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Of course, the global recession has necessitated the need to cut cost on a lot of initiatives. However, diversity (and inclusion) should not be touched but rather entrenched. Over the past few decades, US demographics have undergone significant transformation. According to US Census Bureau Board , the minority group would eclipse the majority group by 2045 therefore changing the market landscape. With this, Aetna, the third largest publicly traded health insurance provider need to diversify by creating new products for new markets. Doing this, among others, require a great understanding of the (target) market as well as others which diversity and a great inclusion policy can provide. Besides this, diversity has been found to be correlated with performance (Ali et al., 2011; Backes-Gellner & Veen, 2013; Delloite Australia, 2013), short term profitability in Earnings Before Interest and Tax (EBIT) as well as long term profitability. Having looked at previous literature review, do strategic analysis of the company, industry and market to predict the potential happenstances, it is my believe that Aetna should not just continue with the diversity policies but entrench them more. 

More importantly, it is not just about the number of workers with different diversity dimensions or the numbers of programs, but how diversity is truly managed so as to serve as one of competitive advantage in the red ocean. 

This report is as such an analysis of the contemporary issues surrounding diversity as it pertains to Aetna: it looked at the cost-benefit analysis of diversity, reviewed the present situation as well as look at the company’s industry and market so as to make a decision that would align well with the future projections. 
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[bookmark: _Toc534626204][bookmark: _Toc534667867][bookmark: _Toc534681846]1.1 CONTEXT
“The definition of ‘a typical customer’ is radically changing. An increasingly diverse customer base is looking for product marketing, service and sales to suit individual tastes, needs and style. As a result, business leaders charged with financial growth and shareholder value have recognized the need to include diversity initiatives among corporation’s most significant priorities.”
Gwen Houston, VP of Diversity Capability and Business Development, Aetna Inc. while responding to questions from Institute for Diversity in Health Management, an affiliate of the American health Association on the importance of diversified workforce in 2003.

The importance of a diversified workforce cannot be over-emphasized. It has been established in extant literatures as very important to gaining strategic advantages in the red ocean of highly competitive market place (Lockwood, 2005; Mateescu, 2015; Rose & Palma-Rivas, 1998). It is a fundamental component of a company that is not just a respecter of the individuality of its workforce and (target) market but one which is a vital tool to understanding inherent differences of the needs of its market. Justifications have been made in social science literatures as to why diversity in various dimensions - ages (Backes-Gellner & Veen, 2013; Li et. al, 2011; Przetacka, 2009; Rabl & Triana, 2014; Tanikawa, Kim & Jung, 2017), races and ethnicities (Barta et al., 2012; Lockwood, 2005; Sharma, 2016) among others - will further help propel organizations to global dominance. 
However, with the economic crisis of 2008 – 2009, it is understandable why the company need to cut cost on some of its initiatives. Diversity initiatives are also under serious considerations and there is a need to strategically look at them and make data-informed decision. From all evidences available, however, I will strongly recommend continuing with Aetna’s Health diversity initiatives. This is, as such, a report justifying the need for continuously diversifying Aetna Health’s workforce. 
Conclusively and having understood this as an academic-cum-management work according to the set instructions and stated objectives, a report is expected which will detail the reason to continue with the diversity initiatives. This is a strategic case which will look at the industry the company operates in, the market and its need, the company itself and look at what is best in the context of diversity and other human resource issues. Premising on this would allow one to make an informed decision as this would allow one to have an all-round understanding of the surrounding intricacies. 
[bookmark: _Toc534626205][bookmark: _Toc534667868][bookmark: _Toc534681847]1.2 STRUCTURE OF THE REPORT
For clarity and brevity, the main content of this report is divided into four (4) sections thus:
Section one provides an overview of the report. This includes the context of the report as well as this part, the structure of the report, which gives a summary overview of the whole write-up. 
Section two delves more into the analysis and discussion of the contending issues while providing a layout for the recommendations in the next section.
Section three is strictly dedicated to recommendation because of its inherent importance.
Section four is tagged summary and conclusion. And as the name implies, it encompasses the summary of the report as well as its conclusion.   

