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SECTION 4: DIAGNOSIS

Although Johnson & Johnson has been performing considerably well since its establishment in the year 1886, there are major problems and opportunities that are currently being experienced by the company and are expected to affect it in the near future. The subsequent sections provide a comprehensive analysis of these problems based on the information extracted from the earlier external and internal analysis of the company. The opportunities are based on the SWOT analysis.
The intense competition in the healthcare industry is one of the major problems facing Johnson & Johnson. As mentioned in section one, the high number of companies operating in the industry has resulted in stiff competition among industry players. According to Dechan & Altman (1994), Johnson & Johnson’s main competitors include Abbot Laboratories, Bayer, Pfizer, Novartis, Merck and GlaxoSmithKline PLC. Within the orthopedic segment, the company competes with Stryker and Zimmer Holdings, Boston Scientific and Medtronic. Despite the fact that the company has different lines of brands that include medical devices, first aid supplies, and consumer products, out-competing other companies remains a bigger challenge because competitors also specialize in a wide range of goods and services. In addition, the company has not been in a position to engage in the required level of investment research that would give it a competitive advantage over the largest pharmaceutical companies such as Pfizer, Novartis, Bayer, Abbot Laboratories, and GlaxoSmithKline. These companies recorded a substantial level of revenue in the past three years.

A number of problems were also identified in section 2.  The problems relate to the manner in which pharmaceutical companies are regulated and potential threats. In terms of industry regulation, Johnson & Johnson has encountered many challenges in its effort to keep up with the standards of operation and production. Pharmaceutical companies are highly regulated because most of the products are life threatening and can even cause death if safety measures are not put in place. Johnson & Johnson was accused of using talcum powder in some of its products, an issue that saw the company pay close to $55 million to a claimant (CBS News, 2016).
Another problem facing Johnson & Johnson relates to the social, legal, and political threats. At times, it becomes almost impossible to adhere to the endless legislations, for instance the regulations on the Affordable Care Act. It is not always easy to make the necessary adjustments to these new legislations. The new requirements by the new generation in relation to their preferred body products mean that Johnson & Johnson is forced to continue in research and development, a procedure that proves costly. Another problem relates to the recent product recalls that have had a negative impact in terms of the company’s brand image. Such a situation is likely to see the company lose customer loyalty and eventually cause a reduction in demand of its products (Marketing Teacher, 2017).  

The problems that were identified in section 3 are as follows. From the financial analysis, Johnson & Johnson’s performance in terms of solvency continue to experience a decline. The company finds it almost impossible to meet its long-term obligations. Johnson & Johnson suffered an increase in both its debt to assets and debt to equity ratios. This is an indication that there is a higher proportion of debt in company’s capital structure and a higher risk for current and future investors. Secondly, the findings from the analysis of the company’s financial statements revealed a weaker position at the end of the financial year 2016. The decline in interest was attributed to the increased interest expenses accompanied by higher debt levels. Thirdly, the declining turnover ratios have seen the company experience a declining trend in terms of the overall performance. There is also a considerable reduction in the level of inventory, fixed assets and total assets turnovers. These are signs of a declining efficiency level. The fact that Johnson & Johnson takes a longer duration to collect its receivables is a major problem facing the company. 
The opportunities facing the company include the following. According to Marketing Teacher (2017), Johnson & Johnson enjoys many significant opportunities for cross selling. For instance, the company is able to take advantage of disease lifecycles to exploit its product line in oncology, diabetes, and therapy. This is one way of developing linkages between patients. In addition, Johnson & Johnson enjoys the opportunity to exploit biologic markets. Its success is attributed to the fact that the company enjoys many years of experience in both development and commercialization of biologics. 
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