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[bookmark: _Toc522713910]Introduction

The business market on a global level has been continuously evolving. With numbers of organisations operational in almost every sector, the competition is on rise like never before. In addition to this, it may also be stated that the needs and requirements of individuals have been changing at a substantial level as well. Therefore, organisations in recent times are required to adapt themselves in accordance with the market needs and requirements. This would allow them to continue holding a sustainable position in long run. However, in order to adapt to changes as such, it is essential that substantial steps are taken which are thoroughly planned and properly implemented (Piercy, 2016). The changes which are prevalent in the business market are required to be understood in prior and accordingly strategic business plans are needed to be developed and followed by the organisations.  Strategic organisational management is regarded as the key for development and effective growth in any organisation, irrespective of the sector it is functional at. Having a detailed analysis concerning the market scenario and current position of the organisation in context to the same provide clearer picture to managers and administrators. Thus, planning for development is done accordingly that would suit the business environment in most effective manner (Berry and Green, 2016). In this specific assignment, the requirement of implementation of strategic management within a renowned chemical organisation, INEOS have been presented. In order to progress with strategic management planning a prior analysis of the current internal and external environment has been done for recognizing the major opportunities and potential challenges for the organisation. Furthermore, discussion about the options that can be taken up by the organisation and potential barriers along with the strategies that can be adopted to mitigate those barriers have been discussed in details as well. Thus, a holistic approach for strategic management planning has been considered for the completion of this assignment. 


[bookmark: _Toc522713911]a) Carry out a strategic internal and an external analysis using any relevant analytical framework or strategic analysis tools.

Company Overview: 
Ineos Group Limited is one of the most powerful names when it comes to the chemical sectors. It is recognised as a global manufacturer of chemicals and oil products. The company is owned privately and with the headquarters located in Rolle, Switzerland (Ineos.com, 2018). The company was founded by Jim Ratcliffe, and also holds the position of a Chairman of the company as well. The organisation holds a diversified portfolio concerning products that they produce and offer. There are wide ranges of products which are available from the part of the organisation which includes pharmaceutical, white goods, textiles, food & packaging, agrochemical, fuel and lubricants, automotive & transport. The ranges of products offered by the company is recognised to be helpful in improvement of health, saving life, contributing to upgrading living standards for all the consumers of the products around the world. 
The company has been able to garner a global significance within a short span and is huge in terms of sales. The sales revenue as per 2017 was an approximate of £40 billion (Ineos.com, 2018). The activities of the organisation are systematic as well. There are 72 site locations for the company which are operational in 16 different countries around the globe. The company, further, employs an approximate of 17,000 individuals (More-nmp.eu, 2018). These individuals are highly professionals and have standard experiences in the mentioned field. Another main business of the organisation is licensing the technologies necessary to the petrochemical industry. The organisation also provides additives, coating and technical staffs. The INEOS technologies are referred as non-captive technology licensor for polypropylene, polyethylene, polystyrene, vinyl and chlor-alkali businesses as well. The INEOS technology is operational in 15 different locations around the world. Providing state of art technology is regarded as the key focus by the scientists and engineers employed within the organisation (Ineos.com, 2018). There are a total of 8 Research and Development Centres of the organisation in different parts of the globe. 
In order to progress with any strategic management functioning in most suitable manner, it is essential that a transparent comprehension concerning the internal and external environment of the organisation is recognised. This would provide a better scope for the managers to plan a strategic management process that would enhance the overall organisational productiveness as well as reputation (More-nmp.eu, 2018). In order to conduct a substantial internal and external environment analysis, it is essential that different aspects are given proper consideration. This would ensure that not any point is being missed out. Therefore, following certain frameworks for the internal and external analysis would be effective in maintaining that all these standards are followed to reflect the exact position of the company. 
SWOT Analysis: 
One of the most widely utilised tools for internal environment analysis is the SWOT framework. In order to recognise the major strengths and weaknesses of the company, the same has been utilised in this particular section. Given below is discussion of major strengths and weaknesses of INEOS, which would reflect the internal environment scenario (Sheen, 2016). In addition to this, Opportunities and threats have been also discussed which would provide a peek to the external environment of the company as well. 

STRENGTHS:
· Diversified products: One of the major strengths of the company is that it offers wide ranges of products and caters to different sections of customers. The product portfolio being diverse is an indicator towards the fact that the company is being fulfilling needs of larger segments in most efficient manner (Warner and Sullivan, 2017). By suiting the preferences of larger segments, it may be inferred that a strong foot in the market has been obtained by the company. 

