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Executive summary 
The report is to evaluate the impact of strategic challenges posed by the digital age and to propose how the organisation might successfully rise to such challenges whilst at the same time creating and enhancing its customer value proposition.
The first part of the report will cover the external environment of the petrochemical industry, industry overview and analysis, external and internal analysis. This will be followed by examining the strategic options of INEOS and lastly make some recommendation on the challenges and risk INEOS is facing.
Company overview 
INEOS is a privately-owned chemical business, was founded by Jim Ratcliffe in 1998, he built the company from nothing having bought up unloved sector from firms like BP, ICI AND BASF. The 90% of the oil and gas that comes out of the ground is used to power homes and fuel cars but the unsuitable remainder the 10% is used to make plastics (PVC and polystyrene which is used in drinking water, car bumpers, suitcase and clothing plus many more products,
Industry overview and analysis 

Introduction 
INEOS is one of the leading is one of the leading global manufacturer of oil products and speciality chemicals.   The business is made up of 65 different groups operating in 16 countries through the world independent of each other. The petrochemical produce chemicals which is converted to raw materials. It is a knowledge industry with significant investment in research and development (R&D).  Petrochemicals are essential component to the production of many different products because there so many that they are in demand by other petrochemical industries. Therefore, INEOS finds its self as supplier and manufacture and customer in operations in B2B climate.  www.ineos.com 
Markets 
INEOS provides a variety of products to different markets in the chemical industry. Ranging from Fuels and Lubricants (23.3%), plastics (18.5%),  materials for factory workers  (16.1%), motor industry , White Goods & Durables, Pharmaceutical & agriculture, INEOS’s has operations globally Germany (16.8%), USA (16.1%), UK (12.3%), France (11.6%) and Benelux (10.8  www.ineos.com
[bookmark: _GoBack]The major concern for the industry is price fluctuations of oil and gas, with price decreasing sharply, it has a a great impact on the industry revenues. This is what happened in the 2008 recession.  INEOS found its self in a place where no company wants to be when the prices of oil fell below the expected price.  In 2012-2017 the petrochemical saw other reductions in revenue as crude oil and natural gas prices dropped again especially in 2014-2015 the price of crude oil fell by over 47% while natural gas fell by 40%. Though they have recovered, the industry is seeing better revenue. Since 2012 the industry has been seeing an average decline of 9.7%. https://brandongaille.com/31 petrochemical-industry-statistics-trends-analysis/

The packaging company accounts for 28% consumption, polyethylene being the most common plastic polymer produced and 65% of the propylene which comes from LPG, coal and naphtha goes to the automotive industry.
It’s projected by 2028 the petrochemical global market size will be worth $1 trillion. The top customer for the petrochemical. https://www.ineos.com/inch-magazine/articles/

Industry Life Cycle 

Michael Porter has described “the industry life cycle as the grandfather of concepts predicting the industry evolution.” Lynch p.94. as industries move along the life cycle so do corporate strategies they change at every stage.
INEOS is at the mature stage life cycle, at a cash generating stage more focus on how much revenue they can get and how to cut costs on expenditure. Currently INEOS is in a strong financial position and the company is making acquisitions and entering new markets
Industrial Demand Determinants 
Increase in global demand 
After the 2008-2009 economic crisis the markets picked up and the company experienced growth in demand for petrochemical products Future demand for plastic is also expected to grow. 

Capacity expansion
China is emerging as the biggest consumer/customer in the petrochemical industry. This increased demand and supply being experienced its immediate answer will be India to fill its gap, and the rest will come from Middle East, Europe and North America. Due to China supply and demand the future prediction in the petrochemical industry is to increase the production capacity to be able to meet the demand.

Technology 
Technology is changing rapidly and due to the innovations in the Petrochemical industry especially in India, low density polyethylene Is being replaced by the linear low-density polyethylene. 

So many licences foreign technology which have been acquired and combining them with their R&D is improving.

Supply and Demand for INEOS’s customers in the B2B business the industries he supplies. For example – pharmacy’s, Taata, will continue to do business with INEOS as the chemicals they need they are not going away unless they find alternatives. 

It’s not INEOS problems its rather downstream – customers are saying that – use of chemicals what are we going to use – threat of substitution is very low now as manufactures (INEOS) have no idea of what they will use as alternative in INEOS products.

Supply and demand in the European refinery industry is slow but steady growth.
Key factors for success in the Petrochemical industry 
Asset utilization with all the mergers and acquisitions by INEOS its good facilities available for production, same for the human resource knowledge and expertise as an asset brought when joint ventures go through.

Industrial relations through staff motivation and minimizing trade disputes as was the case for Grange mouth the trade dispute was solve when INOES threatened to close the plant. Government invested £3000 jobs where saved 

Technology & R&D due to the nature of the industry and its fierce competition INEOS has the competitive edge technology as it has invested a lot in R&D and innovation.

Porters Five Forces analysis in the Petrochemical Industry Competition 
This model was chosen as will give a general examination of the forces influencing the organisation. 

Competitive Rivalry (Very Strong)

INEOS is not in pole position as it has stiff completion from the likes of BASF, Dow Chemical, Exxon Mobil chemical, LyondellBasell Industries
intensity of rivalry (Very Strong)

New Entrants 
Barriers to Entry (Weak)
Large of capital is required this is a multi-billion industry.

New business will struggle are the top ten big players are well recognised by their logos (brand) and have huge capital at their disposal so if it’s a small business it will soon be swallowed up by the big fish.
 