[bookmark: _Toc534626206][bookmark: _Toc534667869][bookmark: _Toc534681848]SECTION TWO: REVIEW AND ANALYSIS
[bookmark: _Toc534626207][bookmark: _Toc534667870][bookmark: _Toc534681849]2.1 DIVERSITY, ITS DIMENSIONS AND AETNA’S IMPLEMENTATION: AN OVERVIEW
In today’s increasingly globalized world which is commonly referred to as a “global village”, diversity has become a household concept in business organizations. While its emergence can be traced to the need to see to furthering equal opportunities among people of different backgrounds (Alesina et al., 2016; Benhamou & Peltier, 2007), its importance has moved from a ‘nice to have’ concept to a tool for competitive advantage and consolidation (Acheson & Maule, 2004; Boxall & Purcell, 2011) . No small thanks to technological advancement, globalization and internationalization, the factors enhancing homogeneity are being gradually eroded and paving way for heterogeneity in various dimensions (Cowen, 2002; Mark, 2008). 
The various definitions of diversity in extant literatures have enumerated its dimensions but in different proportions. Nkomo (1995, cited in Ogaga-Oghene & Ehimare 2011) posited that two major viewpoints, the narrow and the broad perspectives, are used in providing meaning to diversity. Scholars favourably disposed to the narrow viewpoint opined that diversity should be restricted to specific cultural categories like gender and race . The scholars in support of the broad definition viewpoint, however, are of the opinion that the differences in race, gender and ethnicity alone are inadequate and cannot be understood in the same way as diversity in organizational function, abilities and cognitive orientations . To these latter advocates, diversity should include the various ways we differ. 
One of the often recognised position in diversity, and its dimension, is a five cluster classification conceptualized by McGath et al. (1995 cited in Ogaga-Oghene & Ehimare 2011). They posited that the dimensions are categorized in five ways thus: “demographic characteristics such as age, ethnicity, gender, sexual orientation, physical status, religion and education; task-related knowledge, skills and capacities; values, views and attitudes; personal, cognitive and attitudinal styles; Status in the organization such as one’s hierarchical position, professional domain, departmental affiliation and seniority” McGath et al. (1995 cited by Ogaga-Oghene & Ehimare 2011) concluded. In summary, the definition of diversity by the Society for Human Resources Management (SHRM) which sees it as “the collective mixture of differences and similarities that includes, for example, individual and organizational characteristics, values, beliefs, experiences, backgrounds, preferences, and behaviors”  would be utilized. While categorizing the dimensions into visible diversity and invisible diversity traits, SHRM enumerated diversity dimensions as age, gender, colour, disability, family status, education, race, ethnicity/ national origin, language, life experience, socio-economic status, level in organization, religion and sexual orientation personality among others (SHRM, 2016; SHRM, 2018). 
At Aetna, several dimensions were taken into cognizance for their human resource strategy. The dimensions and statistics depicted in the table below were deduced from Aetna website. 
[bookmark: _Toc534681866]Table 1: Statistics of Workplace Diversity at Aetna
	NO
	DIMENSION OF DIVERSITY
	UNIT
	STATISTICS

	1
	Gender
	Men
	· 24% of total employees are men

	
	
	Women
	· 76% of total employees are women
· 64% of women hold management/ supervisory positions
· 32% of executive positions are held by women.

	2
	Race and ethnicity
	People of Colour
	· 32% of employees are people of colour
· 19% of management/ supervisory position are held by people of colour
· 14% of executive positions are held by people of colour

	
	
	White
	· 68% of employees are white people
· 71% of management/ supervisory position are held by white people
· 86% of executive positions are held by white people

	3
	Multi-generation workplace
	Traditionalists (1925 - 1945)
	· Less than 1% of the workforce.

	
	
	Baby Boomers (1946 to 1963)
	· 30% of the workforce.

	
	
	Generation X (1964 to 1978)
	· 45% of the workforce.

	
	
	Generation Y (1979 to 1994)
	· 25% of the workforce.

	
	
	Generation Z (1995 to 2009) 
	· Less than 1% of the workforce.

	4
	Geography
	All
	· Have employees in all 50 states and District of Columbia.

	
	
	
	· Largest network are
 	A. Hartford, Connecticut
 	B. Blue Bell, Pennsylvania
 	C. Phoenix, Arizona

	5
	Years of service
	20 years yardstick
	· 14% of employees have worked at Aetna for more than 20 years

	
	
	
	· 86% of employees have not worked up to 20 years

	
	
	5 years yardstick
	· 62% of employees have worked more than or equal to 5 years

	
	
	
	· 38% of employees have worked less than 5 years

	6
	Veteran Status
	Veteran
	· 2.4% are veteran

	
	
	Not a veteran
	· 97.6% are not veteran

	7
	LGBT
	LGBT
	· 4% of employees identified as gay, lesbian, bisexual or transgender					

	
	
	
	· 96% of the employees are straight.