· High quality end products: It may be witnessed that the company is being able to cater to the needs and requirements of the industry in most effective manner. In addition to this, it has been also providing attention to maintenance of substantial quality as well. High quality products are utilised and experienced scientists use their capabilities in best interest of the organisation (Benn et al. 2014). Thus, the end products which are manufactured are largely high in terms of quality. 

· Large Domestic Market: The domestic market in regards with chemical industry is majorly large. This, it provides the organisation better chance to utilise the available resources in most suitable manner to enhance its opportunity of growth. There are numbers of downstream industries with different segments that are explored by the said company.  In addition to this, strong export market presence is also noticeable. 

· Strong Research and Development: Proper attention is given towards research and development process which enables them with better potential to adapt to the market changes in suitable manner (López and Montalvo, 2015). In addition to this, substantial risks are also predicted in prior which is essential for coming up with best techniques to cope the issues as such. Thus, the strong research and development teams which are operational in different parts of the world can e regarded as major strength of the organisation. 
WEAKNESSES:
· Cost of finance: In this specific organisation it may be seen that even though the company has been able to generate substantial sales revenue, there are significant input that are required to be invested in varied aspects of the organisation. Therefore, it might be stated that the cost of finance is more which a major weakness for the company is. 

· Low investment on R&D: Even though the research and development team is string, it can be stated that the major part of its overall success is credited to the capability and experiences of the employees engaged in the department. There are limited resources available which may be indicative towards the fact that the full potential of these teams are not being explored (Cespi et al. 2016). 

· Multiple taxes: Since the organisation is multidimensional, one of the major obligations that are required to be faced is that the taxes are needed to be paid in multiple ways as well. The numbers of downstream branches are required to provide taxes separately, which contributes to the enhancement of overall costs. 

· Scale of production: The scale of production is comparatively low keeping in regards the functioning of companies existing in manufacturing industry.  It may be stated that the organisation is not able to produce in a large quantity even though products are diversified. Thus, it may be regarded as a major weakness as well (Näyhä and Pesonen, 2014). 
 
OPPORTUNITIES:
· Market expansion: Since the company has been operational in various parts of the world and is recognised as a global company, it may be stated that the company holds the opportunity to be functional in developing markets as well. Thus, substantial growth opportunity can be stated to persistent for the organisation in different international platforms. 

· Competency for reutilisation of renewable resources: In recent times, it can be seen that appropriate attention is given towards conservation of natural resources. Being operational in this filed for a long time now, the company employs some of the most efficient scientists (Wilensky, 2015). Hence, it may be assumed that the company holds the competency to reutilise natural renewable resources. 

· Climatic conditions: The climatic conditions have been changing at an alarming rate in recent years. However, with proper prediction to the climatic conditions in different parts of the world the company is operational in, appropriate steps can be taken that would suit their requirement in effective manner. 
THREATS:
· Lower chemical costs in developing market: It can be seen that the developing countries are opening up and are improving their performance in regards with the chemical industry.  The costs in these markets are comparatively lower. Thus, the chances of shift in preferences of clients may be stated to be persisting. 

· Threat of extinction and competition: It may be stated that the organisation is able to obtain a significant position in the market. However, continuous improvement is needed in order to ensure sustainability. Incompetency from their part may  lead to extinction of the company eventually.  Additionally, the chances of competitive organisations attaining more distinct positions are also persistent. 

