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I. Organizational Profile & History  

CVS Health, often shortened to CVS, is a massive corporation in the Drugstore Chain 

industry, centering its products and services primarily around health care. CVS operates through 

pharmacy services, retail, health care benefits, and corporate. Store locations sell prescription 

drugs and general goods, defining the pharmacy services and retail segments. The health care 

benefits segment entails health insurance products and services, including but not limited to the 

following: medical, behavioral health, pharmacy, and dental. Corporate, the final segment, 

provides administrative and management services. The company is headquartered in 

Woonsocket, Road Island. (“CVS Health Corp.,” CNN Business, n.d).  It currently has 

approximately 290,000 employees, almost 10,000 locations, and a market cap of roughly $92.3 

billion. They boast approximately 26,000 shareholders as of February 2021 and net revenue of 

approximately $268 billion (“Mergent CVS Profile,” n.d.), putting them at #5 on Forbe’s Fortune 

500 list as of February 1st, 2021 (“Fortune 500, Feb. 1st, 2021). 

The company was founded in Lowell, Massachusetts, by Stanley and Sidney Goldstein, 

brothers and business partner Ralph Hoagland. The first store featured beauty and healthcare 

products and was named CVS as a shorthand for “Consumer Value Stores.” In just a year, the 

original logo was developed, and the chain grew to seventeen stores. The first Consumer Value 

Store to contain a pharmacy was created in 1967. Over the years, the company continued to 

expand its medical segment with new products, services, and developments. The company has 
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since picked up CareMark and MinuteClinic and holds the most locations for a United States 

pharmacy chain, plus twenty-two locations in Puerto Rico. (“Our History,” n.d, “Cities with CVS 

Pharmacy Stores in Puerto Rico,” n.d.). 

In March 2011, Larry Merlo succeeded Tom Ryan as President and CEO. While CVS has 

focused primarily on pharmacy services, retail, and health care benefits products and services 

throughout its history, the recent changes in management and the international economy have led 

to numerous changes. The current transformation program and innovation initiatives created 

under this new management have led to an expanded healthcare industry presence. The company 

plans to further expand into offering new products and services, such as the home hemodialysis 

device currently under development. 

Since Merlo’s ownership, the company name was changed from CVS Caremark to CVS 

Health to reflect its healthcare commitment. Numerous restrictions and removals were made to 

reflect that further. Some of these changes include removing tobacco products, a social initiative 

to create the first tobacco-free generation, and similar initiatives to reduce the opioid epidemic 

and fight against the high cost of drugs. 

Numerous acquisitions have also been made under Merlo. In 2014, CVS purchased 

Coram, a nutrition unit of Apria Healthcare Group Inc, and the Navarro Discount Pharmacy U.S. 

drugstore chain. In 2015, CVS completed Omnicare’s acquisition, the leading pharmacy services 

provider for long-term care facilities, as well as more than 1,600 Target pharmacies and clinics. 

In 2018, the company completed Aetna’s acquisition, a U.S. health care company focused on 

insurance (“Our History,”). 
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Since this point, the company has been expanding rapidly by creating new products and 

partnerships and further developing its segments. The most recent changes have revolved around 

the coronavirus pandemic. CVS has partnered with hospitals, agencies, and nonprofits, donated 

money, created relief programs (such as the February 2021 partnership with Lyft and other 

nonprofits supporting fair access to the vaccine), and altered or added to products and services to 

make them more accessible, (“Company Profile CVS Health Corporation,” Feb. 11, 2021). 

II. Organizational Mission, Vision, and Goals 

a. Mission Analysis 

“Helping people on their path to better health.” 

CVS’s mission statement does a decent job of briefly explaining what industry the 

company is in and creates a caring, customer-valuing appeal. However, ‘people’ could be 

replaced with ‘our customers’ to make it clear the statement is for a retail/pharmacy chain and 

not for a non-profit. The phrase ‘better health’ is also rather vague when considering the different 

subsets of the healthcare industry; it is not too bad, though, since CVS is trying to cover more 

than one area of healthcare.  

There are various components of a mission statement that CVS has missed, including 

who the customers are, what the services are, what market the company is in, commitment to 

growth, competitive advantage, and concern for employees. This is likely in an attempt to keep 

the statement short for aesthetic purposes. While the minimalist information sounds nice, it does 

nothing to capture an investor, customer, or employee’s attention. Every mission statement 

should give a good impression of the company, and CVS’s information, unfortunately, falls flat.  
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b. Vision Analysis 

“Creating unmatched human connections to transform the health care experience.” 

There is not much of a vision in this vision statement. It answers what CVS wants to 

become- an unmatched health care innovator- but the message is worded like they are already 

meeting their vision. If they have completed their current vision statement, they should update it. 

No company should ever finish reaching their vision-- unless looking at the end of their life 

expectancy. CVS is a growing company, and as such, should have growing ideals. They should 

also be more concise, for instance, to reduce the average cost of health care for customers by __ 

percent. Whatever that goal should be a far stretch, it remains relevant and provides an optimistic 

opportunity for its growth.  

c. Goal Analysis 

● Growing and differentiating our businesses 

● Delivering transformational products and services 

● Creating a consumer-centric technology infrastructure 

● Modernizing Enterprize functions and capabilities.  

(“2019 Annual Report,” n.d.) 

CVS lists the above four goals in their 2019 annual report. Like with their vision 

statement, they record the present-tense goals, making it sound like just business functions and 

not company goals. They are also somewhat vague and unmeasurable. Despite the lack of 

measure, all four goals relate to the financial bottom line. Each goal’s success would impact 

costs, revenue, or both, thus affecting overall income.  
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CVS is taking steps towards these goals, though the lack of measurability makes it hard 

to determine how far they have come and how far they need to go.  

III. External Environmental Analysis 

a. External Factor Evaluation (EFE) Matrix 

 

Opportunity Factors    Weight  Rating  Score 

Growing healthcare market .04 3 .12 

Increased Digitization- Pharmacy .1 4 .4 

Increased Digitization- Retail .05 2 .1 

Consumers need better prices .07 4 .28 

Member programs increase loyalty .1 3 .3 

Increased importance of CSR .06 4 .24 

Acquisitions help innovate and expand .1 4 .4 

Risk / Threat Factors     

Industry Regulations .09 3 .27 

Constant Policy Changes .05 3 .15 

Highly Competitive Industries .08 4 .32 



Heerd 8 

 

Decreased Physical Store Presence .06 2 .12 

Insecure Technology .13 3 .39 

Job market .07 3 .21 

Total:  1  3.3 

b. Macro Analysis 

CVS faces numerous external risks revolving around the following climates: Political, 

economic, sociocultural, technological, ecological, legal, and international. Ecological, legal, and 

international factors are tied in with the other external environmental factors and are thus paired 

together.  

i. Political 

While the current Covid-19 pandemic is not political itself, political parties have shown a 

division of beliefs about procedures and enforcement. Different locations across the country have 

different policies and face other challenges, such as customers not checking their temperatures 

and mask regulations not being as heavily enforced.  

On the other side, more regulated states have to spend more money on pandemic 

equipment such as masks, sanitizers, cleaning supplies, and temperature checks. Many places 

have also had to decrease their maximum occupancy, rapidly reducing the number of consumers.  

The change in the presidency can also severely impact companies due to different laws 

being set into motion. Joe Biden’s administration has created a detailed economic plan with 

elements affecting various companies.  
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● Provide health insurance coverage for 97% of Americans in 10 years. 

● Taxing capital gains at ordinary rates 

● Raising the corporate tax rate from 21% to 28%. 

● Make college accessible for those making up to $125,000. 

● Raise the minimum wage to $15 an hour and repeal "right to work" laws. 

● Expand "Buy American" policies through government purchasing while using 

subsidies, federal matching, and incentives to make American products more 

competitive. 

(“Joe Biden’s economic plan,” Jan. 29, 2021). 

The economic plans listed above are either sure to affect CVS or capable of doing so. An 

increase in health coverage would allow more people to afford the health care services offered by 

CVS. 

Taxing the most significant capital gains may not have a severe effect on CVS, but it 

could change current and prospective stockholders’ decisions. Since capital gains are currently 

taxed at a lower rate than ordinary, this could harm CVS stocks. An increase in the corporate tax 

rate would mean an immediate tax increase on all of the company’s income, another potential 

negative outcome for CVS to consider.  

Making college accessible for incomes under $125,000 provides better educational 

opportunities to lower-income families. Whether this is positive or negative is at the hands of 

CVS’s current needs and direction.  Expanding the retail segment and lower positions would 

create a desire for a less-educated population. A focus on the company’s other segments would 

benefit from a more educated workforce. Due to income statistics, this change could also 
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increase employee diversity, a huge factor in the company’s CSR report. (“Corporate Social 

Responsibility Reports,” n.d.).  

Whether a rise in the minimum wage is good or bad for a company has been long 

debated, but supporting the change would help prove CVS’s dedication to the people it serves. 

Such a change will also have numerous impacts on the company beyond income, such as worker 

competence, turnover rates, employee satisfaction, employee efficiency, etc. (“The $15 

minimum wage debate, explained,” Feb. 26, 2021).  

The Affordable Care Act (ACA) made changes to reimbursement rates, negatively 

affecting CVS’s received reimbursements for pharmaceutical consumers with Medicaid. Each 

shift in presidential or general opinions of powerful politicians on the federal or state level could 

severely impact any aspect of healthcare, putting CVS’s healthcare segment under a constant 

state of unpredictability. (“CVS Form 10-K”, Feb. 28, 2019) 

While CVS itself operates almost entirely within the United States, most of its products 

and merchandise (including drugs) are made by suppliers. Their suppliers are independent firms, 

a lot of which handle manufacturing outside of the United States, that can be affected by 

international politics, such as changes in trade or business policies, increased tariffs or 

regulations on the U.S. Any such changes could increase costs for CVS. (“2019 Annual Report,” 

n.d.) 

ii. Economic 

The Covid-19 pandemic has dramatically impacted the national economy, to the point 

that disclosure had to be included in the labor turnover survey. The last report from December 
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2020 states that the number of job openings in the general economy remained about the same, 

while the number of hires decreased by 396,000. The hire rate for the general economy declined 

by 3.9 percent. Throughout the entire year, there has been a net employment loss of 5.5 million.  

(“Job openings and Labor Turnover Survey,” Feb. 09, 2021). 

There are more specific effects on the economy based on region and industry. For CVS, 

the most important to consider are the following. 

Retail: 14,000 fewer job openings, 46,000 more hires, and 32,000 fewer separations over 

the past year; 311,000 job openings, 277,000 hires, and 201,000 separations in total in 

December.  

Healthcare and social assistance: 68,000 more job openings, 6,000 more hires, and 

25,000 fewer separations over the past year; 1.165 million job openings, 625,000 hires, and 

568,000 separations in total in December. 

(“Job openings and Labor Turnover Survey,” Feb. 09, 2021). 

Note that while a decrease in separations is typically positive, this is not when there are 

more job openings than hires. In this instance, the reduction in separations is likely due to an 

inability to replace employees during the pandemic. With CVS’s focus on healthcare, customers, 

and privacy, the failure to replace bad workers can be a huge detriment and risk.  