REFERENCE: Deduced from Aetna 

The statistics shown here depicts not so bad statistics on gender and ethnicity/ race, the two dimensions of diversity I am placing emphasis on because both of these dimensions have probably generated highest number of bias and, as such, discussions in recent times. But while the total number of employees in these variations are not that bad, the statistics in the executive composition gives little for concern and can be regarded as not fully representative of the community Aetna operates in.  
That several programs were designed to leverage on the diversified workforce is a good thing though. This includes women’s leadership alliance, power of the purse, strategies for success leadership program, strategies for success sponsorship program, men advocating real change (MARC) leaders program and employees resource groups among others . Extending the diversity to the company suppliers too is very good. However, as good as the programs are, the encompassing diversity management, should be given more priority. Diversity management, which SHRM (2017) defined as “the comprehensive organizational and managerial process for leveraging diversity and achieving inclusion that maximizes the potential of all employees”, determines the end result of the diversity initiatives.
When Aetna Insurance Company organized an annuity fund to sell life insurance in 1850, the health insurance company which eventually separated and incorporated as Aetna Life Insurance  had no idea it would grew to become one of the largest health insurance providers in the United States of America (USA) and the world at large. With several products like health insurance, medicaid insurance, pharmacy insurance, group life insurance and disability insurance sold in all the fifty (50) states in the united states, it is easy to see why CVS Health strived hard to acquire it this year, 2018 . Aetna’s financial performance can be associated with its huge and diversified customer base: people of different colour, ethnicity, age and gender among numerous others. This once again necessitates the need for not just diversity but diversity management.
Like Milliken and Martins (1994 cited in Ogaga-Oghene & Ehimare 2011 pg. 94), however, opined, “diversity appears to be a double-edged sword, increasing the opportunity for creativity as well as the likelihood that group members will be dissatisfied and fail to identify with the group”. In summary, it has contrasting implications depending on the management of the varying dimensions. While looking at diversity from the prism of its effects on the organization, three theoretical frameworks are mostly utilized. These are social categorization theory, similarity/ attraction theory, and information and decision-making theory . Consistent with this contrasting implications are the arguments, for and against, of the three popular theoretical frameworks. The next section would look at the strategic imperative of workplace diversity while reviewing the benefits as well as the costs.

[bookmark: _n0521rc7tn1c][bookmark: _y4i1tlkpvpei][bookmark: _Toc534626208][bookmark: _Toc534667871][bookmark: _Toc534681850]2.2 WORKPLACE DIVERSITY: A STRATEGIC IMPERATIVE
[bookmark: _Toc534626209][bookmark: _Toc534667872][bookmark: _Toc534681851]2.2.1: OVERVIEW AND A BUSINESS CASE FOR DIVERSITY IN ETHNICITY OR RACE
As said earlier, diversity in workplace has gained enormous discussion and research among researchers and management professionals alike. Globalization and internationalization, few of the contributing factors enhancing immigration , have ensured that workplace diversity would continue to be a trend for a long time. While buttressing this, Cox and Blake (1991, cited in Okoro & Washington 2012) argued that this would remain for a long time and the ability to manage this diversified workforce will provide a competitive advantage because of improved decision-making and cross-cultural negotiation that could be accrued from such.
Although, some researchers opined that it is difficult to quantify the immediate return on investment (ROI) of workplace diversity, they are, however, mostly unanimous on its positive implication to workplace productivity (Acheson & Maule, 2004; Ali et al., 2011; Arch et al., 2009; Li et al., 2011). While emphasizing its importance to productivity, Kanu’s (2008, cited in Okoro & Washington 2012) also pointed to the case of Goldman Sachs with more than 30,000 employees representing 160 nationalities. This, to him, epitomizes the standard in business organizations in the United States and, more importantly, is a business necessity. This is because having a diversified workplace, which is the inherent business practice, enables organizations to understand the target market which are also diversified. In short, a diversified workforce is simply a microcosm of the larger society.  
Consistent with this latter argument, Bovee and Thill (2008) also argued that United States (US), the primary market for Aetna Health, has been a nation of immigrants right from onset and as such populated with people of different ethnicity and race. According to the US Census Bureau, the country’s multi-ethnicity would keep getting entrenched that by the middle of twenty-first century, the majority race would be in the minority (majority-minority) in that Non-Hispanic white, though still the majority race, would comprise less than one-half of the total population. Hispanic whites would account for almost one-fourth, African Americans will grow to about 13 percent while the Asian Americans are projected to be around 8 percent. The Acting Director of US Census Bureau, Thomas L. Mesenbourg summarize it succinctly thus: “The next half century marks key points in continuing trends — the U.S. will become a plurality nation, where the non-Hispanic white population remains the largest single group, but no group is in the majority” (US Census Bureau Board, 2012). While the next figure shows the population percentages of 2012 and projections for 2060, a breakdown of the US population projections is detailed in the appendix. One thing is however apparent, the increasing plurality - in race and ethnicity - of the market. This is a very telling indicator of why companies keep diversifying their workforce to meet up with the increasing differences in the larger society. 
[image: ]
[bookmark: _Toc534681867]Table 2: Population by Race and Hispanic Origin: 2012 and 2060 (US Census Bureau Board, 2012)

