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1. Executive Summary

INEOS is one of the world’s largest chemical industries.  The competition in the industry is intense.  Over the past years, the company has implemented a range of strategic initiatives to enhance the position in the market.

There are various strategies to lower the operating costs and focus on more differentiated products.  There are also strategies for product development, market penetration and market development, integration and retrenchment. 

In this report, we have given the internal audit and external audit of the company.  Based on the analysis and evaluation and strategic options, we recommend the following strategies:
a. Market penetration and development
b. Related diversification to serve the end market
c. Corporate governance and organisation structure
d. Financial reorganisation
e. Research and technology advancement
f. Succession planning

The success of the strategic management depends on the strategic implementation and monitoring.  Management endorsement and empowerment should be emphasised to ensure the success implementation.  Last but not least, the corporate social responsibilities should be included in the strategy program in order to earn the trust and support from the various stakeholders.




2. Company Situation

2.1 Overview

INEOS is one of the largest chemical companies in the world nowadays.  The success originated from Mr James A. Ratcliffe’s leadership during the 1990s and 2000s.   The Ratcliffe’s entrepreneurial movements progressed to the 2010s when other strategic opportunities emerged during the period.  The development of INEOS could be categorised into three phases.  The first phase is deal-making with backward, forward and horizontal integration.  The second phase is restructuring during world recession.  The third phase is organic growth and strategic joint ventures.

Today Mr James Ratcliff is the richest person in the UK according to the Sunday Times Rich List 2018 and he becomes the first British-born industrialist to top the list.  The three principal shareholders of INEOS Limited are Mr James Ratcliffe, Mr Andrew Currie and Mr John Reece and they are the management of INEOS Limited to review the performance and business plans of INEOS Group since the early 2000s.  The strong background of the management in chemistry and the successful business strategies contributed to the tremendous growth of INEOS in the past decades.  The leadership style of Ratcliffe and his management could be analysed as transactional and emergent and their past success depends on the deal-making opportunities appearing in the value chain and the financial resources available for the integration deals and the growth of business.

The recent industrial difficulties and disputes in Grangemouth reflected the low people management and uncompromising style of INEOS.  It threatened to shut down the loss-making Grangemouth petrochemical plant but eventually settled the dispute by making cuts to pension benefits.  INEOS was admired for the business success but was disliked by the trade unionists and environmentalist.  Ratcliffe moved from the UK to live in Switzerland and travelled around on an expensive yacht and this remote working relationship with the industrial sites will hinder the negotiations for future business development.

The INEOS company was not floated on the Stock Exchange.  The investments are secured through partnerships and bank loans.  The debt service obligations of INEOS and the highly competitive nature of the chemical industry impose the significant financial risk to the companies.  The future development of INEOS will depend on its ability to generate sufficient cash flow to service the debts.   

Given the current business environment, INEOS has diversified its business activities into hydraulic fracking, motorcycle riders, clothing, cars and sport.  The company sees plenty of potential in these businesses but this diversification strategy has yet to be proved sustainable.  Besides this diversification strategy, the management should work on the future business strategies and review its research and technology capabilities to cope with the current and future health, safety and environmental requirements.


2.2	Internal Audit

INEOS is a privately owned multinational chemical company headquartered in London, UK.  It was founded by Mr. James A. Ratcliffe in 1998.  It operates 32 manufacturing sites in six countries throughout the world.  INEOS manufactures and distributes a wide range of petrochemicals, specialty chemicals and oil products.  As of 31 December 2017, the total chemical production capacity was approximately 21,700 kta, of which 58% was in Europe and 42% in North America.  Its products serve a broad range of end markets, including packaging, construction, automotive, white goods/durables and pharmaceuticals.

