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[bookmark: _Toc28037446]Part I: Internal and external audit

1. [bookmark: _Toc28037447]Executive Summary
The purpose of this part is to conduct a strategic internal and external audit for Cigna using relevant analytical frameworks or strategic analysis tools for its expansion in China's commercial health insurance market. These audits help Cigna recognize the need for strategic change and critically assess its (micro and macro) environment. 

Cigna has lots of internal strengths including financial ratio, management, experience in medical insurance, and research and analytics.  China’s booming economy, “Heath China” national strategy rise of middle-class, awareness of chronic diseases, create huge opportunities for medical and health care insurers like Cigna.  The major threats come from ever-changing and Chinese funded corporate tilted government regulation and guidelines. Details will be shared in the internal and external audit below.

2. [bookmark: _Toc28037448]Introduction

Cigna is a global health service company serving 160 million customers around the world by around 40,000 employees.  It is a US-listed company with its international headquarter in Belgium. 
The health insurance business in APAC has shown a growth of 6 percent in 2016.  The profit margin is around 8 percent on average on consecutive years.  Leading by China and India, the health insurance premium in APAC is expecting to soar to11 percent in 2020.  China generated a Compound annual growth rate (CAGR) of 52 percent in the year 2014 to 2015 and 33 percent in the year 2015 to 2016 and expect to continue for the coming years. The growth is driven by the aging populations which boosted the health insurance demand.  According to Cigna’s 2018 annual report, they still have a lot of room to grow in the market share in China, please refer to the diagram below (Binder & Muβhoff, 2017).
[image: ]
3. [bookmark: _Toc28037449]Source and methods
To gather information for an internal audit on Cigna's s management, marketing, finance/accounting, production/operations, research and development (R&D), and management information systems operations, Cigna’s 2018 annual report was studied. To complement and validate the information collected, a semi-structured interview was conducted with senior staff and ex-senior staff from Cigna.  In general, the resource-Based View (RBV) approach is used for this internal audit which helps to understand the strength of Cigna's internal resources for achieving competitive advantage.

For external audit purposes, several research reports were studied e.g. Ernest and Young Consulting, Boston Consulting, Deloitte white paper on China Medical insurance market.  Besides, newspaper articles were studied.  To understand the China health insurance market from a first-hand point of view, a semi-structured interview with a marketing practitioner is conducted.  

The limitation of the internal and external audit is the sample size for the interview is very small. The analysis of competitors in China can be expanded.


4. [bookmark: _Toc28037450]Internal audit

These audits help Cigna recognize the need for strategic change, an internal audit was conducted by interviewing senior executive and input by ex-senior staff.  Below is the summary of key findings and detail answers are in the appendix for reference.
[bookmark: _Hlk27687975]
4.1 Internal strategic management audit checklist finding summary

The organizational culture of Cigna is professional and demanding. They have capable management staff in handling various functions (e.g. planning, organizing, motivating, staffing, and controlling).  Cigna is using a flexible approach in planning and the control is vigorous. They have strategic management concepts but no Chief Strategic Officer is found in their company.  Company objectives and goals measurable are well communicated as clear earning objectives are stated in their annual report. Precise environmental, social and governance objectives are listed in the corporate responsibility section.  Managers at all hierarchical levels understand the importance of planning and delegation but there is no data on the effectiveness.  Not information about the organization’s structure appropriateness can be found but the job descriptions are clear. The turnover rate in Asia is high due to a demanding and competitive work environment which create high stress and has not so positive impact on employee morale.  The employee did comment that the remuneration is good but not many details about the effectiveness of reward control mechanisms.

4.2 Marketing audit checklist finding a summary

[bookmark: _Hlk27242301]Cigna has a comprehensive and clear market segmentation in customers and products. Cigna also seemed positioned well among competitors.  For example, Cigna ranked 3rd in Best Health Insurance Companies for 2020 by Insure.com according to customer satisfaction metrics including value for the price, customer service, claims satisfaction, usefulness and ease-of-use of its website and mobile apps, plan renew, and would recommend Cigna to others.  (Masterson, 2019); Cigna also ranted Best for Telehealth Care: as it has excellent financial strength ratings and out-of-network approvals are not required. (Hunt, 2019); Cigna ranked first in the health care industry and ranked second on a new list of Top 100 U.S. Companies Supporting Healthy Communities and Families. (Bloomfield, 2019).  Cigna’s market share has been increasing but the details figure is not available.  The present channels of distribution are well developed, reliable and cost-effective. Cigna has 74,000 colleagues around the world, who are dedicated to living our mission and creating exceptional value every day which makes it an effective sales organization.  Cigna's research and analytics team conduct timely, rigorous and objective research that supports evidence-based pharmacy benefit management and evaluates the clinical, economic and individual impact of pharmacy benefits. They also use predictive modeling, machine learning, and other analytical tools to develop and improve their products and services.  The team also produces the trend report, which examines trends in pharmaceutical utilization and cost, the factors triggering those trends and new solutions their clients can implement to control their pharmacy spend while improving the health. With greater than 98% client retention which implies good product quality and customer service (Cigna Earnings Call, February 1, 2019).  The firm’s product and services priced appropriate as evidenced by the earnings and backed by research. Cigna was well-known for its internet presence and use it as a marketing platform for effective promotion, and publicity strategy. They launched a new advertising initiative with influencing celebrities to highlight the importance of mental health and annual check-up as key factors for maintaining overall health.  No details on marketing budgeting effectiveness and adequacy on marketing managers’ experience and training.


4.3 Finance/Accounting Function audit checklist finding a summary 

Cigna is considered financially strong as it has a strong revenue growth of 15% to USD48 billion and earnings growth of 33% to $3.6 billion after tax. Earnings per share grew 36%, to $14.22 and according to the annual reports, it has continued strong operating cash flow. It can also raise the needed short-term capital (USD316,000). It can also raise long-term capital through both debt and equity. As stated in the Cigna 2018 annual report, Cigna has fixed maturities of USD 22,928,000, equity securities of USD 548,000, Commercial mortgage loans of USD1,858,000, Policy loans of USD1.423,000 and Other long-term investments of USD1,901,000. These indicated that Cigna has sufficient working capital with a systematic capital budgeting procedure.  No negative comment about dividend payout policies is found.  There is a newsroom on the internet to provide information for investors and stockholders.  Cigna’s financial managers are experienced and well trained as they have a vigorous talent selection process. In general, Cigna's debt situation is good as it well-matched with income and payment forecast (Cigna, 2019).