[bookmark: _Toc534626210][bookmark: _Toc534667873][bookmark: _Toc534681852]2.2.2: THE GENDER DIMENSION: A BUSINESS CASE FOR DIVERSITY IN GENDER 
All over the world, gender bias is a problem that needs sorting. According to the World Economic Forum (WEF) Global Gender Gap Report (GGGR) of 2018, United States ranked 51 out of 149 countries with a 72 percentage mark and ranked 19 in economic participation and opportunity with 78.2 percentages . The 72% mark means that for every 100% opportunity available for men, 72 percentages of such is available for women. Though it has varying percentages in the sub-indices -economic participation, educational attainment, health and survival, and political empowerment - the result nevertheless shows a bias and disparity based on gender, WEF (2018) concluded. Not capacity. More importantly, there is a strong correlation between gender diversity in the workplace and organizational performance. So why are these discrepancies still existing despite this?
Over the years however, there is increasing number of women joining the workforce and the statistics of number of women working at Aetna is impressive even if not more tilted to women folks. However, what has remained problematic is that invisible glass ceiling which Buhler (2012, cited in Okoro & Washington 2012) described as “invisible ceiling (barrier) that prevents women and minorities from obtaining promotions into higher level positions, including management”. This is also evident at Aetna when you factor in percentage of executives who are female[footnoteRef:2]. So it is not just about women who are in the company but number of women of women in the position of power.  [2:  Please, see statistics of workplace diversity in one of the previous sections.] 

More so, while a cost-benefit analysis of diversity will summarise this section, section 2.2, it is worth mentioning that  having good representation of women folks to provide a rightful balance would not just allow for greater creativity and innovation, it would also allow Aetna in understanding the customer base more (Patrick & Kumar, 2012; Sharma, 2016).

[bookmark: _Toc534626211][bookmark: _Toc534667874][bookmark: _Toc534681853]2.2.3 SUMMARY OF STRATEGIC IMPERATIVE FOR DIVERSITY AND A COST-BENEFIT ANALYSIS
From the preceding analyses, indications have shown that the motivating factor behind diversity has moved from ethical to regulatory and now economic reasons. But, is this enough considering the cost of the initiatives at a time of global recession? Though the next section would give an understanding of the market and the industry, the evaluation of the benefits (both tangible and intangible) against the cost would provide the needed clarity in this regard.
The Benefits 
The benefits of diversified workforce are enormous and are backed by several research studies in extant literatures (Ali et al., 2011; Backes-Gellner & Veen, 2013; Barta et al., 2012; Li et al., 2011). In broad terms, they can be categorized into tangible and intangible benefits. While the tangible benefits are measurable in monetary terms, the intangible assets are often subjective and not measurable in monetary terms. 
In the case of Aetna, the potential tangible benefits are numerous and enormous. Three however stands out thus: increased market share, increased productivity and innovation, and improved employee retention and attraction.  
Increased Productivity and Innovation: With increasing productivity backed by prior studies (Delloite Australia, 2013; Reynolds & Lewis, 2017), Aetna can be guaranteed to have its decision made 60% faster than a homogeneous workforce (People Management, 2017). But perhaps a more important one is the increased innovation and creativity in getting new products. According to a McKinsey study, public companies in US with diverse executive board have 95% Return on Equity (ROE) than those with non-diverse boards. This is because they were able to make decisions and products in alignment with the diversified populace (Barta et al., 2012). With the statement credited to Aetna Chairman and CEO that the company continue to win in the market despite financial recession because of the “offering [of] a broad range of products and providing excellent customer service”[footnoteRef:3]. When the impact of the impacts of the highlighted Employee Resource Groups (ERGs) are weighted in quantitative terms in terms of productivity and most importantly, innovation of new products to strengthen the company’s grip of the market, we would understand a more tangible impacts of diversity . [3:  Please, see assignment documentation] 

Increased Market Share: That the twin corporate strategy being “growth opportunities in non-traditional market” and “the need to reflect and understand the customer base Aetna serves” is a pointer to the importance of diversity. Perhaps more important is the trend that the non-traditional market is increasing and would soon eclipse the traditional market considering the result released by the US census board bureau[footnoteRef:4]. By assessing new markets and expanding on highlighted minority markets which would soon become majority in the United States, you can be sure that the memberships (medical and dental among others) would increase drastically.    [4:  Please projections released by the US Census Bureau board in the appendix.] 

Improved Employee Retention and Attraction: With diversity, there is increased pool of talent to pick from and as such the chances to finding the best person for the job. More importantly, should employees feel valued and included, the possibility of leaving reduces and such reduces the expenses on recruitment, training as well as retention. 