Recent economic uncertainty makes consumers less likely to take up various offers like 

the Health Care Benefits membership, and the changing conditions could cause fluctuations in 

interest rates. (“CVS Form 10-K,” Feb. 28, 2019) 

iii.  Sociocultural 
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While many sociocultural factors do not have a heavy impact on CVS’s specific industry, 

there are a few changes in recent years worth considering. With the increasing global reliance on 

technology and in most industries, CVS will have to develop its technological advancement 

further to stay ahead of or even keep up with industry competitors.  

One of the most significant issues for any company in the healthcare industry is public 

image. A negative public image of the company, industry, prominent vendors, brokers, or 

distribution networks could negatively impact costs, operations, and stock prices through the 

following means: 

● Brand and reputation 

● Ability to market and sell products/services 

● Ability to retain existing customers/members  

● Requiring change to products/services 

● Reducing/restricting compensation receivable for products/services 

● Increasing/changing regulatory and legislative requirements  (“CVS Form 10-K,” 

Feb. 28, 2019) 

iv.  Technological 

Of issues relating to public image, the most considerable risk is trust in how the company 

handles consumers’ sensitive information. Keeping this image positive relies upon maintaining 

information technology systems that are up to date and secure- preventing attacks, damage, loss, 

etc., from vendors, third parties, and business associates. Any failure to protect consumer 

information is mandatory to disclose to the media, destroying the public image and potentially 

affecting the aspects discussed above. It could also lead to litigation, government investigations, 
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and enforcement proceedings. (“CVS Form 10-K,” Feb. 28, 2019) 

The current pandemic has also severely impacted how companies rely on and handle 

technology. The need to maintain revenue while customers can not leave the house and stores 

under max occupancy has required corporations to implement new technologies. To adapt, 

companies have created pick-up and carry-out procedures, implemented safety technology such 

as temperature readers, and moved large portions of their sales online. Companies were much 

faster to change than expected, accomplishing what would previously have been predicted to 

take a year in an average of eleven days. The most predicted reason for this drastic change is that 

technological advancement simply was not a top priority. However, other concerns voiced 

include the following: fear of customer resistance; the differences are too big a shock from 

established procedures; IT infrastructure was insufficient; or independent divisions that do not or 

can not share information impeding such changes (“How COVID-19 has pushed companies over 

the technology tipping point,” Oct. 5, 2020).  

There are also numerous other external risks to technology and information storage; 

Information systems are at constant risk of damage from power outages, facility damage, 

technical failures, viruses, and catastrophic events. CVS cannot assure consumers and investors 

that information technology will be secure for all of these reasons. (“2019 Annual Report,” n.d.). 

a. Micro/Industry Factors 

Keeping information secure among business associates is currently a huge issue within 

the healthcare industry. A significant component of information technology systems and security 

within the company is a reliance on employees. The current ratio of job openings to hires has 

been discussed as an economic risk. However, the inability to replace bad workers also holds a 
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stake within the company; Sensitive consumer information is handled even in entry-level 

positions. Moreover, the current inability to replace employees means that even workers who 

threaten information security may not be easily replaceable and thus kept as a liability.  

The risk of change and resistance to change has a heavier impact on CVS for several 

reasons. The healthcare and pharmaceutical industries are highly competitive, requiring constant 

innovation. The expansion to areas outside of CVS’s organizational history subjects the 

corporation to risks beyond what was previously expected and vastly increases exposure to pre-

existing risks. Expansions can not be halted or slowed down if the company keeps up with the 

competitive industry. Falling behind even a little could encourage contractors to go elsewhere 

and immediately deepen the gap. (“2019 Annual Report,” n.d.). 

Even before the recent pandemic, finding and maintaining qualified, experienced 

employees have been a big issue. In such a competitive industry, finding such employees 

requires competitive salaries and benefits. For this reason, wages and benefits may increase at 

any point. Otherwise, business operations would severely decrease. The importance of suitable 

employees for a consumer-facing business that prioritizes brand cannot be underestimated. Thus 

these costs will always be taken should industry averages rise (“CVS Form 10-K”, Feb. 28, 

2019). 

Public image is also an industry issue. Suppose a competitor such as Walgreen’s faces 

public scrutiny for mishandling sensitive consumer information. In that case, it will put CVS at 

an advantage over Walgreens, but it will give the entire pharmaceutical industry a bad image. 

Attempts to increase public image for CVS or the industry as a whole, however, can harm profits 

for everyone. The initiative to decrease healthcare costs for consumers, while beneficial to the 

public image, could significantly lower revenue.  
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 One issue that becomes a more significant threat by the day is new competitors. The 

industry may already be highly competitive, but more and more corporations are entering the 

healthcare market. Many of these new competitors are pre-established companies expanding into 

new sectors. (“CVS Form 10-K”, Feb. 28, 2019). 

b. Competitive Analysis 

Top Competitors, Healthcare/Pharmaceutical 

● Aetna Inc 

● CIGNA Corporation 

● Express Scripts Holding Co 

● Humana Inc 

● MedImpact Healthcare Systems Inc 

● PharMerica Corp 

(“Company Profile CVS Health Corporation,” Feb. 11, 2021)  

CVS’s biggest competitors in the pharmacy segment are Aetna, CIGNA, Express Scripts, 

and some other less notable competitors. However, CVS could acquire Aetna, removing their top 

competitor and giving them a further advantage over other competitors in the pharmacy industry. 

Because CVS is one of the few with focuses beyond pharmacy, they also have additional income 

and economies of scale to consider.  

Besides its size, CVS differentiates itself from these competitors by providing other 

segments alongside their pharmaceutical and healthcare services. To differentiate themselves just 

within this sector, CVS focuses on Corporate Social Responsibility and a positive brand image to 
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set them apart. In doing so, they boast cost leadership over other companies that are portrayed as 

more affordable healthcare.  

Top Competitors, Retail/Pharmaceutical 

● Walgreen’s 

● RiteAid 

(“CVS Health Corporation,” n.d.) 

Top Competitors Overall 

● Cardinal Health, Inc.  

● Walgreens Boots Alliance Inc  

● Albertsons Companies Inc 

● Rite Aid Corp  

● Ingles Markets Inc  

● Covetrus Inc  

● Village Super Market, Inc. 

● Pamida Inc. (DE) 

(“Mergent CVS Profile,” n.d.) 

Because CVS’s primary sectors are healthcare and retail, competition lies within both 

sectors. Despite this, the company is not in direct competition with any primarily retail 

industries. Instead, CVS’s primary competitors are companies with similar strategies of 

combining pharmaceutical and retail segments. Those competitors are Walgreens and RiteAid, 
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both of which have identical strategies, market segments, products, etc. Walgreen’s is their most 

significant competitor primarily because of its similarities to CVS, leaving both companies 

lacking differentiation.  

CVS manages to maintain an advantage over these two competitors by their ability to 

generate cash flow, being approximately 2% higher than Walgreen’s and making acquisitions 

and merges significantly easier. With innovation and market share being so important, even a 

small number is a considerable advantage, as shown with the purchase of Aetna, previously one 

of the largest pharmaceutical competitors (“The Importance of Innovation in Business,” Apr. 6, 

2021). 

CPM Matrix- Table 2 

c. External Factor Evaluation (EFE) Matrix 

 Weight CVS Walgreens RiteAid 

Critical Success 

Factors 

  Rating 

Score 

Rating 

Score 

Rating Score 

Advertising .1 3           .03 4          .04 2          .2 



Heerd 18 

 

Company Image .09 3           .27 3          .27   2          .18 

Customer Service .13 4           .52 3          .39 2          .26 

Information Systems .22 3           .66 3          .66 3          .66 

Financial Profit .23 4           .92 4          .92 2          .46 

Market Share .23 4          .92 3          .69 3          .69 

Total 1 3.32  2.97  2.45 

Financial profit is significant for CVS with the direction it has been headed in because 

they need to use excess revenue to put into analyses and other innovative measures. Without 

financial profit, CVS would not have been able to afford the recent acquisitions and improve 

their information systems and other essential aspects. Not only can profits be used for 

innovation, but they also help show what has been successful and what has not been through 

simple and quantifiable means.  

CVS’s large market share is what keeps them ahead of its competitors. If they ever fell 

behind in innovation and lost their market share to Walgreen’s or RiteAid, they would lose one 
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of their primary methods for financing all of the changes they have been pushing to put the 

company ahead. Even a temporary fall could prove significantly damaging in the long run.  

Financial profit is needed to improve information systems because information systems 

are so important. With the pharmaceutical and healthcare segments containing so much sensitive 

information, the importance of quality consumer information systems can not be stressed 

enough. Inadequate systems can result in loss of data, misuse, exploitation, lawsuits, and 

worsened public image. As such, it is crucial at all times to keep these systems secure and 

sustainable. The only other notable weakness is company image. This also primarily stems from 

issues with information systems.  

CVS makes little to no effort to reduce retail costs because their retail profits are based on 

convenience and are not a key factor, as determined by a value chain analysis. Instead, they 

would focus on maintaining a competitive cost advantage in their pharmacy and healthcare 

sectors. 
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IV. Internal Environmental Analysis 

a. Internal Factor Evaluation (IFE) Matrix 

 



Heerd 21 

 

Internal Factors Weight Rating Score 

Pharmacy Accessibility .2 4 .8 

Healthcare Services  .2 4 .8 

Savings Incentives  .03 3 .09 

Charity Contributions .01 3 .03 

Passport Services .02 3 .06 

Photo Services .01 3 .03 

Customer Service- Retail .05 2 .1 

Retail Operations .01 2 .02 

Tech Illiteracy .2 1 .2 

International Presence .2 1 .2 

Lawsuits .02 2 .04 

Customer Service- Pharmacy .05 2 .04 

Total 1  2.41 
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The most critical factors for CVS are their pharmacy patient profiling, customer 

amenities, and savings incentives.  

Pharmacy customer service is essential considering how much CVS focuses on the 

pharmaceutical sector and how acute medicine and pharmaceutical matters are. CVS has had one 

issue with what consumers think to be ‘profiling’ based on perceived pain. For instance, CVS 

may refuse to fill a prescription of pain medicine they consider too high for a patient with only 

minor back pain. While such measures are intended for the better of the customer, they can also 

create a perception of poor customer service. As such, finding a middle ground has been 

challenging and may continue to be an issue for years to come. 

Although not entirely as crucial as the pharmacy’s customer service, the retail section of 

CVS stores are nearly always at the front. This makes it the first and last impressions customers 

see when entering and leaving the store and creates a sense of loyalty outside of just 

prescriptions.  

While savings incentives do not seem as important at first glance, they help CVS’s cost 

leadership strategy while encouraging more loyal customers. Saving incentives encourage people 

to make accounts with the company and come in more often for better prices and more savings, 

increasing perceptions of customer service and helps their brand image as a whole.  

b. Corporate Level Strategy 

CVS takes on two corporate-level strategies: Intensive and Integration. 

