 (
INEOS PLC
STRATEGIC ANALYSIS REPORT
Abstract
“Strategy is about making choices, trade-offs; it's about delibe
rately choosing to be different.
”
 
It is imperative to analyse the challenges environment can bring. And develop your competitive advantage to deal with it.
R
ohit 
A
grawal
Strategic Management
LCMB7003
1605867
)

Contents
Executive summary	2
Introduction	2
Company Overview	3
Industry Overview	3
Business environment analysis	4
Financial analysis	12
Competitive advantage	14
Conclusion	16
Recommendations	16
References	17
Appendix	19



[bookmark: _Toc535259686]Executive summary
The following report presents an insight on INEOS, a vibrant and intercontinental chemical company with the head office located in London, UK. The company focusses on manufacturing products that benefit the lives and living standards of people from all across the globe. The company has a large array of manufacturing units producing raw materials for chemicals in paints, textiles, pharmaceuticals, polymers and chemicals in mobile phones.
The report also aims to assess the components which may have a significant impact on the company business. The study in this report analyses the business models which may help to design a successful strategy in curbing the drawbacks of the company and make INEOS a top-ranking company in the world of chemicals.  
[bookmark: _Toc535259687]Introduction
The report presented below directs its readers on the company’s viewpoint to develop a favourable strategy for the company’s benefit. This includes the company’s in-house and foreign environments that help it endure and grow in the harsh market trends. INEOS is studied since it’s in the top-three chemical manufacturing companies in the UK based on the sales revenue comparison. (En.wikipedia.org, 2019) 
The CEO, Sir Jim Ratcliffe established the company Inspec group plc in 1992, which was afterwards made INEOS when the company brought in ethylene oxide and glycol manufacturing plants from British Petroleum in the year 1998. This marked the foundation of INEOS (Anon, 2019). The leaders of INEOS include CEO Sir Jim Ratcliffe, the Company Director Andy Currie and the Finance director John Reece. The company has more than 20000 employees with 171 manufacturing sites in 24 countries and a turnover of $60b. The products include solvents for antibiotics and insulin, chlorine for water treatment, packaging materials like plastics, biofuels and synthetic oils to reduce harmful greenhouse gases (Anon, 2019).
The analyses presented will portray INEOS’s operation management and strategical development to reduce and further eliminate the short-comings of the internal and external issues concerning the company.
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Mission and Vision
As a customer-oriented company, the main mission is “To be the supplier of choice to its customers” [3]. INEOS holds its key values in “SHE” i.e. Safety, Health and Environment first. The company believes and adheres to stringent environmental policies across its manufacturing sites. Being a customer-centred company, INEOS targets its client needs and strives on quality and trustworthy products. The main vision is of the company as stated is “Continuous improvement to become a cost-effective producer of high-quality products”. The company also empowers and awards its employees for innovative achievements (Anon, 2019).
The major breakthroughs in the last five years are mentioned as follows:
1. 2014 – INEOS purchases Sasol group’s solvent manufacturing business and other surplus shares of Styrolution.
2. 2015 – INEOS merges with Solvay and makes progress in the North Sea region by obtaining DEA group and Fairfield energy assets.
3. 2016 – In a first of its kind, INEOS had ethane consignment transported via ship from the USA to Europe as part of its $1b project.
4. 2017 – INEOS enters the top 10 oil and gas company list in the North Sea region.
5. 2018 – INEOS large investment of €2.7b in the European market.
In this way, the company drives its research competence and provides for the needs of its customers. Thus, and so forth the company sustains its position in the top three chemical manufacturing companies in the UK (Anon, 2019).
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The growth of chemical industries around the world has seen constant advancement throughout the years, especially in terms of innovation and eco-friendly production habits. UK chemical industries also adopt a similar approach for their manufacturing plants. This is affirmed by the chemical production increase of 3.4% in the UK in the last 12 months. The chemical manufacturing industry computes £9b in gross value sales per annum in the UK. From the exports point of view, 63% of the chemical manufacturing companies in the UK export their products worldwide, summing up to £50b in manufacture and distribution alone. However, due to BREXIT, industry faces an unpredictable outcome in terms of capital expenditure. Hence, in general, a prediction can be made about UK’s chemical industry that will focus more on R&D and further enhancement of their existing manufacturing plants (Protel Projects, 2019).
The below figure 1 illustrates the estimated annual revenue in $ (billions) of INEOS and its competitors in the year 2018 (Owler, 2019).