The intangible benefits which cannot be quantified in monetary terms also include the below thus:
Improved Employer Brand and Reputation: A diversified and nicely inclusive workplace adds more glamour to the employer brand image and reputation. This invariably attracts more investors.
Others are healthy working environment, increased skill set, and opportunities for employee growth and development.  

The Costs
Diversity itself does not really have disadvantage except if it is not managed very well that there can be fallout from such. Besides this, the cost in  nominal terms are those associated with recruitment, diversity engagements, programs like employee resource groups, and lots more.  

[bookmark: _Toc534626212][bookmark: _Toc534667875][bookmark: _Toc534681854]2.3 HEALTH INSURANCE INDUSTRY, MARKET AND STRATEGIC ANALYSIS
While making recommendation on what needs to be done in terms of diversity initiatives at Aetna, a strategic case, there is need to look at the industry and the market: what are the market trends, what are the critical success factors (CSFs) and will diversity have effects on these? These are lingering questions that need answering to. 
Health insurance, a subset of health care, market in the United States of America (USA) is very huge. Despite being huge, it keeps growing and has reportedly grown by 4.3% during the last five years with generated revenue of $938 billion in 2018 as depicted in the figure below thus:

[bookmark: _Toc534681868]Table 3: Health Insurance Market Revenue Growth
[image: ]
SOURCE: IBISWorld 

According to the figure released by Forbes in 2014, Aetna is the third biggest health insurance provider in the United States based on market capitalization . This is depicted in the table below. This 2014 submission by Forbes is also consistent with the 2018 submission of IBISWorld  but while the latter statistics of 2018 put Humana Inc. as fourth, Forbes record of 2014 put it on Cigna as depicted in the table below thus:  

[bookmark: _Toc534681869]Table 4: Biggest Health Insurance Providers in the United States of America
	HEALTH INSURANCE PROVIDER
	MARKET VALUE (in billion dollars)
	NET SALES (in billion dollars)

	United Healthcare Group
	112.7
	130.5

	Anthem
	41
	74B

	Aetna
	38
	58

	Cigna
	33.8
	35

	Humana
	27.2
	48.5

	Centene
	8.6
	16.6

	Health Net
	4.5
	14

	WellCare Health Plans
	3.7
	13

	Molina
	3.2
	9.7

	Magellan Health
	1.9
	3.8


SOURCE: Deduced from Forbes .

The above are not contradictory however considering that Forbes’s (2004) submission  was in 2014 and IBISWorld’s (2018) one was in 2018. 

To have a better understanding of this, the strategic analysis of the company, market and industry is very important. But why do we need strategic analysis when all we need is either to continue with diversity initiatives or not? This is because diversity policies, or lack of, can either make or mar a business. According to recent McKinsey’s report which studied over 1000 businesses in 12 countries, diversity initiative is not just a tool for social justice; it is now a tool for competitive advantage that has been found to have correlation between short term profitability in Earnings Before Interest and Tax (EBIT) as well as long-term profitability . Gerry et al.’s  further explanation of need for strategic changes, and thus analysis, as due to the desire to grasp new opportunities or simply overcoming a (potential) problem, provided the needed clarity, and basis, for this section. The advantages in this regards can also be attributed to the characteristics of strategic decisions which Fred  and Gerry, et al.  argued as typically associated with organization’s long-term directions, advantages of competitions, strategic fit with the business environment (both internal and external), organization’s resources, values and expectations. More so, considering that human resources management (HR); HR strategy and its practiical application, which encompasses diversity and inclusion policies needs to align with the company’s goals and strategy, it only make sense to review human resource strategy in alignment with the company’s long term goal which might be affected with global dynamics.  
While the importance of strategic direction has been established (Contractor et al., 2003), Arch, et al.,  opined that it should be a continuous program so as to review constant happenstances that could make or mar companies. Citing the popular ‘Yahoo Peanut Butter Manifesto’ to buttress this latter need, Gerry et al., (2008) however looked at corporate strategy management in three ways; one is reviewing the strategic position and analysing the current situation; second is looking at strategic choices and charting the best way forward having understood the present situation; and thirdly, drafting the practical implementation. 