· Reduction in import tariffs: The chances of reduction in import tariffs can be noted which would allow other organisations to enter the market. Thus, chances of increase in competition may stated to be prevalent as well. 
PEST Analysis: 
POLITICAL FACTORS: There are significant political factors which may have direct influence of Ineos Limited and its performances. One of the major factors is the common initiative that has been considered by the member states of EU concerning sustainable chemical industry in the year 2005. It can be regarded as the major factor responsible for defining the organisational objectives. In addition to this, it may also be taken into account that the political conditions in certain places where the organisation is operational is not stable (Ocasio and Radoynovska, 2016). Differences in regulations concerning Genno-modified products are also prevalent as well as some other molecule products.  In addition to this, it may be stated that the pricing regulations are as well as taxation rates are expected to fluctuate once the Brexit comes into action. In addition to this, it may also be stated that consideration to different regulations concerning employee benefits wage and overtime as well as industrial safety maintenance is necessary to be followed as well. 
ECONOMIC FACTOR: The impact of credit crisis may be stated to evident in case of the mentioned organisation and its performance as well. While the recent sales revenue has been decent, it may be stated that the same could have been substantially monitored, since the consumption of customers due to the credit crunch, has been reduced. In addition to this, another significant issue is that the energy prices have been significantly increasing. In order to remain functional, the utilisation of substantial amount of energy is necessary. However, due to rise in numbers of organisations in almost every sector, demand rise can be noticed. The stability of pounds has been confusing in recent times (Han et al. 2015). Therefore, the exchange rates may be difficult to be established by the company while operating in foreign markets. The basic material sector is rather effective in its performances. It may be stated that the efficiency of the chemical industry in local market has been substantially increasing as well. Thus, it may be stated that by raising capital in local market, Ineos Limited can ensure sustenance for a longer time. 
SOCIAL FACTOR: It can be stated that the industry is in requirement of substantial and skilled professionals who are young. There are varied experienced scientists working in different job roles at present. However, a deep look into the labour market indicates that only a limited numbers of individuals are selecting this filed as a career option. Hence, long term sustainability in the mentioned filed can stated to be questionable. The skill level of population can stated to be comparatively low (Wells and Meyer, 2014). However, the attitudes towards health consciousness and environmental preservation have been rising in the society. Therefore, it is necessary for organisations engaged in this sector to take into account that appropriate sensitivity towards issues as such are presented. 
TECHNOLOGICAL FACTOR: It is evident that technology is fast disrupting almost every sector. It can be stated that the industry has been also witnessing introduction of varied innovative technology in the functioning of the organisation. These technological innovations are providing better scope for the organisations engaged in the industry to make the products better in an effective manner (Alkaya and Demirer, 2015). In addition to this, with the help of technological implementation overall production can be managed effectively as well. However, regular upgrading may require substantial investment which may not be suitable for many organisations. However, the organisations in context have substantial availability of funds and hence engaging in such investments can be helpful for the company in the long run.  
Porter’s Five Forces:
It is an evident fact that the global chemical industry has been witnessing rapid changes. The same is applicable in the case of Ineos Ltd as well. Given below is the discussion of porter’s five forces in respect to the organisation in context. 
Force 1: Competitive Rivalry: it can be seen that the chemical industry is heavily competitive. There are numbers of manufacturers on a global scale having major focus on obtaining greater market shares. In UK alone there are approximately 10,000 firms offering more than 70,000 diverse products (Piercy, 2016). Hence, it may be stated that it is excessively difficult for companies like INEOS to differentiate themselves and their products from the heavy competition within the market.  It may be stated that applying value added services can be effective for price realisation since the commodities offered by almost every competitive brands may go down. Hence, it may be stated that the competitive rivalry is high. 
Force 2: Threat of new entrants: It may be seen that over the years the chemical industry has been substantially dominated by the European countries, Japan and US. However, there have been a rise of manufacturers in areas that produce hydro-carbon. Thus, specific changes in existing patterns of the chemical industry can be noted. In the upcoming years, there are significant threats that can be imposed by the newcomer companies. However, one of the most essential points to be considered is that the organisation like Ineos already holds a strong foot in the market (Sheen, 2016). The upcoming organisations may have to develop standard research and development capabilities and strengthen marketing networks. Requirement of effective management skills cannot be ignored wither. Therefore, it may be stated that the threats of new entrants are medium. 
Force 3: Bargaining power of customers: It may be seen that the chemical buyers have a huge range of options to choose from. Apart from diversification in products, there are numbers of suppliers that are existent in the market. In addition to the price of the products there are numbers of other options which are persistent, which includes quality, dates of delivery and so on.  Additionally, online access can stated to be effective in enhancing capabilities of bargaining of employees. The scope of comparing and interacting has effectively increased. Apart from Ineos, there are numbers of other companies to choose from. Thus, it may be stated that the buyers enjoy high bargaining power in the said industry. 
Force 4: Bargaining power of suppliers: Since there are numbers of suppliers in the market, it may be stated that the bargaining power is limited. In addition to this, with the advent of technological development, there are varied B2B and B2C options available that can be accessed by the buyers and appropriate details can be obtained. Even though it may be stated that the niche products may be extended by any company who may stick to a certain supplier, it may be assumed that the consumption volume would be comparatively low (Benn et al. 2014). Thus, it is evident that the bargaining power of suppliers will be low. 
Force 5: Substitution of products: It can be stated that in various instances, utilisation of chemicals have been raising questions regarding the environmental suitability. Hence, demand of other alternatives may be stated to rise in recent times. Therefore, there lies a significant chance that the products which are available in the market are replaced. These replacements may meet the standard needs and expectations of the customers. However, it is needed to be understood that in order to ensure that proper substitutes are developed, a strong research and development process may be required. Along with it appropriate investment on different resources including physical, financial and human resources may be evident. Therefore, it may nit be the most feasible alternative for majority of the companies. However, coming up with low-cost products can be another significant step that other competitors may take. This could replace the available products of Ineos. Hence, it may be stated that the chances of substitution are medium. 