2.2.1 Financial ratios

Income statement
INEOS operates three business segments: Olefins & Polymers Europe, Olefins & Polymers North America and Chemical Intermediaries.  The financial results are shown below:
	
	For the year ended

	
	31 December

	
	

	
	2017
	2016

	
	(€ in millions)

	
	
	

	Income Statement
	
	

	Revenue
	15,210.40 
	12,609.90 

	Cost of sales
	(12,524.20)
	(10,141.10)

	Gross Profit
	2,686.20 
	2,468.80 

	Distribution costs
	(206.50)
	(195.30)

	Administrative expenses
	(418.60)
	(406.90)

	Operating profit
	2,061.10 
	1,866.60 

	Profit of associates and jointly controlled entities
	143.50 
	29.30 

	Profit on disposal of fixed assets
	2.60 
	3.70 

	Pofit before net finance costs
	2,207.20 
	1,899.60 

	Net finance income/(costs)
	92.60 
	(326.00)

	Profit before tax from continuing operations
	2,299.80 
	1,573.60 

	Tax charge
	(301.50)
	(340.20)

	Profit for the year from continuing operations
	1,998.30 
	1,233.40 

	
	
	

	Other Financial Data
	
	

	EBITDA before exceptions
	2,529.40 
	2,330.80 

	Depreciation, amortisation and impairment
	468.30 
	442.90 

	Capital expenditures
	914.60 
	691.90 

	Total indebtedness
	6,193.00 
	8,066.90 

	Net debt
	4,826.70 
	5,862.80 





	
	For the year ended

	
	31 December

	
	2017
	2016

	
	(€ in millions)

	Revenue
	
	

	Continuing operations
	
	

	  O&P North America
	3,573.90 
	2,855.90 

	  O&P Europe  
	5,896.70 
	4,966.50 

	  Chemical Intermediates 
	7,589.40 
	6,204.30 

	  Eliminations  
	(1,849.60)
	(1,416.80)

	
	15,210.40
	12,609.90

	
	
	

	EBITDA before exceptionals
	
	

	Continuing operations
	
	

	  O&P North America 
	896.00 
	956.40 

	  O&P Europe 
	814.00 
	708.70 

	  Chemical Intermediates 
	819.40 
	665.70 

	
	2,529.40 
	2,330.80 

	
	
	

	Operating Profit Margin
	
	

	Continuing operations
	
	

	  O&P North America
	25%
	33%

	  O&P Europe  
	14%
	14%

	  Chemical Intermediates 
	11%
	11%





Balance Sheet

	Consolidated balance sheet
	

	
	As at 31/03/2018
	As at 31/12/2017

	
	(€ in millions)

	Non-current assets
	
	

	Property, plant and equipment
	4,288.10 
	4,255.40 

	Intangible assets
	717.50 
	731.60 

	Other receivables
	964.70 
	957.40 

	Investment and other assets
	768.40 
	778.10 

	
	6,738.70 
	6,722.50 

	Current assets
	
	

	Inventories
	1,273.20 
	1,246.50 

	Receivables
	1,846.00 
	1,712.90 

	Cash and cash equivalents
	1,484.20 
	1,366.30 

	
	4,603.40 
	4,325.70 

	
	
	

	Total assets
	11,342.10 
	11,048.20 

	
	
	

	
	
	

	Total equity
	2,011.80 
	1,696.80 

	
	
	

	Non-current liabilities
	
	

	Interest-bearing loans and borrowings
	6,057.00 
	6,094.90 

	Trade and other payables
	122.30 
	120.10 

	Employee benefits
	684.50 
	701.00 

	Other liabilities
	230.60 
	233.40 

	
	7,094.40 
	7,149.40 

	Current liabilities
	
	

	Interest-bearing loans and borrowings
	60.80 
	63.00 

	Trade and other payables
	1,857.10 
	1,877.90 

	Other liabilities
	318.00 
	261.10 

	
	2,235.90 
	2,202.00 

	
	
	

	Total liabilities
	9,330.30 
	9,351.40 

	
	
	

	Total equity and liabilities
	11,342.10 
	11,048.20 





The financial leverage ratios of INEOS are shown below:

	
	As at 31/12/2017
	As at 31/12/2016

	
	
	

	Debt to Total Assets Ratio
	84.6%
	96.2%

	Long-term Debt to Equity Ratio
	421.3%
	2127.2%





Financial analysis

It is revealed from the above financial ratios as follows:

1. The profit margin of O&P North America is 25% which is higher than O&P Europe and Chemical Intermediates.  EBITDA is the earnings before interest, taxation, depreciation and amortisation.

2. The profit margin of O&P North America decreased from 33% in 2016 to 25% in 2017.

3. The financial leverage ratios are high which are 96.2% and 84.6% in 2016 and 2017 respectively.  


There are financial risks associated with the present capital structure and indebtedness.  INEOS is heavily indebted and the repayment of debts reduce the availability of cash flow for working capital, capital investment and strategic acquisitions and opportunities.  There also exists restrictive covenants in the debt instruments that adversely affect the ability of INEOS to react swiftly to changes in the business environment.