The table below is the Financial analysis ratio of Cigna compare to the industry. Cigna has a very strong growth rate compare to the industry. It’s sales growth rate is 16.5% and net income has a growth rate of 18.5% compare to 11.32% and -5.34% respectively.  The gross margin 16.26% is slightly lower than the industry 22.83% but it’s pre-tax 7.4% and net profit margin 5.02% is higher than the market which is 5.4% and 3.83%. Therefore, Cigna’s profit margin position is still considered as strong.

Cigna’s debt to equity ratio 1.04 is higher than the industry 0.04 which imply Cigna is doing more leveraging by debt financing. Its current and quick ratio is 50% lower than the market benchmark (0.64 vs 1.1 and 0.51 vs 1.31) which Cigna need to pay attention to its cash flow and liquidity.  Its profitability ratio is generally below the industry average e.g. Return of Equity (6.4 vs 15.07%), Return of Asset (1.7% vs 2.78%). It’s return on capital is even as low as 16% of the industry average (2.2% compare to 13.04%), which means investment by Cigna is big and they need more profit to increase the ratio.

In regard to the efficiency ratio, Cigna’s income vs employee ($115,134) and revenue vs employee ($3,485,403) ratio are far better than the industry ($66,134 and $1,397,252), more than double. This imply the cost of human capital likely below the market, Cigna has lesser headcounts or their profits are higher than their competitors.  Cigna also keep their account receivable at a favorable condition compares to the market (11.75% vs 8.48%).  It also has favorable net worth valuation.  To conclude, Cigna’s financial is in a strong position compare to the industry.

Table 1: Financial Ratio Analysis (in USD)

	Growth Rate Percent
	Cigna
	 Industry 

	Sales (YTD vs YTD)
	16.4%
	11.32%

	Net Income (YTD vs YTD)
	18.5%
	-5.34%

	Dividends
	0%
	NA

	
	
	

	Profit Margin Percent
	
	

	Gross Margin
	16.26%
	22.83%

	Pre-Tax
	7.4%
	5.02%

	Net Profit Margin
	5.4%
	3.83%

	
	
	

	Liquidity Ratios
	
	

	Debt/Equity Ratio
	1.04
	0.04

	Current Ratio
	0.64
	1.1

	Quick Ratio
	0.51
	1.31

	
	
	

	Profitability Ratios
	
	

	Return on Equity
	6.4%
	15.07%

	Return on Assets
	1.7%
	2.78%

	Return on Capital
	2.2%
	13.04%

	
	
	

	Efficiency Ratios
	
	

	Income/Employee
	115,134
	66,134

	Revenue/Employee
	3,485,403
	1,397,252

	Receivable Turnover
	11.75
	8.48

	Inventory Turnover 
	37.71
	NA

	Asset Turnover
	0.5
	0.59



Net Worth Analysis (in millions)
	Cigna Company Worth Analysis
	

	Stockholders’ Equity
	41,035

	Net income x 5
	13,230

	(Share Price/EPS) x Net Income
	45,514

	Number of Shares Outstanding x Share Price
	45,366

	Method Average
	36,286


	





4.4 [bookmark: _Hlk27725683]Production/operations audit checklist finding a summary 

Cigna is in the service industry, with no particular production. Since it is a well-established multinational, offices and facilities are well managed, quality control is very solid. It also strategically located its facilities, resources, and markets in 30 offices around the globe with its international headquarter in Belgium. Cigna’s technological competencies are strong as it supports all areas including e-prescribing, patient-friendly app, and website interfaces. They have continued investments to ensure easy and efficient user experience for all their partners.

4.5 Research and development audit

Cigna's research and analytics team conduct timely, rigorous and objective research that supports evidence-based pharmacy benefit management and evaluates the clinical, economic and individual impact of pharmacy benefits. Its R & D team supports the outputs of all organizational units backed by adequate management information and company systems. Its products are technologically competitive as it uses predictive modeling, machine learning, and other analytical tools to develop and improve their products and services.  Cigna's technology innovation focuses on three strategic areas: insights and analytics; digital health; and care delivery and management.  These strategies improve affordability and enable personalization.

4.6 [bookmark: _Hlk27735469]Management information systems audit

User-friendly management information systems play an important part in decision making under the leadership of chief information officer. Cigna has invested substantially in data infrastructure, analytics talent, and machine learning capabilities to provide a self-learning insights system that guides their decision-making and strategy execution.  Their ‘‘Insights That Matter’’ analytics process helps their leaders identify needs customers and partners while their data science experts tackle those questions with innovative methodologies and transform those insights into profitable business actions. 

Cigna’s technology team provides management information systems that support various operations while keep upgrading to optimize their technology platforms and solutions. Their technology platform allows them to accurately and rapidly match 1.4 billion prescriptions annually which enables retail pharmacies to focus on patient care, and their real-time safety checks help avoid thousands of medication errors.  Data in the information system are updated regularly with inputs from managers' functional areas to generate useful business analytics. Employees generally understand the competitive advantages of Cigna’s information system technology strategy which provides data-driven insights, utilizing artificial intelligence and machine learning to help improve customer experience and increases engagement.  They did leverage vendor to provide certain disaster recovery services for their data center systems.

4.7 Value Chain Analysis (VCA)
Cigna’s value chain activities are competitive compared to rivals and help it wins in the market. For example, 95% of value chain stakeholders said it is easy to do business with Cigna, 95% mentioned that their relationship with Cigna is collaborative and consultative rather than transactional, 92% stated that the insights and guidance Cigna provide help them to improve outcomes and performance (Cigna Accountable Care Organization Experience Survey, September 2017).




























Table 2: Internal factor evaluation (IFE) Matrix 

	 
	Strengths
	Weight
	Rating 
	Weighted Score

	1
	Clear Vision, Mission Statements and business objectives
	0.01
	1
	0.01

	2
	Strong management and competent staff
	0.05
	3
	0.15

	3
	Strong financials
	0.07
	3
	0.21

	4
	3rd in Best Health Insurance Companies for 2020 by Insure.com according to customer satisfaction 
	0.08
	1
	0.08

	5
	Cigna is viewed as high-end medical and health insurance provider
	0.05
	2
	0.1

	6
	Strong research and analytics competencie
	0.08
	2
	0.16

	7
	Cigna already set up a joint venture in China
	0.07
	1
	0.07

	8
	Cigna has experience of operating in 30 juridictions
	0.04
	1
	0.04

	9
	Strong technological competencies 
	0.09
	4
	0.36

	
	
	
	
	

	 
	Weakness
	 
	 
	 