 Aspects of the company’s intensive strategy include its market penetration and product 

development. Market penetration is maintained primarily through the company’s cost leadership 
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strategy; CVS’s products and services have next to no differentiation from competitors like 

Walgreens and Riteaid. Maintaining a cost leadership advantage for healthcare also meets their 

mission, vision, and goals that detail affordable quality healthcare. Their goal is to create and 

improve healthcare models that are available regionally, are easier to use, are cost-effective, and 

are best for customers (“Corporate Strategy,” Apr. 14th, 2021). The company’s three strategic 

assertions are as follows: 

● Be local 

● Make healthcare simple 

● Improve health to support its four Enterprise priorities 

○ Growing and differentiating businesses 

○ Delivering transformational products and services 

○ Creating consumer-focused technology infrastructure 

○ Developing enterprise functions and capabilities.  

 (“Corporate Strategy,” Apr. 14th, 2021). 

 The real difference comes from the price, bringing in new customers that already existed 

within the market. Their strategy towards product development is shown through recent 

innovations such as curbside pickup, and making more business functions, like prescriptions, 

available online and through the app. Another more recent example is the creation of Covid-19 

testing sites. 

CVS also uses vertical and horizontal integration. As of late, they are expanding their 

business presence, specifically in the pharmaceutical and healthcare sectors. Their primary 

means for achieving this are through acquisitions and partnerships. The company has acquired 
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numerous stores, locations, and pre-existing pharmacies over the years to expand horizontally. 

More recently, the focus has shifted to vertical integration. MinuteClinic, being similar to Urgent 

Care, allows CVS to fill prescriptions and make them as well. Aetna provides healthcare for 

customers to pay for the services.  

c. Business-Level Strategy 

CVS’s business-level strategy is almost entirely a prospector strategy. The company 

focuses on innovation more than defending, watching trends, or maintaining their current place. 

While there is some focus on maintaining what the company already has, the purpose is to use 

those resources towards innovation. CVS ignores its competitors and has frequently been the 

leader in the market for innovative decisions, giving them an advantage when competitors try to 

follow. While this can be risky because of the chance for failure, CVS puts many resources into 

gathering every bit of information and analysis from multiple perspectives to create the most 

well-informed decision.  

CVS has continued to create new programs, systems, products, and services to be more 

efficient, cost-effective, and positive for customers. The company pays special attention to 

matters involving CSR, community needs, or bettering their brand image. Considering the 

importance of consumer trust, it is a smart strategy with both short-term and long-term benefits.  

Although already mentioned in the corporate level strategy, cost leadership is also CVS's 

business-level competitive strategy. They offer about the same services as companies like 

Walgreen's, but because of all of their acquisitions that increased market share and economies of 

scale, they maintain lower prices. 
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d. Functional Level Strategies 

i. Horizontal Analysis 

The most notable increases and decreases in the horizontal analysis are the following: 

● Policyholders’ funds (an increase of 42.76% from 2019 to 2020) 

● Goodwill (decrease of .25% from 2019 to 2020) 

● Intangible assets, net (decrease of 5.98% from 2019 to 2020) 

● Long-term debt (reduction of 8.49% from 2019 to 2020) 

 The following sections have been increasing each year from 2016 to 2020: Accounts 

receivable, net; inventories; property and equipment, net; other current assets; total current assets 

and total assets; accounts payable; pharmacy claims and discounts payable; total current 

liabilities and total liabilities; total CVS Health shareholders’ equity and total equity, total 

current liabilities and total liabilities, total liabilities, and shareholders’ equity. No section has 

decreased every year.  

The following sections have shown to be unstable with extreme jumps in increases or 

decreases: cash and cash equivalents; investments; total assets; accrued expenses; current portion 

of long-term debt; other long-term liabilities; accumulated other comprehensive income; non-

controlling interests; total liabilities and shareholders’ equity.  

At first glance, not much sticks out from the horizontal analysis. However, other aspects 

of the company must be considered when evaluating the financial information. The sudden 

changes in assets, expenses, and debts can be tied to the constant acquisitions and changes in 

recent years. All of the changes have also had a substantial impact on shareholders. 
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The decrease in long-term debt may be a good sign for the company, in the long run, 

showing that they are successfully paying off debts without accruing more. However, this could 

also mean that CVS chose to put much money into paying off those debts, which could also 

explain the decrease in intangible assets.  

A decrease in goodwill is not good. This means the value of the companies CVS has 

acquired has fallen below the amount CVS originally paid for them. Considering CVS’s heavy 

focus on acquisitions in the past few years, this could be a bad sign for its future if it continues.  

ii. Vertical Analysis 

 The percentage each aspect of the balance sheet takes up has all changed every year. 

Some changes have been more volatile than others, but most are increases or decreases of less 

than ten percent.  

Goodwill and intangible assets alone take up nearly half of CVS’s total assets, making 

the decrease in goodwill shown in the horizontal analysis all the more concerning. Goodwill 

alone took 34.38% of total assets in 2020 and had been decreasing over the years. While this 

could be a good sign that CVS is no longer relying on it as much as an asset, it could also mean 

that CVS is unwillingly losing this asset over time and needs to find a new way to maintain an 

advantage over competitors and maintain its market presence.  

Long-term debt is the most outstanding liability, taking up 36.77% of total liabilities in 

2020. Looking back at the horizontal analysis and comparing it to previous years, this number 



Heerd 27 

 
has gradually decreased, hopefully as CVS has steadily paid off debts. The sharp decrease in 

long-term debts from 2019 to 2020 is concerning but not yet alarming.  

Common stock and retained earnings take up a significant number of total liabilities and 

shareholders’ equity, and fortunately, these numbers have remained relatively stable over the 

years. Total shareholders’ equity alone took up 30.21% of total liabilities and shareholders’ 

equity in 2020, placing heavy importance on shareholders. While not necessarily bad, 

shareholders must be pleased with company performance, making it volatile to change at any 

given moment. This is only further exacerbated by CVS’s frequent acquisitions, management 

changes, and other enormous decisions in recent years that have a severe impact on stockholder 

opinions and decisions.  

iii. Financial ratio 

Key Ratios Unit/Currency 2020 2019 2018 

Liquidity Ratios -    

Current Ratio Absolute 0.91 0.94 1.03 

Quick Ratio Absolute 0.61 0.62 0.65 

Cash Ratio Absolute 0.18 0.15 0.15 

Leverage Ratios - - - - 

Debt to Equity Ratio - 0.93 1.07 1.26 

Net Debt to Equity Absolute 0.78 0.95 1.15 



Heerd 28 

 

Debt to Capital Ratio - 0.48 0.52 0.56 

Efficiency Ratios -    

Asset Turnover Absolute 1.19 1.23 1.33 

(“Financial Ratios,” Apr. 14th, 2021) 

CVS’s current ratio is just a little under 1, meaning CVS would not be able to pay off all 

its debts with its current liabilities. While being so little under 1 is typically a sign of a decent 

financial state, this number has declined over the years.  

The quick ratio is even lower, indicating a need to obtain more quick assets for better 

financial stability. These numbers could be attributed to the recent acquisitions and expansions, 

considering the necessary investments, but it is a bad look regardless.  

The numbers are overall about as expected for highly competitive and thus somewhat 

unstable industries. While the numbers alone may not look good, it is essential to consider the 

investments CVS has made in growth in recent years. This is almost certain to be a short-term 

occurrence rather than a trend, and the acquisitions and other costly plans made will prove 

beneficial in the long term.  
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iv. Revenue Analysis  

All areas experienced growth throughout the 2020 full year. However, all regions but 

enterprise prescriptions decreased in the final quarter of the year compared to 2019. The 

company report states that this is due to the Covid-19 pandemic. However, this would reflect in 

the comparison since the company already spent a year handling the pandemic. Furthermore, the 

2019 fiscal year experienced decreases compared to the 2018 year, suggesting that the company 

was already struggling with other factors. 

         The company has also reported the following for the 2020 fourth quarter and 2020 year: 

● Pharmacy segment: A decrease of total revenue, an increase in all other aspects for the 

final quarter. Increases in all aspects for the year. 

● Retail segment: An increase in total revenue and prescriptions filled, decreased operating 

income and adjusted operating income for the fourth quarter and the year. 

● Healthcare benefits segment: Increase in total revenue and medical benefit ratio, decrease 

in operating income, and adjusted operating income for the fourth quarter. Increase in all 

but medical benefit ratio for the entire year. 

         CVS experienced overall increases throughout the year, with more decreases in the final 

quarter. This could be attributed to the current Covid-19 pandemic. However, CVS faced this 

issue the entire year. Decreases are primarily in the last quarter. It could be the pandemic’s 

lasting effects, as the company makes waivers for consumers and makes other humanitarian 

efforts. 

Figure 1- Total Revenues 
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 It can also be seen above that the increase in total revenue over the years has declined, 

although total revenues were still increasing. It appears that CVS’s positive trend is coming to an 

end, and the company is stabilizing at best and about to plummet at worse.  

         The stagnant total revenue and decreases are also likely affected by the recent 

acquisitions and changes to the company, further emphasized by the pandemic. CVS has been 

putting much effort into expanding its healthcare and pharmacy segments and facing some losses 

as they find footing in the new market. Analyses should be made, and reports were given of 
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changes directly related to acquisitions and new products or services to show better how they 

affect the company’s revenue. 

However, for now, most companies are attributing significant changes to the pandemic, 

and without heavier analysis, the pandemic’s significance can not be easily debated. It is 

currently difficult to determine what changes are caused by unanalyzed aspects of the pandemic, 

like suppliers and competitors’ revenues, and what changes are caused by CVS’s acquisitions 

and management changes. Only then can the analysis be used to make informed decisions.  

Future Estimates- Table 3 

Rev. Estimate Current Qtr. (Mar 

21) 

Next Qtr. (Jun 21) Current Year (21) Next Year (22) 

Avg. Estimate 68.38B 69.46B 280.05B 291.05B 

Low Estimate 66.89B 67.83B 278.4B 287.2B 

High Estimate 69.93B 71.36B 282.45B 295.87B 

(“CVS Health Corporation Profile,” n.d.) 

Their future estimates compared to the previous revenues show increase stabilize, with 

average estimates being minor increases between quarters and approximately ten billion by the 

following year. Although a large number altogether, this increase is less than four percent. 

Comparing this to over thirty percent revenue increase from 2018 to 2019 and the lowered 

increases over the past few years, it is clear that CVS’s period of exponential growth has come to 
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an end.  

 Considering the financial ratios, this could be very bad, as the current percentage has 

been steadily decreasing while revenue has been steadily stabilizing. If this trend continues, the 

current ratio will continue to plummet.  

e. Marketing Analysis 

i. Placement 

 Despite being a national retailer, CVS tries to keep their stores ‘local’ by having them 

within an accessible distance everywhere. As such, CVS has almost 10,000 stores. 

Approximately 85% of U.S. customers live within five miles of a store location. Of their 

employees, roughly ten percent are retail pharmacists, and nearly thirty percent are pharmacy 

technicians. CVS has twenty distribution centers spread throughout the nation. Each center 

provides products through truck services. Retail and pharmacy shelves are always kept stocked, 

with most locations having large back areas to hold excess product so that the store always has 

more on hand.  