Products are differentiated by quality and not inimitable. For INEOS its products are well known for their quality and at competitive price.

Due to high taxes especially in Europe, even INEOS is finding it hard to be cost effective. It’s one of the reasons its branched to shale gas(fracking) to be able to produce it a home (UK) then he will be able to compete effectively with its competition in North America, Middle East and China.



Suppliers (strong)
Supplier base is big enough 

Well established supply chain 

Raw materials prices are volatile and sometimes due to discrepancies  

Customer behaviour change move to competitors is high due to the joint ventures and partnerships in the industries.

Buyers (Strong)
There so many buyers in the market as it’s a B2B 

INEOS has a variety of chemical products and its growth strategy and making its presence felt in chemical markets on a global scene.

Threats of substitution (moderate)
Alternative energy, Nuclear, Solar Wind, hydrogen gas

Other external environment threats to INEOS in the external environment 
Fluctuating oil and gas prices

Uncertainty due to political tension in Europe regarding Brexit.
Strong opposition from environmental activities and legal battle with the Scottish government regarding shale gas (Fracking).

Company Leadership, as company CEO and he is growing older has he groomed a successor or is he going to float the company on the London Stock Exchange, that a question for him to answer. In the meantime, let’s keep our eyes open.





















Petrochemical industry competitive landscape 

The market share concentration is this industry is high as the industry big players.


PESTEL Analysis for INEOS petrochemical

PESTEL analysis tool has been used to have a clear picture of the external environment INEOS operates in.

POLITICAL 

With the uncertainty of Brexit in United Kingdom withdrawal from the European Union many businesses are on hold as they don’t know what the future holds.

Sir Jim Ratcliffe was one of the advocators of Brexit but it’s ironic that he is enjoying the tax haven in Monaco as UK has high tax rates. Having said that as he has been accused of being a hypocrite, he is planning to move his land rover operations in UK and take over the Ford plant if it becomes available as ford operations may be adversely affected by the potential withdrawal of the United Kingdom from the European Union Brexit. 

 “Brexit could actually have a positive impact on UK shale gas development, as the government may look more favourably upon shale gas production to help deal with any potential disruptions from Brexit, he noted.”
Chang, J. and Davis, N., 2016. INEOS seeks UK shale gas revolution. ICIS Chemical Business, 290(10), pp. 10. 

In the recent past INEOS met strong opposition to import LPG and questions like how you will import/ship the gas? where being raised.  Ratcliffe persisted and made the impossible idea possible by shipping LPG to UK, reason being to undercut costs and stop relying on Russia.  

INEOS was the first company to import liquid gas in the UK as the rest were paying for the pipeline distribution, if all goes well in, the next 50 years the technology will be advanced to facilitate its importation.

The political climate in the USA has changed.  INEOS has operations in this region.   During the Obama era it was open markets and companies could compete.  There has been a policy change with the Trump administration of make “America great again” this tax policy has blocked foreign companies from competing and making it harder in the USA by raising tariffs, for example the ongoing battle with China and other countries like German.  The policy is aimed at providing good wages to Americans and cheap products for home industries to grow. For companies like INEOS with such a political manifesto rising of taxes bring about uncertainty. 

With this emergent environment, means that the strategic management team at INEOS must critically assess their strategies before implementation or update the existing strategy regarding its operations in North America.

ECONOMIC
The petrochemical industry is affected by global economic factors including risks associated with a recession and our customers’ access to credit.  It was difficult to get credit during the recession on 2008 

 “INEOS is a business that is closely linked to GDP. Our commodity chemicals either end up as consumables or durables so we are always exposed to global demand, but we have been stress tested in the worst recession that we have seen in 30 years and we are still here, and our financial position is better today than it was going into that in 2008. We have to ride the economic cycle, there is no question of that, but I think that we are in good shape to do it.” https://www.ineos.com/inch-magazine/articles/issue-1/financial-times/

Due to the high taxes in the UK INEOS chairman decided to move the company headquarters out of the United Kingdom.

Due to consumer demand changes it poses a risk to our products and economic environment the business faces risks.

INEOS trades in different markets this will impact the currency as the rates are different for most countries/regions.

In April 2008 INEOS, was embroiled in an industrial dispute in Scotland at Grangemouth refinery over workers’ pensions.

SOCIAL 
Society is experiencing a lot of changes regarding pollution and calling for fewer plastic products. The company engages with the community and makes sure they are aware of what the company is doing and what is going to be expected.

TECHNOLOGY 

Being a chemical company, it relies heavily on technology. And data breach of operation disruption will have a heavy impact on the financial resource.








Environment
Due to franking- environment campaigners, are calling out on the business for polluting the environment.

Ratcliffe reluctant that oil is to stay but government what to cut carbon emissions in 12 years.
On Radcliffe’s side in the USA this is nonsense – oil production in America is at a core of oil any idea of cutting down oil production will affect economies like USA. 

On the other hand, the G7 that took place in Poland to decrease climate change put down regulars and INEOS   are committed to sign the treaty to cut the carbons emissions


LEGAL 
INEOS operates in different regions of the world and should take into account when they are determining the strategy as different countries have different customers, health and safety, cultures and customer. For example in 2016 INEOS was ordered to pay for caustic soda poured in the Manchester ship canal.

