2.2.2	Resources-based view of internal assets
INEOS owns the strong production facilities and technological know-how that have enabled it to manufacture raw materials into higher value-added products.  It manufactures products from crude oil and natural gas and earns the cost advantages of operating large scale and highly integrated facilities located near major transportation sites and customer locations.  The internal resources include the physical resources, human resources and organisational resources.  These internal resources of INEOS are rare, hard to imitate and are not easily substitutable that have led to the sustainable competitive advantages of the company in the chemical industry.

The efficient internal processes and effective management culture give rise to the core competencies of INEOS in the chemical industry and this further evolved into the sustainable competitive advantages of the company.  The research and development facilities and personnel are highly qualified and cost effective.  The company’s value chain activities are competitive compared to rivals and thus are conducive to earn high profit margin in the market place.

 The group has grown quickly through the acquisition of cast-off chemical businesses from well-known blue-chip giants such as BP, ICI and BASF.  The extensive business integration from upstream to downstream for the major products enables the group to set up the highly integrated facilities that capture the high profit margins across the value chain.  This gives the certainty of feedstock supply, reduce operational costs, optimise the facilities utilisation and resources management in the group.

2.3 External Audit

The external factors include political, economic, sociological, technological, environmental and legal consideration (“PESTEL”).  Organisations develop the strategies in the context of the market place, i.e. the external environment.  Environment comprises all the things outside the organisation.  

The general economic, social and political conditions in Europe and North America have worsened in the recent years.  The British exit (“Brexit”) is the impending withdrawal of the United Kingdom from the European Union.  The sterling devaluation, unemployment, inflation and immigration problems are some of the uncertain factors in the UK.  On the other hand, there are worrying economic signs of stagnation and unemployment following the US-China trade war tariffs.  The tightening political atmosphere have disrupted the mutual trust and confidence between countries which in turn have dampened the capital investment by the businesses.  The demand for consumer and industrial products have generally decreased in view of these unresolved disputes.

The markets of chemical products are highly competitive.  The competitors range from large global petrochemical companies to smaller regional companies.  Some competitors are fully state-owned and have goals other than maximising profits, such as fostering the economies of the countries and providing local employment and therefore could provide products at unprofitable prices creating downward pressure on the product prices.  INEOS need to react to the keen competitions in the market for the chemical products.

The cyclical and highly competitive nature of the chemical products are the inherent risks in the business and INEOS should find ways to maintain the competitive advantages by ways of cost savings and/or product differentiation.  The ability to utilise the technological and manufacturing assets could further increase sales and profitability of the company.  The company should enhance the relationship with the stakeholders which include governments, customers and employees in order to retain and develop the business in the market.

The public awareness on the impacts of climate change has drawn increasing regulatory requirements on the health, safety and environmental issues.  The costs have increased to deal with the greenhouse gas emissions, environmental contamination, employment safety and operational hazards and this reduced the profitability of the business.  There are also risks related to litigations filed against INEOS that will cause material adverse effects on the operational and financial results and the reputations of the company.

The technique of hydraulic fracking to access the difficult-to reach resources of oil and gas is under serious attack by the environmental groups.  Fracking involves the injection of water, sand and chemicals into the rock at high pressure which allows the gas to flow out to the head of the well where the gas can be collected.  However, the chemicals used in the process may contaminate drinking water supplies around the fracking site.  And the environmental groups are worried about the environmental issues related to the fracking.  INEOS is subject to the risks of compensation payments arising from the potential litigations filed by the opponents.  There are concerns that the fracking process can cause the earth tremors.  The huge volume of water used for fracking also comes at high environmental costs.

3 Analysis and Evaluation

The vision of INEOS is to become a customer-focused company.  Its business mission is to be the supplier of choice to its customers.  INEOS manufactured a diversified chemical product portfolio with a wide range of end market applications.  Its chemical intermediaries have differing industry cycles that provide INEOS with earnings strengths worldwide.

The process of generating and selecting strategies involves the three-stage analytical framework.  Stage 1 is the input stage to identify the internal and external factors of the company.  Stage 2 is the matching stage to generate feasible alternative strategies by aligning the key internal and external factors of the business.  Stage 3 is the decision stage to select the strategies that involves the tactics and politics of the strategy choice of the management.

