Ineos: “The biggest company you have never heard of”.
Jim Ratcliffe: Turning cast-offs into gold – the story of ‘Ineos’.
(c)  Dearbail Jordan, Business reporter, BBC News, June, 2018 – modified S.T Sommerville (July, 2018)
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Jim Ratcliffe may once have been called “Dr No” [the villain from an early James Bond film] by trade unions for his tough negotiating stance, but the UK's richest man champions the unloved industries of the UK and Europe.
Through buying up and turning around the cast-off parts of big businesses, the Mancunian [born in Manchester] has made a £21bn fortune.
From operations once owned by the likes of oil giant BP, Mr Ratcliffe has created a company whose chemicals and raw materials go into nearly everything we touch every day. 
And it only took him 20 years to do it.
Mr Ratcliffe, 65, has always been involved in chemicals and industry.
After graduating with a degree in chemical engineering from the University of Birmingham in 1974, he spent a very brief spell at BP before jumping to rival oil business Esso as a trainee accountant. 
· How the son of a Bolton joiner became the UK’s richest man:
Listen to a BBC Radio 4 Profile of Jim Radcliffe – available here .
· After you have read this and listened to the profile of Jim Ratcliffe (CEO, INEOS) consider how you may respond to the questions in the table, below, and incorporate your answers into your assignment submission:
	Questions
	

	1.
	How risky was Ratcliffe’s decision to leave BP and (eventually) set up his own company (which became INEOS)?  Was he just lucky?

	2.
	What are the characteristics of Ratcliffe’s leadership style?  Do they contribute to his success and how?

	3.
	[bookmark: _GoBack]Contrast the views of Ratcliffe’s business partners (in the Profile) with those of workers from Grangemouth.  Does Jim Ratcliffe have a “people management” problem? If he has, how should he overcome it?

	4.
	Would you describe Ratcliffe’s strategy (particularly during and after the 2008 financial crisis) as ‘prescriptivist’ or ‘emergentist’?

	5.
	Ratcliffe moved from being a chemical engineer to being a successful entrepreneur, leaving the UK to live in Switzerland and travel around on an expensive yacht.  Has that lifestyle helped or hindered the development of his chemical business strategies in the UK and Europe?


Armed with an MBA from the London Business School, Mr Ratcliffe moved to fabric and chemicals producer Courtaulds before a career-changing step into the world of private equity when he joined Advent International in 1989.
Art of the deal
Advent International served as a platform for Mr Ratcliffe to learn the cut and thrust of doing deals.
But after just three years, he was already making a leap into co-owning a business based on what would become a well-worn strategy. 
He and fellow businessman John Hollowood decided to buy BP's chemicals division in Hythe, Kent for £40m in 1992.
By 1994, it was valued at £100m when it floated on the London Stock Exchange.
It was a high-risk move, Mr Ratcliffe admitted.
"I started the business in the days when you had to put all your worldly goods on the table," he told the London Business School in an interview. 
"I had to put 100% of the equity that I owned at that stage on the line, so that was the house, savings and even the wife and children, which makes you very focused."
The business, Inspec, went on to acquire BP's speciality chemicals business in Antwerp, Belgium. [What were the significant competitive features of BP’s Antwerp chemical operations which made this strategy worthwhile?].
Mr Ratcliffe left Inspec to form his own firm, Ineos, in 1998 which bought the BP Belgian business (Antwerp) for £89m. 
Ineos is now worth £35bn, according to The Sunday Times Rich List - based on Mr Ratcliffe's strategy of buying "unfashionable or unsexy facilities owned by large corporations where you would know they would be sloppy with the fixed costs".
	Questions
	

	5.
	What kind of business strategy is this?  Is it “asset-stripping” or “entrepreneurial opportunity”?  What are the risks involved?

	6.
	The Ineos company has never been floated on the Stock Exchange – so investment has had to be secured through partnerships and bank loans.  In terms of Ineos’ financial strategy, does this approach make sense?

	7.
	[See below]:  Ineos has diversified its business activities into ‘fracking’, ‘motorcycle riders’ clothing (Belstaff)’, ‘Landrover cars’ and ‘sport (Swiss football team)’.  Given the company’s history of developing industrial chemicals production, is this a sensible strategic diversification for the Ineos Group?
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Ineos reversed a plan to close its Grangemouth plant in 2013
From 181 sites across 22 countries, Ineos generates sales of around £45bn and employs 18,500 people. 
Its raw materials are used in everything from packaging for toiletries, medicines and food, to mobile phones and furniture.
Because of his decision never to float the company and thus have no City shareholders to consult, Mr Ratcliffe, who owns 60% of Ineos, has been able to move quickly on deals.
In its first 10 years, Ineos bought more than 20 operations from huge companies such as German chemicals maker BASF, Dow Chemical of the US and ICI, once the biggest manufacturer in the UK.


Quadrupled sales 
Arguably, the most important of these deals was Ineos' £5bn takeover of Innovene, BP's petrochemical business, in 2005.
Overnight, it quadrupled Ineos's sales to more than £18bn and doubled its staff numbers to 15,000.
Innovene also included the Grangemouth petrochemical plant and refinery in Scotland which, in 2013, became the scene of a tense stand-off with trade unions threatening strike action over pay and pensions.
The dispute - which earned Mr Ratcliffe the Bond villain nickname of “Dr No” - led to Ineos announcing that it would close the petrochemical plant and cut 800 jobs. 
Shortly afterwards, Ineos reversed its decision when the Unite trade union agreed to a survival plan to invest £300m in the plant to keep it open.
Ineos continues to expand either through acquisitions such as buying the Forties Pipeline System from BP, which delivers 40% of the UK's North Sea oil and gas or through investment into controversial areas such as fracking.
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Ineos bought the motorcycle wear maker Belstaff
Ineos has pledged to invest £650m in fracking and in 2016 created much fanfare around the arrival of the first shipment of shale gas from the US to arrive in the UK.
The company is locked in a legal battle with the Scottish government over its moratorium (banning) on fracking in Scotland.
Meanwhile, Mr Ratcliffe took a surprising step away from chemicals when he announced plans to invest £600m to build a new vehicle based on the Land Rover Defender, which was discontinued in 2016.
Ineos then bought Belstaff, the luxury motorcycle wear maker whose jackets were once worn by actor Steve McQueen and modelled by the likes of David Beckham.
The company then acquired the Swiss football team FC Lausanne-Sport.
Whether or not these businesses could be classed as unloved is not certain, but Mr Ratcliffe clearly sees plenty of potential in them.
Related Topics
Ineos
Ineos web-site
More on this Case Study
Energy firm Ineos astonished over government's stance on fracking, 10 May 2018


	Questions
	Your Assignment report should address the questions above and the following:

	8.
	What does a strategic analysis of the external business environment reveal about Ineos’ strategy through the period 2000 – 2018?

	9.
	What do think are the currently best strategic options for Ineos? (given its resources and capabilities).

	10.
	Has the diversification strategy for Ineos (since 2010) been sensible?

	11.
	To what extent has Ineos demonstrated an effective “Green Strategy” in response to complaints about its industrial relations, its promotion of polluting products (plastic packaging), its production of hazardous chemicals (especially in Scotland).  What are Ineos’ CSR policies and how are they embedded in its strategy as a company?

	12.
	To what extent does the success of Ineos’ previous strategies depend upon the leadership qualities of Jim Ratcliffe?  What prospects are there for their continuing success when Mr. Ratcliffe steps down?  Should the company ‘float’ on the stock-exchange to ensure future investment?




Copyright © 2018 BBC – modified S. T. Sommerville, July, 2018.
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