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[bookmark: _GoBack]Chemistry is found to make a significant difference to the world that we live in. however, the European chemical industry is found to contribute a direct amount of €500 billion towards the economy in EU. An automatic question gets raised whether these European chemical industries shall be able to approach to their masters regarding their growing concerns (Dodgson, 2018). The European chemical industry aims to project their competitive identity upon the global platform, hence listening to their concerns is necessary on their part. Although finding suitable answer to this is just a matter of time but for Ineos time seems to be running out of their hands. There is serious challenging times approaching for Ineos as the entire status of Europe is under a situation of threat. It is a matter of dread that EU economy faces enormous challenges from both within and outside. It is upon Jim Ratcliffe the strategic director to take up the appropriate decisions on encountering life threatening troubles (Lasserre, 2017). They have a clear choice to make between a vicious circle which shall lead them to decline and a virtuous circle resulting in improvement. The choice that is made needs to be based upon the environmental policies established in EU. Such environmental policies emphasize upon actions that decarbonizes the planet and whether adequate exploitation of resources are possible or not. These exploitations are conducted to cut down the spiraling cost of the energies. Tom Crotty the group director of Ineos chemical industry states that there are majorly two issues encountered by European Union. For manufacturing and preparing petrochemicals Europe shall be considered as one of the most expensive places in today’s date. However, if the gas and oil exploitation is to be taken into account, the Middle East is still recognized as the cheapest location. America is found to follow them after. America and Middle East seems to throw much of competitive vibes which tend to affect EU. These are the two potential trading blocks that surround them while having access upon much cheaper energy resources. In case of profitability quotient it can suggested that business getting generated from UD are much more profit oriented than those businesses generated from European origin. Businesses getting scaled from the European quarters are found to be accounting towards least profitability. In case of France Ineos Olefins and Polymers tend to expend twice as much as they do to procure products from America, as in a ton of ethylene (Schaltegger et al. 2017). The trade association in Brussels which has their chemical hubs operating in Europe are with the belief that the situations shall get tougher and worse in the coming years. This year shall be a turning point for such industries functioning in Europe. There is usually a modest growth of about 1.5% to be predicted to take place by the next coming annual term. As stated by Tom, Cefic board members shall enable in the process of turning the assumed growth to take place in real development. 
There are certain quality measures that require to be maintained to run the global industrial operations. In case of looking for a special engineering plastic to make the prime component of a brand new model of BMW one surely shall not ask around for the cheapest in quality. They shall certainly look for which one is the best in quality and tenure. This is the basis of establishment and sustenance of the chemical industry which needs to be explored, exploited and banked upon. Hence the European petrochemical industry which is likely to be at stake and reaching risk borders shall be feeling safeguarded in nature. This is necessary to be identified as the key to Europe’s future in such specific industrial operations which is acknowledged by Tom their director in chief (Epstein, 2018). However, it is most likely that without having these protections Europe would be flooded with the cheap chemical products. But it is increasingly important to keep highly banking upon the technical products which are usually difficult for their close competitors to copy them and manufacture at lower costs. It is through intrigued efforts made by Ineos that one such product is manufactured by them. Ineos is known to be specialist in making polymer of a special sort which is mainly used by the French to use it for milk bottles. This venture of Ineos is certainly not that huge a plant that needs to be copied by the Middle East and shall want to be copied as they are already too big to copy these strategies. 
Following the contemporary times Cefic is found to urge towards the European Commission to control imposition of additional regulations in terms of environmental factors in isolation from the remaining part of the world (Charter, 2017). The environmental regulations tend to impose a warning for the petrochemical industry to control their imposition for EU persuasion. If the 2050 environmental objective shall be brought as a target to attain by driving the energy and carbon costs high up, it shall determine certain level of competitiveness. This shall result in leafage of carbons by thus resulting in reduction in the level of investment in the European Union. It therefore requires EU to exert a significant amount of check on the part of policy making generated for the sake of environment. This increasing act of regulation is likely to result in driving the prices of the products high (Schaltegger and Wagner, M., 2017). This seems to create a huge impact upon the entire EU industrial belt.  Cefic is also found to share the same beliefs as that of the objectives of European Commission and subsequently voices for decarbonising the planet. However, although Cefic is found to agree on terms with European Commission but the means to attain decarbonised planet is unknown to them. These environmental regulations and their subsequent impositions shall cause significant barriers in the way of producing and generating petrochemical products. The chemical products produced in Europe do not necessarily lead to decarbonisation which is used by 350 million consumers. It is necessary that they shall be imported from China where additional carbon production is transported. Hence it shall result in production of increased amount of carbons along with lost jobs and wealth for the EU. 
The European industries are necessary to be encouraged for making greater environmental and commercial sense. This shall encompass them to perform the right things by making use of the required amount of technical expertise for creating greener products which lack carbon content (Gunningham  Sinclair, D., 2017). From the recent empirical research studies it has been found that ton of PVC which were made in China exploiting the energy resources generated from coal fire power station resulted in emitting seen times more CO2 in comparison to ton of PVC made in EU. This account does not include the carbon that is required to make the transportation process smooth. Taxes upon carbon shall become active only if they are imposed on a global account. One of the effective ways of encouraging the companies is by doing their tasks differently which shall be too expensive in nature (Welford, 2016). This is the task of the carbon taxes. It is expected that the carbon taxes are imposed over a worldwide respect and should only merely take EU into action. In order to bring back the product rates to normal state for Europe about 9% growth is necessary to take place as believed by Cefic. 2008 and 2009 were found to be the stable years for European production process which was evident to find a major competitor of Ineos. It was certainly one of the extreme situations of difficulty but certainly not the situation where the losses shall lead to termination. Ineos was successful in being able to bounce back from the downturn as like its other competitors the major reliance was not solely dependent upon cars and construction industries. Apart from the threats of the carbon taxes the chemical industries in the EU are also found to show reluctance towards unlocking the natural as trapped in the shale rocks. These are some of the areas which shall help to restore lower production costs of energy towards the industry and consumers in general. 
Taking the European chemical industry of the current times into consideration it has been witnessed that competitiveness reduces costs along with demand (Axelsson and Easton, G., 2016). A favorable business environment is likely to be offered to them. Europe is known to contribute about 25% of the entire global chemical sales in 2008. They have been losing their shares in the global platform as the Asian regions are found to be densely planted with chemical industries offering low labor costs. While the growth rates encompassing the CAGR for chemical industry accounted 7.4% from 20010 to 2015, the industry in Europe manifested merely 3% as registered by CAGR reports. On top of this the lower rates of feedstock and energy costs in both US as well as Middle East has proven to be great setbacks and areas of disadvantage for European manufacturing locations. 
There is a five-point strategy which is found to be the key imperative aspect for chemical companies operating in Europe. There are certain specifications and strategic programs which are necessary to be implemented for yielding effectual outcomes. They include the following:
	
