[bookmark: _Toc524007880]Executive summary
The report is based on a case study of Ineos to identify the strategic option which can improve the business of the company. This will link to the current vision, mission, value and strategies of the company. The analysis is based on the internal (VRIO and value chain analysis model) and external analysis (PESTEL and Porter five forces models) to find the strategic position. By using the SPACE analysis, Ineos is in the aggressive strategic position. Therefore, the best strategic option is strategic product development. The second strategic option is that Ineos needs to consider the strategic market penetration. This report also includes the suggestion of barrier and overcome the barrier in order to create value and competitive advantage of the business.
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[bookmark: _Toc524007882]1. Introduction
The competitive business environment is full of risks and opportunities. By managing risks and opportunities effectively, the management can improve its business performance (Mendip District Council, 2015). Therefore, the environment factors should be undertaken considerations in order to make use of the opportunities and minimise risks that can maintain or increase competitive advantage (Doyle, 2011). In the case of Ineos, the leadership of Jim Ratcliffe (JR) takes a very risky decision. However, the risks are the opportunities for the sustainable business growth. Under JR strategic change, Ineos worth is £35 billion. However, changing environment factors always affect the business. As a strategic management consultant, this report is aimed to carry out a strategic internal and external analysis in order to identify possible strategic options and overcome the barriers of the strategic options development. 

[bookmark: _Toc524007883]2. Vision, mission, value and strategies
Large companies often have their mission and vision as well as business strategies (Johnson et al., 2011). The vision and mission of Ineos are: “to be the supplier of choice to its customers” (Ineos, 2018). The company focuses on its responsibility for “safety, health and environmental very seriously”. Ineos also is fully committed to continuing to improve the performance across the operations (Ineos, 2018). 

Ineos business strategies focus on the five corporate key values (Ineos, 2018) which are:
1. To commit excellence in safety, health and environmental across its operations;
2. To concentrate on customer satisfaction, quality as well as reliability;
3. To be cost-effective and to produce high-quality products;
4. To encourage innovation, entrepreneurship and performance-based reward; and
5. To give authorisation to employee in order to create real value for stakeholders.  

[bookmark: _Toc524007884]3. Internal environment issues
Before exploring the external environment issues, it is important to review the internal environment issues through the internal audit (Johnson et al., 2011). To identify the internal environment issues of Ineos, there are two analysis tools used which are VRIO and value chain analysis. 

[bookmark: _Toc524007885]3.1 VRIO
According to Frue (2017), VRIO is an internal analysis tool to evaluate the organisation’s resources and capabilities in order the business can maintain a competitive advantage. VRIO consists of four criteria which are value, rarity, inimitability and organisational competence. 

The value of resources and capacities provides beneficial opportunities (Frue, 2017). Ineos operates its business in 24 countries with 171 sites (Ineos, 2018). These physical resources contribute significantly to maintain competitive advantage of the business. The financial report for 2017 showed the total assets of €11,048.2 million to support operations business which includes €731.6 million of intangible assets (Ineos, 2018a). The human resources have sufficient capacities to provide products and services under the leadership of JR with 19,000 employees in the global markets. JR transformation leadership style has created Ineos becoming a leading chemical company (Ineos, 2018). He also adopts the diversification strategy to the business into different sectors. However, he might have a people management problem with his autocratic leadership. But, it seems that his strategic fit is paid off to generate with annual sales of about £45 billion (The Sunday Time, 2018) and the business is worth of £35 billion (Sommerville 2018). In addition, Ineos also has a large amount of the financial resources. In the financial year 2017, Ineos has cash and cash equivalent of €1,366.3 million (Ineos, 2018a) that can maintain the competitive advantage.

The rarity of resources has developed Ineos business into the competitive advantage. JR becomes an increasingly powerful person in the UK chemical industry. By diversifying the business into the horizontal integration, it seems that more difficult for competitors to imitate the group business that increases the competitive advantage of the business. Referring to the product portfolio with a joint venture between Ineos and PetroChina International (London) Company Limited, for example, it creates a significant business strength in the market with refinery processes 210,000 barrels of crude oil per-day (Ineos, 2018) to fulfilling the market demand. However, although the rarity of the resource is high, Ineos has the weakness to recover increasing of raw material costs and the risks of the customer’s financial position (Ineos, 2018a).  

The imitability of resources can be difficult to imitate because Ineos is concerned about innovation for a wide variety of products. For example, Ineos products are more plastics to package, protect and preserve food & drink. The synthetic oil is able to reduce greenhouse gas emissions (Ineos, 2018). Looking at the large sales and the value of the company, It assumes that the imitability of resource of the business is medium. Although Ineos is able to maintain a positive margin, the profitability margin is declined. This is due to the downturn in the industry cycles and strong competitors. There is still a room to improve the internal capacity through the utilisation rate and availability of assets. For example, investments can achieve low cost and high utilisation rates (Ineos, 2018a). 

