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The Executive Summary

The aim of this business report is to examine the attributes for the success of Ineos in the chemicals and oil industry.  The strategies adopted by the founder, Jim Ratcliffe are investigated and supported by the facts and figures that the company has achieved since its establishment in 1998.

Having detailed investigation, some of the strategic approaches used by Jim Ratcliffe are explored and proved to be a success.  These include the first step to become a entrepreneur with his fellow businessman John Hollowood in buying BP’s chemical division in Kent, UK in 1992.  Thereafter, Jim Ratcliffe started his Merger and Acquisition strategies associated with the Finance Strategies in obtaining bank loans to expand its business and turn his assets and portfolios into diversification in different product lines with close relation to his original products in the chemicals and oil industry.

Before going into detail analysis on this successful company, an external and internal audit by means of PESTLE and SWOT analysis have been conducted so as to fully understand the situation and to pinpoint the strategic issues of Ineos in achieving such big success and turning Jim Ratcliffe becoming the richest person in the UK.  In brief, the external audit indicates a favourable business environment for Ineos to run the business where the local economy is recorded with steady growth under the stable political situation.  However, the Brexit issue creates uncertainties that may affect the business of Ineos in the UK and the EU.  Emphasis would also be placed on the internal audit regarding strengths and threats for Ineos which is derived from the SWOT analysis with a view to suggest effective recommendations for the business to focus on.

Porter’s Generic Strategies has been used to support the right strategies (i.e. low cost and differentiation strategies) that Ineos has been adopted for years.  However, some suggestions on a change in corporate strategies and culture are recommended to meet the ever-changing business environment to put a big step forward to out-perform Ineos’s competitors in the market.  

In the conclusion, some recommendations for a change in the policies on investing employees under the people management, innovative products for productivity efficiency, the environmental issue and sustainability…etc. has been discussed.  In brief, this report also explores the success of Ineos which is solely relies on the remarkable leadership of Sir Jim Ratcliffe, the founder of Ineos since 1998 up to the present time specializing in the chemicals and oil industry with diversified associated products based in the UK.  


1.   The Introduction

Being the market leader in the chemical and oil industry specializing in a wide spectrum of production lines covering a diverse range of end markets products including construction, white goods or durables, agrochemicals, pharmaceuticals, packaging and automotive, Ineos, an UK based company has been out-performing other competitors in the UK and the European market and distinguished herself a successful and the most profitable company in the industry.  

This business report aims to highlight the attributes to the success of Ineos in terms of the business strategies being adopted in the past and in the future, the Vision, Mission and Values in establishing the corporate culture, the strengths and weaknesses that are enjoying together with threats and opportunities facing by the company.  Most importantly, the leadership style and practices that leads to the success of Sir Jim Ratcliffe, originally a chemical engineer and latter becomes the founder and Chairman of Ineos, a top chemicals and oils company in the UK and the EU will also be discussed.

The followings explore the strategic issues of Ineos being adopted over the times and make herself a very successful chemicals and oils company in the EU market.




2.	The Investigation and Findings

Reviewing the success of a company shall adopt a top down approach first to understand the Vision, Mission and Value (i.e. the VMV) of the company and the management philosophies and the leadership style of the leader as all subordinates and workforces are following the directives, policies and objectives of the company to strive for the expected outcomes and to achieve the targets.  It is therefore, examining the VMV of a company can understand its main focus on which part of the business chains and the strategies being adopted to achieve the ultimate goals.  

2.1  The Vision, Mission and Values of Ineos

According to the latest information from the official website of Ineos, the Vision and Value is shown as follows:

Ineos is a customer-focused company and her business mission is to be the supplier of choice to its customers.  The key values are excellence in safety, health and environmental (i.e. the SHE) performance.  Focus on customer satisfaction, total quality and reliability with continuous improvement to become a cost effective producer of high quality products.  In addition, encouragement of innovation, entrepreneurship and reward for achievement are also promoted together with empowerment of employees to create real value for the customers and Ineos’s employees.  In brief, Ineos adopts a customer-focus strategy to achieve customers’ preferred choice in supply chain business.  The values include safety, health, environment, customer satisfaction, total quality, continuous improvement, cost effectiveness, innovation, reward for achievement, empower employees to create real values for internal and external customers.
In addition, the Vision, Mission and Key Values for Ineos’s sustainability are as follows:
“Our focus is on opportunities that make good business sense and we believe that sustainability makes good business sense”.

Apart from understanding the VMV, external audit and internal audit will be used to identify the position of the company and hence derive strategies to make progress to gain more competitive advantages to secure its position as a market leader in the severe competitive business world.

2.2	  The Strategies

The special characters of Jim Ratcliffe of being a remarkable transformational leader attribute to the success throughout the development of Ineos.  The style of leadership of Jim Ratcliffe will be examined in the later part of this report to highlight the decision making of Ineos in obtaining the competitive advantages in the chemicals and oil industry.  In fact, the success of Ineos depends very much on Jim Ratcliffe’s strategic decisions on Alliances, Merger and Acquisitions, all these strategic moves have been evidenced with a series of outstanding outcomes.