The company has recently made numerous acquisitions that have significantly expanded 

methods of distribution and increased efficiency. The company has been focusing on remodeling 

many of its stores into HealthHubs that provide convenient, affordable, and quality healthcare on 

a local scale. Part of this remodeling will include an increased focus on healthcare services and 

wellness products and services. (“The 8 P’s of the CVS Plan to Win,” Apr. 2nd, 2020). 
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ii. Price 

CVS puts an incredible amount of effort into focusing on cost leadership. With the 

increasing healthcare costs, this has required a lot of innovation and efficiency to be viable. The 

company uses numerous methods to reduce costs, including pricing based on the reported 

effectiveness of a drug. This, however, could be considered exploitative, as it encourages those 

with financial strain to choose less effective treatments. It is recommended that CVS focus less 

on cost leadership and more on quality in the pharmaceutical and healthcare sectors. 

One recent example of quality and cost leadership combined has been handling 

coronavirus hospitalizations and testing through a payment waiver. The company now also has 

numerous vaccine sites free of cost, though this was determined by government legislation. 

These methods have significantly increased the company’s brand image and helped turn the 

pandemic threats into opportunities. This has come at financial costs to the company, but the 

benefit for CVS’s CSR and brand image far outweigh short-term financial costs. (“The 8 P’s of 

the CVS Plan to Win,” Apr. 2nd, 2020). 

iii. Product 

CVS offers products for the pharmaceutical and retail segments. In the pharmaceutical 

segment, the company offers prescriptions, over-the-counter drugs, and other healthcare needs 

such as supplements. In the retail segment, products include the typical expectations of a 

convenience store, such as foods with a longer shelf life, drugstore makeup, and other everyday 

quickly needed items. The pharmaceutical and healthcare segments also offer numerous services, 

such as vaccines, tests, elderly and disabled care services, and evaluations. With the drive to 

increase digital presence, the company has also focused recently on offering prescriptions 
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electronically, delivery, parking lot pickups, and most recently, parking lot covid-19 testing 

(“The 8 P’s of the CVS Plan to Win,” Apr. 2nd, 2020). 

iv. Promotion 

 CVS’s advertising strategies show their cost leadership, quality, and dedication to 

customers and healthcare. They do not spend a lot on advertising overall and focus more on 

creating such great customer and employee loyalty that customers and employees will promote 

the company to others. While this has gone a long way, the company should also focus on 

advertising some of their changes and what they have improved to become the best choice for 

particular pharmacy and healthcare needs so that customers are not brought in through word of 

mouth alone, and so that the company can better track what methods they take are the most 

successful. The advertising CVS makes outside of word-of-mouth consists primarily of their 

weekly deals and social media marketing videos.  

One of these videos, titled “Excuses” (Appendix D: Ⅰ), shows different situations in daily 

life where a family makes excuses about bettering their health. The first is the father telling their 

dog he cannot take it for a run because it is too sunny. Then comes the mother laying down on 

her yoga mat relaxing rather than stretching, telling her daughter they are advanced poses. 

Lastly, the grandfather is eating a large slice of chocolate cake and asks, “What are you looking 

at?” to an arts-and-crafts paper plate with a face made by the child. It then proves how CVS 

shipping and deliveries help make fewer excuses to bettering one’s health by showing the family 

ordering and receiving medicine, supplements, and other health-related products. 

This advertisement shows diversity through a happy mixed-race family, creates warm and 

positive feelings and a funny atmosphere by comedically portraying the excuses we make to 
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avoid caring for our health, and brings light to CVS’ delivery options, a relatively new feature. It 

is a successful promotion for all of these reasons, especially the ability to bring health issues to 

the viewer’s attention without making them feel ashamed and the feeling it gives that these little 

excuses are natural and sometimes okay. The issue is that this commercial was only advertised 

on Facebook, Twitter, and Youtube, limiting the promotion’s reach.  

 All of the videos (Appendix D) feature friends or family and have at least some comedic 

aspects throughout the video. They are also diverse, including different races, religions- 

portrayed through hijabs, crosses, and praying- different sexualities and lifestyles. One that 

stands out is “We Wish” (Appendix D: IV), which shows all the different moments where people 

show care about the health of their loved ones. There are examples like sending a child off to 

school, calling a significant other to check in on them, and more. The advertisement features two 

same-sex couples briefly and brings no particular attention to it, showing diversity and support in 

a way that makes gay and lesbian viewers feel included rather than like they are just being used 

to meet a quota.  

 Two of the advertisements, “Home is Everything” and “One Step Closer” (Appendix D: 

III and VI), talk about the current pandemic. Both continue to show different perspectives of 

friends and family discussing how the pandemic has impacted them. “Home is Everything” 

details just how much is being done at home now and promotes delivery and staying healthy 

while remaining indoors, keeping an overall positive and comfortable attitude. “One Step 

Closer” takes a more emotional approach, discussing all the things people want to do when the 

pandemic has ended and including comments like a man who wants to spread his parents’ ashes, 

introducing a newborn baby to its grandmother, a pharmacy technician that wants to see people 

smile again, and a postponed wedding. Rather than discuss CVS at the end, the pharmacy 
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technician’s wish and other CVS employees are sprinkled throughout the video along with the 

others to feel more natural. This video also puts a heavy emphasis on delivery and convenience 

while remaining healthy.  

 Overall, CVS makes showcasing their dedication to quality and affordable healthcare for 

every promotion's primary focus. The specific aspects they showcase vary but have recently 

focused more on delivery to inform consumers about this option during the pandemic, showing a 

greater focus on customer needs than making a profit. One thing not mentioned in any of the 

videos that could be beneficial is just how much CVS gives back and some of the causes the 

company aligns with and dedicates itself to.  

f. Research and Development Analysis 

The FDA regulates the company’s compounding pharmacy and clinical research 

operations, making it difficult to determine their exact research and development processes. 

Furthermore, their pharmaceutical and healthcare research tends to be in conjunction with the 

FDA and other companies and industries to better healthcare for everyone. For these reasons, 

little to no public information is available about research and development (“CVS Form 10-K,” 

2019).  

Despite this, the company tries to remain as transparent as possible and announce plans 

for research and development. Current plans include creating new data centers for technological 

development and the implementation of HealthHubs being tested in stores. Product 

developments include scanning paper scripts, a prescription fill reminder, and prescription 

pickup messaging services.  

g. Human Resource Management Analysis 
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CVS has over 290,000 employees across all segments. CVS has won awards in the past 

for outstanding Human Resource Management. Because all but twenty-two locations are within 

the United States, nearly all employees work within the States, and the others within the Puerto 

Rico territory. Numerous programs exist to train managers in inclusive hiring and programs to 

support minorities, such as the Strategies for Success program for multicultural women. This 

program is one of the more specific communities to show the company’s dedication to diversity. 

Other programs exist for more general groups based on race, sexuality, gender, disabilities, 

income, veteran status, and more.  

Of the almost 300,000 employees at CVS, approximately 70% are female, and 30% are 

male. The age range is not very defined, with 68% of employees ranging from ages twenty-four 

to fifty-four. Potential causes include years of experience required, education required, and 

certifications acquired.  

 Racial diversity of all employees: 

● 53% White 

● 16% Black/African American 

● 15% Hispanic/Latino 

● 11% Asian 

● 3% two or more races 

● 1% Native American or Other Pacific Islander 

● 0% American Indian/Alaska Native 

Despite earning awards for workplace diversity, more than half of the workforce is still 

white. It is also important to consider company roles. For instance, the roles with the highest 
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amount of black and Hispanic employment are front store and care concierge positions. Care 

concierges require 3-5 years of experience in the field on the top of 2 years of education while 

making an average of $16 an hour. Meanwhile, pharmacists require only four years of education 

and make an average of $56 an hour (“Job Information,” n.d.) Furthermore, requirements for 

care concierge listing include being bilingual, a significant factor in this change.  

● Company officers: 92% white and 8% Asian 

● Vice president and above: 86% white, 4% black, 1% Hispanic, 7% Asian 

● Manager level and above: 67% white, 8% black, 7% Hispanic, 14% Asian, 1% 

Native Hawaiian, 2% two or more races, 1% unspecified 

(“Corporate social responsibility reports,” n.d.). 

 As can be seen, management is even less diverse, with the higher percentages of white 

employees, the higher the position. The only other increase in percentage is Asian employees. 

Unfortunately, these numbers are still higher than average, and CVS has received nothing but 

positive reviews for their diversity numbers, making it irrelevant to company success to improve 

diversity further. However, if the company is true to its word and truly cares about workplace 

diversity, more efforts should be made to diversify the workplace. 

 CVS also offers many programs to help employees move up the ranks and focus heavily 

on employee retention and loyalty. While the current pandemic has further lowered turnover 

rates to impact negatively, the company has always prioritized choosing the right employees to 

stay with the company. Pay and benefits are also competitive and dedicated to flexible work 

schedules and a positive environment. Of the 290,000 employees, $15.8 billion was spent on 
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wages and $2.5 billion in benefits.  

h. Value Chain Analysis 

i. Primary Activities 

Inbound Logistics 

 All of CVS’s products come from suppliers. The only things CVS offers on its own are 

its services, such as MinuteClinics and HealthHubs. Suppliers also provide the tools used in 

these services. CVS recognizes this reliance on suppliers and has adapted. While supplies for the 

pharmaceutical and healthcare segments are the most important and are highly regulated, retail 

supplies are also crucial to maintaining necessary incomes that support the other segments.  

 The pharmaceutical and healthcare segments are already highly regulated, so CVS must 

be transparent and use the best services. However, while the retail segment does not require such 

high standards and transparency, the company remains transparent in everything they do and 

maintains strict company policies regarding supplies. It is also required that all suppliers are 

transparent, efficient, and entirely up to code. Their suppliers' page includes information about 

ethics and compliance, code of conduct, Medicaid fraud and abuse prevention, vendor 

assessments, and more (“CVS Suppliers,” n.d.). 

Operations & Outbound Logistics 

 Because CVS does not offer any of its products, the company does not have any 

operations. Nearly all CVS product offerings come from suppliers that only produce in mass and 

sell to retailers. No products are directly sold through CVS, but the company is becoming more 

vertically integrated into the pharmaceutical and healthcare segments.  

Marketing and Sales 
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CVS spent under $100 million, an insignificant amount of the company’s total revenue, 

in digital, print, and TV advertising. This is less than competitors like Walgreens that have 

smaller revenues. Most of the company’s recent advertising focuses on new products and 

services from the pharmaceutical and healthcare segments, such as the app, new HealthHubs, and 

free Covid-19 testing.  