[bookmark: _Toc534667876][bookmark: _Toc534681855]2.3.1 AETNA’S CURRENT SITUATION AND ANALYSIS OF THE STRATEGIC POSITION
Understanding the present situation of Aetna as with the environment it operates in will allow one to predict what might affect the company in the future direction and cater for it in the context of HR strategies in general and diversity policies in specificity. While Gerry, et al.  argued that this involves identifying with the environment, capabilities in the companies strategies, stakeholder’s expectations and culture, I am of the opinion the environmental analysis would provide a huge clue into the important pointers for future direction. Stancey  argued that this can either be internal or external. The internal activities are those that are internal to the company, Aetna, which includes the likes of the vision, mission and corporate values. SWOT analysis is mostly used in looking at the future prospects while leveraging the on the strengths as well as the potential threats while looking at the company’s weakness.
The Strength (S), Weakness (W), Opportunity (O) and Threat (T) analysis of the company would be summarily looked at and presented in a tabular form after which we would highlight how HR and D&I policies would become handy. This would make policies relevant to Aetna be developed and not just a one style fit all.
[bookmark: _Toc534681870]Table 5: SWOT Analysis of Aetna Inc
	Strengths
1. Strong market positioning – being the third largest publicly traded managed care organization with a market share of 9.9%, it is strongly posited in the America market.
2. Pricing power and economy of scale – because of the size, they can reduce the price and still obtain profitability. Something smaller companies cannot do.
3. Reliable suppliers because they are well diversified.
4. Good customer satisfaction and loyalty.
5. Good brand value and company image.  
	Weaknesses
1. Less diversity in products and policies to cater for lots of new markets especially around 2009.
2. While they have economies of scale, the cost structures are comparatively higher.
3. Low use of technology and online presence especially in the 2008 – 2009 context.
4. Over dependence on the US market which narrows their target markets.

	Opportunities
1. Expansion with merger and acquisitions. In 2018, it was eventually acquired by CVS Health to make it the largest health provide in the world.
2. Ability to expand to other states of the United States of America. 
3. Ability to expand to new markets with new products and services.
	Threats
1. Strong competition considering the market is open to continuous innovation.
2. Government intervention.
3. Changing demographics and customer needs.


SOURCE: Own analysis.

Of the four segments of the SWOT analysis, the strengths and weaknesses are truly regarded as internal factors while the opportunity and threats are somewhat external to the company. The factors that are completely external are usually analysed with PESTLE and Porter’s five forces for a better understanding of the situation. The Political, Economic, Social, Technological, Legal and Environmental (PESTLE) analysis or any of its modern-day variants; STEEPLE, PESLIED, SLEPT, is regarded as a macro-external environmental analysis tool while the Porter’s five forces tool is regarded as the micro-external environmental analysis tool (Gerry, et al., 2008; Stancey, 2007). The latter tool is the industry analysis tool. Both PESTLE and Porter’s five forces analyses are found below thus:


[bookmark: _Toc534681871]Table 6: PESTLE Analysis of Aetna Inc
	PESTLE ANALYSIS
(A Macro-External Environmental Analysis Tool)

	Political Factors
	1. Level of political stability in recent years. With successive governments not coming from the same party and successor trying to reform predecessor’s work especially in the health sector. The sector is becoming more and more volatile.
2. The laws being enacted and enforced based on the aforementioned point in number 1.
3.  The constant trade barriers being enacted by the governments might affect and harm people from those countries. In recent times, barriers have been enacted on trade with China. This might affect potential partnership with that country as with the customers who have roots in China because of the uncertainty.
4. Others include high level of taxation, setting of minimum wage by the government and protection of intellectual property across international borders among others.

	Economic Factors
	1. While the present day GDP growth in the country is good, the 2008-2009 wasn’t so good. It just left a global recession and as such affected by it.
2. Unemployment level. Again, unemployment seems good now but this was not the case then as many people were laid off during that period as companies went lean on resources and operations.
3. Others are the exchange rate, the financial markets which is poor and interest rate among others.

	Social Factors
	1. Perhaps the most important here is the changing demographics. The US Census Board projected that the minorities would become the majority by 2045. There is a huge implication for these changing demographics. 
2. Class distribution is very apparent in the United States, the primary market for Aetna. With this changing demographics, this is even more important and would be explained later.

	Technological Factors
	1. Technological developments and disruption that can be made by competitors could be harmful to Aetna. When Amazon and Berkshire announced their investiture into healthcare, all publicly traded health companies lost a lot of value within hours of the announcement. Aetna itself lost 2% under three hours. 
2. Level of technology diffusion in recent time is huge. With the invention of augmented reality and machine learning which is diffusing very fast, helth care might be disrupted in the not-so-long future. 

	Legal Factors
	1. Discrimination laws enacted by the government to allow the state see to social justice.
2. Intellectual property laws as explained in the political factors.
3. Implementing all health and safety laws could be very expensive.
4. Laws to keep some products under reasonable price.

	Environmental Factors
	1. Recent harsh weather conditions and environmental hazards can cause transportation of resources difficult.  


      SOURCE: Own analysis.

[bookmark: _Toc534681872]Table 7: Porter's Five Forces Analysis iof Aetna
	PORTER’S FIVE FORCES ANALYSIS
(A Micro-External Environmental Analysis Tool – Industry Review)

	FORCE
	RATE
	NOTE

	Threat of New Entrants

	High
	Threats through new entrants is huge. Any entrant can enter and brings about innovation using new technologies. 