In this report, we will perform the analysis and evaluation of the strategies as follows:
Input stage:	Section 2 - Company Situation 
Matching stage:	Section 3 - Analysis, Evaluation, and Strategic Choice
Decision stage:	Section 4 - Recommendation



3.1	The Strength-Weaknesses-Opportunities-Threats (SWOT) Matrix

INEOS has invested heavily in production facilities to ensure operation efficiency.  This enables the cost savings and higher utilisation rates than most of the competitors.  This integrated production units enables the company to maintain positive margin even during downturns in industry cycles or customer demand.  Over the past years, the company has enhanced the productivity and focus on differentiated products to improve the profit margins.  This has provided the company with a strong platform to drive growth in the end markets.

There are four types of strategies:
1. Strength-opportunities strategies
2. Weakness-opportunities strategies
3. Strength-threats strategies
4. Weakness-threats strategies

Both the environment and the organisation are constantly changing.  We need to link the organisation’s resources with its environment to come with the strategic management.  Based on the above analysis of internal and external factors, INEOS should use strength-opportunities strategies or strength-threats strategies to cope with present situation.  The strength-opportunities are to use the company strengths to take advantage of external opportunities.  The strength-threat strategies are to use the company strength to avoid or reduce the impact of external threats.

These strategies involve the product development, market penetration and development, related and unrelated diversification.  INEOS has gone through the high growth stage and now come to the maturity stage that necessitates the consolidation strategy by the company.  Retrenchment and divestiture of some non-profit making business units may be required.  Non-core activities that are not contributing the financial benefits to the group should be streamlined or eliminated from the group.  Detailed analysis of the business units in the chemical production need to be performed before the management could draw conclusions on the ways forward.




3.2.	The Boston Consulting Group (BCG) Matrix

	BCG Matrix allows INEOS to manage its portfolio of businesses by examining the market share position and the industry growth rate of each division relative to all other divisions in the organisation.  The three business segments of INEOS are Olefins & Polymers Europe, Olefins & Polymers North America and Chemical Intermediaries.  

BCG Matrix:
[image: ]


INEOS is now positioned at the Quadrant II “Stars” and is moving gradually to Quadrant I “Question Mark”.  It is not Quadrant III “Cash Cows” as the cash generated from businesses has been used for repayment of debts or the capital investments in the facilities, there are not plenty of cash retained in the business for working capital and investments.  





3.3	Grand Strategy Matrix
[image: ]

The three business segments of INEOS are Olefins & Polymers Europe, Olefins & Polymers North America and Chemical Intermediaries.  The North American market and European market for Olefins and Polymers are quite different in terms of pricing structure and distribution channels.  Each market experiences different rate of growth and rate of returns.  The profitability of each segments is different and is changing continuously.  

INEOS is one of the largest producers of olefins and polymers in the world.  Its focus of olefins business is on ethylene and propylene, which are also key building blocks for polymers.  Its focus of polymers business is on polyethylene and polypropylene.  Olefins are also sold to customers for a variety of industrial and consumer applications, including the manufacture of plastics, rubber and fiber.  INEOS operate a total of 17 sites for olefins and polymers.  These facilities are highly competitive proprietary technologies that support INEOS to earn the profits as compared to the competitors.  For the year ended 31 Dec 2017, the businesses of Olefins & Polymers Europe and Olefins & Polymers North America contributed €5.9 billion and €3.6 billion of revenue and €814.0 million and €896.0 million of EBITDA before exceptional respectively.

Chemical intermediates are high value added chemical products used in a wide variety of consumer and industrial products.  For the year ended 31 Dec 2017, the business of chemical intermediates contributed €7.6 billion of revenue and €819.4 million of EBITDA before exceptional.

There are intense competitions in the markets of Olefins and Polymers and chemical intermediates.  The key competitive factor is the ability to manage costs successfully which requires the management to reduce unit costs and improve efficiency.  These include efforts on technology, operation scale, feedstock access and facility utilisation.

In general, INEOS is now positioned at the Quadrant I and is moving gradually to Quadrant II.  Other than cost efficiency, INEO should adopt strategies of product development, market development and penetration, related diversification to cope with the intense competition in the markets.