Services 

● Pharmacy services 

● Health & wellness services 

● Health Plans 

● Virtual Care Services 

● Prescription Drug Coverage 

CVS offers numerous services relating to healthcare and pharmaceutical needs and has expanded 

its segments to provide more services and maximize the efficiency of pre-existing ones. These 

are the core aspects of the company that encompasses its mission, vision, and goals. As such, 

providing the best service is crucial.  

ii. Supporting Activities 

Infrastructure 

Nearly all of CVS’s upper management is hired from within the company, to the point 

that even previous CEOs were once pharmacy technicians. The company maintains high morals, 

putting an incredible amount of effort into Corporate Social Responsibility. The most significant 

infrastructure issue is the number of lawsuits the company gets involved in, primarily related to 

loss or exploitation of sensitive consumer information.  

Human Resources 
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 CVS places so much value on employees that the company has some of the highest 

rankings for workplace diversity, the inclusion of and accommodations for disabled employees, 

and more. Numerous programs exist to inform about and promote diversity and inclusion and to 

report any incidents. The company places such high importance on diversity that it even has 

diversity standards for suppliers.  

Technology Development 

 With the importance of innovation and secure information systems, CVS dedicates a lot 

to technological development. In 2019, the company spent approximately $350 million- nearly 

.14% of revenue, on technology. Although $350 million sounds like a lot, for a company nearly 

at the top of the Fortune 500 list that needs technology more than others on the list, this number 

is not large enough. New developments underway include data centers, cutting unnecessary 

applications, implementing more artificial intelligence in call centers, and a plan to use 20% of 

up to 1,500 of their total location’s front store to create HealthHubs.  

Procurement 

 CVS procurement all comes from suppliers following national, state, and CVS company 

guidelines. CVS implements numerous rules regarding the quality and efficiency of products, 

delivery, and service, including the diversity of service.  

V. Analysis of Implementation Variables 

a. Structure 
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(“CVS Health Organizational Chart,” n.d.) 

CVS starts as a functional organizational structure and then levels off into a subsidiary-

based divisional structure. These divisions include CVS Pharmacy, MinuteClinics, Aetna, 

Omnicare, etc. This structure has become increasingly more critical to the company’s structure 

with the increase in acquisitions and market expansion.  
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Aside from the focus on acquisitions, divisional structures allow teams to focus on single 

services. Considering the number of services, products, and subsidiaries CVS offers, this is 

highly beneficial. With this in mind, each division has its president, such as how current CEO 

Karen Lynch was previously the President of the Aetna subsidiary.  

The only downside to divisional structures is the potential to branch off from the 

corporation’s overall goals. Fortunately, CVS has such a strong organizational culture and 

specific goals that this is not a significant issue. The goals for each subsidiary are made by board 

directors that analyze the entire corporation, ensuring that divisional goals align with general 

goals.  

b. Culture 

CVS’s organizational culture focuses on the triple bottom line by considering all 

employees and having all employees consider and contribute to its visions of better health and 

healthcare for all. The company has several programs to give back to society and encourage 

employees’ professional growth. To achieve these goals, CVS focuses on a competitive 

advantage strategy and, in doing so, places a heavy focus on innovation and acquisitions. 

Because CVS’s innovation relies heavily on important information and information systems, this 

organizational culture requires honest and dutiful employees to prevent issues like security 

breaches.  

Another essential aspect of its focus on information systems and bettering health is its 

transparency. CVS strives to be as transparent as possible about its information, including 

employee work and pay, marketing methods, projects, and information. In doing so, their 2020 

Corporate Social Responsibility report boasts over a thousand walk-in clinics, six hundred health 
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hubs, and in light of the current pandemic, nearly five thousand sites offering Covid-19 testing. 

(“Corporate Social Responsibility Reports,” n.d.).  

Diversity is another significant aspect of CVS’s organizational culture. The company has 

invested approximately $600 million to racial equity for black colleagues, $5 million into a 

United Negro College Fund (UNCF) scholarship program for black and Latinx students, and 

implemented the following: 

● Companywide inclusion training 

● Sponsorship and development for diverse employees 

● Addressing racial-based healthcare disparities 

● Collaborations with civil rights organizations 

 CVS also has an Abilities in Abundance program to employ people with disabilities and 

donated millions into different programs based on housing needs for the homeless, disabled 
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persons, and more. A toolkit with accessible resources was made to help managers find and hire 

disabled individuals.  

CVS was rated #24 in Diversity Incorporated’s Top 50 Companies for Diversity and #13 

in Top Companies for Supplier Diversity. The American Association of People with Disabilities 

rated them Best Place to Work for Disability Inclusion.  

c. Leadership 

CVS announced Karen Lynch as the new President and Chief Executive Officer just 

months ago, on February 1st, 2021. She is the first female CEO and is in charge of 

approximately 213 thousand employees to vaccinate America. The previous CEO since 2011, 

Larry Merlo, announced plans to hand over the positions to Lynch in November 2020, leaving 

ample time for the new CEO to become acquainted with the atmosphere (“CVS Health 

Corporation Profile,” n.d.). 

 Before being made CEO, Lynch was the Executive Vice President of CVS Health and 

the President of Aetna, one of CVS’s notable acquisitions. Lynch has worked in the healthcare 

industry for the last thirty years and has been named among Forbes’ Most Powerful Women in 

Business for the previous five years. Merlo had worked with CVS for approximately forty years, 

giving him more information specific to the corporation. Still, with the significant focus on the 

Aetna acquisition, Lynch’s experience has become more valuable.  

Lynch was made the CEO very recently and during an unfounded time between 

numerous company changes, making for an unknown and unstable environment. As such, she 

should try to put extra effort and care into choosing the best analysts and reviewing those 
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findings on her own to ensure they align with the company’s needs and goals. After initial 

evaluations, constant analyses and other checkups should be made throughout business quarters 

to ensure the goals she created are being met. Unfortunately, considering the financial studies 

above, these sudden moves look to be an example of a glass cliff, in which CVS is looking to 

blame the damage on a temporary female CEO until they either begin turning around or go 

under. It is important to note that Aetna is America’s third-largest health insurance company. 

CVS has been changing its direction from a focus on retail and pharmacy to healthcare overall, 

especially CSR.  

CVS reports that the 2021 board of directors will consist of 38 percent women and 23 

percent diverse races or ethnicities in terms of leadership diversity. Only 13 total board members 

and Karen Lynch’s acquired roles make for the company’s first female CEO.  

d. Systems & Processes 

 Despite goals for pay equality, there are staggering differences in pay among CVS’s 

board of directors. While previous CEO and now Strategic Advisor and Director Larry Merlo 

make approximately $6.98 million, current CEO Karen Lynch makes only $3.84 million (“CVS 

Health Corporation Profile,” n.d.).This is about 86% of Merlo’s earnings. Despite Lynch being 

only seven years younger and working in the healthcare industry for approximately thirty years. 

The only difference is that Merlo was working with CVS all thirty years, while Lynch worked 

with Aetna.  

 Aside from this dramatic difference, there is no extreme pay variation, and employee 

wages and benefits are overall fair and fitting for the company’s goals. Most of the higher 

positions are employees hired from inside the company, with Merlo and Lynch making excellent 
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examples. Merlo worked as a pharmacist at CVS nearly thirty years ago and made his way up, 

while Lynch was a pre-existing member starting three years ago through the acquisition of 

Aetna.  

 Top competitor Walgreen’s follows a similar trend, with CEO Rosalind Brewer earning 

approximately $8 million compared to previous CEO Gregory Wasson, earning roughly $34.5 

million. It should be noted that the decision to instate Rosalind as a CEO was made after Karen 

Lynch was instated as CVS CEO and appears to be an imitation of CVS’s processes (“Meet Roz 

brewer, new CEO of Walgreens Boots Alliance,” n.d.) 

 CVS’s overall pay for board directors and employees throughout the organization tends 

to be higher, providing a more substantial pay advantage. CVS hires and promotions are also 

more likely to come from within the company than competitors. 

 The downside is that chosen candidates may have less overall experience, considering 

competitors like Walgreen’s hire the most capable candidate in general rather than within the 

company. However, the upsides seem to outweigh this, as it means CVS’ employees know more 

about their specific company and industries. It also promotes high employee loyalty.  

 Another exemplary process CVS shows is its innovation and industry lead. RiteAid 

instated a female CEO in 2019, but its revenues are significantly lower than that of CVS, and it 

has not made any acquisitions or notable business changes since 2012 (“RiteAid: Our Story,” 
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n.d.). Meanwhile, Walgreens’ changes seem to follow market trends. CVS’s decisions do not 

follow market trends and appear to be innovative and based on long-time CVS analysts.  

 On top of everything, CVS does a decent job of communicating its goals and plans. 

While the mission, vision, and statement needed some improvements, they were solid and 

focused on customers, quality healthcare, and CSR.  

e. Control Variables 

 As mentioned, CVS has a heavy focus on Corporate Social Responsibility. The 

company’s primary CSR focuses are on healthy people, business, community, and an overall 

healthier planet. In achieving these, the company has aligned with the following goals: 

● Access to quality health care 

● Chronic disease prevention and management 

● Employee health and safety 

● Patient and customer safety 

● Pricing of drugs and services 

● Product and ingredient quality 

● Climate action 

● Waste and water care 

● Wages and benefits 

● Diversity, equity, and inclusion 

● Data protection and privacy 

● Smoking cessation 

● Contributing to the United Nations Sustainable Development Goals 
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The company has high transparency, as previously mentioned. The information is even 

made more easily accessible for disabled persons.  

The main focuses of the CSR report are on affordable quality healthcare, diversity, and 

environmental responsibility. The company partakes in CSR acts frequently. The most recent 

report comes from the company backing the United States Food and Drug Administration‘s 

(FDA) proposition to ban menthol cigarettes and flavored cigars. The fight against cigarettes and 

other nicotine products has been a longstanding position for the company. Other related action 

includes addressing the health disparities and menthol sales targeting black communities, the 

removal of all store tobacco sales in 2014, and the creation of their Be The First initiative to 

create the first tobacco-free generation, (“CVS health APPLAUDS FDA decision to propose a 

ban of menthol cigarettes and flavored cigars,” May 01, 2021). 

One of the most important factors to consider is high employee loyalty. CVS employees 

follow the organizational culture and believe in the company’s mission, vision, and goals. With 

the role employees play on information systems, public image, and analysis for innovation, this 

is perhaps one of the most critical control variables to maintain.  

 

VI. SWOT Analysis 

 

Strengths Weaknesses 

● Market share 

● Customer service 

● Expanding markets 

● Imitation 

● Lawsuits 

● Government reliance 
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● CSR ● Lack of innovation 

Opportunities Threats 

● Acquisitions 

● Global market 

● Expansion 

● Pandemic 

● Digital 

● Competition across segments 

● Government regulations 

● Highly competitive industry 

● Pandemic 

 

Strengths 

 CVS is a large enough company to rank among the Fortune 500 list. Its large size and 

presence in the market put it considerably ahead of competitors by allowing more resources to go 

into acquisitions, innovative technology, and other critical success factors.  
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 CVS prides itself on its customer service, going so far as to include it in its mission and 

vision. Their customer service provides a substantial advantage against top competitors like 

Walgreens. Because both companies compete in the same markets and have similar prices and 

product offerings, many variations come down to how they treat customers.  

 CVS improves customer service and brand image through corporate social responsibility. 