Industry competitive landscape

Competition is fierce in the petrochemical industries which are brought on by new and current competitors in the market and this is a threat and advisedly affects the competitive position of INEOS and its overall operations.  

The businesses exposed to competition by several geographic markets and the industry it operates in is based primary on price, product performance, and quality, delivery of the product and customer service.

 INEOS faces competition from both global and regional companies as business to business range from large and small.

Its companies the advantage INEOS derives from this as it deals with both large and small.

NEOS chairman Jim Ratcliffe sees UK shale gas as a critical component to long-term petrochemical competitiveness. With INEOS leading the front on development, he expects commercial quantities of UK shale gas flowing in four to five years. CHANG, J. and DAVIS, N., 2016. INEOS seeks UK shale gas revolution. ICIS Chemical Business, 290(10), pp. 10. 
INEOS faces a potential of risk of losing its customer as the industry experiences a lot of mergers, joint ventures and alliances.  There is a risk of losing the customers to competition in the process

INEOS faces many major competitors in the industry and BASF is the major leading business in the chemical industry and in the USA the major players are Dow Chemical, Exxon Mobil Chemicals, DuPont and Chevron Phillips, in the Far East is faces Formosa Plastics, Sumitomo and in the Middle East it’s the Saudi Arabia. These are all well established and recognisable brands. INEOS major risk is cost and should invest or do joint ventures in areas he can have raw materials at a cheaper cost.



















Green Strategy
Due to chemical companies polluting the environment and carrying out research for alternative energy to fossil fuels has sparked an outcry of its impact to global climate change.
 
“Fracking is a highly emotive and controversial subject in the UK and there has been widespread opposition to the oil and gas extraction process. INEOS has clear targets for shale exploitation to support its manufacturing activities in Europe following its decision to import US ethane on a large scale as feedstock for its European crackers in Refines, Norway, and Grangemouth, Scotland …INEOS has said it will offer financial incentives to landowners and local communities affected by its on-shore exploration and production activities. Chang, J. and Davis, N., 2016. INEOS seeks UK shale gas revolution. ICIS Chemical Business, 290(10), pp. 10
The company will also implement a green strategy and produce products with are environmentally friend by cutting emissions. Organisations like Green Houses Gases (GHG), Kyoto protocol, Copenhagen Convention have setup regulations for the industry to follow and other air emissions. 















Internal Environmental Analysis for INEOS
Core competency 
The core competency for INEOS is refining and selling of petrochemical products which are of the highest quality and difficult to copy and selling them at competitive price. It’s proud of its quality products due to the innovative technologies and production practices.

Value Chain Analysis 

From the 1980s-1990s, saw shift from market competitive resources.  

Market approach
what was happening in the market then, 1985 it was market to stock, and this accounted for too much inventory, which was in support of Porters view but it then changed as of present manufactures are manufacturing to order, you place an order then manufacturing starts on the order which reduces inventory levels. 

The times saw a big shift from Henry Mitzberg response to Porters strategy which was based mainly on external forces in the environment as it was not the answer to every business. Mitzberg view was a resource base view and strategic managers had knowledge of what resources the company has and concentrate on how to add value to gain competitive advantage over its competition.

Downsizing is strategic change in any business where you just focus on what you do best if any resource you own does not contribute to your core business get rid of it. 

INEOS has patents and licences with this resource it gives the business a competitive advantage as it alone has the regal rights to manufacture that particular product and competition can no imitates as it will be breaching the rights.

with its ambitions in Europe INEOS group announced a major expansion programme in Europe and is entering a new industry sector as it leverages new found abilities. The INEOS Group in gaining flexibility, feedstock and adding value to its operations is INEOS mantra – breaking move in shale gas is underpinning its strategy and growth plans and this is in olefins and derivative production.
The company to fill the gap as its has shortage in ethylene and propylene the n order to address this shortage and increase its self-sufficiency, the company announced in June it would spend $2bn to build a 750,000 tonne/year propane dehydrogenation (PDH) plant and expand cracker capacity at Grangemouth, UK, and Rafnes, Norway, to more than 1m tonnes/year each”. Burridge, E., 2017. Adding value in Europe. ICIS Chemical Business. p.6-7.







VRIO Framework Analysis

The organisations potential for competitive advantage depends on the Value, Rarity and imitability of its resources and capabilities to fully utilise its potential,

INEOS has all the 
V =   yes –   competitive advantage 
R =   NO    =     no competitive parity  
I   =   yes   =    Competitive advantage 
O =   yes =    sustained competitive advantage 

Linking resources and capabilities to competitive advantage 

Physical resource/ Geographical locations INEOS has ownership of land -Gas field’s (please refer to appendices global operations of INEOS)

Factory & equipment the joint venture with PetroChina Co. (PTR), China's largest listed oil firm by capacity, “said Sunday it finished forming two joint ventures with INEOS Group Holdings PLC that will conduct crude oil refining and trading, a deal in which PetroChina is paying INEOS $1.015 billion. Using assets at Scotland's Grangemouth refinery and France's Lavera refinery.” Anonymous, 2011, Jan 27. Sinopec, INEOS Sign MOU On China Petrochemical Plant. Dow Jones Institutional News.
Logo- Powerful brand , and INEOS is known for its quality products.