	1
	Control over Joint Venture is a concern
	0.09
	3
	0.27

	2
	Need to raise fund for expansion in China but the liquity ratio and ROC is not attractive enough
	0.09
	2
	0.18

	3
	Publicity of Cigna is not as high of Chinese funded companies
	0.02
	1
	0.02

	4
	No Chief Strategy Officer take care of the overall strategy in China
	0.03
	1
	0.03

	5
	Digital marketing and telesales business model may not enough for  China market because customer's buying decision is influenced by  recommendation from close circle
	0.03
	1
	0.03

	6
	Turnover rate is a bit high 
	0.05
	2
	0.1

	7
	Demanding work environment with high stress level
	0.06
	2
	0.12

	8
	Market intelligent in China is not as strong as US or global office
	0.09
	4
	0.36

	 
	TOTALS
	1.00
	 
	2.29














5. [bookmark: _Toc28037451]External Audit

This external audit section will study the market size, growth, degree of turbulence, and use SPACE CLIT model as analytical frameworks for analysis. 
5.1 Market size and growth
China's health insurance market shows enormous growth potential due to the aging population, rapid urbanization, booming middle-class and the growing chronic illness. awareness in wellness which increases health care expenditure. The urban population reached 814 million and 58.5% of China’s total population in 2017. Compare to developed countries with an urbanization rate of around 80%, China is still at the accelerating stage of urbanization. China’s middle-class reached 37.4% in 2017 and is expected to burgeon to 43% in 2020 and 50% in 2025 (EY & CPIC Allianz, 2018).  The rise of the middle-class increases the demand for high-quality commercial health insurance.

5.2 Degree of turbulence
The environment is not likely to change except for government policy.  The predictability of such changes is low.  Thus, turbulence is medium-high.


Low
High
Turbulence level






5.3 SPACE CLITH model
5.3.1 Social
China's aged 65 and older population increased from 11.4% to 158 million. Forecasts suggest that this population will reach 329 million by 2050 with 120 million of age 80. A sharp increase in chronic disease patients shot up to 200 million and become a public health program that affects China's social development. It counts for over 70% of the total disease burden and 86.6% of total deaths (NHFPC, 2017). Thus, the aging population, increase in chronic and awareness of health increase the demand for health-related insurance.
5.3.2  Political
China's health insurance market is driven by government policies. “Healthy China” becomes central to the Chinese Government's agenda since the 19th National Congress of the Communist Party. President Xi Jinping remarks that China government is determined in health care investment as it is a prerequisite for social and economic development and stability. He has set a national "Healthy China" and "Digital China" national strategies that form comprehensive guidelines for commercial health insurance regulations. It also opens up a huge opportunity for commercial health insurance as the government knows they cannot do it alone.

US and China trade war provides lots of uncertainty about doing business in China.  If both counties can get a deal, China will open up more on China insurance market for US firms.  For example, foreign firms are required to set up a joint venture with a local firm to do insurance business in China.  Under the new policy, Cigna can start an entity on its own.

5.3.3 Administration
China's government would like to develop a strong health ecosystem that China Insurance Regulatory Commission (CIRC) published a guideline in a government consultation paper Administrative Measures for Health Insurance. Under such guideline:
a. Health insurance products are encouraged to combine with health management services
b. Medical insurance needs to play an active role in risk and medical expenses control  
c. Insurance companies need to share data and information with other medical institutions

5.3.4 Commercial
One of the major risks in doing insurance in China is medical claims.  The current reserves which Cigna holds for expected medical claims are based on estimation. If actual claims exceed their estimates, there will be a material impact on their business results and bottom line. According to experience, corrective measures may not be timely enough to stop the loss if their judgment on the estimation is wrong. To manage the claims and develop reliable judgment on claims estimation, Cigna needs to develop a solid relationship and reliable data collection with hospitals, physicians, and health service providers. (Cigna Annual report, 2018)

Strong US dollars will help Cigna to get bigger value in their investment in the China Health Insurance market. However, the premium collected may not contribute to it.  Price competition is another risk factor that impacts the profit margin and could result in insufficient to cover the cost of services delivered to customers (Cigna Annual report, 2018).

5.3.5 Environmental
The air population is high in China and the mortality rate is at least 30% higher than the market. This means the cost is of services is high unless Cigna can transfer the cost to the customer. According to the market practitioners, the overuse of medical services is common in China which increases the medical expense and costs to an insurance firm. 

5.3.6 China
China’s national social health insurance system model is similar to Germany but greatly different from the US commercial insurance system which Cigna is applying.  The growth of the commercial health insurance market in China is driven by the "Healthy China 2030" national strategy, national policies, demographics and customer demand.  There is a deficit crisis in the national medical insurance fund. The Chinese government wants to accelerate the development of commercial health insurance while continuing to strengthen the effective management of its medical insurance funds to reduce the pressure on the social health care system. Under this light, China target to achieve "full coverage" health care by 2030 which requires assistance from commercial health insurers (EY & CPIC Allianz, 2018).

5.3.7 Legal
Insurance is a highly regulated industry in China.  The Chinese government stated in the 13th National People’s Congress that a new regulatory framework will be developed, led by the National Health Commission, the State Medical Security Administration, and the Banking and Insurance Regulatory Commission.  The laws and regulations governing the business and subject to unexpected changes. Fail to comply with the laws including data security, regulations and standards will cause a material impact on business and reputation. Effective prevention and detection are critical to prevent negligently and maintain necessary compliance with regulatory requirements (EY & CPIC Allianz, 2018).

5.3.8 Industry
There are 149 companies doing health insurance business in China and commercial health insurance is a big ecosystem. As stated by Zhou Lei the Founder of Date Insurance Broker Co., Ltd. & Hui Bao Hai Tai Network Technology Co., Ltd.“The health insurance ecosystem requires a win-win cooperation of "MIPH" four parties, i.e., medical care providers, insurance companies, pharmaceutical enterprises, and health management service providers."  Consumers get health services by:
· receiving health insurance compensation from the medical and health service payers and insurance companies
· obtaining diagnosis, treatment or dispensing services from medical providers and pharmaceutical enterprises
· receiving full-cycle health service from the medical care and health management service providers
The government understands that to achieve Heath China 2030 national social imperative, they need to cultivate a strong health ecosystem and tap on the participation of all MIPH parties, especially commercial insurers.  A healthy ecosystem includes health management, risk, and medical expenses control, etc (EY & CPIC Allianz, 2018).

[bookmark: _Hlk27893605]Drug pricing is an area needs attention.  China levies a heavy tax on import medication and new drugs which critically impact the costing for insurers. There is a huge difference between the cost of local and overseas drugs and it is the insurer's business decision to get the supply from local pharmaceutical manufacturers or international brands.  To manage cost, insurers need to maintain a good relationship with pharmaceutical manufacturers to ensure a stable supplier of drugs.