[bookmark: _GoBack]The organisational competence or the value of an organisation is the last step. Since the value, rarity, and imitability have strengthened Ineos position in the market, these criteria create added value to the organisation. Although Ineos faces intense competitions in the olefins and polymers markets, the management focuses on cost efficiency and managerial efficiency (Ineos, 2018a). The keys to organisational competence are based on the five key values of the organisation (see section 2). People create the organisational competence. Ineos develops innovative and sustainable solutions which are the organisational core value to the business. Ineos sustainable development consists of three dimensions which are social, environmental and economic. The sustainability is the key driver of innovation for Ineo (Ineos, 2018c) that develops the organisational competence. Another organisational competence is the integration of people, process and technology that make the product differentiation. The products have a positive impact on carbon efficiency and CO2 saving (Ineos, 2018b) that create the organisational competence.  
[image: https://www.ineos.com/globalassets/sustainability/home/ineos-sus-dev-icon.png]
Figure 1: Sustainable development of Ineo
Source: Ineos (2018c).

[bookmark: _Toc524007886]3.2 Value chain analysis
The value chain analysis to identify the areas that an organisation adds value to maintain a competitive advantage in the current market (Sommerville, 2018a). Porter (2001) contributes a value chain analysis tool that aims to collect information in order to create value for customers. The analysis contains the primary activities and support activities. 
[image: Porter's Value Chain Analysis by Michael Porter - ToolsHero] 
Figure 2: Porter’s value chain analysis
Source: (Van-Vliet, 2010)

The primary activities of Ineos are:
Inbound logistics is all about the relationship with suppliers that are involved receiving, storing, and internal distribution of raw materials. The relationship with suppliers to create value added for the organisation (Van-Vliet, 2010). Ineos has suppliers in the global markets through the complex contractual arrangements. Most of the suppliers are selected suppliers. These suppliers should be able to meet the obligation. It seems that the internal efficiency allows Ineos to add value to the business. However, there is room to improve the profitability (table 1). The volatility cost can create the commercial dispute. It can see that the gross profit margin is a decline from 19.55% (2016) to 17.66% (2017). If Ineos fails to build good relationships with suppliers to get best pricing, Ineos is unable to give the best pricing to customers.       
	

	
2017
	
2016

	Gross profit margin =Gross profit/sales
	17.66%
	19.55%


Table 1: Gross profit margin ratio

Production is important to increase the internal efficiency. The operating system should be able to create value by converting the input of raw material into the finished goods (Van-Vliet, 2010). Ineo production creates value for the business. For example, Ineos take the challenge of emission production and CO2 saving which can differentiate from its competitors. The business generates 60 million tons-per-year with 30% improvement of efficiency of carbon fibre and 20% of energy efficiency as well as 100% of recyclable PVC-based products. In addition, more than 90% of the acrylonitrile production are made by technology (Ineos, 2018c). The innovative production increased the return on net assets from 9.26% in 2016 to 12.13% in 2017 (table 2). However, there is still an opportunity for Ineos to create more value-added of products.
	Profitability ratios
	2017
	2016

	Return on net assets (i.e. ROCE)=EBIT/Total Assets
	12.13%
	9.26%


Table 2: ROCE

Marketing and sales must be effective in order to increase customer satisfaction and customer loyalty. A high level of customer loyalty will generate profit (Heskett et al., 1994). Neos has strong onto marketing and sales that helping the business to generate more sales and profits. For instance, Ineos generated EBIT of €2,207 million in 2017 compared with €1,900 million in 2016 (Ineos, 2018a). It seems that the marketing helps to generate more profits. However, the net profit margin ratio does not seem to increase the profitability of Ineos. It was 14.51% in 2017 which downs from 15.06% in the previous year (Table 3). 
	Profitability ratios
	2017
	2016

	Net profit margin =net profit/sales x 100%
	14.51%
	15.06%


Table 3: Net profit margin

In terms of debt collect period, Ineos has improved the efficiency to collect debts from 43 days in 2016 to 41 days in 2017 (table 4).  
	
	2017
	2016

	Activity ratios
	 
	 

	Debtor collection period (in days)
	41
	43


Table 4: Debtor collection period

Service is important in the business environment. Zeithaml et al (1998) claim that service always has a gap between customer perception and customer expectation. Ineos vision is “to be the supplier of choice to its customer”. The key values of the company are focusing on customer satisfaction and to create real value to customers (Ineos, 2018). If the service quality attributes can gain customer satisfaction and customer loyalty (Heskett et al., 1994), it can generate profit (Rucci et al., 1998). Ineos proves that the business making a profit. However, the downside is that the business is less profitable than the previous year (see table 1 and 3).    