Patents/licences
INEOS has over 1m acres of shale gas licenses in the UK and is the largest player in the country, he noted. “I think we’ll see commercial production within four to five years,” said Ratcliffe. Chang, J. and Davis, N., 2016. INEOS seeks UK shale gas revolution. ICIS Chemical Business, 290(10), pp. 10
Human resource  
All employees employed by INEOS has the skill and capability to keep the company in a strong position, looking at the senior team their background speaks for its self and this is one of the strong resources/capabilities for INEOS.  Please refer to the appendices 
In his interview Ratcliffe states that “…NEOS is a capital-intensive business. We don’t have that many people so the people that we have must be extremely well qualified, which typically means that we have a lot of graduates in the organization. We inherited a lot of extremely good people from the various acquisitions that have always been made from blue-chip companies…” https://www.ineos.com/inch-magazine/articles/issue-1/ineos-capital

Financial Resources 

This was a hugely transformational deal for the group, paying down $1bn of bank debt, which helped further reduce leverage from 4.4 times EBITDA to about 3.5 times EBITDA. https://www.ineos.com/inch-magazine/articles/issue-1/financial-times

Technology used in the business – hardware and software 
Firms Plants and equipment – robots used in manufacturing as this is a chemical industry.

INEOS STRATEGIES OVER THE YEARS 1998-2019

Because of scale of operations INEOS uses both emergent ad prescriptive strategies 

Uses the emergent strategy when the environment changes for example when the company decided in 2012 to consider possible divestments of its high –density polyethylene HDPE plants at Rosignano in Italy an sarrale in France because of a strategy review and they were not nitrated with company feedstock’s these are plants they acquired in 2005 from the innovene business from BP.  “The divestment, however will only go through if it is in the interest of the (INEOS Olefins & Polymers Europe and the long-term future of the sites “Frabtzabas, S., 2012. INEOS Considers Divestment of HDPE Plants in Italy and France. Chemical Week, 174(13), pp. 17
Its prescript strategy comes in when its strategizing its Investments as this is something you have to plan in advance.

Strategic Merges & Acquisitions and Joint Ventures 

From Corporate point of view Joint ventures is the best way to share and utilize the assets from another company with low risk compared to acquisitions.   Since April 1998, when INEOS was established with the acquisition of the Belgian “Oxide” assets from Inspec plc, we have significantly expanded, both through a series of strategic acquisitions of businesses and assets from major chemical companies, and through organic growth
Several of INEOS petrochemical facilities are owned and operated in joint ventures with third parties.

The acquisition supports INEOS' strategy to grow its petrochemical business. Also, the addition of the Lavera and Grangemouth refineries further integrates the business upstream. Mergers and Acquisitions. 2005. Chemical Engineering Progress, 101(11), pp. 14.

Between 1998 to present a serious of acquisitions have taken place making the business operate on a large scale.  Please refer to appendices.

Growth Strategy

November 2015, INEOS, purchased 12 gas fields in the UK North Sea from German firm DEA, this was a strategically bold move and a game-changer for the company.  The acquisition brought significant expertise in exploration and subsurface, geology and seismology.  Burridge, E., 2017. Adding value in Europe. ICIS Chemical business. p.6-7.





Diversification Strategy 
With this strategy Ratcliffe has ventured in other businesses that have nothing to do with chemical manufacturing and refinery.
INEOS Belstaff a motorcycle clothing company in the retail sector was added to the company assets and raised an eyebrow and questions of how this is going to help INEOS.  This was a niche market for celebrities which was a long way from the likes of petrochemicals. But given that fact he is an entrepreneur they always take risks and see what other don’t see and they jump on any opportunity that presents its self.

The Belstaff company clothing is made of strong materials and of innovating and technical performance, since he is in manufacturing and refining, this was something close to home or used it for sustainability and can get easy access to the supply chain for raw materials and source at low prices.
 cost since the materials are oil based/chemical.

In 2016 he made another controversial move he branched out again and invested £650 million in a franking business it’s different, but it linked to core business. The process is to extract gas from stone which is compressed to form gas. This was a risky move if all went wrong and the English government said not to fracking £650m very expensive and could damage the business.

 Another analytical view might be, the reason INEOS decided on this risky strategy, was to find alternative solution to fossil fuel and adhere to the environmental regulations, or maybe be ready for the future is plastic is doomed as the future for the automobile industry is being shaken up by the electric car.
This was very controversial, and he is embodied in a battle with the Scottish government as its claim franking not been studied in detail and it causes earth quake

He further invested in Land rover which was discontinued and wants to revive it, currently he hopes to bring the Land rover to market by April 2019.  For the automobile may be due to the revival of the electric engine and the ban on petrol and diesel in future he sees an opportunity being an entrepreneur to get hold of the plants e.g. Ford factory as it is threatening to move out of the UK due to the uncertainty in the UK
Then he moved into sports and acquired then acquired the Swiss football team FC Lausanne-Sport. INEOS decision to by the club was to give back to the youth community after years of INEOS investment in the community 
Another addition to INEOS’s many businesses was the investment of £600m to build a 4x4 and revive the Land Rover Defender, yet again he spotted another gap in the market once again it’s for a niche market of farmers, forestry workers adventures and defender lovers or fans thought the world.
As an entrepreneur he clearly sees plenty of potential opportunities.
Whether or not these businesses could be classed as unloved is not certain, but Mr Ratcliffe clearly sees plenty of potential in them

Investment strategy
Which each investment INEOS has strategically positioned itself in easy reach of its suppliers and customer and this has helped the company cut cost as of benefited from the cost. Since January 1, 2007, INOES have invested approximately €5.3 billion (including investments in divested assets) their production facilities to ensure that they operate efficiently. The company revenue for year ended December 31, 2017, €15.2 billion and our EBITDA before exceptional was €2.5 billion. www.inoes.com. www.ineos.com .
[bookmark: _Hlk535857169]Sir Jim Ratcliffe has yet made another investment as the business has the financial resources to do so “The €3 billion investment is the largest investment in the European chemicals sector in 20 years and could be a game changer for the Belgium economy. Ratcliffe’s latest investment comes despite warnings that uncertainty around Brexit “(Steiner. R, 2019).
Low cost leadership strategy
The company focuses on cost reduction and increase profitability. INEOS uses its fixed asset investment to expand into products with higher value.