5.3.9 [bookmark: _Hlk27894256]Technology 
[bookmark: _Hlk27894298]According to China’s “Digital China” national strategy, they would like to have a technology reform in health industry to link up all parties in the ecosystem.  Many of the participants in the industry are life and property insurers who trying to use legacy systems and process to run the health insurance business.  However, the systems are not designed for the characteristics and risk involved in health insurance business. Many companies also lack operation models to collect customer data needed to offer personalized and scenario-based products, or to provide quality customer experience with maximum value (EY & CPIC Allianz, 2018).

Many firms are still using traditional sales channels like individual agents to sell the insurance but many are developing internet sales like the business model which Cigna is using. Internet channels are boosting. Third-party platforms like Baidu, with busy traffic become the battlefield for insurance companies. The transparent, far-reaching, pervasive nature of internet makes low-cost and short-term health insurance easy for consumers to understand. Competition is fierce in this channel as it generates lucrative premium and growth.

Some market players are developing mobile apps to offer insurance products. However, due to the limitation of screen size, and data usage, only limited information can be displayed which hard to gain consumer’s confident on complicated terms and conditions about the products. To tackle this issue, some companies starting trying to use live streaming videos to improve the information sharing experience with customer to help them making the decision of purchase (Insurance Association of China, 2018) 


5.3.10 History
Historically, health insurance is sold through life or property insurance companies, where life insurers getting the major share. To life insurers, health insurance is their main driver of business growth which ramping up to 18.6% in 2017. Although property insurers are trying to grow their health insurance businesses, these products only accounted for 3.7% of their total revenues in 2017 (EY & CPIC Allianz, 2018).

The health insurance market in China is dominated by Chinese funded life insurance firm. Foreign-funded companies, including Sino-foreign joint ventures, like Cigna are subject to regulatory restrictions on business locations. For examples, foreign-funded company can only open one branch in one province per year. This greatly limited their speed of growth and accessibility to potential customers (EY & CPIC Allianz, 2018).

Table 3: External factor evaluation (EFE) Matrix 

	 
	Opportunities
	Weight
	Rating 
	Weighted Score

	1
	Aging population forecast to reach 329 million by 2050 with 120 million of age 80
	0.02
	2
	0.04

	2
	China’s middle-class reached 37.4% in 2017 and is expected to burgeon to 43% in 2020 and 50% in 2025 
	0.07
	4
	0.28

	3
	People concern about health as chronic disease patients shot up to 200 million annd it counts for over 70% of the total disease burden and 86.6% of total deaths
	0.09
	4
	0.36

	4
	"Healthy China 2030" government agenda requires the assistance from commercial health insurers which opens up huge opportunity to Cigna
	0.06
	4
	0.24

	5
	China government wants to cultivate a strong health ecosystem which touch on the stregnth of Cigna in health management, risk and medical expenses control
	0.02
	3
	0.06

	6
	Foreign insurances firms has better reputation
	0.06
	3
	0.18

	7
	Foreign insurances firms are now allow to set up own entity without joint venure
	0.01
	1
	0.01

	8
	High networth and expatriate customers prefers to buy medical insurace which provides overseas medical coverage
	0.08
	4
	0.32

	9
	Strong US dollar
	0.02
	2
	0.04

	10
	Customer do not have strong bargaining power
	0.05
	2
	0.1

	
	
	
	
	

	 
	Threats
	Weight
	Rating 
	Weighted Score

	1
	China insurance policy is state driven and tilted towards state owned insurnace companies
	0.07
	3
	0.21

	2
	Lots of laws, regulations, governance and the cost of compiling to those requirements are high
	0.09
	4
	0.36

	3
	Laws and regulations keep changing and the predictability is low
	0.06
	4
	0.24

	4
	US China Trade War affect the US firms doing business in China
	0.05
	3
	0.15

	5
	Data to estimate the premium and claims may not completely available and lots of effort needed to collect true data
	0.08
	3
	0.24

	6
	Lots of competitors want to enter the market which will trigger price competition and create pressure to the cost and profit margin
	0.03
	2
	0.06

	7
	Air population is high in China and the mortality rate is at least 30% higher than developed market which Cigna used to do business. This implies the cost of services is high unless Cigna can transfer the cost to customer. 
	0.02
	2
	0.04

	8
	Overuse of medical services is common in China which increases the medical expense and cost to insurance firm
	0.03
	2
	0.06

	9
	People tends to go hospital and the cost of medical treatment is high which affect a firm's operating income
	0.04
	1
	0.04

	10
	Foreign drug pricing is high due to import tax
	0.05
	2
	0.1

	 
	Total
	1.00
	 
	3.13







5.4 Competition five forces analysis
This section uses five forces analysis to study the bargaining power of Cigna against the five forces.
a)  Industry competitors – Cigna has a stronger international brand over competitors. It is viewed as a high-end medical and health insurance provider.
b)  Customers – customers are not well-informed of the health insurance market terms thus not able to dictate the buying price.  Currently, overall protection from an insurer is relatively low, while deductible is high. and their bargaining power over medical service providers.
c)  Suppliers – there are many well-established suppliers, many more want to enter the market but not many pharmaceutical suppliers have unique drugs.  All these imply suppliers do not have lots of bargaining power. Therefore, Cigna has a higher chance of finding suitable suppliers that match the value and cost. However, for the cooperation and support from hospital management and medical services providers, Cigna and other insurance companies only have little bargaining power over them because insurance companies in China can only bring limited numbers of patients to medical service providers. 
d) [bookmark: _Hlk27948177]Substitutes – The services available in the market are similar but the quality of services Cigna offer is hard to substitute. Competitors tend to lower their cost with lower quality of service and Cigna need to differentiate their products and target for the right segments.
e) Potential new entrants – With the US-China trade war, China will loosen country policy to allow more players to enter the market which may cause threats to Cigna.  However, the health insurance market involves complicated operation, technology, and a comprehensive value chain which will create barriers for new entrants.