Figure 1: Estimated annual revenue of INEOS and its competitors in the year 2018
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Business environmental analysis helps the company to examine both internal and external environmental factors that can influence the business. To understand the factors and analyse the strategies of the company it is imperative to do a business environmental analysis. This analysis also recognizes the threats to the company and the opportunities available for the company. Decision makers of the business have control on their internal environment however the external environment is the major challenge. Environment is dynamic, and it changes continuously so it is necessary for the leaders to conduct the internal and environmental analysis. 


Internal analysis
A company must analyse its internal environment to know the strength and weakness of the organization. This analysis will help the company to use its strength and overcome the weaknesses. This analysis will also help to understand the opportunities available and how to use the opportunities to eliminate its threats. Swot analysis has been used to analyse the internal environment of INEOS.
SWOT Analysis: INEOS
SWOT analysis refers to the analysis of strength, weakness, opportunities and threats of an organization. This analysis provides an insight into the business’s internal environment. The company should build and enhance their strengths, reduce and resolve its weaknesses, exploit and expand its opportunities and avoid and thwart its threats. The SWOT analysis of the company is as follows:
Strength
Leading market position- INEOS is one of the world’s largest chemical groups. It has a top position in many of the key segments of the market. It recorded a sale of $60 Billion in 2018. (Anon, 2019)
30 Businesses serving different scope of end-use markets- INEOS has achieved a top place in the chemical industry.  It has one of the highest positions in chemical intermediates and commodity activities. (Anon, 2019)
INEOS is a vertically integrated company which allows the company to move along the supply chain backwards or forward, giving it flexibility and freedom in its sales and manufacturing capabilities. This also helps the company to provide certainty of supply. INEOS is a large scale produces of different products acquiring several markets worldwide. Which results in achieving economies of scale (proportionate saving of costs by an increased level of production). This has helped INEOS reach a competitive position in the markets. (Anon, 2019)
It has 171 sites worldwide which are well managed with cost control. All the sites are well invested in regard to production facilities. (Anon, 2019)
Globally competitive feedstocks- being at the top of the chemical industry and having production sites all around the globe INEOS has good access to raw material all around the globe.
INEOS invests appropriately in its technological platform. These investments result in the technological advancement of manufacturing resources and strategically, its results in creating a lot of opportunities for the company. (Anon, 2019)
The management at INEOS is highly efficient and experienced. They are exceptionally experienced with a demonstrated record of significant worth creation through the cycle and money safeguarding at the BOC. (Anon, 2019
Most of the employees of INEOS have previously worked in top companies of the chemical industry. They always try to hire them best. This helps the company to successfully achieve its mission. 
Weakness
Although INEOS is a leading company in the chemical industry it can improve in the area of weakness. For a good strategy it is important to make the right choices and by the company can overcome its weaknesses, which can be done by using SWOT analysis. This will result in gaining a competitive advantage and better strategic positioning. (Lewis, 1981)
As INEOS hires the best of the employees they spend a lot on their wages and training. It has a high attrition rate. Compared to other industries they spend a lot on their human resource. 
As they deal in a lot of products they have a lot of inventory which forces them to invest more in this area rather than investing in expansion and technology. This impacts the growth of INEOS.
As INEOS is a private limited company it is hard for INEOS to raise capital. The major source of capital is long term and short-term loans. Which results in INEOS appeal to its lenders for a waiver. (Wachman, 2019)
INEOS is a world-wide company, given the size of it operates it is imperative to invest more in technology and human resource its hard to raise the amount of money needed to execute its mission.
Even however INEOS is one of the top business in its industry it has confronted difficulties in moving to other item fragments with its present culture.
There are gaps in the product integration of INEOS which can allow other competitors to grab those opportunities. INEOS should expand in that sector.
With a better budget and financing, the company can use its resources in a better way than what it is doing at the present.
Opportunities
The new taxation policies after Brexit can altogether affect the method for working together and can present new opportunities for a major entity like INEOS to expand its benefits.
Expansion in Europe in different sites like Antwerp in Belgium is a major expansion site for INEOS. INEOS is looking to expand in this area. (INEOS, 2018)
Increasing the capacity of production in the available sites will help in the growth of the company. It easier to increase the capacity in an existing plant than opening a new plant. (INEOS, 2018)
Seeing outside the business and investing in America's cup was a major opportunity for INEOS. Although it is a little outside of INEOS business area, but surely INEOS is never one to shy away from a challenge. (Ineos.com, 2019)