Strategic change INEOS made by importing LPG to be brought in big exclusive tankers – for use in the chemical processing plants in (Grange mouth) Scotland and …why exclusive, how does it fit in the INEOS Strategy.? Strategic management must be responsive to changing environments as there is a need for alternate product for plastic INEOS had to change its strategy to be able to have LPG. 

Another strategic change in INEOS when it bought the gas fields with giant oil Conoco Phillips – buy gas field. This is a risky strategy by INEOS to invest in Oil & Gas – but as always, its always risky deals by tasting the waters as he always say when asked so far he has been lucky. The reason why he tried to make a deal because he ambitious and wanted to shake up the industry.

By investing in Gas and Oil so risky therefore it might lead to some of its big customers to look somewhere else. For example, Taata is the biggest user of INEOS’s products (mixed chemicals) they might not be happy with INEOS as they are also protecting their business since it’s an emergent environment, they too must change their strategies to be able to compete and maintain their position in the market.

INEOS' alternative strategy appears to be based on being the no frills, low cost provider in the chemical industry of the Western Hemisphere. So far, the INEOS approach in streamlining newly acquired companies has been successful as reflected in INEOS' low ratio of employees to sales and EBITDA. Anonymous2006, Dec 07. CMAI Outlines INEOS' Strategic Business Position. PR Newswire.

“The $2bn investments announced by INEOS match the company’s strategy to develop gas-based units which, in the long run, could be boosted by its own domestic shale gas production”. Lopez, J., 2017. Shale drives INEOS $2bn investment. ICIS Chemical Business, 291(24), pp. 9.

Financial Analysis

With all its combined business INEOS ranks among the big player in the industry. The total revenue of the chemical producer from 2014 to 2017, 
2017 revenue amounted to 15.2bn Europe’s an increase compared to the previous year 2016 revenue at 12.6bn Euros.  

2015 revenue was down to 137.2 as explained in the report between 2014 and 2015 the oil and gas prices fell, and it affected the company’s revenue.
2014 revenue was 172.2bn Euros

This statistic shows the annual revenue of chemical producer INEOS Group from 2014 to 2017. In 2017, the company's revenue amounted to 15.2 billion euros, an increase compared to the previous year at 12.6 billion. Refer to appendices.

By analysing INEOS’ financial statements I obtained financial ratios which let to me to conclude that INEOS’s strongly profitable, thought there some areas which needs improving.  

Revenue increase by 20.6% for year ended 31/12/2017 as compared to 31/12/2016 the increase in revenue was due to an increase in selling prices which followed a rice in crude oil prices.

Gross profit increased to 8.8 % for 2017 as opposed to 2016 these show improved margins for the O& P Europe segment due to higher olefin margins driven by exceptionally good butadiene market conditional and higher crack margin.  The group benefits performance.  

2016 INEOS made a profit of 4.3bn and achieved a record profitability of 4.3 billion of EBITDA and managed to repay 1.2 billion of debt from its cash resources and refinance 4.4 billion euros of debt saving 100 million euros annually. https://www.ineos.com/news/ineos-group/ineos-achieves-record-profitability/
Cost of sales increased by 23% for year ended December 31 2017, 
Group saw increase in distripution costs £11.2m as compared to 2016.  
Operating profit increased by 10%, share profit also increased 
On a general basis INEOS financial position was as is still stable as it has a big profit and the group should think wisely where to invest next to increase their future profits and position in the market,  refer to financial statements in the appendices
Recommendations
Based on the industrial analysis for the chemical industry it faced with challenges and opportunities. In the external environment for example it’s with the emergent view INEOS keeps changing its strategies to meet the current and future demands and changes in the environment. 
In addition to leading other people, strategy is an important consideration when measuring leadership performance. According to Gill (2011), leadership is about vision and it is upon which goals and strategies are formulated. At the same time, it is from the vision that businesses conduct strategic planning to make the various strategic decisions. These strategic decisions also have an impact on leadership. Hickman (2010) points out that strategic decisions affect how leaders handle the intended coordination of actions to align the firm to its environment.  Ratcliffe is not getting any younger is he going to remain CEO for long/ what is his leadership characteristics maybe he can he look at the possibility of floating his shares on the London Stock Exchange (LSE.)