The table below summarized the level of threats mentioned above
	Table 4: Five Forces 
	
	Five Forces
	Threats

	a)
	Industry competitors
	Low

	b) 
	Customers
	Low

	c) 
	Suppliers
	Low

	d) 
	Substitutes
	Medium

	e) 
	Potential new entrants
	Medium






5.5 Four Links Analysis
As mentioned before, the commercial medical health insurance business is an ecosystem, Cigna needs to work together with different players in the systems to derive economic benefit. To analyze the links between the different areas of stakeholders, four links analysis is applied here with the thickness of the links to illustrates the strength of bonds.  The medical insurance market is highly regulated by the government.  Cigna needs to strengthen its link and network with the government to influence legislation, setting up of industry guidelines and obtain government support.  Cigna has a joint venture for the China medical insurance market, it needs to strengthen this formal co-operative link to ensure its interest. Besides, Cigna needs to increase the number and quality of medical services providers, and secure reliable pharmaceutical supply to continue providing high standard services.  To outstand its competitors, informal co-operative links and networks are crucial, Cigna needs to build more alliances with industry-related players e.g. internet platform Baidu and other strategic partners to establish its status in the market. Cigna also needs to lobby more complementors e.g. internet medical consultations services to help streamline the process, consultation experience and lower the cost.


Cigna
The Government links and networks
Complementors e.g. internet medical services consultation  
Informal co-operative links and networks with strategic partners 
Formal co-operative links with the existing Joint Venture, medical services provider, and pharmaceutical suppliers


















5.6 Customer profiling and segmentation  
The focus for Cigna’s customer segmentation and profiling are below:
5.6.1 Corporate customers
Corporate customers are those who buy medical insurance for their employees.  Multi-national companies have considerate amounts of expatriates which needs medical insurance with overseas coverage.  Senior staff also need medical insurance for overseas trips. These customers usually prefer foreign insurers.
5.6.2 Individual high net worth customers
High net worth customers are more aware of medical risks and health care services for themselves and their family members.  They are willing to pay higher fees for quality and value-added services.  They have high demand on overseas medical treatment, especially for availability of foreign drugs and new drugs. They will also use medical insurance as a financial tool to protect and support their family member. Some of them even use medical insurance as a tool for wealth transfer.
5.6.3 Individual middle-class customers including expatriates 
Due to the increase of household income and chronic diseases, middle-class is shooting up the demand for medical and health care insurance, which making it the biggest market segment. They are more price sensitive and look for value-for money services.  Some of them may also prefer overseas medical treatment.  Protection for their family members about medical risk is also their key concern.

5.7 Key success factors
5.7.1 Regulatory risk management
Government policy has a great influence on the insurance business. Fail to understand and follow such policy and guidelines will has great impact, over even legal risk.

5.7.2 Product differentiation 
[bookmark: _Hlk28020212]Currently, health insurance products are extremely similar and the market has a danger of commoditizing. Companies need to be develop innovative products with value-added services, or differentiate through personalization, customer segmentation or risk-based pricing in order to create competitive edge.



5.7.3 [bookmark: _Hlk28020733]Channels 
Many insurance firms are still using traditional health insurance agents as their sales channels, which have relatively high development and maintenance costs. Alternative selling channels with lover cost is needed.

5.7.4 Claims estimation  
[bookmark: _Hlk28021177]Accurate claims estimation and related risk control is critical to the cost of health insurance. Sound judgement need to base on reliable data.  Data collection is also a big challenge in China.

5.7.5 Talents and culture
Doing business in China is very different from rest of the world.  Company needs local intelligent together with successful international experience to success. Talents in health care, internet marketing, and new technologies are important assets. Companies with innovative and entrepreneurial culture have better chance to success.

5.7.6 Digital technology
Technology plays a key role in business success in digital and data-driven era. Whoever has innovative technology will make breakthrough in customer relationship management, selling channels, business operation, product design, risk management and system infrastructure.

5.7.7 Family base product positioning
Consumer usually purchase health insurance on family-based.  They often share sharing their policy or buying the policy for them family members. Therefore, advertising can focus on providing financial support, health care management and prevention of health risks for family members as well as for insurers.








[bookmark: _Toc28037452]Part II: Strategic approach to overcome barriers

1. [bookmark: _Toc28037453]Executive Summary
This part will use relevant strategy generation and selection methods to advise Cigna on the strategic options they should take, the barriers they may encounter in implementing their strategic choices, and how they can overcome the barriers. i.e. Identify barriers and issues to strategic change and recommend approaches to overcome such barriers for Cigna.

2. [bookmark: _Toc28037454]SWOT Matrix
Based on the internal and external audit in part I of this paper, the following Strengths-Weakness-Opportunities-Threats (SWOT matrix) is developed.

2.1 Strengths-opportunities SO Strategies
SO Strategies use a firm’s internal strengths to take advantage of external opportunities. With this strategy, Cigna can consider to:  
2.1.1 set clear business objectives and strategies to tackle this growing market. 
2.1.2 advertise Cigna's high-end medical and health insurance products and services.
2.1.3 promote Cigna's experience in of operating medical insurannce in 30 juridictions.
2.1.4 expand the market in China medical and health care insurance.
2.1.5 build and strengthen its technology competency and links with formal and informal co-operative links, like medical services provider, health care services provider, hospital, clinics, pharmaceutical companies, internet advertising platform, etc.
2.1.6 advertise Cigna's high-end medical and health insurance products and services, and customer satisfaction result by overseas or international surveys.
2.1.7 strengthen its relationship with JV and explore the possibility of setting own entity as back up plan or branch out of different business.
2.1.8 promote Cigna's oversea connections and medical services to targeted customers.
2.1.9 invest in China market expansion to enjoy the buying power of US dollar.
2.1.10 Design products with higher profit margin to capture the opportunity of lower bargaining power from consumer.




2.2 ST Strategies
Use a firm’s strengths to avoid or reduce the impact of external threats. With this strategy, Cigna can consider to:  
2.2.1 set up special team to build and manage relationship with government entities.in order to influence the policy, get favourable terms and keep alert of changes or possible changes in regulations 
2.2.2 invest in technology, data collection, data mining and big data favourable to gather important data for analysis (S2, S6, S7, S9, T5) 
2.2.3 invest in product differentiation development to highlight the value for money services (S1, S2, S4, S5, S6, T6, T7)
2.2.4 use big data to help analyse and manage cost (T8, T9

2.3 Weakness-opportunities WO Strategies
WO strategies aim at improving internal weaknesses by taking advantage of external opportunities. With this strategy, Cigna can consider to:  
2.3.1 use China market expansion story to raise capital 
2.3.2 employ a Chief Strategy Officer to take care of the overall strategy in China
2.3.3 can tap on foreign firm popularity to advertise and penetrate into the market 
2.3.4 explore the possibility of setting own entity and line up strategy business partners to  
           diversify the risk
2.3.5 increase renumeration to retain staff 

2.4 Weaknesses-threats Strategies
This is a defensive tactics aiming at reducing internal weakness and avoiding external threats. With this strategy, Cigna can consider to:  
2.4.1 develop a salesforce to target for niche market 
2.4.2 diagnosis the sources of stress and work issue to rebuild staff morale 