Brexit presents a lot of opportunities INEOS. INEOS is in favour of government’s decision of Brexit. The company said the agreement which gives UK the freedom of trade will help in a frictionless trade between UK and EU. The long term global trading opportunities will improve the economy. (Gates, 2019)
Threats
Europe is now one the most expensive for production. The company faces a major threat as the production in Europe in near scale to scale in terms of profitability. (Ineos.com, 2019)
The company must invest in its technology to make the products. If the company is not making highly technical products it will make it easier for the competitors to copy. (Ineos.com, 2019)
Environmental imposed in the European chemical industry may be isolated from the rest of the world in future. If this happens the import from China will increase and this is a major threat to INEOS. (Ineos.com, 2019) 
INEOS is in support of the Brexit deal. If there is no Brexit then it may bring significant risk to the business. (Gates, 2019)
External environment analysis
To understand the environment in which INEOS operates, it is imperative to do an external environment analysis. The environment is dynamic and multi-faceted, so it is important to understand the environment for decision making and planning purposes. (Alkhafaji & Nelson, 2003) By using PESTEL analysis we can analyse the external environment of INEOS, and this will help to understand the external factors affecting the business.
PESTEL Analysis: INEOS
INEOS plc PESTEL analysis is the cardinal mechanism to evaluate the strategic macro-environment. PESTEL is an acronym for Political, Economic, Social, Technological, Environmental and Legal factors that have a significant consequence on the strategic macro-environment of the company. Modifications in the macro-environment affect not only INEOS but as well as its other competitors in the chemical market.
The following section discusses each factor in brief:
Political factors
The UK is a country where the laws and government favour the business if they are running their business ethically. Political factors can have a major impact on the long-term profitability of a company. Being a multinational company, INEOS must consider several political policies before investing and long-term planning in any country. A major regulation being tax tariffs and trade restrictions. Other factors include corruption among officials, wage difference, military interference, product packaging and various legal schemes. 
Economic factors
The internal factors help the company to analyse its internal environment, similarly, the economic factors help to understand the economy of the company. Like the inflation rate, employment rate, interest rate etc to determine the demand and supply in the economy of a country. This can also help in understanding consumer behaviour and spending power in a market and build its strategies accordingly. As INEOS is a multinational company one of the major factors which can affect the business is the exchange rate. INEOS is in the support of Brexit as it will give them the freedom of trade but the change in Euro value may affect the business. (Gates, 2019) So INEOS should keep these factors in mind and make their strategies accordingly.
Social factors
Demography plays a major role in the success of a business. It is imperative for INEOS to understand the demographics of different market and make decisions accordingly. Different customers segment present different opportunities in a market, the leaders should understand the market. The beliefs of the customers and the organization play a major role, if those beliefs are shared then it will help the organization in developing a better marketing strategy.
Technological factors
The technological analysis is very important for a company. Technology affects industry and it also may change the industry. It depends on the company how they analyse these changes and react to it. This can have a major impact on the profitability of the company. The changes can be fast or slow, the businesses should be ready for any technological changes. INEOS is doing well in terms of using the technologies efficiently. However, it can still invest in the technologies and get the things done in a more efficient way. 
Environmental factors
A major point of interest in chemical industries is the environmental issues related to its manufacturing and distribution of the product. Each country within its geographical boundaries has different environmental laws that affect the hosting industry. For instance, European industries that engage in renewable energy often get subsidiaries in taxes. Thus, prior commencing operations in any country, the organisation has to assess different environmental laws that are required to be followed in that country. Points such as atmospheric conditions, meteorological changes affect the industry and hampers the type of product. Environment factors also include reducing, reuse and recycling of the waste products that may pollute the surroundings. The firms should also consider ‘green’ operation and move towards eco-friendly products.
Legal factors
It is important for a business to analyse the legal factors before entering a market. All the countries have a different legal framework, before entering a market the company should evaluate the legal factors. Not analysing the legal factors can have adverse effects on the business. INEOS operates in a chemical industry the most important laws it should analyse is the pollution control laws in a country. Although UK laws are favourable to INEOS business, factors like employment law, copyrights, patients, health and safety consumer protection should properly analyse to avoid any issues.
Porter’s five forces framework