There are some recommendations on the strategies to be adopted by the company.  The final decision will depend on the strategic leadership of James Ratcliffe and the management.  The success of the strategic plans will depend on the strategy implementation and monitoring.  This will be shown in Section 4 for the recommendation and Section 5 for the Action Plan.


 
3.2 

4 Recommendation

Under the strategic direction of Mr James Ratcliffe, INEOS has become increasingly profitable in the sector of chemical industries.  These strategies include the forward, backward and horizontal integrations of the target companies in the value chain.  Cost leadership and product differentiation are the successful strategies of INEOS to sustain the competitive advantages of the business.  

INEOS has a diversified product portfolio with a wide range of end market applications.  The differing industry cycle of the chemical intermediates businesses provide earnings strength worldwide.  In recent years, INEOS has diversified into other business sectors, such as hydraulic fracking of gas production, clothing, motor vehicles and sport.  The management sees the potential in these diversified businesses and takes the strategic opportunities to increase the profitability of the Group.

4.1 Market penetration and development 

According to Q3 2018 trading statement of INEOS, O&P North America reported the EBITDA of €233 million compared to €216 million in Q3 2017, O&P Europe reported the EBITDA of €171 million compared to €196 million in Q3 2017, and chemical intermediates reported the EBITDA of €227 million compared to €165 million in Q3 2017.  The business of O&P North America and chemical intermediates have continued to benefit from the efficient productivity and the strong market.  However, the demand in O&P Europe has slowed down in the period. 
The supply and demand in the petrochemical industry has been highly cyclical and this volatility in supply and demand impacts the profit margin of the business.  We could see the further potentials in the markets in Olefins and Polymers North America and Chemical intermediates with higher profit margins.  The management could further develop and penetrate into the markets of Olefins and Polymers North America and Chemical intermediates to enhance the profitability of the Group.  The company should concentrate on the high growth segments and divert the resources from the loss-making segments.

The market segmentation decisions affect the marketing mix variables: product, place, promotion and price.  In relation to the chemical products, the company should develop the product positioning plan which involve the comparison of the products with competitors on dimensions that are most important to the success in the industry.  An effective product positioning strategy could distinguish the company from the competitors.  In the product position map, the company could identify the area where the company’s products are most competitive in the target market.  Then the company could develop a marketing plan to position the company’s products accordingly. We should develop the products in consideration of the quality, features and usage for the needs of the customers.

The successful marketing plan involve the strategies in the areas of the place, the promotion and the price.  The market segmentation is to divide the market into distinct subgroups of customers according to the needs and habits.  The decisions on place, promotion and price should then be made in view of the needs in the market segments.  The variables of place include distribution channels and coverage, sales territories and transportation methods.  The promotion aspects include advertising, promotion and publicity.  The pricing policy will depend on the customer groups and the payment terms with discount policy.

4.2 Related diversification to serve the end market

INEOS has gone through the high growth stage and now nearly come to the market saturation stage.  Diversification strategy could lead the company to increase the income source, reduce the concentration risk, moderate the cyclical income effect, and enhance the profitability.  Diversification includes related diversification and unrelated diversification.

The company should concentrate on the chemical upstream and downstream businesses for the diversification strategy.  The related products include adhesives, agriculture, automotive, bio fuel, coatings, construction, cosmetics, film and sheet, food, medical and pharmaceutical, packaging, paint and ink, pipes, pulp and paper, rubber and tyre, textiles, wire and cable.  This diversified product portfolio has a wide range of end market applications.  The related diversification strategy could share the knowledge in the industry and earn the synergy benefit in the production scale and marketing campaign.  The management has the official and unofficial channels of business connection with the personnel in the related industries.  There are business opportunities by ways of alliances, project co-operations, mergers and acquisitions, backward and forward integrations.

The disadvantages of unrelated diversification are the message and image confusion to the customers on the products of the company.  The profile of the company as projected from the brand name is not clear and this makes the promotion campaign difficult to be launched.  INEOS has built a new vehicle based on the Land Rover Defender.  The company bought Belstaff, the luxury motorcycle wear maker.  The company also acquired the Swiss football team FC Lausanne-Sport.  There are profit potentials in these businesses to the Group.  However, the management expertise and technical know-how in these areas seems to be lacking.  The management does not possess the strength in producing and marketing these products.  It also diverts the management attention from the core business of chemical industry to these sideline businesses.  