The support activities of Ineos are:
The organisational infrastructure of Ineos is a good structure under the leadership of JR. The company is supported by functional units and business units as well as the corporate unit level. The accounts are consolidated into the group accounts. One of the key strengths of Ineos is the business is the strategic diversification into 30 business of end-use markets with a prove value creation (Ineos, 2018). 

Human resource management (HRM) has a significant impact on the value chain of Ineos. The human resource comprises 19,000 employees to support the business. The business through the vertically integrated as well as the horizontally integrated (Ineos, 2018). Referring to the claim of Rucci et al (1998), employee performance is important to increase customer satisfaction to gain profits. Ineos is able to increase sales and net profit. However, the management needs to review the profitability ratio to ensure creating a better corporate value. 

Technology is another support activity of Ineos. Ineos enable sustainable growth because of its technological innovation. It is Ineos strengths leading technologies to underpin to create strategic opportunities and manufacturing assets (Ineos, 2018). Technological and manufacturing assets allow Ineos to increase sales and the profitability (Ineos, 2018a).  

Procurement is another support activity of Ineos at 171 sites worldwide (Ineos, 2018). Ineos procurement efforts remain too low-cost materials, service and equipment, and creating independence from limited sources of supply. For example, Ineos most external feedstock from a variety of third parties. It also manages the procurement and trading of the feedstocks internally. However, If Ineos is unable to pass on increases in prices of raw materials (Ineos, 2018a), the business cannot create value for customers.     
[bookmark: _Toc524007887]4. External environment issues
In this section, two analysis tools are used to analyse external environment issues which are Porter five forces analysis and PESTAL analysis. 

[bookmark: _Toc524007888]4.1 Porter five forces analysis
Porter’s Five Forces of competitive position analysis is to evaluate the competitive strengths and position of a business in the industry. Porter five forces comprise of (i) threat of new entrants; (ii) bargaining power of buyers; (iii) bargaining power of suppliers; (iv) threat of substitute products; and (v) rivalry among existing competitors (Johnson et al., 2011).    

[bookmark: _Toc524007889]4.1.1 Threat of new entrants
The threat of new entrants is low-medium. The life-cycle industry in the chemical industry is at a growth stage. Investments in this industry are not only large which involves millions, investors need knowledge and experiences to compete with the existing established companies within the industry. The chemical industry creates a huge variety of products. The industry needs a lot of raw materials. Currently, 70% of chemicals manufactured are used to make products in Europe by other industries from air to minerals to oil. So, innovation remains crucial issues in new ways for the industry. Basic chemicals are petrochemicals, polymers, and basic inorganics (CEFIC, 2013). JR has the knowledge and experience when he sets up Ineos. However, his business is able to gain profitability in the little know business sector. The company is worth £35 billion to increase competitive advantage (Sommerville, 2018). Neos underpins the technologies to create innovative products (Ineos, 2018) which new entrants may not have manufacturing assets and find strategic opportunities.         

[bookmark: _Toc524007890]4.1.2 Bargaining power of buyers
The bargaining power of buyers is low-medium. In the chemical industries, innovation is important to produce products. Consumer chemicals are consumed directly in the public. Each person in global markets consumes an average of $500 worth of chemicals each year. In Europe, estimated sales were $3,555 billion. Just in the UK itself, the sales in the chemical industry is about $44 billion. This means that sales per-head is about $677 (CEFIC, 2013). This assumes that the bargaining power of buyers is low-medium because there are too many consumers in the markets. Buyers of Ineos are low bargaining power because the company has the high level of innovative products. However, customers may take advantage of fluctuating prices by building inventories. The polymer products have widespread end users in a range of consumer industries (Ineos, 2018a). This is the strength for Ineos.      
  
[bookmark: _Toc524007891]4.1.3 Bargaining power of suppliers
Bargaining power of suppliers is medium-high. The reason is that there are fewer chemical companies in the industry. They have the power to set the prices in the markets. Suppliers in the chemical industry involve innovation in finding new ways to fulfil the satisfaction, demand, sophisticated and environmentally-conscious consumers (CEFIC, 2013). The innovation develops product differentiation (Albert, 1995). Only a few suppliers in the industry. In addition, innovation needs a high level of technologies which can be costly. Therefore, the bargaining power of suppliers, such as Ineos has the power to set the price in the markets. Ineos products involve high innovative technologies that drive a more sustainable business future (Ineos, 2018). So, the business is able to make products which can differentiate from others in the markets. The pricing of the product determined by the markets (Ineos, 2018a) rather than bargaining by consumers. This is because the cost of switching is difficult.     

