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[bookmark: _Toc535169202]Introduction
INEOS is a chemical manufacturing company which operates its business in the international level. In terms of chemical manufacturing this company is positioned at one of the highest ranks in the entire world. The demand for the chemicals in the entire world is endless because there are various sectors and industries which are dependent on the manufacture of the chemicals as a part of their manufacturing and processing. The aim of the following report is to critically analyze the different external and internal factors which play a very important role in development of the company in the global market (Otto & et al, 2015). The impact of the several factors which keeps the company to run successfully in the international market is depicted in the report. The report also focuses on depicting the different PESTLE analysis of INEOS for the purpose of understanding the external factors of the company. Moreover through the report, the competitive advantages of the company are also understood which help the company to retain their position in the international market of chemical manufacturing. There are several other aspects which play a distinctive role in the development and progress of the company such as the use of latest technology in the production and processing, the analysis of the finances of the company, the strategies of the company for the future market etc. lastly the report aims to discuss different recommendations for the company in order to run successfully by operating their business in the international market.
[bookmark: _Toc535169203]External Analysis:
[bookmark: _Toc535169204]The Global aspect of Chemical industry:
In terms of chemical manufacturing and processing, it is believed in the international level that this industry is never going to face saturation. This is because the products of the chemical manufacturing industries such as different hydrocarbon based chemicals are actually used in different other manufacturing industries as one of the raw materials and for the processing and extraction of other metals. There are various other sectors such as the automobile manufacturing industry, electrical goods and electronics manufacturing industries, cosmetics manufacturing industry etc. INEOS has been operating in this business of manufacturing chemicals for a long time in the global market and due to globalization the economic growth of the other nations is increasing rapidly leading to the development of various other industries which lead a way to the development of the chemical manufacturing industry like INEOS. The forecasted growth of the chemical manufacturing industry is very high and flourishing through the estimated numbers of earnings of 5.1 trillion USD by the end of 2020 which suggests that the annual growth rate would be 8%. Moreover the company would be gaining higher profitable market if it expands its business in the developing countries such as India, Brazil or China where they can gain enough popularity because of the growth of the different industries in these countries (de Lorenzo  & et al, 2018).
[bookmark: _Toc535169205]Analysis of the Macro Environment by PESTLE analysis of INEOS
The impact of the macro environmental factors on the business and development of INEOS are highly significant and influential. There are various factors which can be understood by the help of the PESTLE analysis such as the political factors, the economical factors, the social factors, the technological factors, the legal factors and the environmental factors of INEOS which provides a detailed idea of the company’s performance.
Political factors: in the present scenario the political aspect of UK is facing turbulence due to the emergence of Brexit. As an impact of Brexit, the different countries of EU would be separated from UK and the nature of the business between the EU and UK would be considered to be international. This means that the business organizations of UK which earlier could operate their business easily in the different EU countries could no longer perform their business in these nations without paying additional taxes and surcharges. The employment of the employees from different nations of EU in UK is also facing restrictions because of which the cost of employment of the employees in the different companies in UK is increasing (Sandberg & et al, 2018). Therefore the management of INEOS while operating in EU and UK has to take care of the different political aspects of the various nations and align their business processes and policies to make profitable business.
Economic factors: the economic factors which a very important role in the business of the chemical industry and INEOS are the growth of different other industries are highly dependent on the growth and production of the chemical industries. It is important to note that there are numerous other sectors of business which are depending on the production of the chemical industries and their business and productivity depends on the availability of the chemicals produced by INEOS such as the automobile manufacturing companies, the cosmetics and toiletries manufacturing companies, the chemical extraction of different ores and metals, food processing and packaging industries, pharmaceutical industries and electronics manufacturing industries etc. hence the economic growth and profitability of this industry is expected to rise with the growth and development of the co-dependent industries.