There should be management plans to review the product portfolios and financial analysis should be performed on these new products.  The revenue and profit contribution from these new products, clothing and sports, should be analysed in details.  Retrenchment and divestiture may be needed in some products and business segments.  However, if the diversification into clothing and motorcycles are justified for the end market application, the management should provide the financial data to support the plans.  It needs to be reviewed that the group will shift the management focus from the technical production of the chemical raw materials to the chemical application to the end markets.  

The management may have plans to build INEOS into global conglomerate which comprise the chemical production and end market applications.  The strategic business unit (“SBU”) structure will be appropriate to facilitate the strategy implementation by co-ordination of similar divisions and channel the accountability to the separate business units.  The SBU structure involve the grouping of the similar divisions into strategic business units and delegate the authority and responsibility for each unit to the senior executives who in turn will report to the responsible executive officers.

4.3 Corporate governance and management structure

The current management structure of INEOS is highly concentrated into the key personnel.  As the group expands into global conglomerate of wide range of product portfolios, the corporate governance and management structure need to be reviewed to cope with the business needs.  The board of directors should consist of executive and non-executive directors.  They should own the management expertise in the responsible business units, chemical extraction/production and chemical application to end markets respectively.  The corporate governance should be strengthened in the areas of the board composition, minutes records, internal controls and financial controls.  The company has a relatively short history of 30 years but has now to the huge size with big names of the products.  The past management structure and style may not be adequate to cope with the future development.  The office politics and personnel deployment need to be addressed when the management structure is planned.

The strategic business unit (“SBU”) structure or matrix structure could be considered for the organisation needs in view of the participative planning, roles and responsibilities, communications, internal control and financial controls.  Restructuring may involve the downsizing and delayering of the management organisation.  The number of employees, number of divisions and units, number of hierarchical levels in the organisation structure will be affected during the restructuring and re-engineering.

As the technical know-how and management needs for the diversified products are different, the corporate governance and management structure need to be reviewed to cater for the current market needs.  Geographic expansion and product proliferation mean that the management structure or organisation structure need to be changed.  The increased bureaucracy in relation to the expanded organisation requires the formal planning and control systems.  On the other hand, the increased decentralisation requires the monitoring procedures to maintain the internal and financial control.  For the organisation to be effective, there should be matching process between company strategy and organisation structure.  Other areas that go beyond the organisation structure include strategic planning process, recruitment and training, reward system for employees and managers, management information system and processes.


4.4 Financial reorganisation

The company’s financing arrangements include secured term loans, secured notes and unsecured notes.  The company has various financing arrangements through the Receivables Securitisation Program, Letter of Credit facility, Term Loan facility and Bank loans.  Some notes are subject to redemption at the option of the company.  Some notes are secured by the pledges of shares of INEOS Holdings Limited and some notes are guaranteed by INEOS Holdings Limited.  The restrictive covenants include limitations on indebtedness, restricted payments, transactions with affiliates, liens, sales of assets and dividend payments.

The financial risks are related to the foreign currency exchange rate fluctuations and cash flows from the operations.  There are liquidity requirements to meet the needs to repay the debts, to fund capital expenditures for the production facilities and the general working capital.  To meet the investment and liquidity needs, the company could raise funds by floating the shares to the stock exchanges.  However, there will be concerns on the management controls as the financials of the company will come to the close scrutiny by the investors and the public.  The management decisions become more difficult as it needs to meet the needs of various stakeholders.  The company needs to maintain good relationships with stakeholders both inside and outside the organisation.  There are increasing demands on management’s time and resources to address the needs of the various parties.  As the company grows in volume and complexity, there are additional requirements on the control and monitoring.  This consumes lots of management attention.


4.5 Research and technology advancement

The operations of chemical industry result in emissions of carbon dioxide and methane.  The increased concern about the sources and impact of climate change has led to the regulatory measures to monitor the discharge of materials into the environment.  There are substantial costs incurred to ensure the continued compliance with the laws and regulations on the protection of environment.  Such requirements have increased the operation costs and thus impact the profit margins of the business.

The company is subject to various proceedings by the regulatory bodies under the applicable laws relating to the protection of the environment.  The general public and the government authorities are more concerned about the discharge of materials into the environment.  Capital expenditure should be increased on the production facilities to address the issues arising from the impact of climate change and health, safety and environmental requirements.