[image: ]
In this model, we will be analysing above shown factors which will allow us to know what factors impact the profitability of the organization. This model will help us to understand the future trends and how the company reacts to these trends. The leaders of INEOS can use these game-changing trends in their favour by understanding the trends. 
Threats of new entrants 
New entrants in the chemical industry bring development, better approaches for doing things and may put pressure on INEON with low-cost strategy, decreasing expenses and giving new incentives to the client. INEOS must deal with all these difficulties and shield itself to become successful in the industry. By innovating new product and administration. New products will attract new customers and will motivate its existing customers to stay with INEOS. Moreover, fixed costs can be controlled by building economies of scale. It should invest in its research and development and respond dynamically to the changing environment, as new entrants are less like to enter an industry where the previous players are well established. (Naaman, 2019)
Bargaining power of suppliers
All the members of the chemical industry purchase their raw materials from several suppliers. If the supplier is dominant than the company then it may result in less profitability. The supplier might want to extract more price from the company for the raw materials. To avoid this the should have more option for the production, if the prices for one raw material goes up they can still continue production with same profitability using the substitute. They should also establish a good supply chain with a number of suppliers. 
Bargaining power of buyers
Customers always want to buy the best product available in the market by paying the least price. This puts pressure on the company. The smaller the customer base is the higher they have the bargaining power. The company should build a large customer base this will help reduce the bargaining power of the customers and help the company continue its operations smoothly. Customers mostly seek a discount on existing products so by innovating new products the company can expand their customer base. It will reduce the bargaining power of the customers.
Threats of substitute products
When a new product enters into the market with similar properties with INEOS’s products it gives the customer the option to go for the other product. The threat is higher if it provides the customer with similar values and quality. INEOS can deal with it by being service oriented rather than being product oriented only. Moreover, by understanding the basic needs of the customer. This will increase the switching cost for the customers and make them stick to INEOS’s products.


Rivalry among the existing competitors
Although INEOS is at the top of its industry, intense rivalry may result in a decrease in selling price, which will lead to a decrease in profitability. Competition either helps the business to prosper with better quality products or may have an adverse effect of a decrease in profitability. The company may follow the expansion strategy of acquisition and merger which will help them expand as well as reduce the competition. INEOS can also penetrate new markets where there is less rivalry among the competitors.
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Gross Profit Margin
	Year
	2017
	2016
	2015