Social factors: according to Vatne & Taylor (2018), the impact of the society and social growth due to globalization has been positive to the chemical manufacturing industry. This can be depicted through the analysis of the growing use of the latest technology and technology based gadgets such as smart phones in the entire world, leading to the rise of the use of the chemicals used in these industries which in indirect ways are helping the growth of the chemical manufacturing and processing industries such as INEOS. Apart from the electronics, the consumers are also increasing the use of the toiletries and cosmetic products, automobiles etc which are also paving a way to the growth of INEOS.
Technological factors: the growth of technology is very high in the contemporary world which is suggesting higher aspects of connectivity of the company to the world. Therefore the marketing of the company in different digital platforms will gain higher market. Growing technology is also important for the purpose of development of the different manufacturing and processing of the chemicals in the company leading to the growth of the productivity of the company. Better implementation of the latest technology also helps in the reduction of the defective products in the company which helps in the reduction of the operational cost of the company. 
Legal factors: the impact of the legal factors is very important to the management of INEOS. Since the company performs its business in different nations, therefore it’s very important that the management of the company considers the different laws and legislations of the respective nations so that they can perform their business successfully.
Environmental factors: since the chemical; manufacturing business involves a lot of chemicals in their manufacturing, extraction and processing methods, they are considered to emit a lot of chemicals as waste products in the environment which might be responsible for polluting the environment significantly. Therefore the company is required to take effective strategies which would help them to reduce the emission of the harmful chemical substances in the environment and maintain the different environmental standards in their business processes.
[bookmark: _Toc535169206]Internal Analysis:
The analysis of the internal factors of the chemical manufacturing company INEOS aims to discuss the Porter’s five forces in order to understand the competitive position of the company in the international market. The different factors which portray the credibility of the company in the international market of chemical manufacturing industry are also discussed in the following section.
[bookmark: _Toc535169207]Depiction of the Porter’s five Forces of INEOS:
As it is already noted that INEOS is a company which manufactures chemicals and serves as a raw material to the different industries like automobile industries, toiletry manufacturing industries, electronics manufacturing industries etc. there are several factors which offers a competitive advantage to the company as their internal factor helping them to retain their position in the international market of Chemical manufacturing. The following depiction of the Porter’s Five Forces helps to give a comprehensive idea of the internal factors of IONEOS successfully.
Threat of new Entrant: the restriction to the development of the chemical manufacturing business organizations in UK is very limited and hence the emergence of chemical manufacturing industries in the UK market is easy (Kokangül & et al, 2018). However the setting up of a chemical manufacturing industry or company altogether is not an easy task since it requires a lot of legal licenses and infrastructural set up to aid the proper development of the company. Thus the threat of the new emergent to INEOS is limited.
Bargaining Power of Suppliers: for the setting up of the chemical manufacturing industry in UK, there is requirement of different machineries and technologically advanced tools along with highly knowledgeable staffs and employees. The bargaining power of the suppliers of the various raw materials is less because there are number of suppliers available in the market. However in terms of the availability of the different machineries which are technologically advanced in limited and therefore their bargaining power is high. 
Bargaining Power of Customers: there are different industries as already mentioned which are dependent on the products of the chemicals which are manufactured by INEOS while it is important to understand that there are limited number of chemical manufacturing companies in UK. Therefore the bargaining powers of the consumers i.e. the various other manufacturing and processing companies is very low. 