	Commodity 
	Specialty 

	What should be the structure of the business in order to compete within the market place
	It is necessary that the business model includes value chain integrated with raw materials and feedstock
	The business model where the prime focus is paid upon the dedicated sales team, having increased level of collaboration along with clients

	In case of the given product portfolio which shall prove to be the ideal feedstock blend that can be optimal in nature
	The strategic partnership is likely to identify and acquire alternate low cost feedstock
	In order to acquire raw material with respect to chemical industry establishing partnership along with peers is necessary. This shall lead to develop supply chain model with low order size and high frequency

	In order to meet the anticipated future states which product portfolio combination shall prove to be ideal in nature
	As the growth potentials are increased there shall be an automatic increase in the share of the products
	The products having a stable renewal demand is necessary to be brought to focus

	In order to incorporate R&D directed towards the business where should appropriate expenditure and innovation be incorporated
	Innovation is required to be blended for alternate technologies or even the feedstock such as coal-to-olefins, bio-based etc. this helps reduce the costs and also benefit sustainability
	Innovation shall be customer oriented in nature where new appliances shall be incorporated for the products

	How is it possible to acquire the accurate level of skill set and talent mix to make it most suitable
	Higher share of technologies and feedstock shall be hired having expertise with controlled costs
	Product and research experts are necessary to be recruited development of the new products and applications