	Gross Profit
	2686.2
	2468.8
	2411

	Sales
	15210.4
	12609.9
	13729.4

	Ratio
	17.66
	19.58
	17.56



Gross profit margin ratio is the percentage of gross profit to the revenue earned during a period. The gross profit margin for three years has been analysed to understand the trends in gross profit of INEOS. In 2015 the gross profit ratio is 17.56 which for every £1 of revenue INEOS earns a £0.17 profit. In 2016 the profit ratio increased from 17.56 to 19.58 which can be because of an increase in selling price because of the inelasticity of demand or may be due to an increase in sales volume. In 2017 the gross profit decreased from 19.58 to 17.66, this may have happened because of the decrease in selling price due to price elastic demand of the company products. In 2017 INEOS announced to acquire BP pipelines this might have had an impact on the revenue. (Ineos.com, 2019)
Net Assets Turnover
	Year
	2017
	2016
	2015

	Sales
	15210.4
	12609.9
	13729.4

	Total Assets
	11048.2
	11358.5
	10282

	Current Liabilities
	2202
	1779.2
	1820.6

	Ratio
	1.72
	1.32
	1.62



This ratio refers to, how efficiently an organization is using their assets to generate sales. In the case o INEOS, the ratio in 2015 was 1.62 which decreased in 2016 to 1.32 which is because the total assets increased but sales decreased that means in comparison to 2015 they haven’t used their assets efficiently to generate sales. However, the ratio improved in 2017 which is positive for the company.
Current Ratio
	Year
	2017
	2016
	2015

	Current Assets
	4325.7
	4782.2
	4378.1

	Current Liabilities
	2202
	1779.2
	1820.6

	Ratio
	1.96
	2.69
	2.4



The current ratio of business shows the relation between the current assets to current liabilities. The current ratio of a company depicts the amount of current liabilities that can be covered by the current assets. The current ratio of INEOS has continuously decreased over the years. However, 1.96 is still good enough to cover its liabilities. A lower current ratio shows that the company might show that it is moving towards liquidation but in the case of INEOS the current ratio is not an issue of concern. 
Debt to Equity
	Year
	2017
	2016
	2015

	Long term Debts
	6094.9
	7947.5
	8008.5

	Short Term Debts
	63
	72.6
	291.8

	Shareholder’s Funds
	1696.8
	430.1
	-564.2

	Ratio
	3.63
	18.65
	-14.71



Debt to equity ratio is the proportion of debt taking by the company to equity. This ratio shows the amount of debt financing of the company with respect to the equity of the company. In 2015 the debt-equity ratio is -14.71 as the shareholders’ funds were negative and the company was hugely indebted. However, INEOS recovered in 2016 with a positive share holder’s fund but the ratio is still quite high. INEOS had major debt financing in 2016 in comparison with equity which is a higher financial risk. In 2017 the ratio is better, the is more in a stable side in comparison to previous years. in 2017 the company has a lower financial risk.
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A firm’s competitive advantage can be considered as the tool which differentiates itself from its competitors. A company can have many competitive advantages. INEOS is at the top of its industry, investors are never disappointed in investing in INEOS and its growth rate is considerably high from its competitors. Looking beyond the balance sheet INEOS has converted many inefficient businesses into a profitable business. INEOS provides its employees with the freedom to think they are the boss and spend the resources accordingly for the company’s benefit. INEOS although being on top, always look for opportunities for expansion or product differentiation, this what makes INEOS different from its competitors. INEOS is maximising its profits, keeping control in its capital expenditure and maintaining their assets properly.  (Ineos.com, 2019)
Porter’s generic strategies
As per Porter’s generic competitive strategies, the two basic competitive strategies a company can follow are the cost advantage and differentiation strategies. Porter said a company can achieve competitive advantage by following the cost advantage strategy by reducing its cost of products and services. Although the company will be selling their products at the same price or lower they will still be making a profit as the production cost will be lower. If the margins will be high the company can invest in other resources and services and this will lead to the overall growth of the company. All the “projects that INEOS targets are cost-effective” (Peter Clarkson, INEOS) he said the smallest of projects add value to the organization. INEOS always try to invest in resources and agreements which help them get their raw materials cost-effectively. They also invest in their human resources giving them the freedom and trust which encourages them to work efficiently and effectively. The employees of INEOS directly report to a board which takes all the decisions. 
INEOS can also focus on the differentiation strategy where it can start producing products which are different from its competitors which will give them the edge and they can sell these products on a monopoly price. Although it is one of the top companies in the chemical industry it can become better by focusing on differentiation strategy. They should increase their focus on branding, advertising and developing new products.
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This tool is used to analyse the resources and capabilities of INEOS. This will help us to understand what the source of competitive advantage of INEOS are.