	Bargaining Power of Suppliers
	Low
	The threat of supplier in the insurance industry is quite low. Besides, Aetna has diversified its supplier base making it even better with their supplier divert programs 

	Bargaining Power of Buyers
	Average
	Usually, the individual buyers do not have much power to influence things. The corporate clients who are usually large and sold premiums are more primed for this.

	Threats of Substitute Products

	High
	This is very high in the insurance sector. In present day when technology diffusion is almost at its best, the threat of substitute product is very huge. A pointer to this is the money wiped off the share values of health companies when Amazon announced its intention to delved in the healthcare industry. 

	Rivalry

	Average - High
	While it is generally believed that existing companies are protected by a good number of barriers for new companies because of the government regulations, technological advancement is something that could erode those limitations without necessarily breaking them. More importantly, a lot of strategists have argued that big tech companies are delving towards healthcare with several products (both hardwares and softwares) built to test the waters.  


SOURCE: Own analysis.

[bookmark: _Toc534667877][bookmark: _Toc534681856]2.3.2 AETNA’S STRATEGIC CHOICES AND PRACTICAL IMPLEMENTATION
Having understood the contemporary issues relating to Aetna; internal, macro and micro-external factors, it is only right to look at the potential courses the company would take and how HR strategy could help. But because this serves as recommendations based on the findings from the previous analysis, this will be detailed in the recommendation section. 

[bookmark: _wi9va8jfqabu][bookmark: _Toc534626213][bookmark: _Toc534667878][bookmark: _Toc534681857]SECTION THREE: RECOMMENDATION
In a recent study of over 1,000 companies covering 12 countries including the United States, diversity – most especially, in gender and ethnicity – was found to be positively correlated with profitability (Earnings Before Interest and Tax - EBIT) as well as long-term economic profits . While a more nuanced analysis of diversity as it relates to Aetna can be found in section two above, this report, which is based on empirical research, made some vital submissions below thus:
· There is a statistically significant relationship between a more diverse leadership team and profitability. Though correlation does not equal to causation, it nevertheless highlights the importance of diversity and inclusion. 
· Gender diversity: That top quartile companies in terms of gender diversity in their executive teams are 27% more likely to have better value creation and profitability.
· Ethnicity/ racial diversity: Companies in the top quartile in terms of ethnic and racial diversity in their executive teams are 33% more likely to have industry-leading profitability while those with the same percentage in their board of director are 43% more likely to have profits. 
· Cost of not doing gender and ethnicity diversity: Companies in the bottom quartile are also more likely to lag behind with at least 29% in EBIT profitability drop.  

Over the years, the impetus for diversity and inclusion (DI) has moved from a vehicle for social justice to fulfilling legal requirements and now a tool for competitive advantage (Backes-Gellner & Veen, 2013; Barta et al., 2012; Boxall & Purcell, 2011; Contractor et al., 2003; Hunt et al., 2018; Sharma, 2016). Considering the growing needs of the ever dynamic customer bases and its changing landscape, it is only sane that companies like Aetna stay at the fore-front. That the demographics of Aetna’s Total Addressable Market (TAM), the America people, are changing is well documented. By 2045, the US Census Bureau projected that the major ethnic group, non-Hispanic white, would be in the minority and the present minorities would be in the majority . The implication is that enough emphasis has to be placed on catering for this diverse base to be relevant in the not-so-long future. This and others, which were learnt by strategically analysing Aetna, its market and industry, are detailed below thus:

Lessons from Strategic Analysis and How Diversity and Inclusion (D&I) could Help.
1. As said above, the changing demographics of the United States of America (USA) should be a major import for diversification plans, market penetration and product development. That the minority group would soon eclipse the majority ethnic group and becomes ‘minority majority’ while the present majority, non-Hispanic whites, would become ‘majority minority’ means strategy should change. While building companies’ strategies, one of the strategic tools that are highly adopted to decide companies’ next move is the Ansoff Growth Matrix which is depicted in the table below thus:

[bookmark: _Toc534681873]Table 9: Ansoff Growth Matrix
	                                                         PRODUCTS

	MARKETS
	
	Existing Product 
	New Product

	
	Existing Market
	
Market Penetration
Increase sales to the existing market.
Penetrate more deeply into the existing market.
	
Product Development
New product developed for existing markets.

	
	New Market
	

Market Development
Existing products sold to new markets

	

Diversification
New products sold in new markets.