The strategic analysis of the external business environment reveals that INEOS’s strategy through the 1990-2018 – the management team stuck to what they are good by taking risks – importing shale gas, joint ventures with one of the largest petrochemical company in China which bumped up his position in the market, asset stripping, disinvest companies he thought where not at the core business, making big investments and the companies up to today are searching and looking out for opportunities to move next to given the capital which is available to be spend to something that’s going to give it a competitive edge. The strategic team has used both emergent and prescriptive strategies where necessary.
Given its resources and capabilities the best strategic options for INEOS is to continue being aware of the environment in which it operates as its more emergent than prescriptive and should invest wisely.
And with its financial resource I would recommend he invests more by either joint ventures with companies which are going to boost his position and increase his revenue.
Another recommendation is to invest in innovation would through research and development suggest it carries out more research as the plastic industry is facing a lot of challenges the industry is looking for an alternative to plastic INEOS should be ready is that time comes and try to invest in renewable energy 
INEOS has lots of licences and patents I would recommend if they renew the patents and be able to cling to that position in the market while trying to invent new products to get competitive advantage.
Technology used in the chemical processing, chemicals are very dangerous to humans and my recommendation for INEOS is to invest in Artificial Intelligence and replace the workers who work in dangerous sectors of the chemical industry with automated machines. I think this will work good for him as he is against Trade Unions this will minimise accidents to the workers and avoid costly legal battles.  And as its Corporate Social Responsibility for organisations especially in the chemical engineering plants to look after its workers.  Some would argue that robots are replacing humans but in the case of chemical industries I think its idea and instead of the workers being made redundant the companies should look at their skill and offer them training a placed within the organisation this will cut cost of recruitment
Product life cycle of oil production is problems for INEOS should get strategy to shift to reduce oil-based products – pressure from environmental activists 

INEOS is competing with big players in the market with the leading competitor e.g.  BASF (Germany and the other top 4 whose annual revenue over £60bn. INEOES has to find ways of how the company can achieve the top position.  
Recently started to invest in oil and gas they secure is supply chain he can invest off coast of Scotland in franking attempt to Sucre supply chain to be competitive buy shares in oil and gas extraction -

Africa? He should invest in Africa oil extraction as a continent we are not yet ready to oil as the infrastructure is not in place.  But he can find alternatives as was the case for mobile phones they used mobile masts.  For example, to use his capabilities in the UK and ship the skills and capital millions) to put the infrastructure in place.  The reason I gave this after thought is that Sir Jim Ratcliffe is a risky taker as shown in the report regarding INEOS using risk strategy in its operations.  Again, he is of the view and believes that oil is there to stay and it will take a long time to stop relying on plastic he should invest in emerging countries. 
As we did for electric, we did a leap forward and built mobile masts instead of laying cables 












CONCLUSION
Despite all INEOS has managed to be successful even though it’s not on the London stock exchange as its owner does not see why he should make the company it public.
With his leadership style so long as he remains the CEO for INEOS Sir Jim Ratcliffe will continue to pursue his interests and take risks, invest in controversial projects and trend where no one dares to as he continues to seek opportunities where he can cut costs as he believes by extracting shale gas in the UK and reviving the manufacturing sector of the North he is cutting cost and giving back to the community by providing employment.  He will also continue asset stripping as he has been in
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	Financial Analysis for Strategy Cases: Ratio Analysis-INEOS 
	 
	 
	 

	Roll your mouse over cells with red triangles for a pop-up explanation of cell contents.

	 
	
	
	
	
	 

	Three easy steps to using this spreadsheet
	
	
	
	 

	 
	
	
	
	
	 

	1. Get hold of the following company documents for the last FIVE years1:
	
	
	 

	 
	
	
	
	
	 

	Balance Sheet
	
	
	
	
	 

	Profit & Loss Account
	
	
	
	
	 

	Notes to the accounts
	
	
	
	
	 

	 
	
	
	
	
	 

	2. Transfer the figures from the relevant financial statements to the DATA COLLECTION section below.

	3. Use the pop-up notes on each ratio to interpret the results shown in the ratio sections below.

	

	 
	
	
	
	
	 

	N.B.  A single ratio figure is of little use and should not be used to draw any conclusions about a company.  Ratios should only be used for time series analysis (i.e. the company's performance over time) or cross-sectional analysis (i.e. comparing two organisations).

	

	

	 
	
	
	
	
	 

	 
	 
	Type last five years in cells below
	 

	DATA COLLECTION
	2017
	2016
	2015
	2014
	2013

	 
	 
	 
	 
	 
	 

	Current Assets
	11,048
	11,359
	10,282
	9,095
	9,137

	Current Liabilities
	9,351
	10,928
	10,846
	10,359
	10,100

	Sales
	15,210
	12,610
	13,729
	17,221
	16,623

	Long-Term Loans
	6,095
	7,948
	8,009
	7,673
	7,207

	Total Debt
	6,193
	8,067
	8,348
	7,757
	7,297

	Earnings Before Interest and Tax (EBIT)
	2,529
	2,331
	2,210
	1,904
	1,512

	Net Profit (after tax and interest)
	1,998
	1,233
	911
	 
	 

	Debtors
	 
	 
	2
	0
	0

	Cost of Goods Sold
	12,524
	10,141
	11,318
	 
	 

	Average Stock
	1,247
	1,068
	957
	1,009
	1,320

	Fixed Assets
	6,723
	6,576
	5,904
	 
	 

	Net Assets
	 
	 
	 
	 
	 

	Gross Profit (Sales less Cost of Goods Sold)
	2,686
	2,469
	2,411
	 
	 

	Interest
	8
	9
	9
	 
	 

	Operating Expenses
	419
	407
	388
	 
	 

	Equity
	1,697
	430
	564
	1,263
	9,631

	Number of Ordinary shares
	1
	1
	1
	 
	 

	Dividend per Ordinary share (as £ per ord. share)
	779.4000
	779.4000
	779.4000
	 
	 