Investments should be placed on the research and technologies to reduce the pollution and contamination of the environment.  This will reduce the risks of litigations filed against the company and the compensation claims required on the company.

The Edinburgh geologists and scientists opposed the hydraulic fracturing that involves the pumping the water and additives into rocks containing hard to reach energy sources.  This has raised the environmental concerns on water contamination, waste and gas escapes.  Research and technology should focus on the renewable energy resources instead of the fossil fuels.  Renewable energy resources include solar energy, wind energy and hydraulic energy.

INEOS could set up scholar funds to geologists and scientists in the areas to explore other sources of energy and thus strengthen its position in the study of the energy sources.   Research and technology efforts should be spent to minimise the environmental hazards and replenish the energy sources.  


4.6 Succession planning

The success of the INEOS depends on the continued service of the key persons in the management which include James Ratcliffe, Andrew Currie and John Reece.  And the future growth of the group depends on the ability to attract and retain skilled and technical personnel at all levels of employment.  

The current management position is as follows:
	Name
	Age 
	Position

	James A Ratcliffe
	65
	Chairman

	Andrew Currie
	62
	Member of the Board

	John Reece
	60
	Member of the Board

	Jim Dawson
	73
	Non-Executive Director of INEOS Capital

	

	
	


Recruitment and training should be carried out to attract and retain the new management members to the group.  The management philosophy will be continued by the early succession planning.  Motivation and reward system is part of the strategy implementation to ensure the successful achievement of the strategic objectives.  The company strategy entails risk-taking and innovation and this is difficult to measure accurately.

5 Action Plan

[bookmark: _GoBack]5.1	Mission and task force

The vision of INEOS is to become a customer-focused company.  Its business mission is to be the supplier of choice to its customers.  The customer focus should remain in the chemical production and its related end market users.  As the management projects the slow growth in the chemical industry in the coming future, INEOS has diversified into the related businesses such as hydraulic fracking of gas production and cars production which are the end markets of the chemical production.  The diversification into the unrelated businesses such as clothing and sports has the strategic justification to enhance the corporate image.  The brand name of INEOS becomes widely known in the general public and this helps the promotion programme to be launched.

The key values of the business should be shown clearly to all levels of staff and action plans are drawn up to put these into actions.  Balanced scorecard could be developed to measure the results on a periodic basis.  Appropriate reward and incentive system should be implemented to encourage the successful implementation of the strategies and uphold the key values of the business in the future.

In accordance with the mission and value statement, the key values of INEOS are the excellency in the following areas:
1. Safety, health and environmental performance;
2. Customer satisfaction;
3. Cost effective and high-quality production;
4. Innovation and achievement oriented; and
5. Real value creation for customers and employees.

These values should be embedded into production procedures of the business.  The customer focus and value-added mission is the strategy to keep the company in the competitive position of the industry.  Financial budgets should include the following areas: cash, operating volume, sales, expenses, fixed and variable costs and profits.  Business analytics include the management information system technique of data mining for management decision.
The task force and project implementation are equally, if not more, important as the strategy itself.  The strategy execution and monitoring require huge manpower and resources and its success also depends on the management endorsement.  The resources allocation, work conflicts, alter the organisation culture are part of the steps of the strategy execution and implementation.  INEOS will evolve from the close tight organisation to the open organisation and this involve change of company culture.  Management consultants can be employed to devise the plans and tactics to help the organisation to transform from the company smoothly.

5.2 Implementation system

The implementation includes the following processes:
a. Objectives, task setting and communicating
b. Resource allocation
c. Monitoring and controlling the plan
d. Balanced score card

The managers should plan the procedures to assess the resources allocation, monitor the progress and evaluate the performance on a timely basis.

Appropriate reward and incentive system should be in place to ensure the strategies will be executed successfully.


5.3 Corporate social responsibility

The management should pay attention on the increasing demands of the public on the corporate social responsibilities.  The stakeholders include government, customers, employees and the public.  The impact of climate change, the benefit of employees, product safety, environmental preservation should be considered the strategic management. 

INEOS carries out chemical production and this has inherent hazards to the environment.  Careful strategic planning should be made in the aspects of corporate social responsibilities.
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