Threat of Substitution: INEOS if known for manufacturing different special hydrocarbon based chemicals which are special and exclusive to the company. This chemical is used and has high demand in the different companies operating in the domestic as well as in the international market (Weaver & et al, 2017). Therefore there is no threat of any substituted products which can reduce the demand of the products manufactured by INEOS.
Competitive Rivalry: since there are very few chemical manufacturing industries in the world which operate their business globally, the threat to INEOS is very less. Moreover for the manufacture of the special chemicals which are exclusively manufactured by INEOS, there is no competition in the international market paving way to success of the company.
[bookmark: _Toc535169208]Resources and Competencies:
Analysis of the company INEOS suggests that the company has been operating their business in the domestic and international market successfully since decades. This is because there are several factors which offers a successful based of market operations to the company. The company operates in twenty different nations. Moreover there are different industries which are dependent on the products of the IMNEOS to produce their products. The chemicals which are manufactured by INEOS are required for the manufacturing and processing of various products of the automobile industry, Battery manufacturing industry, toiletry and cosmetic products manufacturing industries, etc. one of the reasons of success of the company is that they are able to manufacture a certain kind of special hydrocarbon based chemical which is their specialty. The demand of that special hydrocarbon in different other manufacturing industries is very high rendering to higher demands of the company to the different markets of operations (Charter & Polonsky, 2017). The employee strength of the company is a very important factor which offers the provision to the company to have adequate knowledge about the market operations and where to operate their market based on higher demands of the products of the company. The knowledge of the management enables the company to operate its business in the various markets and offer tough competition to other chemical manufacturing companies. The resources of the company which turns out to be important asset for their success are depicted below:
Technological resources: the company has been effective to use innovative methods in their manufacturing as well as marketing processes through which they can maintain their market position as one of the market leaders of chemical manufacturing. In terms of processing of the crude oil, INEOS uses the method of fracking technology. This is based on drilling of the rocks in order to extract oil without leaving, much impacts on the environment (Bakshi & et al, 2017). Therefore the usage of this technology has been effective and successful for the company’s operations. The INEOS’s CEO has taken this initiative of implementing this innovative technology in their extraction process so that their processes are safe and sustainable. The amount invested for the installation of this technology in INEOS is £650 nm in 2016. The government of Scotland has banned this technology and therefore the company has landed into a rivalry with the government legally. Other important technology used by the company in their extraction, manufacturing and processing methods is the Innovene G Technology and the Innovene PP technology. 
Operational resources: the different operations used in the INEOS for the different processes in the company have turned out to be extremely effective. In 2013, the company has set up a refinery of the crude oil in Scotland and a petrochemical extraction plant in Grande mouth. There is a conflicting situation of the company with the trade unions resulted because of payment of the labors. The company has been successful to expand their business in twenty different countries by setting up industries in 181 locations. The sales of the company through their business operations annually are £45 billion. INEOS has strategically merged with the Dow Chemical industry of USA, BASF and ICI in the last decade.
Human Resource: the strength of the company is built up on the human resources which arte considered to be highly talented and knowledgeable. The company makes sure to recruit employees who excel in the respective departments in order to maintain their credibility and never fail to meet the deadlines of the company (Ray & Miglani, 2018). The skills and capabilities of the employees working in the company is considered to be very important. Moreover the management of the company makes sure to keep their employees happy and satisfied with the perks. They employ the scholars and students and offer them adequate trainings to improve their skills and performances.
[bookmark: _Toc535169209]Analysis of the Present capabilities of INEOS and Strategies to Sustain Competitive Advantage:

The management head of the company is Mr. Jim Radcliff who has been an inspiration all the employees working in the organization because of his expertise knowledge and skills of management. The managing head of the company is responsible for taking every important decision of the company such as investing in right projects and locations. The company has proved to be effective in merging and acquisition with the BP chemical of Hythe. In order to improve and increase the sales and earnings of the company, the company has taken important steps of acquisition like that of the Innovene technology which has turned out to be effective in increasing their credibility in the international market by improving their manufacturing techniques. Therefore the company has been extremely efficient to convert the companies running in losses to their asset. Since the company is a pro in the chemical manufacturing g and processing industry, the best possible way to expand their business is through entering new markets in the similar field. 
It is also noted that the company has the potential of manufacturing special hydrocarbon based chemicals by processing of the gas and crude oil (Vermeiren & Gilson, 2009). This increases their demands in the international market. Moreover the company has been operating its business in different nations by complying with the different government policies and legislations which has also proved to be extremely effective for the management of the company helping them to expand their business in different nations successfully. Therefore the competitive advantage of the company would be their exclusive chemicals which they manufacture along with their management and expansion skills.
[bookmark: _Toc535169210]Implementation of the Strategies Direction Considering Internal & External Analysis & Capabilities:

INEOS has been successful in manufacturing chemicals and especially the chemicals which are hydrocarbon based manufactured by the company has a very high demand in the market. They have expanded their business into 22 different nations with their 180 manufacturing units successfully because of their efficient management team. Analysis of the internal factors of the organization suggest that the company is a market leader of the chemical manufacturing industry because they are able to manufacture the special hydrocarbon based chemicals which has high demand in different manufacturing companies (Kochan & et al, 1994). These chemicals are used in the manufacture f the automobiles, electronic appliances and electronics parts, drugs, furniture’s, cosmetics and toiletry products, pharmaceuticals etc. with higher growth of these industries, the growth of the chemical manufacturing industry is related directly. Therefore as far as the demand of the products of the INEOS is concerned, the products will remain in demand as lo9ng as theses industries continue their operations in the market. These factors offer a potential market for the company in the market with a prosperous future and growth. The management of the company has been efficient to employ talented employees in the company who offer higher competitive advantage to the management of the company. Moreover they also have taken effective strategic decisions of expansion in the international market by aligning with the different legal and social aspects of their market of operation. Analysis of the Porter’s five factors reveal that the company is efficient to maintain their position in the market because there is limited threat of new emergent, substitute products, bargaining power of the suppliers and consumers etc. this provides a clear vision of the company. 
[image: ]
Figure: porter’s Generic Strategy
Through effective strategies, INEOS has strategically merged with the Dow Chemical industry of USA, BASF and ICI and they are operating pretty well by earning potential figures ion the chemical manufacturing business. Therefore it is very important that the company makes sure to stick to their original market and operate their business through manufacturing special hydrocarbon based chemicals. This is because they have potential amount of experience in this particular field and they also have the knowledge about the demands and the markets of their products. Through proper analysis of the Porter generic strategy, the concept of High Focus strategy must be adopted by the management of INEOS in order to maintain their profitability.
[bookmark: _Toc535169211]Physical technology implanted in the organization:
INEOS is a chemical manufacturing company in which they produce different types of hydrocarbon based chemicals which are important raw materials to various other manufacturing companies. But the company also has a petrochemical business in which they extract crude oil and gas from the rocks and refine them in the refineries. The entire business is interlinked because the manufacture of chemicals is incomplete without the use of the gas and the crude oils. Other sources of the chemicals which are manufactured in the manufacturing units of the company are sugarcane, cotton, grains, salt mines, plants etc (Al-Sharrah & et al, 2010). the presence of the company in the international market is highly visible and evident because of their merging and acquisition capabilities. Moreover the company is also planning to expand their business by buying the shares of North Sea Oil. Moreover the management of the company is increasing their presence in the international market through purchasing more petrochemical plants. The company has been successful to implement fracking technology in the process of extraction of the gas and crude oil from the rocks. The efficacy of the techno logy has been extremely helpful for the company in showing their presence in the international market because this method is environmental friendly. They have also purchased the Forties Pipeline System from the BP. This pipeline company is responsible for transferring 40% of the oil of North Sea Oil. 
The process of Fracking is the technology which is used to extract oil and shale gas from the shale rocks by using high pressure so that the gas can easily flow out of the rocks. The rocks are drilled horizontally in this process up to the layer of the gas under the rocks. This is an innovative technology used by the INEOS for the purpose of extraction of the gas from under the rocks which also serves as an important competitive advantage of INEOS. Therefore the demand of the company in the demand is rising because of the rising popularity of the company through implementation of this technology in their extraction process (Ravanchi & et al, 2009). After the drilling is done, liquids are inserted with high pressure in the gaps in the rock layers of shale rocks and through other outlet gas comes pout. This is a useful and impactful method of extraction of renewable source of energy from the nature by without harming the nature in any way. The estimated time for completion of the entire process is five to three days. The extracted gas is then stored by the company and used whenever required in the different manufacturing and processing of the chemicals. INEOS also uses Innovene PP and Innovene G technology efficiently.
[bookmark: _Toc535169212]Financial Analysis of INEOS:

In order to  conduct an in-depth financial analysis , some of the ratios has been calculated for Ineos. The calculated ratio from the perspective of profitability, liquidity, activity and investor ratios are provided below;
	Profitability ratios
	2017
	2016
	2015

	Return on net assets (i.e. ROCE)
	111.55
	286.74
	161.52

	Return on equity
	111.55
	286.74
	161.52

	Gross profit margin
	17.66
	19.58
	17.56

	Net profit margin
	14.51
	15.06
	13.75

	 
	 
	 
	 

	Activity ratios
	 
	 
	 

	Net asset turnover
	2.38
	1.80
	2.26

	Stockholding period (in days)
	36
	38
	31

	Debtor collection period (in days)
	41
	43
	47

	Creditor payment period (in days)
	53
	51
	48

	 
	 
	 
	 

	Liquidity ratios
	 
	 
	 

	Current Ratio
	1.96
	2.69
	2.41

	Quick assets (i.e. acid test)
	1.40
	2.09
	1.88

	 
	 
	 
	 

	Capital gearing ratios
	 
	 
	 

	Gearing ratio
	0.67
	0.75
	0.88

	Debt to equity
	1.99
	3.02
	7.39

	Interest cover
	6.22
	3.76
	2.44

	 
	 
	 
	 

	Investor's ratios
	 
	 
	 

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

	Earnings per share (pence per share)
	0.20
	0.13
	0.10



It can be observed from  the above calculated ratio that Ineos as a company has a good profitability figures. The net profit margin of Ineos has increased fro, 13.75% in 2015 to almost 14.51% in 2017 which is almost a rise in 0.76% in net profitability. Even the gross profit margin of the company has remained  at the same level for the past 3 years. This implies the fact that Ineos has able to maintain a decent profitability over the years.
On the other hand, it is also evident that the liquidity is very strong for this specialty chemical manufacturer. It is pertinent from the fact, that the value of the acid test ratio has been always more than  1 . So this implies that even without the considering the inventories into the current asset level,  the firm possess enough liquid assets to pay the short term obligation. 
It is also seen from the above calculation that the activity ratios has been very good for Ineos. It is because of the fact that Net asset turnover has increased from 2.26% in 2015 to 2.38% in 2017. So there is a marginal increase in net asset turnover which indicates the fact that sales with respect to total asset has increase. This is very good indicator of a strong financial performance as specialty chemical manufacturing requires high investment in fixed asset and increase in ratio such as net asset turnover indicates strong growth in sales. 