The company exceeds many in its acts of goodwill, campaigning and donating for causes such as 

affordable healthcare and fighting against issues like smoking. The campaigns they choose to 

contribute align well with the company's goals and paint an extremely positive image. This is 

necessary for industries that rely on consumers and consumer trust to function.  

 The final strength CVS holds against its competitors, and perhaps the most notable, is its 

market expansion. CVS has been expanding into more markets and acquiring other companies to 

broaden its reach beyond competitors’. In industries with lots of products and little option for 

variation, economies of scale and market size are essential to maintain an advantage over 

competitors. (“Company Profile CVS Health Corporation,” Feb. 11, 2021) 

Weaknesses 

One of the first weaknesses to consider is the ability to imitate CVS’s plan. This includes 

the company’s lack of differentiation. Their strategy is not only easy to replicate but is being 

imitated by competitors. CVS is not the only one being imitated but also mimics its competitors, 

as they all follow the same procedures to make profits. This mostly cannot be helped due to the 

heavy regulations on the pharmacy sectors and the inability to change prices or product offerings 

in the retail industry without putting much money into expanding.  
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Another weakness for CVS that has many impacts is the lawsuits against them. While 

there are not a significant number of them, and none are exceedingly awful, any illegal actions 

can significantly harm the company due to its reliance on brand image. Any markets within the 

healthcare industry are volatile to changes in the public image due to consumers’ health and 

information sensitivity.  

When considering lawsuits and the healthcare sector, another significant issue is reliance 

on the government. One example includes the healthcare coverage of CVS’ patients. Without 

healthcare, they would likely lose many patients.  

Opportunities 

 With CVS’s expansion in the healthcare industry and prioritization of innovation, 

acquisitions have become a massive potential for growth. A few years back, their recent 

acquisition of Aetna has proven to be successful and has allowed the healthcare sector to take on 

more importance than just pharmacies.  

 Along with additions comes the ability to expand each market segment, specifically 

healthcare, and put themselves further ahead. Considering their competitive advantage relies 

somewhat on economies of scale, this is a significant opportunity to consider. The large CVS 

expands, the more they benefit from their economies of scale, putting them at a further advantage 

over their competitors.  

 As they expand further into healthcare, one primarily overlooked opportunity is a global 

market. This is for a good reason, considering all the difficulties of following strict and differing 

procedures across nations with different healthcare systems, laws, and other issues. However, the 

healthcare industry is already demanding and different among states. While it would 
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undoubtedly be a difficult feat and would require heavy financial investment and temporary cost 

increases, it could be beneficial in the long term and create a severe advantage over competitors. 

Such a market penetration would also be necessary for corporate social responsibility, proving 

their goal to provide quality healthcare for all. Considering they already have twenty-two 
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successful locations in Puerto Rico, it seems it could be doable. The company would simply have 

to stick to countries with a history of similar healthcare policies to the United States. 

 One crucial current opportunity has been the Covid-19 pandemic. CVS has made use of 

this healthcare opportunity by implementing numerous testing sites across the nation and could 

further bank on this opportunity by partnering with healthcare to administer vaccines. This has 

mainly been positive for their brand image, being a no-cost, well-known, and reliable location to 

build up community trust (“CVS Health Corp Global Data,” April 14th, 2021) 

Another positive trend related to the current pandemic is the increase in demand for 

digitalization. According to Mergent’s 2020 North American pharmaceutical industry report, 

“New technology is an important platform to improve business operation, create sustainable 

value and develop breakthrough therapies. The pharmaceutical industry is expected to see the 

growing number of partnerships between technology and drug producers in 2020.” With CVS 

already having the resources and drive to innovate, they can be one of the first among their 

competitors to capitalize on the growth in digital healthcare. 

Threats 

While the pandemic has proven in many areas to be an opportunity for CVS, it is still, in 

many cases, a threat. One previously discussed topic is the effect the pandemic has had on job 

availability and job security. With so many essential jobs and so few people in the market, CVS 

has been unable to replace poor employees, putting sensitive information and brand image at 

risk.  
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As mentioned, the number of regulations in the healthcare industry has prevented 

companies from going global to this point and proving difficult even on a national level. With 

healthcare procedures at risk of change with any change in state or country political leaning, 

CVS could have to change some of their policies and processes at any point, which can be costly.  

All of their market segments are highly competitive. With that in mind, CVS must 

constantly innovate and maintain its competitive advantage to not fall behind competitors. 

Falling behind at any point would lose their advantage and make it incredibly difficult ever to 

gain back.  

VII. Identification of Issues & Problems 

The first problems to address for CVS are its mission and vision statements and their 

listed goals. The mission statement is vague and could be mistaken for one nonprofit, as it only 

tells that they provide some kind of health-related products or services. The vision statement has 

a similar issue because it does not explain what “unmatched human connections” are. It is also in 

the present tense, making it sound more like a boast than a vision. While the goals are more 

specific, they are not quantifiable and do not mention its focus on Corporate Social 

Responsibility.  

The risks surrounding sensitive consumer information are arguably the most serious. The 

issue spans multiple factors. It is sociocultural because of the increasing reliance on technology 

and public image being negatively affected when mishandled. The technological risks come from 

how the information is contained; information systems are at constant risk of attacks even with 

the best protection. Natural disasters could destroy information at any point. It becomes an 
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industry risk because it relies on everyone within the company to be trustworthy with containing 

information, and any failure could result in a loss of data. 

          All of these factors can be affected by economic and political changes as well. For 

instance, the current pandemic has made the job retention rate go up in the industry. This sounds 

positive, but the retention rate has gone up because new employees cannot replace bad 

employees, significantly increasing the risk of vulnerability or even attacks on the information 

systems. 

         Even changes like an increased minimum wage, wage competition, and the industry’s 

workforce affect the risks associated with consumer information. Any issues to consumer 

information result in a negative public image, which results in decreased profit, customer loyalty, 

ability to market, necessary changes, and more. CVS relies too much on competition and 

external forces overall. 

 Another issue is the heavy regulation in the healthcare and pharmaceutical industries and 

the highly competitive environment of all three sectors CVS operates within. They must be 

constantly innovative and competitive while maintaining strict and specific regulations and 

procedures that make change difficult. This ties into the number of lawsuits when policies are 

broken, which can be costly and affect brand image, the importance of secure information 

systems, and the possibility for competitors to imitate them. Especially when they must remain 

transparent, CVS maintains an advantage by being the first to make a move, not by being the 

only one. It is almost certain each time that one of their competitors will follow in their footsteps.  
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 One less essential but still considerable issue is the pharmacy’s customer service. CVS’s 

pharmacy customer service is crucial when considering the importance the company places on 

the pharmaceutical sector, and fortunately, it does not have many problems. The most significant 

issue involves the need for better information systems. However, there is a second, more minor 

problem, in which consumers believe they are being profiled. When CVS pharmaceutical 

technicians refuse to fill a prescription because they think it is not suitable for the consumer’s 

needs, it is a good deed that should prove brand image. Unfortunately, this can sometimes be 

incorrect. Even when correct, the consumer could be taken negatively by the consumer who 

believes they need that type or amount of medicine and are being wrongfully denied healthcare.  

VIII. Conclusions & Recommendations  

 CVS is doing an excellent job overall, raising its rank on the Fortune 500 list and making 

#5 in 2020. It is taking carefully analyzed steps to further its CSR goals while also benefiting the 

company.  

 By maintaining transparency and dedicating so many efforts to social causes, CVS has 

made its intentions clear- to improve the quality and affordability of health and healthcare for all. 

With that in mind, the company should put more focus on CSR and make its efforts known. One 

financially profitable way to do this is to further focus on the pharmaceutical and healthcare 
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segments. Other methods include donating, volunteering, creating employee volunteer programs, 

and posting about these efforts on the CVS website, social media, and throughout stores.  

 CVS should also continue to innovate to increase efficiency and provide cost leadership, 

improving their cost leadership advantage while also lowering healthcare costs for consumers. 

Innovations should focus on improving the efficiency and security of their information systems, 

increasing their presence and brand image, and increasing their cost leadership in healthcare and 

other socially responsible acts.  

 The company has very little online presence, which is understandable considering that 

their most important sectors are consumer needs rather than wants. However, it is still advised 

that CVS maintains social media dedicated to announcing their CSR efforts and interacting with 

consumers. These interactions would include surveys, tracking the use of the CVS name, and 

responding to negative comments with questions about how to improve. They could also use 

these platforms for advertising their rewards program, deals, the app, and other aspects of the 

retail segment.  

 Aside from spreading its online presence, the company should also expand its physical 

presence and consider setting up locations in countries with a history of similar healthcare 

policies to the United States. This could penetrate new industries, generate new sources of 

revenue, and show dedication to their mission of quality healthcare for all.  
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 There is only one main concern for CVS, but it is of extreme importance. The ability to 

afford costly acquisitions, analyses, innovations, and other structural improvements has come 

from the profits generated. Should CVS lose its momentum even for a quarter, the costs could be 

devastating. Stockholders would back out, the current ratio is not enough to cover debts, and 

money placed into innovation would have to be taken out to cover the costs, losing the 

company’s spot ahead of the industry. If they were to increase prices to make up for the losses, it 

would go against their mission and vision of affordable healthcare and lose their cost leadership 

strategy. There are numerous different possibilities, but each would result in significant losses 

for the company that could not be saved.  

 Efforts should also be taken to fix CVS’s reliance on competition and external factors. 

While the pharmaceutical and healthcare segments will always be highly competitive, regulated, 

and constantly prone to change from external factors, the retail segment is relatively neutral. As 

such, CVS should stop using retail just to expand the other sectors and expand their retail 

industries as well for a constant steady source of revenue and chances to increase perceptions of 

customer service and overall brand image.  
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 To alleviate the pharmaceutical segment’s customer service issues and accusations of 

profiling, more attempts need to be made to spread awareness about misguided prescriptions. 

CVS should make this one of its CSR causes and put money and effort into making more 

consumers aware of doctors’ errors and making their efforts to fix such mistakes clear in stores 

so that consumers do not feel like these decisions come out of nowhere. It would also be 

beneficial to include information about the subject in accessible formats such as simple 

pamphlets to give to customers when such a problem arises. By doing so, the consumer feels 

they are being given correct information and taken care of by the company rather than feeling 

that a particular pharmacist chooses to deny their right to medicine.  