	Total dividend
	260
	261
	2,441
	 
	 

	Reserves
	2,183
	1,713
	1,715
	1,662
	1,464

	 
	 
	 
	 
	 
	 

	[bookmark: RANGE!B45:G73]THE FIVE KEY GROUPS OF RATIOS
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Profitability ratios
	2017
	2016
	2015
	2014
	2013

	Return on net assets (i.e. ROCE)
	27.05
	21.33
	20.38
	18.38
	14.97

	Return on equity
	117.77
	286.77
	161.44
	0.00
	0.00

	Gross profit margin
	17.66
	19.58
	17.56
	0.00
	0.00

	Net profit margin
	16.63
	18.48
	16.10
	11.05
	9.09

	 
	 
	 
	 
	 
	 

	Activity ratios
	 
	 
	 
	 
	 

	Net asset turnover
	1.81
	1.80
	2.57
	13.63
	17.26

	Stockholding period (in days)
	36
	38
	31
	#DIV/0!
	#DIV/0!

	Debtor collection period (in days)
	0
	0
	0
	0
	0

	Creditor payment period (in days)
	224
	316
	288
	220
	222

	 
	 
	 
	 
	 
	 

	Liquidity ratios
	 
	 
	 
	 
	 

	Current Ratio
	1.18
	1.04
	0.95
	0.88
	0.90

	Quick assets (i.e. acid test)
	1.05
	0.94
	0.86
	0.78
	0.77

	 
	 
	 
	 
	 
	 

	Capital gearing ratios
	 
	 
	 
	 
	 

	Gearing ratio
	0.61
	0.79
	0.79
	0.73
	0.40

	Debt to equity
	1.57
	3.71
	3.51
	2.62
	0.65

	Interest cover
	312.27
	253.35
	251.14
	#DIV/0!
	#DIV/0!

	 
	 
	 
	 
	 
	 

	Investor's ratios
	 
	 
	 
	 
	 

	Current market price of share2 (£ per ord. Share)
	 
	 
	 
	 
	 

	Earnings per share (pence per share)
	199,830.00
	123,340.00
	91,050.00
	#DIV/0!
	#DIV/0!

	Price/earnings ratio
	0.00
	N/a
	N/a
	N/a
	N/a

	Dividend yield
	#DIV/0!
	N/a
	N/a
	N/a
	N/a

	Dividend cover
	7.69
	4.73
	0.37
	#DIV/0!
	#DIV/0!
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MANAGEMENT TEAM AT INEOS 
James A. Ratcliffe has been the Chairman of INEOS Capital since 1998. 65YEARS, 61.804% Limited share capital , has over 30 years of experience in the chemical industry, is experienced in managing buyouts of chemical companies 

Andrew Currie has been a director of INEOS Capital since 1999. 
Mr. Currie has a degree in natural sciences from Cambridge University and spent the first 15 years of his career with BP Chemicals in various technical and business management functions. 

John Reece joined INEOS Capital as Finance Director in January 2000 
He was previously a partner with PricewaterhouseCoopers, where he advised companies in the chemical industry. Mr. Reece has a degree in economics from Cambridge University and is a Chartered Accountant. 

Jim Dawson became a non-executive director of INEOS Capital Limited in 2005.
Rd. Dawson has been serving as a consultant to INEOS since 2001. Rd. Dawson served as a director of Shell International Chemicals until 2000. Dr. Dawson has a first degree in chemistry and a Doctor of Philosophy from Oxford University.
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The following table provides an overview of our capacity, global market position and leading regional
market positions with respect to our key petrochemical products.

Full-year
capacity as of
Key products December 31, 2017 Selected market positions"’
(Kilotonnes)
Ethylene... ... 4,837 #1 in Western Europe
#6inUS.
Propylene.... 1,517 #5 in Western Europe
#13inU.S.
Polyethylene .. ...3,086 #1 in Western Europe
#6inUS.
Polypropylenc.... 1,721 #5 in Western Europe
#5inUS.
Ethylene Oxide 935 #1 in Western Europe
#8 Globally
Ethanolamines ... 233 #1inUS.*
#1 Globally*
#3 in Western Europe*
Phenol... .. 1,870 #1 Globally
#1 in Western Europe
#2inUS.
Acetone.... . 1,139 #1 Globally
#1 in Western Europe
#2inUS.
Acrylonitrile ... .. 1,287 #1 Globally
#1 in Western Europe
#1inUS.
Linear Alpha Olefins #3 Globally
#1 in Western Europe
#3inUS.
Poly Alpha Olefins #3 Globally

#1in Western Europe
#3inUS.

exant and INEOS—2017
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SELECTED FINANCIAL INFORMATION

The following table sets forth selected historical consolidated financial information for INEOS Group
Holdings S.A. for the years ended December 31, 2017, December 31,2016 and December 31, 2015.

At or for the year ended December 31

2017 2016 2015

(€ in millions)

Income Statement:

Revenue.... 152104 12,609.9  13,729.4

Cost of sales. (12,524.2) (10,141.1) (11,318.4)
Gross profit.. 2,686.2 2,468.8 2,411.0

Distribution costs.. (206.5) (195.3) (212.1)

Administrative expenses (418.6) (406.9) (388.3)

Operating profit 2,061.1 1,866.6 1,810.6
Total share of profit of associates and jointly controlled entities using

the equity accounting method 1435 29.3 74.4
Profit on disposal of fixed assets 2.6 37 38

Profit before net finance costs
Net finance income/(costs) ..

