses, using weights to highlight the most important factors adds an empirical element to the tool. The more elements used in the IFE matrix, the less significance each element has. Therefore, if an inaccurate rating is added to any one element, then the effect on the overall rating is not significant. The IFE is best used in conjunction with other tools to determine a strategic plan.
Johnson & Johnson’s (J & J) score is 3.19 which is less than a top score of four, there is some room to improve internal functioning. The element of R & D focused on innovative products rates at two. Being successful in pharmaceutical and medical device manufacturing requires firms to be innovative in developing new products. Both pharmaceutical and medical device manufacturing firms should venture into blue ocean markets by developing new, innovative products first (Smith, 2018). J & J should consider supporting their R & D section to be innovative using cutting edge technology. Perhaps, including additional usage of Artificial Intelligence in their strategic plan for medical devices. Looking at CEO compensation within the pharmaceutical industry, J & J’s CEO is the third highest paid in the industry. Paying CEO’s high compensation rarely benefits the overall business resulting in a rating of two for this element. J & J should consider decreasing the gap between the CEO salary and that of Director’s, Managers, and employees. Large pay gaps lead to poor employee morale, lower productivity, lower creativity, and lower company profit. The IFE matrix demonstrates two weaknesses with a rating of one meaning J & J has no plan to address these weaknesses. Total expenses increased over $800,000 in the last twelve months accompanied by an increased debt-to-asset ratio. While there may be good reasons for the increasing debt and expenses, J & J should be acting on these findings. Ignoring increasing debt can be without harm in the short-run, substantially long-term financial harm may be result by not addressing increasing expenses soon enough. Factors receiving a rating of one or two should be addressed in the firm’s strategic plan.
Step 5:
The company should use its reputation to attract new customers and retain the old ones. Since the company has outdone its competitors in producing quality products, a good strategy is to use its name to beat the other companies. Johnson & Johnson (J & J) has a brand that is trustworthy and reliable. The company is known for effective and high-quality products. The company should take advantage of this reputation to attract more customers and fend off its competitors. Establishing a reputable brand is crucial for any company. Now that J & J has a good reputation, it should make good use of its name to attract and retain new customers. The goal is to ensure customers do not shift to other companies. 
Another strategy is through continued engagement in social responsibility practices. The company should learn from other companies that practice social responsibility. Although many companies avoid social responsibility practices, research shows that companies that engage in social responsibility are more profitable than those which do not. Johnson & Johnson (J & J) should not seek to build its name by giving back to society by engaging in community programs or environmental cleaning. Social responsibility will help improve its public image and build its brand further (Tai & Chuang, 2014).  Corporate social responsibility (CSR) will also help J & J increase its sales and customer loyalty and empower and boost employee morale leading to greater productivity in the workforce. Corporate social responsibility is a perfect strategy for J & J to capitalize on. Since the company's competitors have not embraced corporate social responsibility, J & J should capitalize on this strategy to outdo them. 
Some weaknesses of Johnson & Johnson (J & J) are lack of market penetration and lack of research and development. The company should implement ways of improving on these two main weaknesses. In overcoming the first weakness, J  &J should develop a good pricing strategy that will help compete with other companies. The company should not overprice its products; otherwise, customers will shift to other companies. The firm should strive to match its prices with other companies while maintaining the quality of its products. Since the company has a good name in public, it should attract customers through proper pricing. The worst thing would happen if the company’s products are low-quality and the prices for the products are high. Customers like seeing value for their money. Therefore, the price of the product should match its quality. Since J & J's products are of high quality, customers will not feel the pain of spending a lot on its products. However, the firm should not set the prices too high. The firm should come up with the optimum price that is not too low to run the company into loss and not too high to drive away customers. 
The other strategy is embracing technology through research and development. No company can grow without innovation. The changing world demands a parallel change in how things are done. Johnson & Johnson (J & J) can overcome this weakness by coming up with new methods of doing things. For example, the company can come up with new methods of production, advertising, or distribution. A team of researchers should be set to determine changing customer behavior and conduct market research. This way, the company will identify the new customer demands and seek to fulfill those demands.  
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