Just as it is inevitable to encompass obstacles and barriers in the way to attain business, there is most likely that there shall be means to overcome them as well. Similarly when Ineos being a European chemical company faces adversities in establishing and maintain their business conducts there are ways to overcome those disadvantages as well. 
Incorporating integrated cost-effective chemical clusters
There is a strong competitive cluster witnessed within Europe which forms the backbone of the European chemical industry. Europe is known to have 95 active chemical clusters and hubs according to the report of the European Chemical Site Promotion Platform (McCormack and Johnson, W.C., 2016). This is aiming at acquiring a position in the European region for the investments to be actualized for incorporating the new chemicals. A stable production condition is necessary to be established within the European chemical parks. These carried the main advantage of making well qualified personnel available in each of the levels of production. 
Growing demands in European countries which are emerging in low to medium income
The annual GDP growth encountered in emerging Europe is found to be 5.8% with respect to the World Economic Outlook (Deresky, 2017). The strong growth in the rate of GDP can be witnessed due to the demand placed for the chemicals and also among their users in the industry governing those specified regions. 
Although there are shortcomings and challenges in the way for the chemical industries operating within Europe, they are findings adequate means to tackle the adverse situations. Some of those corrective measures include a range of solutions from optimization of portfolio to maintenance of the operational excellence. These are possible to be conducted through closures of plants which account for high costs and lower margins towards those products (Song et al. 2015). Each of these five solutions mentioned are tried to be incorporated in five levels. Restricting of the business operations, identifying the right feedstock, optimization of portfolio, growing and developing the capacity to innovate and moving to higher growth regions are the five solutions. 
Establishing well-formed infrastructure
The chemical producing companies are found to enjoy better infrastructure than those in Asia and Latin America. The areas of supply chain, transportation, logistics and energy supply for supporting the business activities are its strength points. This rating is received in context with infrastructure. 
Suitable skills are required to be accessed
The European chemical industries have increasingly focused upon the high value specialty products with regard to producing. The frequency of innovation incorporated within the products is the factor upon which the success of the chemical industry is depending (Besi and McCormick, 2015). There needs to be suitable talent in order to incorporate the level of innovation that is expected. The accurate quotient of talent i=shall be proficient at making an innovation driven industry. The availability of researchers and scientists and engineers shall be balanced with quality of education which shall be turned into skilled labor. 
Favorable environment for innovation
European countries shall enjoy innovation in a high quality to reflect the high-quality research institutes. A strong sense of Research and Development is based in Europe to provide towards the regions with favorable environment and prospects of the innovation. The political stability shall be maintained which accounts a seven out of eight score (Honoré et al. 2015). The prime European chemical producers are likely to enjoy a strong level of governance to establish political stability. An approximate of 14% of the global chemical sales as indicated through the political stability index. 
[bookmark: _Toc522713913]Financial Analysis
In order to understand the financial position of INEOS it is necessary that a ratio analysis is carried out.  Here the ratios of the company for the year 2017 has been interpreted and analyzed (Appendix 1 & 2).
Profitability ratios
ROCE (Return on Capital Employed) = Operating profit / capital employed = 2061.1/ 8846.2 = 23.23%
* Capital employed = Total assets – total liabilities
ROE (Return on Equity) = Net Income/ Shareholders’ equity = 11.80%
Gross profit margin = (Gross profit/ sales) * 100 = (2686.2/15210.4) * 100 = 17.66%
Net profit margin = (Net profit/ Sales) * 100 = (1998.3/15210.4) * 100 = 13.14%
Interpretation
The profitability ratios for the year 2017 has been taken here. These ratios indicate the profitability of the company for the particular year. The ROCE of the company is higher than most of the companies which indicates that the company has efficiently generated profits from the capital that they had employed in the business. These profits can be reinvested back in the company to generate benefits for the shareholders. The ROE is similar to ROCE. The only difference is that ROE indicates the profits generated from the shareholders investments in the company (Vogel, 2014). The ROE of INEOS is almost 12% which indicates the high amount of profit which the company has gained from the shareholders’ investments only. The gross and net profit margin are also positive but there are high possibilities of the profits to increase if the company plans its business processes more strategically and works on its weaknesses to improve. There are different effective strategies that can be suggested or recommended for the company so that they can improve their profitability ratios. These strategies include:
Elimination of unprofitable products and services- INEOS should remove the products which does not contribute to the profitability of the company. It is the profitable products which are most important to the company, i.e. the products with highest gross and net margins, ROE and ROCE.
Bringing new customers to business- Bringing new customers will help the company to grow and develop. Though this strategy, incurs high amounts of cost, it is effective in the long run of the business (Cucchiella et al, 2015).
Increasing sales conversion rate- As finding new leads is important, converting these leads into actual sales is even more important.  Increasing the sales conversion is a low-cost method to boost the sales of the company.
Reviewing price structure- The current price structure of the company must be reviewed so that if necessary it can be restructured to attract more customers to the business.
Reduction of overall direct costs and overheads- If the direct costs of the company are reduced it will have a significant impact on the gross margin of the business. This can be done by reducing unnecessary purchases, negotiating better prices etc.
Reduction of inventory- In order to improve cashflow it is good to control the stock of the business. As the inventories tie up money the cashflow of the business often reduces impacting the growth of the business (Nesticò and Pipolo, 2015).
Liquidity ratios
Current ratio = Current assets/ Current liabilities = 4325.7/ 2202 = 1.96
Quick ratio = Current assets – stock/ current liabilities = 4325.7-1246.5/ 2202 = 1.40
Interpretation
The current ratio and the quick ratio indicate the liquidity position of the company, i.e. how must current assets do the business have to pay off its short-term liabilities. The quick ratio is a more conservative approach of current ratio. Both the liquidity ratios in case of INEOS are more than the ideal ratio of 1. This indicates that the company has enough current assets to pay off its short-term liabilities including the inventory as well as excluding the inventory. The two ratios calculated above shows that the liquidity position of the company is at a proper level. However, there are certain recommendations on how the liquidity of the company can be improved further.
· Early submission of invoice to customers is necessary in order to collect the payments due from customers as quickly as possible. The faster the money is received from the sales the current ratio will be improved (Blum and Dacorogma, 2014).
· Using more of long-term debt than short-term debt improves the liquidity as long-term debts provide the facility of payment in small instalments and lower interest rates.
· Elimination of useless or unproductive assets will not earn anything but may contribute to the company’s overall costs. The sale of these assets will increase the cash balance and there will be no depreciation to incur. Thus, it will help in improvement of liquidity (Osadchy et al, 2018).
· Negotiating longer payment cycles will help in improving the liquidity of the company as for a longer time the company will be able to hold the cash. Also, the company should negotiate for discount offers which will be beneficial for the company (Revelli and Viviani, 2015).