 For all of these reasons, CVS must focus at all times on remaining innovative and 

efficient. They need to focus on decreasing their costs and increasing their spread to meet their 

goal of affordable healthcare for all. The means of achievement should revolve around 

expansion, whether through acquisitions or market penetration of the global pharmaceutical and 

healthcare industries. Although it should not be the focus, the retail segment should also be 

maintained as a steady revenue source to create a safety net for the otherwise unstable industries 

CVS operates within. In doing so, the company and the world will continue to see substantial 

growth that supports better health for all.  
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IX. Appendices 

a. Income Statements 2019 (Table 1) 

 

 

 

 



Heerd 69 

 
b. Horizontal and Vertical Analysis 

i. Original Balance sheet (Table 2) 
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In millions, except per share 
amounts 2020 2019 2018 2017 2016 
Assets:      

Cash and cash equivalents $7,854 $5,683 $4,059 $1,696 $3,371 
Investments 3,000 2,373 2,522 111 87 

Accounts receivable, net 21,742 19,617 17,631 13,181 12,164 
Inventories 18,496 17,516 16,450 15,296 14,760 

Other current assets 5,277 5,113 4,581 945 660 
Total current assets 56,369 50,302 45,243 31,229 31,042 

Long-term investments 20,812 17,314 15,732 - - 
Property and equipment, net 12,606 12,044 11,349 10,292 10,175 

Operating lease right-of-use assets 20,729 20,860 - - - 
Goodwill 79,552 79,749 78,678 38,451 38,249 

Intangible assets, net 31,142 33,121 36,524 13,630 13,511 
Separate accounts assets 4,881 4,459 3,884 - - 

Other assets 4,624 4,600 5,046 1,529 1,485 
Total assets $230,715 $222,449 $196,456 $95,131 $94,462 
Liabilities:      

Accounts payable $11,138 $10,492 $8,925 $8,863 $7,946 
Pharmacy claims and discounts 

payable 15,795 13,601 11,365 
10,355 9,451 

Health care costs payable 7,936 6,879 6,147 - - 
Policyholders' funds 4,270 2,991 2,939 - - 
Accrued expenses 14,243 12,133 10,711 6,609 6,937 

Other insurance liabilities 1,557 1,830 1,937 - - 
Current portion of operating lease 

liabilities 1,638 1,596 - - - 
Current portion of long-term debt 5,440 3,781 1,265 3,545 42 

Total current liabilities 62,017 53,303 44,009 30,648 26,250 
Long-term operating lease 

liabilities 18,757 18,926 - - - 

Long-term debt 59,207 64,699 71,444 22,181 25,615 

Deferred income taxes 6,794 7,294 7,677 - - 
Separate accounts liabilities 4,881 4,459 3,884 - - 
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Other long-term insurance 
liabilities 7,007 7,436 8,119 - - 

Other long-term liabilities 2,351 2,162 2,780 1,611 1,549 

Total liabilities 161,014 158,279 137,913 30,648 26,250 

Common stock and capital surplus 46,513 45,972 45,440 - - 
Treasury stock -28,178 -28,235 -28,228 -37,765 -33,452 

Retained earnings 49,640 45,108 40,911 43,556 38,983 
Accumulated other comprehensive 

income 1,414 1,019 102 
-165 -305 

Total CVS Health shareholders' 
equity 69,389 63,864 58,225 

37,691 36,830 

Noncontrolling interests 312 306 318 4 4 

Total shareholders' equity 69,701 64,170 58,543 
37,695 36,834 

Total liabilities and shareholders' 
equity $230,715 $222,449 196456 

$95,131 $94,462 

 

ii. Horizontal Balance sheet (Table 3) 
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In millions, except per share 
amounts 2020 2019 2018 2017 
Assets:     

Cash and cash equivalents 38.20% 40.01% 139.33% -49.69% 
Investments 26.42% -5.91% 2172.07% 27.59% 

Accounts receivable, net 10.83% 11.26% 33.76% 8.36% 
Inventories 5.59% 6.48% 7.54% 3.63% 

Other current assets 3.21% 11.61% 384.76% 43.18% 
Total current assets 12.06% 11.18% 44.87% 0.60% 

Long-term investments 20.20% 10.06%   
Property and equipment, net 4.67% 6.12% 10.27% 1.15% 

Operating lease right-of-use assets -0.63%    

Goodwill -0.25% 1.36% 104.62% 0.53% 

Intangible assets, net -5.98% -9.32% 167.97% 0.88% 
Separate accounts assets 9.46% 14.80%   

Other assets 0.52% -8.84% 230.02% 2.96% 

Total assets 3.72% 13.23% 106.51% 0.71% 

Liabilities:     
Accounts payable 6.16% 17.56% 0.70% 11.54% 

Pharmacy claims and discounts 
payable 16.13% 19.67% 9.75% 9.57% 

Health care costs payable 15.37% 11.91%   
Policyholders' funds 42.76% 1.77%   
Accrued expenses 17.39% 13.28% 62.07% -4.73% 

Other insurance liabilities -14.92% -5.52%   
Current portion of operating lease 

liabilities 2.63%    

Current portion of long-term debt 43.88% 198.89% -64.32% 8340.48% 
Total current liabilities 16.35% 21.12% 43.60% 16.75% 

Long-term operating lease liabilities -0.89%    

Long-term debt -8.49% -9.44% 222.10% -13.41% 
Deferred income taxes -6.85% -4.99% - - 

Separate accounts liabilities 9.46% 14.80% - - 
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Other long-term insurance liabilities -5.77% -8.41% - - 
Other long-term liabilities 8.74% -22.23% 72.56% 4.00% 

Total liabilities 1.73% 14.77% 349.99% 16.75% 

Common stock and capital surplus 1.18% 1.17% - - 

Treasury stock -0.20% 0.02% -25.25% 12.89% 
Retained earnings 10.05% 10.26% -6.07% 11.73% 

Accumulated other comprehensive 
income 38.76% 899.02% -161.82% -45.90% 

Total CVS Health shareholders' 
equity 8.65% 9.68% 54.48% 2.34% 

Noncontrolling interests 1.96% -3.77% 7850.00% 0.00% 
Total shareholders' equity 8.62% 9.61% 55.31% 2.34% 

Total liabilities and shareholders' 
equity 3.72% 13.23% 106.51% 0.71% 

 

iii. Vertical Balance sheet (Table 4) 
 

In millions, except per share amounts 2020 2019 2018 2017 2016 

Assets:      

Cash and cash equivalents 3.40% 2.55% 2.07% 1.78% 3.57% 
Investments 1.30% 1.07% 1.28% 0.12% 0.09% 

Accounts receivable, net 9.42% 8.82% 8.97% 13.86% 12.88% 
Inventories 8.02% 7.87% 8.37% 16.08% 15.63% 

Other current assets 2.29% 2.30% 2.33% 0.99% 0.70% 
Total current assets 24.43% 22.61% 23.03% 32.83% 32.86% 

Long-term investments 9.02% 7.78% 8.01% - - 
Property and equipment, net 5.46% 5.41% 5.78% 10.82% 10.77% 

Operating lease right-of-use assets 8.98% 9.38% - - - 
Goodwill 34.48% 35.85% 40.05% 40.42% 40.49% 

Intangible assets, net 13.50% 14.89% 18.59% 14.33% 14.30% 
Separate accounts assets 2.12% 2.00% 1.98% - - 

Other assets 2.00% 2.07% 2.57% 1.61% 1.57% 
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Total assets 100.00% 100.00% 100.00% 100.00% 100.00% 
Liabilities:      

Accounts payable 6.92% 6.63% 6.47% 28.92% 30.27% 
Pharmacy claims and discounts payable 9.81% 8.59% 8.24% 33.79% 36.00% 

Health care costs payable 4.93% 4.35% 4.46% - - 
Policyholders' funds 2.65% 1.89% 2.13% - - 
Accrued expenses 8.85% 7.67% 7.77% 21.56% 26.43% 

Other insurance liabilities 0.97% 1.16% 1.40% - - 
Current portion of operating lease 

liabilities 1.02% 1.01% -% 
- - 

Current portion of long-term debt 3.38% 2.39% 0.92% 11.57% 0.16% 
Total current liabilities 38.52% 33.68% 31.91% 100.00% 100.00% 

Long-term operating lease liabilities 11.65% 11.96% -% - - 
Long-term debt 36.77% 40.88% 51.80% 72.37% 97.58% 

Deferred income taxes 4.22% 4.61% 5.57% - - 
Separate accounts liabilities 3.03% 2.82% 2.82% - - 

Other long-term insurance liabilities 4.35% 4.70% 5.89% - - 
Other long-term liabilities 1.46% 1.37% 2.02% 5.26% 5.90% 

Total liabilities 100.00% 100.00% 100.00% 100.00% 100.00% 
Common stock and capital surplus 20.16% 20.67% 23.13% - - 

Treasury stock -12.21% -12.69% -14.37% -39.70% -35.41% 

Retained earnings 21.52% 20.28% 20.82% 45.79% 41.27% 
Accumulated other comprehensive 

income 0.61% 0.46% 0.05% 
-0.17% -0.32% 

Total CVS Health shareholders' equity 30.08% 28.71% 29.64% 39.62% 38.99% 
Noncontrolling interests 0.14% 0.14% 0.16% 0.00% 0.00% 

Total shareholders' equity 30.21% 28.85% 29.80% 39.62% 38.99% 
Total liabilities and shareholders' 

equity 100.00% 100.00% 100.00% 
100.00% 100.00% 

iv. Original Income Statement 
 

In millions, except per share 
amounts 2020 2019 2018 2017 2016 

Net Revenues $268,706.00 $256,776.00 $194,579.00 $184,765.00 $177,526.00 
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Cost of Revenues $219,660.00 $211,248.00 $190,558.00 $156,220.00 $148,669.00 
Gross Profit $49,046.00 $45,528.00 $4,021.00 $28,545.00 $28,857.00 

Operating Expenses $35,135.00 $33,541.00 $21,368.00 $19,028.00 $18,491.00 
Operating Profit (loss) $13,911.00 $11,987.00 -$17,347.00 $9,517.00 $10,366.00 

Interest Expense $2,907.00 $3,035.00 $2,619.00 $1,041.00 $1,058.00 

Loss on early extinguishment of debt $1,440.00 $79.00 $0.00 $0.00 $643.00 
Other expense $206.00 $124.00 -$4.00 $208.00 $28.00 

Income before income tax provision $9,770.00 $8,997.00 $1,406.00 $8,268.00 $8,637.00 
Income tax provision $2,569.00 $2,366.00 $2,002.00 $1,637.00 $3,317.00 

Income From continuing operations $7,201.00 $6,631.00 -$596.00 $6,631.00 $5,320.00 
Loss from discontinued operations, 

net of tax -$9.00 $0.00 $0.00 -$8.00 -$1.00 
Net Income $7,192.00 $6,631.00 -$596.00 $6,623.00 $5,319.00 

Net income attributable to 
noncontrolling interests -$13.00 $3.00 $2.00 -$1.00 -$2.00 

Net income attributable to CVS 
health $7,179.00 $6,634.00 -$594.00 $6,622.00 $5,317.00 

Basic Earnings per Share      
Income From continuing operations 

attributable to CVS Health $5.49 $5.10 -$0.57 $6.48 $4.93 
Loss From continuing operations 

attributable to CVS Health -$0.01 $0.00 $0.00 -$0.01 $0.00 
Net Income attributable to CVS 

Health $5.48 $5.15 -$0.57 $6.47 $4.93 
Weight Average Shares outstanding $1,309.00 $1,301.00 $1,044.00 $1,020.00 $1,073.00 

Diluted earnings per share      
Income From continuing operations 

attributable to CVS Health $5.47 $5.08 -$0.57 $6.45 $4.91 
Loss From continuing operations 

attributable to CVS Health -$0.01 $0.00 $0.00 -$0.01 $0.00 
Net Income attributable to CVS 