With new markets being formed and a potential new product (diversification, what we call a  new product in a new market), it is only safe to suggest that Aetna should not only continue with her diversity policy but should entrench it more in such a way it will help the company to understand those (new) markets. 
2. More so, while analysing the company’s products, it was noted that Aetna has a good share in the high growth market, premium market built for non-Hispanic whites with good socio-economic situations, since time immemorial. Because of the changing demographics again, it is absolutely important that Aetna diversify into new markets and build new products which will cater for this present-day minority who will become majority by 2045. This is absolutely important as not doing this might make the company fade into oblivion faster than imagined. While using BCG’s matrix (an image of this can be found in Appendix 3), this kind of product is called ‘star’ and will most probably move into a ‘cash cow’ by 2045. Diversity and inclusion should be very handy in understanding the needs of this growing population. 

3. Health Insurance Market is volatile and highly susceptible to disruption: In January, 2018, Quartz reported that Amazon’s announcement into health care industry erased over $30 billion from the biggest health care companies in the United States  just two hours after the announcement. This is depicted in the figure below thus:

[bookmark: _Toc534681874]Table 8: US Healthcare Company Shares of January 30, 2018
[image: ]
SOURCE: Preeti   

Aetna who also posted her earnings few hours before this announcement had its share dropped by over 2%. More so, America’s healthcare is believed to be one of the most complexes , expensive and least productive in the world. As such successive governments are towing with policies to change it. This is why it is good to diversify and have good brand image in the mind of the users. Diversity and inclusion policies as explained in two (2) above can help here too.  

Having justified the reason why diversity should be continued, would Aetna be good when a high number of women and other ethnically diverse people join the company and, as such, make it more diverse? I’ll say no. Like Milliken and Martins (1994, cited in Ogaga-Oghene & Ehimare 2011 pg. 94) rightly posited, diversity is a double-edged sword with contrasting implications. While it a powerful tool to see to competitive consolidation at Aetna, not managing diversity very well would leave even Aetna worse off. So how can we manage diversity in such a way that it will create an avenue to win the war for talent, improve the quality of decision making, improve innovation and customer insights, increase employee satisfaction, and increase employee global image among others. This provides the basis for answering the ‘how’ question having moved away from the ‘why’ question.    
There are many suggestions as to the D&I policies that can be implemented. I, however, strongly believe that D&I policies need to be unique to each establishment and as such would need to look at the company’s intricacies to craft a workable improvement on the present one. More importantly, I found these four guidelines very pivotal to building a better D&I strategy and as such would greatly recommend it.
[bookmark: _Toc534681865]Figure 1: Imperative for Building D&I Strategy
.  
SOURCE: Hunt et al. (2018)

Besides letting the above provide a basis for your D&I strategy, I will strongly recommend playing a two-pronged approach to your diversity management. These are the internal diversity management and external diversity management with the intention of increasing the image of the company as one which is truly diversified. 
The Internal Diversity Management
Some of the action plans that could be adopted include:
1. Constantly show the beauty of diversity among the employees. This might include diversity campaigns, programs, jingles and fun games among others. This would bring about harmony.
2. Constantly review all members of staff’s opinion on diversity and diversity initiatives and ask them how this could be improved. Make them loved and be open to recommendations.
3. Provide equal opportunity for all staff irrespective of their differences. Let promotions be open and let the criteria for promotions be known to all staff beforehand.
4. Keep a tab on the diversity initiatives and statistics.
5. Celebrate uniqueness in all diversity dimensions – gender, age and ethnicity among others.
6. Allow for mentoring and growth.  

The External Diversity Management
Some of the action plan I would recommend here is
1. Mention diversity in all job advertisement and make everyone feel welcome.
2. Show diversity to the business environs and become actively involved in diversity networks especially in the local market. This would create a good diversity image (which will constitute a good brand image among minorities in the long run).  
[bookmark: _Toc534626214][bookmark: _Toc534667879][bookmark: _Toc534681858]SECTION FOUR: SUMMARY AND CONCLUSION
Having reviewed the cost-benefit analysis of diversity policies of Aetna and understood the industry, it is my firm believe that diversity is good for the company and should be continued. With empirical studies particularly showing greater impact of ethnic or racial diversity in the United States, I would recommend that this should be sticked to. 
Crafting an effective diversity and inclusion (D&I) strategy is no small effort; it requires dedicated and sincere efforts. But what is more tasking is following through the drafted guidelines. 
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Population by Race and Ethnicity: Projections 2030 to 2060

‘The non-Hispanic White population is projected to shrink by 19 million people by 2060.
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(Percent of total population)

m2012 W 2060
78

White Black AIAN Asian NHPI Two or Non-Hispanic Hispanic
alone alone alone alone alone  MoreRaces White Alone (of any race)

AlAN=American Indian and Alaska Native; NHPI=Native Hawaiian and Other Pacific Islander

United States

Census

e Bt

U.S. Department of Commerce
Economics and Staiics Adminizration





image9.png
aetna