	Resource or Capability
	Excellence in health, safety and environmental performance.
	Focus on customer satisfaction, quality and reliability.
	Continuous improvement to become a cost-effective producer of high-quality products.
	Encouragement of innovation, entrepreneurship and reward for achievement.
	Empowerment of employees to create real value for our customers and ourselves


	Valuable
	Yes
	Yes
	Yes
	Yes
	Yes

	Rare
	No
	Yes
	Yes
	Yes
	Yes

	Costly to imitate?
	No
	Yes
	Yes
	No
	No

	Organized to capture value?
	No
	Yes
	Yes
	No
	No

	Competitive advantage.
	Partly competitive.
	Sustained competitive advantage.
	Sustained competitive advantage.
	Temporary competitive advantage.
	Temporary competitive advantage.



Based on this analysis the company should protect the resources and capabilities with sustained competitive advantage. The company should make the management and the employees aware of the resources and make strategies regarding how this can be used to gain a cost and differentiation advantage. Then the company should focus on other resources and capabilities and make it cost effective to make it hard to imitate. If the capabilities are hard to imitate it stay rare. The most important step is to keep reviewing the resources and capabilities as the value and situation all the time, by keeping them in check the company can achieve a competitive advantage which is sustained and hard to copy. (Jurevicius, 2019)
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In this report, we have studied the strategic factors of INEOS. We have analysed the internal and external environment of the company using different strategic tools. This has provided an insight into the company. INEOS is working efficiently and effectively in its environment. From the investor's point of view, they think that INEOS is a good investment. From the leader’s point of view, it is concluded that INEOS is doing everything right in its power. However external changes and its internal strength can provide various opportunities in front of INEOS and INEOS should be ready to adapt to the changes to be successful in its market.
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After the complete analysis of INEOS internal, external and financial reveals that INEOS can do better in some of the areas. To do so following are some recommendations:
INEOS should improve in their differentiation strategy. they should focus on the marketing, promotion and branding of their products. They can also think of outsourcing some processes to help grow better. INEOS is doing well in their product segment but to be successful in this competitive world it can also improve in their services segment. Brexit is a major challenge soon, as the CEO of INEOS says he’s ready for Brexit and supports it still there are unknown risks which must deal with in the future. INEOS should make it strategy accordingly and be ready for whatever challenges come in their way.  INEOS follows the sustainable development approach, it should keep following it and operate without harming the environment. 
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INEOS Group Holdings S.A.
Consolidated income statement for the year ended 31 December 2017
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INEOS Group Holdings S.A.
Consolidated balance sheet as at 31 December 2017
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Employes beacfis. 2 0 7595 91
Provisions 5 EY 25 256
Deferrd ax lishilites. v s 56 1981
Other financil lsilte. 16 2 09 126
a4 _ouw2 | _omse
Current libiltes
Intrestcbesing losns and borrovwings 0 60 726 218
Trade nd other payables. A e 14 1St
Tax payable. 284 12140 58
Other financil lsbiltie. 16 0 B 18
Provisions 5 s 192 61
2200 T2 _is06
Totaliabilites......... - - 93514 leom4  tosied

Total cquity and lsbiltes. 1082 11385 102820
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