2

The table below is the SWOT matrix
	 
	Opportunities
	SO Strategies
	WO Strategies

	1
	Aging population forecast to reach 329 million by 2050 with 120 million of age 80
	1. Set clear business objectives and strategies to tackle this growing market (S1, O1)
	1. Can use China market expansion story to raise capital (W2, O1, Q2, Q3, Q4)

	2
	China’s middle-class reached 37.4% in 2017 and is expected to burgeon to 43% in 2020 and 50% in 2025 
	2. Advertise Cigna's high-end medical and health insurance products and services (S5, O2)
	2. Employ a Chief Strategy Officer to take care of the overall strategy in China (W4, O1,O2, O3, O4, O5)

	3
	People concern about health as chronic disease patients shot up to 200 million annd it counts for over 70% of the total disease burden and 86.6% of total deaths
	3. Promote Cigna's experience in of operating medical insurannce in 30 juridictions (S8, O3)
	3. Can tap on foreign firm popularity to advertise and penetrate into the market (W3, O6)

	4
	"Healthy China 2030" government agenda requires the assistance from commercial health insurers which opens up huge opportunity to Cigna
	4. Market expansion (S2, S3, S7, S8, O4)
	4.  Explore the possibility of setting own entity and line up strategy business partners to diversify the risk  (W1, O7)

	5
	China government wants to cultivate a strong health ecosystem which touch on the stregnth of Cigna in health management, risk and medical expenses control
	5. Build and strengthen its technology competency and links with formal and informal co-operative links (S2, S6, S9, O5)
	5. Increase renumeration to retain staff (W6, O9, O10)

	6
	Foreign insurances firms has better reputation
	6. Highlight Cigna's high-end medical and health insurance products and services, and customer satisfaction (S4, S8, O6)
	 

	7
	Foreign insurances firms are now allow to set up own entity without joint venure
	7. Strengthen its relationship with JV and explore the possibility of setting own entity as back up plan (S4, S8, O7)
	 

	8
	High networth and expatriate customers prefers to buy medical insurace which provides overseas medical coverage
	8.  Promote Cigna's oversea connections and medical services (S5, S8, O7)
	 

	9
	Strong US dollar
	9.  Invest in market expansion in China to enjoy the buying power (S2,S3, S7, O9)
	 

	10
	Customer do not have strong bargaining power
	10. Design products with higher profit margin to capture this opportunities (S2. S6, S7, S9, O10)
	 






	 
	Threats
	ST Strategies
	WT Strategies

	1
	China insurance policy is state driven and tilted towards state owned insurnace companies
	1. Set up special team to build and manage relationship with government entities.in order to influence the policy, get faviorable terms and keep alert of changes or possible changes in regulations (S2, S7, T1, T2, T3)
	1. Develop a salesforce to target for niche market  (W5, T6)

	2
	Lots of laws, regulations, governance and the cost of compiling to those requirements are high
	
	2. Diagnosis the sources of stress and work issue to rebuild staff morale (W6, W7, O4, O6)

	3
	Laws and regulations keep changing and the predictability is low
	
	 

	4
	US China Trade War affect the US firms doing business in China
	 
	 

	5
	Data to estimate the premium and claims may not completely available and lots of effort needed to collect true data
	2. Invest in technology, data collection, data mining and big data favourable to gather important data for analysis (S2, S6, S7, S9, T5)
	 

	6
	Lots of competitors want to enter the market which will trigger price competition and create pressure to the cost and profit margin
	3. Invest in product differentiation development to highlight the value for money services (S1, S2, S4, S5, S6, T6, T7)
	 

	7
	Air population is high in China and the mortality rate is at least 30% higher than developed market which Cigna used to do business. This implies the cost of services is high unless Cigna can transfer the cost to customer. 
	
	 

	8
	Overuse of medical services is common in China which increases the medical expense and cost to insurance firm
	4. Use big data to help analyse and manage cost (T8, T9
	 

	9
	People tends to go hospital and the cost of medical treatment is high which affect a firm's operating income
	
	 

	10
	Foreign drug pricing is high due to import tax
	 
	 














3. [bookmark: _Toc28037455]SPACE MatrixIP
CP


Conservative                        FP                         Aggressive

Defensive                            SP                        Competitive









	Internal Analysis:
	　
	External Analysis:
	　

	Financial Position (FP)
	　
	Stability Position (SP)
	　

	Sales
	7
	Government Regulations
	-5

	Gross Margin
	4
	Technological Changes
	-4

	Debt/Equity
	4
	Price Elasticity of Demand
	-3

	ROE
	3
	Competitive Pressure
	-3

	ROA
	5
	Barriers to Entry into Market
	-1

	Financial Position (FP) Average
	4.6
	Stability Position (SP) Average
	-3.2

	
	
	
	

	Internal Analysis:
	　
	External Analysis:
	　

	Competitive Position (CP)
	　
	Industry Position (IP)
	　

	Market Share
	-6
	Growth Potential
	7

	Product Quality 
	-1
	Financial Stability
	5

	Customer Loyalty
	-2
	Ease of Entry into Market
	5

	Product Variety 
	-4
	Resource Utilization
	4

	Control over Suppliers and Distributors
	-3
	Profit Potential
	6

	Competitive Position (CP) Average
	-3.2
	Industry Position (IP) Average
	5.4



4. [bookmark: _Toc28037456]Grand Strategy Matrix
Rapid Market Growth

Quadrant II                                                   Quadrant I


		           Cigna



Weak                                                                                                                                      Strong
Competitive                                                                                                                            Competitive
Position                                                                                                                                   Position






Quadrant III                                                   Quadrant IV

Slow Market Growth



















5. [bookmark: _Toc28037457]The quantitative Strategic Planning Matrix (QSPM)
In order to indicates which alternative strategies are best, quantitative strategic planning matrix is used. According to the table below, product differentiation strategy is preferred.
	