[bookmark: _Toc524007892]4.1.4 Rivalry among existing competitors
The rivalry among existing competitors is high. There are few established companies in existing markets such as BASF, Dow Chemical, Sinopec, SABIC, Formosa Plastics, Ineos, ExxonMobil, LyondellBasell, Dupont and Linde. BASF sales were $63.7 billion in 2015, Dow Chemical sales were $48.8 billion, Ineos sales were $28.4 billion and Linde sales were $16.8 billion (CEFIC, 2013). They may play a price war to gain competitive advantage. Ineos face the intense competitive pressure on products such as Olefins and polymers. However, Ineos has large assets to support the business. It is the key competitive factor that Ineos has the ability to manage the cost successfully (Ineos, 2018a). Ineos is also one of the largest chemical companies and its business serves a diverse range of end-user products (Ineos, 2018) which maintain its competitive advantage. Increasing the sales shows the evidence that the business of Ineos creates value added.   

[bookmark: _Toc524007893]4.1.5 Threat of substitute products
As claimed basic chemicals are divided into three types which are petrochemicals, polymers, and basic inorganics (CEFIC, 2013). 

In terms of petrochemicals, the threat of substitute products is medium to high. For example, Lignin, a by-product is an organic substance binding the cells, fibres and vessel in wood. It becomes a potential product. It also becomes the renewable, and aromatic resources. Bio-based chemicals are expected to gross the market share in the future. Lignin can set high-value opportunities (Elks, 2014).

In terms of polymers, the threat of substitute products is low-medium. Bio-based polymer (bioplastic) which derived from fully or in part of biomass. A bioplastic is similar to a conventional plastic such as polypropylene that used to produce the commercial products. However, bio-based polymers are still on a small to medium scale (Rudin and Choi, 2013). Therefore, there are opportunities to expand into the large scale in the markets. 

In terms of basic inorganics such as plastics, resins, synthetic rubbers, detergent raw material and pigment is low-medium. There are some substitute goods such as paper-bag, they can be recycled. Paper bags are increasingly popular in the markets but wouldn’t be waterproof. Ineos has advantage technology to use the basic inorganics products. The products have positive impacts on carbon efficiency. In addition, Ineos products are lighter and more recyclable plastics helping Ineos sustainable growth in the markets (Ineos, 2018c).     

[bookmark: _Toc524007894]4.2 PESTEL analysis      
After reviewing the internal analysis and micro-environment analysis, the next focus on a wider picture of external environment analysis which called PESTEL analysis. PESTEL refers to the factors of political, economic, socio-cultural, technology and legislation. Ineos business is also influenced by the macro-environment. This PESTEL analysis is to provide the information for the Board of Directors to where they currently stand and where the future will be in order to maintain a competitive advantage in the markets. 

[bookmark: _Toc524007895]4.2.1 Political factors
The political situation in a country can be an issue for a business. Investors are more comfortable to invest in a high level of political stability. Before Brexit, businesses are free movement of goods, capital, service and people between members in the European Economic Area (EEA) (GOV.UK, 2018). There may have higher tariff, duties and taxes dealing businesses between the UK and EEA. This political condition may affect the business of Ineos. It may drive rapid changes in price and the business suggests to risk which may create an adverse effect in the future (Ineos, 2018a). Olefin & Polymers Europe has a large capacity of 5,050 kilotonnes of the production for a year such as ethylene, benzene, polypropylene, and polyethene in Koln, Germany. If these products import from Germany to the UK, it can be more expensive due to the import duties and tariff. Therefore, the political conditions can drive changing prices rapidly. This risk must be able to minimise throughout the operations business of Ineos. Although the future political issue is still uncertainty, the UK may get a soft Brexit. For example, Switzerland is neither EU nor EEA. However, the country is a part of the single market.            

It is not the only problem for Ineos with the EU counterparts. The long-term good relationships with the USA seems to create a problem for the last one year. For example, the current US president, Donald Trump, imposed a trade war to import goods (Buncombe, 2018). This may affect the business of Ineos which involves import and export activities. However, there is a positive side to Ineos business. The Ineos group transferred shares to Ineos Chemical Grangemouth Limited and Ineos Commercial Service UK Limited which have an advantage because it becomes eligible for support under the UK government’s Infrastructure Guarantee Scheme (Ineos, 2018a).    
  
[bookmark: _Toc524007896]4.2.2 Economic factors  
Economic factors are important to be analysed because they can affect the business of Ineos. Economic conditions are important for the business development. In the petrochemical industry, products, in general, have been highly cyclical through the demand and supply relationship. The supply and supply are depended on the trend of the economic growth. The slow down economic growth can create negative effects on the industry margin. In the global economy, Ineos business is affected by the economic conditions (Ineos, 2018a).  