1,899.6 1,888.8
(326.0) (740.6)

22998 15736 11482
(G0LS)  (3402)  (237.7)

Profit before tax from continuing operations
Tax charge

Profit for the year from continuing operations .. 1,998.3 1,233.4 910.5

Other Financial Data:

EBITDA before exceptionals'” . 25294 2,330.8 2,210.0

Depreciation, amortization and impairment 468.3 4429 383.4

Capital expenditures'" ... 914.6 691.9 454.0

Total Indebtedness® 6,193.0 8,066.9 8,347.9

Net debt” 5,862.8 6,699.9

(1) Capital expenditures represents payments to acquire property, plant and equipment as recorded on the consolidated cash flow
statements.

2 Total debt represents long-term debt plus short-term debt, including finance lease obligations before deduction of unamortized

debt issuance costs. Under IFRS, debt issuance costs are deducted from the related debt amounts for the purposes of balance
sheet presentation and are amortized over the life of the debt.

3) Net debt represents total debt less cash and cash equivalents.

@) EBITDA before exceptionals represents operating profit before depreciation, amortization, impairment and exceptional charges.
In accordance with IFRS, we use both the FIFO and weighted average cost methods of accounting for purposes of determining
our inventory cost in connection with the preparation of our audited annual consolidated financial information. EBITDA before
exceptionals is based on the FIFO and weighted average cost methods of accounting for inventory used in connection with the
preparation of such financial information. EBITDA before exceptionals is derived from income statement line items calculated in
accordance with IFRS on a historical cost basis. Although our EBITDA-based measures should not be considered a substitute
measure for operating profit, profit, cash flows from operating activities or other measures of performance as defined by IFRS,
we believe that they provide useful information regarding our ability to meet future debt service requirements. The EBITDA
measure presented may not be comparable to similarly titled measures used by other companies.
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CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2015

Revenue.......

Total cost of sale:

Gross profit...........
Distribution costs.......

Administrative expenses before exceptional items

Exceptional administrative expenses .................

Total administrative expenses....

Total expenses....
Operating profit
Share of profit/(loss) of associates and jointly controlled entities

using the equity accounting method..

Profit/(loss) on disposal of fixed assets
Loss on disposal of businesses.......
Profit before net finance costs..

Total finance income.
Finance costs before exceptional item .

Exceptional finance cost .....

Total finance costs .

Net finance costs

Profit before tax from continuing operations .......
Tax charge ......
Profit/(loss) for the year from continuing operation...

Note

2

2015 2014 2013
€m

13,729.4 17,2205 16,622.7
(11,3184)  (151739)  (15,027.3)
2411.0 2,046.6 1,595.4
(212.1) (203.8) (222.2)
(372.3) (333.5) (274.1)
(16.0) (62.7) (25.9)
(388.3) (3962) (300.0)
(600.4) (600.0) (522.2)
1,810.6 1,446.6 1,073.2
744 (216.9) (49.8)
38 (14) 0.1
- (349.0) (248.1)
1,888.8 879.3 775.4
165.1 114.6 115.7
(774.1) (707.7) (591.3)
(131.6) = (121.1)
(905.7) (707.7) (712.4)
(740.6) (593.1) (596.7)
1,148.2 286.2 178.7
(237.7) (322.9) (312.9)
910.5 36.7) (134.2)

The notes on pages F-10 to F-85 are an integral part of these consolidated financial statements.
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The reconciliation of INEOS operating profit to EBITDA before exceptionals is as follows:

Year ended December 31,
2017 2016 2015
(€ in millions)
2,061.1 1,866.6 1810.6
4683 4429 3834

- 213 16.0
2,529.4 2,330.8 2210.0

Operating profit
Depreciation, amortization and impairment
Exceptional charge:
EBITDA before exceptionals ..
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The extent of our business integration from upstream to downstream for our major products is
summarized as follows:
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Consolidated Results

The following table sets forth, for the periods indicated, revenue and expenses and such amounts as a

percentage of revenue:

INEOS Group Holdings S.A.

For the year ended December 31.

2016 2015

€m % €m %

Revenue.. 12,609.9  100.0 13,7294 100.0
Total cost of sales (10,141.1)  (804)  (11,3184) (82.4)
Gross profit.. 24688 19.6 2411.0 17.6
Distribution cost: (1953) (1.5) (212.1) (1.5)
Administrative expenses before exceptional

items........... (385.6) (3.1) (372.3) 27
Exceptional administrative expenses (21.3) (0.2) (16.0) (0.1)
Operating profit .. 1,866.6 14.8 1.810.6 132
Share of profit of associates and jointly

controlled entities before exceptional

items. 293 02 744 0.5
Profit on disposal of fixed assets. 37 - 38 -
Profit before finance costs 1,899.6 15.1 1,888.8 13.8
Total finance income. 200.0 16 165.1 12
Finance costs before exceptional item . (505.3) (4.0) (774.1) (5.6)
Exceptional finance costs.... (20.7)  (0.2) (131.6) _(1.0)
Profit before tax from continuing

operations . 1,573.6 12.5 1,148.2 84
Tax charge.. (340.2) _(2.7) (237.7) (L7
Profit after tax from continuing

operations 1,233.4 9.8 910.5 6.6

Year Ended December 31, 2017 Compared With Year Ended December 31, 2016