	
	
	Opening a new entity
	Product Differentiation

	 
	Opportunities
	Weight
	AS
	TAS
	AS
	TAS

	1
	Aging population forecast to reach 329 million by 2050 with 120 million of age 80
	0.02
	2
	0.04
	0
	0

	2
	China’s middle-class reached 37.4% in 2017 and is expected to burgeon to 43% in 2020 and 50% in 2025 
	0.07
	4
	0.28
	3
	0.2

	3
	People concern about health as chronic disease patients shot up to 200 million annd it counts for over 70% of the total disease burden and 86.6% of total deaths
	0.09
	0
	0
	2
	0.2

	4
	"Healthy China 2030" government agenda requires the assistance from commercial health insurers which opens up huge opportunity to Cigna
	0.06
	0
	0
	1
	0.1

	5
	China government wants to cultivate a strong health ecosystem which touch on the stregnth of Cigna in health management, risk and medical expenses control
	0.02
	0
	0
	 
	0

	6
	Foreign insurances firms has better reputation
	0.06
	0
	0
	3
	0.2

	7
	Foreign insurances firms are now allow to set up own entity without joint venure
	0.01
	3
	0.03
	3
	0

	8
	High networth and expatriate customers prefers to buy medical insurace which provides overseas medical coverage
	0.08
	1
	0.08
	4
	0.3

	9
	Strong US dollar
	0.02
	2
	0.04
	0
	0

	10
	Customer do not have strong bargaining power
	0.05
	0
	0
	1
	0.1
















	 
	Threats
	Weight
	AS
	TAS
	AS
	TAS

	1
	China insurance policy is state driven and tilted towards state owned insurnace companies
	0.07
	1
	0.07
	2
	0.1

	2
	Lots of laws, regulations, governance and the cost of compiling to those requirements are high
	0.09
	2
	0.18
	3
	0.3

	3
	Laws and regulations keep changing and the predictability is low
	0.06
	3
	0.18
	1
	0.1

	4
	US China Trade War affect the US firms doing business in China
	0.05
	0
	0
	1
	0.1

	5
	Data to estimate the premium and claims may not completely available and lots of effort needed to collect true data
	0.08
	2
	0.16
	1
	0.1

	6
	Lots of competitors want to enter the market which will trigger price competition and create pressure to the cost and profit margin
	0.03
	0
	0
	2
	0.1

	7
	Air population is high in China and the mortality rate is at least 30% higher than developed market which Cigna used to do business. This implies the cost of services is high unless Cigna can transfer the cost to customer. 
	0.02
	0
	0
	3
	0.1

	8
	Overuse of medical services is common in China which increases the medical expense and cost to insurance firm
	0.03
	1
	0.03
	4
	0.1

	9
	People tends to go hospital and the cost of medical treatment is high which affect a firm's operating income
	0.04
	2
	0.08
	1
	0

	10
	Foreign drug pricing is high due to import tax
	0.05
	1
	0.05
	 
	0

	 
	Total
	1.00
	
	
	
	



















6. [bookmark: _Toc28037458]The Internal-External (IE) Matrix

	
	
	The Total IFE Weighted Scores

	
	
	Strong
4.0 to 3.0
	Average
2.99 to 2.0
	Weak
1.99 to 1.0

	
	4.0
	I
	II
	III

	
	High
	





	Cigna
	

	
	3.0
	IV
	V
	VI

	The EFE Total Weighted Score
	Medium
	





	
	

	
	2.0
	VII
	VIII
	IX

	
	Low
	




	
	

	
	1.0
	
	
	





7. [bookmark: _Toc28037459]Recommendations

Other recommendations are listed below:
7.1 Political/legal - Cigna need to stay close with the regulators and even try to influence the State Council of the Chinese government in national health insurance guidelines and regulation formation.
7.2 Commercial - Cigna can ride on China state council’s strategy of driving the development of commercial health insurance to solicit support from government on more favorable terms of doing medical business in China.
7.3 Partnership in the ecosystem - Cigna and work along China government’s plan to build a cooperative medical ecosystem to strengthen its connection with various stakeholders in the market.
7.4 Build alliance – Cigna need to build solid relationship or partnership with hospitals, clinics, other medical services providers in order to ensure quality services for customers and gathering of useful information.
7.5 Product design – Cigna needs to engage customer and build intelligence to understand their needs throughout customer health life cycle in order to provide suitable products and services. Cigna also needs to create value-added and add personal touch in their services, in order to create competitive edge. It is favorable to find a win-win business model that delivers mutual benefits: Lower costs for the insurance payer, scale and better earnings for Cigna. Develop sales models that enable them to gather the useful customer information required to offer scenario-based or personalized products, and provide a quality customer experience which can attract target customers. Offering value-adding health care services to attract medium and high-end customers, build customer loyalty, gather useful information for pricing differentiation e.g. express channel for physical examination services, online consultations, medical treatment in overseas, gene detection or wearables.
7.6 Selling channels – Cigna has a big competitive edge of doing business through internet channel. Due to the digitalization of China market, Cigna can invest more and strengthen its capacity in this area to create maximum value.  On the same time, Chinese buying habit is largely reply on word of mouth and recommendation by close circle, it’s also worth to explore the possibility of setting up a sales time to target niche market.
7.7 Use big data to control risk - Effective risk control is the key to profitable health insurance, The funding structure and lifecycle of health insurance risk have specific characteristics that require different actuarial methodologies for calculating risk.
7.8 Technology – Cigna need to make use of emerging technologies, including AI, blockchain, big data, social networks, wearable devices, and cloud computing to assist above strategies and business plans.









[bookmark: _Toc28037460]Appendix 1: Internal audit checklist and findings

A. Internal strategic management audit checklist

1. How would you describe the Organizational culture?
· Professional and dedicated 
2. How would you describe the Management functions: planning, organizing, motivating, staffing, and controlling?
· Cigna’s is using a flexible approach in planning and the control is vigorous
3. Does the firm use strategic-management concepts?
· Yes, but not many details and no Chief Strategic Officer is found in their company 
4. Are company objectives and goals measurable and well communicated? 
· Cigna Clear earnings objective, Cigna has environmental, social and governance objectives in Corporate Responsibility)
5. Do managers at all hierarchical levels plan effectively?
· Not much info
6. Do managers delegate authority well?
· Not much info
7. Is the organization’s structure appropriate?
· No much info
8. Are job descriptions and job specifications clear?
· Yes
9. Is employee morale high?
· The turnover rate is considered high in Asia
10. Are employee turnover and absenteeism low?
· Turnover rate is high
11. Are organizational reward and control mechanisms effective?
· The remuneration is good