Activity ratios
Assets turnover = Sales/ net assets = 15210.4/ 11048.2 = 1.38
Stock holding period = 365/ inventory turnover ratio = 365/ (cost of sales/average inventory)
			= 365/ (12524.2/1246.5) = 36.32 days
Credit payment period = (Trade payables/Cost of sales) * 365
			= (1877.9/12524.2) * 365 = 54.73 days
Interpretation
The asset turnover ratio indicates the efficiency of the company in deploying its assets in generating sales revenue of the company. In case of INEOS, the asset turnover ratio is moderate and indicates that not many assets are deployed in generating sales. It has been observed that the companies with high profit margins have low asset turnover ratio and vice versa. In context of the stock holding period and credit payment period, both the periods are currently good for the business. However, both the periods can be reduced which will help in maintain a proper cashflow in the business. Extending credit period more than this will result in issues with the suppliers as it may reduce the company’s goodwill and trustworthiness. There are generally two ways of improving the efficiency ratios of the company. One is to increase the revenues of the company and the other is to decrease the expenses. There are a number of ways to increase the sales revenue and decrease the expenditures (Thomas et al, 2016). Hence, the company should select appropriate strategies to address the issues related to sales and the costs of the company. In order to increase the sales, the company can use different marketing techniques, revise the price structure, improvise customer services etc. To control the costs of the company, INEOS can review the production processes and cut-off the unnecessary expenses from the production process. In addition to this, using various management accounting techniques will also help the company to improve its costs structure (Miller-Nobles et al, 2016).


Capital Gearing ratios
Gearing ratio = Long and short-term borrowings/ Capital employed
		= (6094.9 + 63)/ 8846.2 = 0.70
Debt to equity ratio = Long and short-term borrowings/ shareholders’ funds
		        = (6094.9 + 63)/1696.8 = 3.63
Interest Cover (IC) = Earnings Before Interest (EBIT) / Interest Charges = 8.34
The gearing ratio measures the degree of financial risk for the company. In context of INEOS, the gearing ratio is less which means they have lower amounts of debt. If the company has lower amounts of debts there is low financial risk for the company. The debt to equity ratio measures the company’s debt financing to the company’s equity financing. The debt to equity ratio is positive but not very high in case of INEOS which means the company is not utilizing or taking full advantage of the increased profits earned. Here, the company must strategize properly in order to making its profits fully utilized. As per the interest cover ratio, the company has more than sufficient funds to pay off the interest charges on the borrowings of the company. The gearing ratios can be reduced by various ways such as selling of shares, increasing the profits of the company, converting the loans, reducing debts to reduce risks, reducing the working capital etc. (Ahmad and Aljifri, 2018).
Investor ratio
Earnings per share = Net Profit / Number of ordinary shares = 39.40
Price earnings ratio = Current share market price / Earnings per share = 34.19
Dividend payout ratio per share = Dividend per share/ Earnings per share = 10.15
The earnings per share of the company indicates that the company is making a god amount of profits per outstanding share of stock. The high EPS indicates the company’s worth of stock as the investors are willing to pay more for higher profits of the company. The price earnings ratio indicates the expected price of the share of INEOS based on the earnings of the company. As per the price earnings ratio of the company, it is expected to perform positively in the market. The dividend payout ratio provides the amount of the company’s earnings that is given to the shareholders or investors in the form of dividends (Buehlmaier and Whited, 2018). Here, it can be said that INEOS gives 10.15 of its earnings per share to its investors in the form of dividends.
[bookmark: _Toc522713914]Conclusion
On taking account of the statistical estimates it can be found that both strategic as well as economic data suggest that no large economy shall be able to abandon its chemical industry. The profits made by Ineos within the boundaries of Europe have become half since the last three years while that of in the USA has accounted for triple the profit amount (Stead and Stead, W.E., 2014). Looking into these statistical data, BASF the largest company for chemicals has announced a strategic restrain within the acts of European investments. This is taken while considering the market stagnation, expensive labor costs and expensive energy resources into account. As a result of the annual business predictions about $71 billion worth petrochemical expansion with respect to shale gas flowing into chemicals are produced. If gone by the predictions it is believed that a growth of more than $100 billion is supposed to take place in the coming years. However, in contrast to such assumptions closures after closures are being announced by Europe. It is mostly found that the chemical industry finds a great deal of dependence upon the competitive energies and feedstock costs. Just as the fact is true to state that this industry does not merely depend upon technical aspects but also carry sufficient historical causes for Europe to become this successful at it, a simultaneous warning shall also be generated regarding the same (Wallace, 2017). Just the way the European textile industry got wiped being intolerable of the competent Asian labor rates; the chemical industry is feared to face similar outcomes. This is dreaded to take the shape of yet another European dinosaur. The employment statistics of the chemical industry of Europe is indicative of having one million people directly among who five million are indirect in nature. In Europe automotive and chemicals share the billing of about $1 trillion in terms of revenue for each. However, when speaking economically, Europe’s jewel in the crown is regarded to be the chemical industry. There is s strong and real threat received from China which is all set to take the position of the largest economy of the world by the year 2020. A dreadful competition is sensed from China as the Chinese are building in a relentless manner. 
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INEOS Group Holdings S

CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

Note

2007 2006 2005

€m

Revenue. .2 152104 12,6099 13,7204
Total cost of sales (125242)  _(101411)  (113184)
Gross profit . 2,6862 24688 24110
Distribution costs (2065) (195.3) @121
Administrative expenses before exceptional items (@186) (385.6) (3723)
Exceptional administrative expenses 5 - @13) (160)
Total administrative expenses (418.6) (4069) (3883)
Total expenses (625.1) (602.2) (6004
Operating profit 6 2,061.1 18666 158106
Share of profit of associates and jointly controlled entities using
the equity accounting method. 132 1435 293 744
Profit on disposal of fixed assets 26 37 38
Profit before net finance costs. . 22072 1,899.6 1888.8
Total finance income. 9 4919 2000 165.1
Finance costs before exceptional item 9 (3552) (505.3) @a74.1)
Exceptional finance cost 5 (4.1) (07) (131.6)
Total finance costs (3993) (5260) (905.7)
Net finance income/(costs) 926 (326.0) (740.6)
Profit before tax from continuing operations 22098 15736 11482

Tax charge 10 (301.5) (340.2) @31.7)

‘Profit for the year from continuing operation.. 1,99 12334 Bt
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Non-current assets

Property, plant and equipment

Intangible assets.

Tnvestments in equity-accounted investees
Other investments

Other financial assets

Trade and other receivables

Deferred tax assets

Current assets
Inventories

Trade and other receivables
Other financial assets

Cash and cash equivalents

Total asset

Equity attributable to owners of the parent
Share capital

Share premivm.

Other reserves

Retained eamings

Total equity.

Non-current liabilities
Interest-bearing loans and borrowings
Trade and other payables

Employee benefits.

Provisions

Deferred tax liabilitis.

Other financial liabilities.

Current liabilities

Interest-bearing loans and borrowings
Trade and other payables

Tax payable

Other financial liabilities.

Provisions

Total equity and liabil

Note 2017 2016 2015
€m

1 42554 40074 35088
12 7316 7639 7064
13a 3511 1617 1014
14 2385 2622 2432
15 283 292 292
19 9574 11468 11140
17 1602 2051 2009
67225 65763 59039

18 12465 1,068.1 956.6
19 17129 15018 17724
15 - 82 11
29 13663 22041 16480
43257 47822 43781
11,0482 11,358.5 10.282.0

2 09 09 09
7794 7794 7194

@1832) (L7125 (L7147)

30097 13623 3702
1,696.8 4301 (5642)

20 60949 79475 80085
21 1201 1072 917
2 7010 7895 689.1
23 288 285 256
17 2023 2756 1981
16 23 09 126
71494 91492 9.0256

20 630 726 29138
21 18779 15634 14451
2484 1240 758

16 02 - 18
23 125 192 61
22020 17792 18206

93514 10,928.4 10,8462
11,048.2 11,358.5 10.282.0