The changes in interest rates can influence the business of Ineos. Any decrease in interest rate can cause an increase in pension liabilities. Ineos faces the interest rate risks because the business uses interest at a floating rate that could increase the interest cost and reduce the cash flow. Changes in LIBOR rate could affect the source of funding (Ineos, 2018a). This may create a negative impact on funding scenario after the Brexit. In addition, the current British Pound falls the lowest level against Euro since 1999 (Pound Sterling Live, 2018). This may have the negative impact on funding in the future business in Europe. Furthermore, the high currency exchange rate of the Euro will increase the interest cost that may have the negative impact on the translation rate in the accounting book. Most recently, it can see the effect of the exchange rate fell to the lowest point in 2018 against the Euro since 1999. For example, the exchange rate of the British pound against Euro was £1 = €1.1169 on 16 Aug 2018 (Pound Sterling Live, 2018). Ineos may need to concern about its currency portfolio to gain profitability. 

Market size is important to generate sales in the chemical industry. In 2014, the global chemical sales of were $3,555 billion. Chinese market sold $30.4 billion in 2014 which showed an increasing amount compared with £26.8 billion in 2011. However, the Europe market showed a decline from $19.6 billion in 2011 to $17 billion in 2014. This means that China has better market development in the Chemical industry. Whereas Europe has shrunk its percentage share in the global market (University of York, 2016). This is an issue for Ineos to select more profitable markets for the business development. Ineos O&P Europe segment showed an improvement in profit margin. However, O&P North America segment showed in lost production volumes that caused the margin fell in 2017 (Ineos, 2018a). Overall, Ineos is able to increase sales and profits. However, the profit margin ratio is less profitable than the previous year.  It seems that Ineos needs concerned about the strategic change in the future in order to maintain competitive advantage.                

[bookmark: _Toc524007897]4.2.3 socio-cultural factors
Socio-cultural factors are important in the chemical industry because it relates consumer consumption behaviour towards brand image (Morgan, 2006). Therefore, the cultural implication relates to the gender, demographic, and social lifestyle. Of course, the main consumption users are in the developed countries using an estimated $1200 per-person in 2011. The USA is still the largest consumption of chemical products in terms of the global scale with approximately $1,590 per-head (University of York, 2016). Although Ineos increased the sales in 2017, the management faces risk in consumer demand for goods such as an automobile, consumer goods and building materials. In terms of Ineos earnings in geographical segmentation, Germany is the largest segment following by the USA, the UK, and France (figure 3). These markets provide with security and opportunity to the business (Ineos, 2018). The geographical segmentation is an important socio-cultural factor for Ineos to gain the market share in the global market.     
[image: https://www.ineos.com/globalassets/ineos-group/company/group_geographicspread_v3.png]
Figure 3: Geographical spread
Source: Ineos (2018)

[bookmark: _Toc524007898]4.2.4 Technology factors
In the chemical industry, technology plays an important role to produce innovative products. Technology is often used to integrated people and process (Johnson et al., 2011). Therefore, large chemical companies have a large capital investment which comprises structure and equipment. Structure refers to an industrial building, a loading dock and terminal., etc. Equipment refers to the pressure vessel, heat exchangers, pumps, and electrical equipment. Others are instrumentation, computers, and related technologies. In addition, R&D is crucial to the industry’s evolution (University of York, 2016). Ineos has its technological and manufacturing assets to utilise in order to increase sales and profits. The business is able to develop new products and technologies successful. The management has established a GHG emission program by using the best available control technology in order to meet the carbon efficiency standard (Ineos, 2018a). Although Ineos uses advanced technology to improve the efficiency standard, the company still can focus on more sustainability. Ineos only increases the efficiency in high-rigidity packaging by 20% and improving the efficiency with carbon fibre by 30% (Ineos, 2018c). This is an issue because increasing sustainability can improve the profitability. Apparently, this area should be focused.   

[bookmark: _Toc524007899]4.2.5 Environmental factors
Safety and environmentally regulated are top of the chemical industry’s agenda Chemical might contain gases, flammable, corrosive and toxic (University of York, 2016). In the chemical industry, companies tend to minimise the negative environmental impacts. The environmental impacts can be due to the emission of vapour, and hot water may flow into the river and sea. Companies have to maintain the quality standard such as ISO14001 because of strict environmental management regulations (Foxx and Chesser, n.d.). All environmental audits need extra costs to the businesses and these affect the financial profitability. However, the environmental factors bring benefits to the society. Although companies have to meet the environmental regulation standards, companies are able to use resources efficiently and to minimise waste (University of York, 2016). Ineos has adopted high and advanced technology to increase the sustainability of the business. The business invests R&D and innovative product development that enables to make product differentiation. For example, over 90% of acrylonitrile production capacity is based on Ineos technology. In addition, Ineos produces lighter and more recyclable products (Ineos, 2018c). This also relates to the ethical issues which have positive impacts on brand image and profits.