Health $5.46 $5.08 -$0.57 $6.44 $4.90 

Weight Average Shares outstanding $1,314.00 $1,305.00 $1,044.00 $1,024.00 $1,079.00 
Dividends declared per Share $2.00 $2.00 $2.00 $2.00 $1.70 
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v. Horizontal Income Statement 

 

In millions, except per share amounts 2020 2019 2018 2017 
Net Revenues 4.65% 31.96% 5.31% 4.08% 

Cost of Revenues 3.98% 10.86% 21.98% 5.08% 

Gross Profit 7.73% 1032.26% -85.91% -1.08% 

Operating Expenses 4.75% 56.97% 12.30% 2.90% 

Operating Profit (loss) 16.05% -169.10% -282.27% -8.19% 

Interest Expense -4.22% 15.88% 151.59% -1.61% 

Loss on early extinguishment of debt 1722.78%   -100.00% 

Other expense 66.13% -3200.00% -101.92% 642.86% 

Income before income tax provision 8.59% 539.90% -82.99% -4.27% 

Income tax provision 8.58% 18.18% 22.30% -50.65% 

Income From continuing operations 8.60% -1212.58% -108.99% 24.64% 
Loss from discontinued operations, net of 

tax   -100.00% 700.00% 

Net Income 8.46% -1212.58% -109.00% 24.52% 
Net income attributable to noncontrolling 

interests -533.33% 50.00% -300.00% -50.00% 

Net income attributable to CVS health 8.22% -1216.84% -108.97% 24.54% 

Basic Earnings per Share     
Income From continuing operations 

attributable to CVS Health 7.65% -994.74% -108.80% 31.44% 
Loss From continuing operations 

attributable to CVS Health   -100.00%  

Net Income attributable to CVS Health 6.41% -1003.51% -108.81% 31.24% 

Weight Average Shares outstanding 0.61% 24.62% 2.35% -4.94% 

Diluted earnings per share     
Income From continuing operations 

attributable to CVS Health 7.68% -991.23% -108.84% 31.36% 
Loss From continuing operations 

attributable to CVS Health   -100.00%  
Net Income attributable to CVS Health 7.48% -991.23% -108.85% 31.43% 

Weight Average Shares outstanding 0.69% 25.00% 1.95% -5.10% 
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Dividends declared per Share 0.00% 0.00% 0.00% 17.65% 
 

vi. Vertical Income Statement 
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Net Revenues 100.00% 100.00% 100.00% 100.00% 

Cost of Revenues 81.75% 82.27% 97.93% 84.55% 

Gross Profit 18.25% 17.73% 2.07% 15.45% 

Operating Expenses 13.08% 13.06% 10.98% 10.30% 

Operating Profit (loss) 5.18% 4.67% -8.92% 5.15% 

Interest Expense 1.08% 1.18% 1.35% 0.56% 

Loss on early extinguishment of debt 0.54% 0.03% 0.00% 0.00% 

Other expense 0.08% 0.05% 0.00% 0.11% 

Income before income tax provision 3.64% 3.50% 0.72% 4.47% 

Income tax provision 0.96% 0.92% 1.03% 0.89% 

Income From continuing operations 2.68% 2.58% -0.31% 3.59% 

Loss from discontinued operations, net of tax 0.00% 0.00% 0.00% 0.00% 

Net Income 2.68% 2.58% -0.31% 3.58% 

Net income attributable to noncontrolling interests -0.005% 0.001% 0.001% -0.001% 

Net income attributable to CVS health 2.67% 2.58% -0.31% 3.58% 

Basic Earnings per Share 0.000% 0.000% 0.000% 0.000% 
Income From continuing operations attributable to CVS 

Health 0.002% 0.002% 0.000% 0.004% 
Loss From continuing operations attributable to CVS 

Health 0.000% 0.000% 0.000% 0.000% 

Net Income attributable to CVS Health 0.002% 0.002% 0.000% 0.004% 

Weight Average Shares outstanding 0.487% 0.507% 0.537% 0.552% 

Diluted earnings per share 0.000% 0.000% 0.000% 0.000% 
Income From continuing operations attributable to CVS 

Health 0.002% 0.002% 0.000% 0.003% 
Loss From continuing operations attributable to CVS 

Health 0.000% 0.000% 0.000% 0.000% 

Net Income attributable to CVS Health 0.002% 0.002% 0.000% 0.003% 

Weight Average Shares outstanding 0.489% 0.508% 0.537% 0.554% 

Dividends declared per Share 0.001% 0.001% 0.001% 0.001% 
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c. Cash Flow Statement 
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d. Advertisements 

i. “Excuses” https://www.ispot.tv/ad/tCYP/cvs-health-excuses 

ii. “My Savings Secret: Same Day Shipping” 

https://www.ispot.tv/ad/OZp8/cvs-health-carepass-my-savings-secret-

same-day-shipping 

iii. “Home is Everything” https://www.ispot.tv/ad/nnIT/cvs-health-home-

song-by-phillip-phillips 

iv. “We Wish” https://www.ispot.tv/ad/7ME8/cvs-health-we-wish 

v. “Flu Shots” https://www.ispot.tv/ad/7LFf/cvs-flu-shots-featuring-bonnie 

vi. “One Step Closer” https://www.ispot.tv/ad/Ow02/cvs-health-one-step-

closer 

e. Subsidiaries and Investments 

 

Company Name LTM Total Rev. ($mm) 

Pharmacy Assets of BI-LO, LLC - 

Business of Fort Hill Pharmacy, Inc. - 

ABD Group Inc. - 

Fallon Healthcare System Inc 9.99 

Navarro Discount Pharmacy, LLC 199.08 

https://www.ispot.tv/ad/tCYP/cvs-health-excuses
https://www.ispot.tv/ad/OZp8/cvs-health-carepass-my-savings-secret-same-day-shipping
https://www.ispot.tv/ad/OZp8/cvs-health-carepass-my-savings-secret-same-day-shipping
https://www.ispot.tv/ad/nnIT/cvs-health-home-song-by-phillip-phillips
https://www.ispot.tv/ad/nnIT/cvs-health-home-song-by-phillip-phillips
https://www.ispot.tv/ad/7ME8/cvs-health-we-wish
https://www.ispot.tv/ad/7LFf/cvs-flu-shots-featuring-bonnie
https://www.ispot.tv/ad/Ow02/cvs-health-one-step-closer
https://www.ispot.tv/ad/Ow02/cvs-health-one-step-closer
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=673447882
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=583192902
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=244525244
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=50036158
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=27711373
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Smith-McKenney Co. Inc. 8.54 

Southeastern Pharmaceuticals Inc., Four 
LaGrange Corley Drugstores 

- 

 

 

f. Executive Team 

Name Role Age Since 

David W. Dorman Chairman, Executive Board 66 2011 

Karen S. Lynch Chief Executive Officer, Executive Board - 2021 

C. David Brown II Director, Non Executive Board 68 2007 

Larry J. Merlo Director, Non Executive Board - 2011 

Anne M. Finucane Director, Non Executive Board 67 2011 

Tony L. White Director, Non Executive Board 73 2011 

Jean-Pierre Millon Director, Non Executive Board 69 2007 

Alecia A. DeCoudreaux Director, Non Executive Board 65 2015 

Nancy-Ann M. DeParle Director, Non Executive Board 63 2013 

William C. Weldon Director, Non Executive Board 71 2013 

https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=216219023
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=207124005
https://taurus.hood.edu:2178/CIQDotNet/company.aspx?companyId=207124005
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Mary L. Schapiro Director, Non Executive Board 64 2017 

Edward J. Ludwig Director, Non Executive Board 68 2018 

Roger N. Farah Director, Non Executive Board 67 2018 

Fernando Aguirre Director, Non Executive Board 62 2018 

Alan M. Lotvin Executive Vice President, Senior Management 58 2018 

Jonathan C. Roberts Chief Operating Officer, Senior Management 64 2017 

Joshua M. Flum Executive Vice President Enterprise Strategy and 
Digital, Senior Management - 2018 

Troyen A. Brennan Chief Medical Officer, Senior Management 66 2008 

James D. Clark Chief Accounting Officer, Senior Management 55 2018 

Eva C. Boratto Chief Financial Officer, Senior Management 53 2018 

Thomas M. Moriarty Chief Policy and External Affairs Officer, Senior 
Management 56 2017 

Carol A. Denale Senior Vice President, Senior Management - 2010 

David A. Falkowski Chief Compliance Officer, Senior Management - - 

John P. Kennedy Chief Tax Officer, Senior Management - 2013 

Colleen M. McIntosh Chief Governance Officer, Senior Management - 2019 
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Thomas S. Moffatt Vice President Assistant Secretary, Senior 
Management - 2014 

Jonathan Mayhew Executive Vice President Transformation, Senior 
Management - - 

Kimberly White Chief Communications Officer, Senior Management - 2020 

Neela Montgomery Executive Vice President, Senior Management - 2020 

Michelle Peluso Chief Customer Officer, Senior Management - 2021 

Daniel Finke Executive Vice President CVS Health, Senior 
Management - 2021 

Laurie P. Havanec Chief People Officer, Senior Management 60 2021 

 


	I. Organizational Profile & History
	II. Organizational Mission, Vision, and Goals
	a. Mission Analysis
	b. Vision Analysis
	c. Goal Analysis

	III. External Environmental Analysis
	a. External Factor Evaluation (EFE) Matrix
	b. Macro Analysis
	i. Political
	ii. Economic
	iii.  Sociocultural
	iv.  Technological

	a. Micro/Industry Factors
	b. Competitive Analysis
	c. External Factor Evaluation (EFE) Matrix

	IV. Internal Environmental Analysis
	a. Internal Factor Evaluation (IFE) Matrix
	b. Corporate Level Strategy
	c. Business-Level Strategy
	d. Functional Level Strategies
	i. Horizontal Analysis
	ii. Vertical Analysis
	iii. Financial ratio
	iv. Revenue Analysis
	e. Marketing Analysis
	i. Placement
	ii. Price
	iii. Product
	iv. Promotion

	f. Research and Development Analysis
	g. Human Resource Management Analysis
	h. Value Chain Analysis
	i. Primary Activities
	ii. Supporting Activities



	V. Analysis of Implementation Variables
	a. Structure
	b. Culture
	c. Leadership
	d. Systems & Processes
	e. Control Variables

	VI. SWOT Analysis
	Strengths
	Weaknesses
	Opportunities
	Threats

	VII. Identification of Issues & Problems
	VIII. Conclusions & Recommendations
	VIII. References
	IX. Appendices
	a. Income Statements 2019 (Table 1)
	b. Horizontal and Vertical Analysis
	i. Original Balance sheet (Table 2)
	ii. Horizontal Balance sheet (Table 3)
	iii. Vertical Balance sheet (Table 4)
	iv. Original Income Statement
	v. Horizontal Income Statement
	vi. Vertical Income Statement

	c. Cash Flow Statement
	d. Advertisements
	e. Subsidiaries and Investments
	f. Executive Team