[bookmark: _Toc535169213]Action Plan & Future Strategies: 
The effective usage and implementation of the Fracking technology in the INEOS has been strategically decided by the CEO of the company. The decision taken by the CEO for investing in the Fracking technology has proved to be positive because of the efficacy of the technology of gas extraction from, the underground. They have used this technology in Scotland too where the government has restricted the usage of this technology through imposition of the ban. INEOS as a chemical manufacturing company is a market leader of the chemical manufacturing industry because they are able to manufacture the special hydrocarbon based chemicals which has high demand in different manufacturing companies. These chemicals are used in the manufacture f the automobiles, electronic appliances and electronics parts, drugs, furniture’s, cosmetics and toiletry products, pharmaceuticals etc. with higher growth of these industries, the growth of the chemical manufacturing industry is related directly. The CEO and the entire management of the company is now focusing on expanding their business in the international market by landing on the developing countries like India. Since the GDP of India is rising promisingly, it suggests that the Indian economy will increase significantly in the near future giving huge scopes of market and profits for INEOS. India is a nation which has high demands of gas and crude oil because they do not have depositions and therefore the demand of INEPOS will also be high. Moreover there is emerging economy paving the way for the development of the different industries like automobile manufacturing industries, electrical and electronics manufacturing industry, battery and pharmaceutical manufacturing industries, Furniture manufacturing industry and several other emerging industries. Therefore there is huge requirement of chemicals in India which can be utilized in the different sectors efficiently (Wood & et al, 2012). After globalization, the country is being connected to various other economies by settling and developing new international relations. The Indian government is also making tie ups with various nations and international companies to fulfill their requirement of fuels. Another positive factor for setting up their business in India is that the cost of labor in India is very cheap leading to less operational cost in India as compared to UK. This is because the availability of labors in India is very high since there is growing population and limited scopes of employment in India (Brada & Singh, 2017). The exclusive chemicals which are manufactured by INEOS will also have high demand in India leading to the promising future of the company in their new space of expansion. The location of India can also serve as an important economic hub for INEROS because of its neighboring countries like China which is an important market for INEOS. One of the important future goals of the company is that they must make sure to continue their business in the field of petrochemical business, because they are expertise in the same field and therefore they must not change their field of business. In order to have a profitable business in the Indian market, they should use their specialty chemical and petrochemicals as the field of operation in India. 
[bookmark: _Toc535169214]Recommendation & Justification: 
The huge amount of investments made by Mr. Radcliff in different sectors of business like in the auto mobile manufacturing business, sports industry and entertainment business in India is not justified enough. Since the company has been operating its business in the chemical manufacturing business and manufacturing different hydrocarbon based chemicals which are actually used in different other manufacturing industries as one of the raw materials and for the processing and extraction of other metals (Vennestrøm & et al, 2011). There are various other sectors such as the automobile manufacturing industry, electrical goods and electronics manufacturing industries, cosmetics manufacturing industry etc. INEOS has been operating in this business of manufacturing chemicals for a long time in the global market and due to globalization the economic growth of the other nations is increasing rapidly leading to the development of various other industries which lead a way to the development of the chemical manufacturing industry like INEOS. The Investments made by the CEO of the company in the different sectors is worth £600 million in 2016 has collapsed massively. However the business of the chemical manufacturing is pretty promising because of the profitable numbers it is earning to the company. Since they have considerable amount of experience in the field of chemical manufacturing, it is always recommended that the company should try to expand and operate their business in the same field of operation. 
The special hydrocarbon based chemicals which are manufactured by INEOS have high demands in the different sectors. There are very few companies which can manufacture similar products and therefore the competition to the company in the market is null (Pananond, 2007). The company has a good connection and channels in the field of chemical manufacturing and petrochemicals business which they can utilize efficiently in order to enter new markets of operation. When they enter a new market of operation, they should be able to have a competitive advantage rather than being newbie in the field as well as market of operation. 
With significant growth of the different sectors such as automobile and electronics industries in India, there will be huge demand of the chemicals which are manufactured by INEOS leading to a successful business set up in the market of India. The management of the company must focus on making new relations in the Indian market through making contacts and connections in the different areas of operations. They must analyze the growing trends in the market of India in the different metropolitan cities where the market will be higher. They should also create channels with different manufacturing organizations in India because of the utility of their products. Hence there are several profitable advantages of the company after they expand their business successfully in India. 
The growing GDP of the countries will also serve in favor of the successful establishment of INEOS in India or in China. In India, TATA group is a renowned chemical manufacturing company and therefore there is limited competition in the market (Neelis & et al, 2007).
The most probable worry for the development of the petrochemical business of INEOS is that they use the natural sources of gas and crude oil which are present in limited stocks in the world. Since these are non-renewable sources of energy, the threat to scarcity of the energy sources is very high. Moreover emergence of Brexit is another important threat top the development of INEOS in the UK and EU.
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