[bookmark: _Toc524007900]4.2.6 Legal factors
In the chemical industry, the legal and regulation are stringent. This is because the chemical industry having strong impacts on the environment is presented. The government has to find a way to combat environmental pollution (Beschkov, 2002). The government such as the US has already taken legal measures to reduce the emission of GHG (Ineos, 2018a). The environment impacts affect the operations business.  The government legislation can affect the chemical industry because of additional costs in the operations businesses. For example, Ineos faces the Scottish government challenge because the government does not support unconventional oil and gas extraction in Scotland (King, 2018). This involves additional legal costs in the operations. The stringent legislation often requires the quality standard in the business environment. 

[bookmark: _Toc524007901]b)
[bookmark: _Toc524007902]5. SPACE analysis
After analysing the internal and external environment factors, it is important to review the steps and to measure the position of Ineos in the industry. Therefore, the strategic position and action evaluation (SPACE) model is used to formula alternative strategies (Radder and Louw, 1998). The model is based on four quadrants of the SPACE matrix which are aggressive, conservative, defensive and competitive strategies. The SPACE matrix adds two keys of internal dimensions to the matrix which are a financial position (FP) and competitive position (CP). The matrix analysis also applies two keys of external dimensions which are stability position (SP) and industry position.      
 [image: ]
Table 5: Analysis of SPACE matrix

Table 5 shows the analysis of SPACE matrix based on four quadrant matrix. The internal and external variables are selected to identify the strategic position. The axis X is based on competitive advantage position and industry position. There are four variables are taken from each position. Products, corporate value, technology and value chain are based on the competitive advantage position which scores -2. Whereas rivalry between competitors, bargaining power of suppliers, threat of new entrants and the threat of substitute goods are based on the industry position which scores +5.5. As a result, the axis X obtains +3.5 (table 5). 

The axis Y is analysed based on financial position and environment position. Variables of finance are profit margin, ROCE, debtor collection period and net profit which scores +5.25. Whereas variables for the environment are changing technology, inflation, legal and legislation, and competitive pressure which scores -4. As a result, the axis Y obtains +1.25.   
 [image: ]
  
Figure 4: Ineos strategic position

Figure 4 is Ineos strategic position which should be at the aggressive position.

[bookmark: _Toc524007903]6. Suitable strategic options
There are several strategic option suitable for the aggressive position. The Ansoff Matrix is also called the product/market expansion grid (MindTools, 2018). The Ansoff matrix has four strategic options which are market development, market penetration, product development, and diversification strategies. 

A company wants to adopt the market development strategy because the management wants to find a new market to promote the existing products (Johnson and Scholes, 2003). Although Ineos has 171 business sites in 24 countries (Ineos, 2018). The geographical spread shows there is an opportunity to find a new market to increase the competitive advantage. Some of developing countries need new technology spillover and they mostly have lower labour costs and rich resources. The market development can be suitable for Ineos to expand the business. 

If Ineos is more concerned about the innovative products to differentiate products from others, the product development is a suitable strategic option. The product development strategy focuses on innovative products through the technology know how (Johnson et al., 2011). Since the chemical industry uses advanced technology to produce products, the product development strategy is suitable for Ineos. Since products can make a different (Ineos, 2018b), it should be able to positively influence consumer behaviour. Apparently, Ineo enables to improve the efficiency of carbon fibre by 30% and to increase energy efficiency by 20% (Ineos, 2018c), there is room to improve in these areas. However, Ineos must have sufficient cash flow for the product development by investing in the R&D. In fact, the product development strategy can help to create brand awareness of Ineos. 

Many companies seek for an effective strategy to build customer loyalty. This is because customer loyalty can develop customer re-purchase behaviour. Therefore, the concept of relationship marketing is introduced to develop a good relationship with customers (Gummesson, E, 2014). However, the concept needs to link with the market penetration strategy. Market penetration strategy focuses on the existing market to promote existing products (Johnson et al., 2011). Ineos already is an established company which has own customer database in 24 countries. As the vision of the company is to supply the choice to the customers (Ineos, 2018), the key value can continue focusing on customer satisfaction to gain profits. However, understanding customer needs is essential to develop customer loyalty. It can prevent customer switching cost. Therefore, the market penetration is another suitable strategic option. 

Diversification strategy is another strategic option. If a company intends to invest in a different field in a new market, the diversification strategy is suitable for the business. JR has been successfully adopted this strategy by expanding his business into different sectors such as fracking gas production, fashionable outdoor clothing, motor vehicles, and sport. It seems that the diversification strategy is effective because the business is worth £35 billion (Sommerville, 2018). People might think that the diversification strategy can be risky especially who has no experience and knowledge in a particular sector. JR is a risk taker. But, the result shows a success through the use of diversification.  