B. Marketing audit checklist questions
1. Are markets segmented effectively? 
· Cigna has comprehensive and clear segmentation in customer and products
2. Is the organization positioned well among competitors?
· Yes, quite strong. Below are the rankings:
· Cigna ranked 3rd in Best Health Insurance Companies for 2020 by Insure.com according to the following customer satisfaction metrics: Value for price, Customer service, Claims satisfaction, Usefulness, and ease-of-use of its website and mobile apps If plan to renew If would recommend.  (Masterson, 2019. Best Health Insurance Companies for 2020, Insure.com. https://www.insure.com/best-health-insurance-companies)
· Cigna ranted Best for Telehealth Care: as it has excellent financial strength ratings and out-of-network approvals are not required. (Hunt, 2019., the Balance, the 8 best insurance companies, 2019. https://www.thebalance.com/best-health-insurance-companies-4174511) 
· Cigna ranked first in the health care industry and ranked second on a new list of Top 100 U.S. Companies Supporting Healthy Communities and Families. (Bloomfield, 2019., Just capital. https://justcapital.com/companies/cigna-corporation)   
3. Has the firm’s market share been increasing?
· Yes but no detail figure is available 
4. Are present channels of distribution reliable and cost-effective
· Cigna has well developed, reliable and cost-effective distribution channels
5. Does the firm have an effective sales organization?
· Cigna has 74,000 colleagues around the world, who are dedicated to living our mission and creating exceptional value every day.
6. Does the firm conduct market research?
· Cigna's research and analytics team conduct timely, rigorous and objective research that supports evidence-based pharmacy benefit management and evaluates the clinical, economic and individual impact of pharmacy benefits.
· They also use predictive modeling, machine learning, and other analytical tools to develop and improve their products and services.
· The team also produces the Express Scripts Drug Trend Report, which examines trends in pharmaceutical utilization and cost, the factors triggering those trends and new solutions their clients can implement to control their pharmacy spend while improving the health of their customers
7. Our product quality and customer service good?
· With greater than 98% client retention which implies product quality and good customer service (Cigna Earnings Call, February 1, 2019)
8. Are the firm's products and services priced appropriately?
· Should be yes as evidenced by the earnings and backed by research
9. Does the firm have an effective promotion, advertising, and publicity strategy?
· Cigna was well-known for using the internet platform for marketing
· Cigna's launched new advertising initiative uses the power of influencers to spotlight the importance of mental health as a key factor in overall health.  The campaign brings together Queen Latifah, Nick Jonas, and Ted Danson to encourage everyone to schedule their annual check-up and talk openly and honestly with their health care providers about how they are feeling, physically and emotionally.
10. Are marketing, planning, and budgeting effective?
· Should be yes as evidenced by the earnings and industry ranking
11. Do the firm’s marketing managers have adequate experience and training?
· No information but regarding the result, the answer should be yes.
12. Is the firm’s internet presence excellent as compared to rivals? 
· Technology is the backbone of all of their solutions – from their provider-focused advances that improve e-prescribing and electronic prior authorization – they have a patient-friendly app and website interfaces, and their continued investments provide an easier, more efficient experience with all of our partners.










C. Finance/accounting audit checklist
1. Where is the firm financially strong and weak as indicated by financial ratio analyses?
· Strong revenue and earnings growth – with adjusted revenue growth of 15%,  to $48 billion
· Earnings growth of 33%, to $3.6 billion after-tax
· Earnings per share growth of 36%, to $14.22, and;
· Continued strong operating cash flow (Cigna annual report, 2018)
2. Can the firm raise needed short-term capital?
· Yes. Cigna's short-term investments are (USD316,000)
3. Can the firm raise needed long-term capital through debt and/or equity?
· Yes. Cigna has fixed maturities (USD 22,928,000) Equity securities (USD 548,000), Commercial mortgage loans (USD1,858,000), Policy loans (USD1.423,000), Other long-term investments (USD1,901,000)
4. Does the firm have sufficient working capital?
· Yes
5. Are our capital budgeting procedures effective?
· No information 
6. Are dividend payout policies reasonable?
· No detail information but no negative comment is found
7. Does the firm have good relations with its investors and stockholders?
· No detail information but no negative comment is found. They have a newsroom on the internet to share information to investors
8. Are the firm’s financial managers experienced and well trained?
· Cigna has a vigorous talent selection process
9. Is the firm’s debt situation excellent?
· It seemed well management because the debt is matched with investments

[bookmark: _Hlk27732660]






D. Production/operations audit checklist:
1. Are supplies of raw materials, parts, and subassemblies reliable and reasonable?
· Cigna is in the service industry, this part is no relevant
2. Our facilities, equipment, machinery, and offices in good condition?
· Cigna is a well-established multinational, offices and facilities are well managed
3. Are inventory-control policies and procedures effective?
· Cigna is in the service industry, this part is no relevant
4. Are quality-control policies and procedures effective?
· Cigna has solid quality-control and procedure policies 
5. Our facilities, resources, and markets strategically located?
· Cigna has 30 offices around the globe with the international office located in Belgium
6. Does the firm have technological competencies?
· Cigna has strong technologic competencies that support all areas including e-prescribing, patient-friendly app, and website interfaces. They have continued investments to ensure an easier and efficient user experience with all their partners.


















E. Research and development audit
1. [bookmark: _Hlk27735028]Does the firm have R & D facilities? Are they adequate?
· Research and Analytics. Cigna's research and analytics team conduct timely, rigorous and objective research that supports evidence-based pharmacy benefit management and evaluates the clinical, economic and individual impact of pharmacy benefits.
2. If outside R & D firms are used, are they cost-effective?
· No particular information in this area.
3. Are the organization’s R & D personnel well-qualified?
· Judge by the output, the answer is yes.
4. Our R & D resources allocated effectively?
· No particular information in this area
5. Management information and computer systems adequate?
· Evident by the business result, the answer is positive
6. Is communication between R & D and other organizational units effective?
· There are R & D footprints in the output of other organizational units, thus the communication is positive
7. Are present products technologically competitive?
· Cigna uses predictive modeling, machine learning, and other analytical tools to develop and improve its products and services.














F. Management information systems audit
1. [bookmark: _Hlk27737029]Do all managers in the firm use the information system to make decisions?
· The information system should play an important part in decision making
2. Is there a chief information officer or director of information systems position in the firm?
· Yes
3. Are data in the information system updated regularly?
· The answer is positive
4. Do managers from all functional areas of the firm contribute input to the information system?
· Yes, they need the information for business analytics
5. Are there effective passwords for entry into the firm’s information system?
· Yes
6. Are strategists of the firm familiar with the information systems of rival firms?
· Cigna technology team produces the Express Scripts Drug Trend Report, which examines trends in pharmaceutical utilization and cost, the factors triggering those trends and new solutions our clients can implement to control their pharmacy spend while improving the health of their customers.
7. Is the information system user-friendly?
· The answer is positive
8. Do all users of the information system understand the competitive advantages that information can provide firms?
· Most if not all
9. Our computer training workshops provided for users of the information system?
· Yes
10. Is the firm's information system continually being improved in content-and user-friendliness?
· Yes

· Cigna’s technology innovation continues to focus on three strategic areas: insights and analytics; digital health; and care delivery and management. 
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