The forward integration strategy is another strategic option for a company at the aggressive position. A forward integration strategy often is based on a form of controlling distributors or retailers. It can be customers such as the case of Ineos. A vertical integration can form a monopoly in the market because a business enables directly to control the distribution. A manufacturer uses a forward integration tactic which sells products directly to end-users (Kokemuller, 2018). Ineos does not actually sell to end-users. If Ineos wants to adopt the forward integration strategy, the management must have sufficient knowledge to approach end-users/customers. However, it might also be expensive and risky. But, it is another solution of strategic option.  

The backward integration strategy is another strategy for an aggressive position of the business. The backward integration strategy is suitable for a company if the management wants to gain the control of the company’s suppliers. However, it can be a high-risk strategy because of controlling production and costs (Decker, 2018). However, the backward integration strategy can be a suitable strategy for Ineos. The reason is that Ineos has to control the cost of raw material. Otherwise, the business cannot offer competitive prices to offer customers. However, Ineos needs to adopt an effective backward integration strategy. Otherwise, the business may lose suppliers. 

The horizontal integration strategy refers to an acquisition of additional business activities (QuickMBA, 2018). A horizontal integration helps to increase organisation size that can increase profit and monopoly in the markets (Bhasin, 2017). According to Bhasin (2017), a horizontal integration is less control between partners. This type of horizontal integration is suitable for a growing industry. Horizontal integration is another solution of strategic option for Ineos. Considering the chemical industry has a very little business sector, it assumes is a growing stage of its industry life cycle. It shows large sales of the company. If Ineos can increase the size through a horizontal integration, it may help to increase the size of the organisation in order to increase sales. 

[bookmark: _Toc524007904]7. Proposed strategic option
In this section, the best strategic option is proposed. The best strategic option is strategic product development. The reason is that the chemical industry needs new products that can maintain a competitive advantage. Ineos has a range of products. However, they do not show good enough to compete for its strong competitors such as BASF, Dow Chemical, and Sinopec (CEFIC, 2013) because these competitors have much greater sales compared with Ineo. Referring to the case of Ineos, the management needs to consider the efficiency to improve with carbon fibre and to increase energy efficiency in high-rigidity packaging (Ineos, 2018c). This can increase the product differentiation and make a difference of products in the markets (Ineos, 2018b) in order to gain a competitive advantage. To achieving the objective, Ineos need sufficient resources to support the strategic product development which includes human resources, physical resources, financial resources, and intellectual resources. Innovative R&D is important to innovate distinctive products that can increase the brand image. Ineos needs to revisit the key value of the company to continue improvement to achieve cost efficiency and high-quality products (Ineos, 2018). 

Alternatively, the management of Ineos needs to consider the strategic market penetration (Johnson et al., 2011). The reason is that Ineos has the customer database. Ineos should maintain good relationships with customers. As claimed above, bringing in the concept of relationship marketing is important to develop a good relationship with customers (Gummesson, 2014). By using this concept to link with the profit chain model (Pezeshki, 2009), strategic market penetration is the central point to develop a good relationship with customers. Strategic market penetration is important for Ineos to create value and to maintain a competitive advantage. Understanding customer needs can achieve customer satisfaction and customer loyalty, subsequently, it can generate more profits. However, Ineos should know that it is difficult to maintain customer retention and customer loyalty. This can help to minimise customer switching cost. 
 
[bookmark: _Toc524007905]8. Barrier and overcome the barrier
Strategic change is seeking for a better business development in order to gain a competitive advantage. However, the leaders of the company may face some barriers to the implementation (Paton and McCalman, 2004). This can be not a consensus view among the stakeholders. Therefore, it is important for managers to establish a clear message for the change.

[bookmark: _Toc524007906]8.1 Objectives for change 
The change management must have the objectives that align with the vision and mission of the corporate. As Ineos vision is to be the supplier of choice for the customers, it needs to focus on the customer satisfaction in order to maintain a competitive advantage. However, the objectives must be SMART which is specific, measurable, achievable, realistic and time specific (CMI, 2011). 

In regards to the best strategic option to achieve set objectives, the management of Ineos must ensure that the gap between the current situation and the future desire can be achieved. The managers must enhance the importance of the change with the clear objectives. The objectives must be measured and can be achieved. For example, the current technology and investment in R&D, Ineos can certainly improve the products through the strategic product development. As for today production, the efficiency of manufactured products can be improved in order making different products with others in the markets. One thing needs to be alerted is to set the time specified. The time-specific variable is important because the result needs to be measured. If SMART objectives can be achieved, the barrier, therefore, for strategic options development can be minimised. 

[bookmark: _Toc524007907]8.2 Resource allocation of strategic option development
According to Campbell et al (2008), resources allocation is important for a project. The change management needs sufficient resources to support the strategic development. Resources can be human resource, finance resource, physical resource, and intellectual resource. Without sufficient resources, it can be the barrier for strategic options development.

Human resource is very important for a business to support strategic development. People must have the knowledge and experience through the value chain development. Human resource refers to employees of an organisation. They deal with suppliers to ensure cost efficiency that can achieve low-cost production.Skills, experience and knowledge are important in the production and administration of the business. The production and administration must be able to achieve cost-effective and efficient in the business operation. Sales and marketing team must know how to approach customers in order to generate more sales and profits. Under JR management, Ineo has a great team to support the business. However, JR must be able to motivate and inspire people for the strategic change. People can be the barrier to the strategic development. In addition, some stakeholders may refuse the change and this becomes the barrier of the strategic development. Therefore, it is important for Ineos to conduct the stakeholder analysis (Bowen and McDonough, 2015) to identify the matrix between importance and influence to the strategic development. 

Finance resource is another type of resource which is important for the strategic development. Without financial support, the strategic development cannot be implemented successfully. Although Ineos has a large amount of cash flow, the cash flow cash and cash equivalent in 2017 declined to compare with 2016. The cash flow can be the barrier of the strategic development. In addition, Ineos investments rely on the partnerships and bank loans. Alternatively, business reserve and retained earning can be used for the product development and market penetration development. To overcome the financial resource barrier, Ineos needs to have the budget. Since the cash flow is large which is €1,366.3 million (Ineos, 2018a). The budget must be within the financial ability for the product development or/and market penetration development.

The physical resource can be the barrier of the strategic development. The physical resource refers to buildings, materials, manufacturing equipment and office equipment. (IAC, 2018). Ineos business located in 24 countries. There are offices and plants in the countries. However, some countries may only have offices without manufacturing plant which can be the barrier for the product development. This barrier can be solved to use the import and export of goods to fulfil the local demands. 

In terms of raw material, it can be the barrier for the strategic product development or/and market penetration. The raw material is a scarce resource (Begg and Ward, 2012) and Ineos needs sufficient raw material with low price to produce quality products. Ineos has suppliers in the global markets. Ineos product prices are determined by the market prices. The costs of raw material can be the barrier for the strategic development. Ineos needs the ability to pass the cost of raw materials to the customers without affecting the customer switching cost. However, the barrier can be minimised through the global suppliers by using an effective supply chain development.     

The intellectual resource is important for the strategic development because it involves the pattern, copyright and licence. Strategic development may involve the export licenses. However, the adverse change in export duties, quotas and tariff can be difficult to obtain the export licenses. This can be the barrier for the new product development. 

Ineos has the licenses for polyethene, polypropylene, polystyrene, polyvinyl chloride and acrylonitrile technologies to third parties. However, third parties may use the jointly-owned pattern for competitors (Ineos, 2018a) to produce the same type of new product. This may create the barrier for the strategic product development or/and market penetration. But, this barrier can be minimised through protecting the rights.        
 
[bookmark: _Toc524007908]8.3 organisational structure
The strategic product development may need to form the organisational structure and this helps to assign tasks and responsibilities to the individuals. The organisational structure must be able to fit the strategy. However, it may have the barrier of establishing organisational structure. According to Lynch (2018), strategy-then-structure may have a problem to cope with the fast-changing business environment in the digital era. The strategic fit may have a problem to some of value chain configuration through the organisational structures. Also, the top-down strategy may be inappropriate for the innovative strategy such as strategic product development. However, the above barriers can be minimised by designing an organisational structure to fit the strategy. The basic consideration should be made. The designing organisational structure should be simplicity. The management should consider the cost to ensure that it is able to keep the lowest cost. The leaders/managers should have the ability to motivate the followers.  

Designing the organisational structure to fit the strategy should consider the changing environment. The strategic change in the organisation can impact on people (Lynch, 2018). This may create the conflict such as disagreement between stakeholders. This is because people may have different perceptions and expectation, schedules create pressure and misunderstanding with managers. This can the barrier of strategic change for the strategic development. The leaders/managers should not avoid the problems of the strategic change. It is important to address the problem by exchanging members of conflicting parties that can create the situation which can gain an appreciation. In addition, the management should also need to consider the issue of matching structure with strategy. This includes re-engineering the organisation such as redesigning works, jobs, and processes to ensure improving cost, service, the speed of delivery. 

[bookmark: _Toc524007909]8.4 Managing people resistance to change
People are difficult to be managed during the strategic change. There are several strategies can overcome this barrier, it is suggested that Ineos needs to consider a force change strategy that involves giving orders and enforcing the given orders. However, this must link to human resource issues. The management needs to consider the performance-based reward, work-life balance, and diversity of workforce. There must have a short-term reward to gain the motivation of staff in order to achieve the long-term objective.

[bookmark: _Toc524007910]9. Conclusion 
This research is based on a case study of Ineos to identify the strategy option which can improve the business of the company. The analysis is based on the internal and external analysis to find the strategic position. The best strategic option is strategic product development. The second strategic option is that Ineos needs to consider the strategic market penetration
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