The partnership between Jim Ratcliffee and John Hollowood in 1992 earmarks the first success by making the right decision to acquire BP’s chemicals division in Hythe, Kent, UK for a cost of £40m in 1992 to create Inspec.  Thereafter, Jim Ratcliffe and his fellow businessman, John Hollowood floated the company into the London Stock Exchange in 1994 and pushed up the value of the company to £100m.  Such move was a risky decision where Mr. Ratcliffe admitted that it was a high-risk decision with the right move as he has to wholly focus on the company business by investing all his wealth including his saving, his family and his house in order to obtain the success.  It reflects that “focus” is one of Mr. Ratcliffe’s personal characters that attributes to his success which will be discussed and explored to account for his success in business and the ways to secure future business of Ineos.

Later in 1998, Jim Ratcliffe did again exercising the acquisition strategy by using £89m to buy BP’s speciality chemicals business in Antwerp, Belgian and started his own business under the name of Ineos.  This way stepped forward and throughout the past decade, Jim Ratcilffe has adopted the similar strategies in the industry and thus making Ineos to become the very successful chemicals and oil business related company in the global market with the competitors including Lyondell-Basell, Sabic, Dow and ExxonMobil.  

The financial strategies being adopted for Ineos are discussed as follows:

Ineos is using various customary off-balance sheet arrangements including the operating leases to finance the business.  The principle is that none of these arrangements has or is likely to have a material effect on the result of operations, financial condition or liquidity of the company.  Internal guidelines and policies are to mitigate the adverse effects on market risks with speculative transactions.  Ineos acquire materials and sell finished products at posted or market-related prices according to regular basis in line with industry practice so as to minimize reduction in the profit margin by passing through feedstock cost increases to the customers at a higher process for Ineos products.  Unavoidably, the cash flows and earnings of Ineos are subject to the risk of exchange rate fluctuations.  Ineos may therefore enter into foreign currency exchange instruments to hedge against the short-term impact of movements in foreign exchange rates.  

Since Jim Ratcliffe was an accountant by experience, his sound and accurate assumptions, estimations and judgments towards the accounting procedures of Ineos is supported by the audit committee of Ineos also leads to the success of Ineos in terms of financial strategy.  Management of Ineos is required to estimate the tax payable in each of the jurisdictions in which the Group operates.  The differences between actual current tax charge or credit together with temporary differences resulting from differing treatment of items for tax and accounting purposes enhances Ineos management to defer the tax payment as the process in reaching the final decision from the tax authority or the judgment from the legal proceedings take times.  

In addition, Ineos benefit from the cost advantages of operating large-scale, well invested, highly integrated facilities strategically located near major transportation facilities and customer locations.  The investment on infrastructures facilitates the production units that allow Ineos to operate at lower cost and higher utilization rates than the competitors in the market.  Even during the industry downturn cycles Ineos can maintain the positive margin and cash flows.  According to the 2017 Annual Report, as of the year ended 31 December 2017, the revenue of Ineos is £15.2 billion.  This optimal revenue is account for the implementation of a range of strategic initiatives designated to lower the operating costs, i.ew. the low-cost strategy and hence increase the profitability and further enhance the market position.  Those implementations include (i) fixed asset investments to expand the capacity in higher value products; (ii) to enhance productivity at the existing facilities; (iii) to reduce fixed cost structure through headcounts reduction, closure of less profitable production lines, upgrade system for higher productivity.  Strategically, shifting the product portfolio to focus on more differential products, exited low-margin businesses and implemented premium pricing strategies designed to improve the profit margin of the company.  This strategy provides a strong platform for Ineos to achieve growth in business, create leverage for operational funding, and benefit from the volume recovery from the consumers’ markets.

Due to the success in implementing the right business strategies, Jim Ratcliffe nowadays has built a diversified business empire covering the fashion label Belstaff and Swiss Football Club FC Lausanne-Sport.  The petrochemicals grouped under Ineos records an annual turnover of approximately £44 billion and employed more than 18,500 employees over 22 countries.  According to the report from Financial Times, “Jim Ratcliffe has been named the richest person in the UK after an increase in the value of Ineos, propelled the self-made billio0naire to the top of the Sunday Times Rich List.” (Financial Times - Ian Smith, May 13, 2018).




3.	The Analysis

3.1  The External and Internal Audit

We first look into the business environment of Ineos in the UK and the European Countries, e.g. the current situation of politics among the European Union (the EU) countries, with special regard to the political stability after the Brexit (the withdrawal of the UK from the EU), the technological developments in the chemicals and oil industry, the economies of the UK and the EU countries after the Brexit, the environmental impact and the revised local legislative enactment…etc. so as to assess the likely impact of the impending changes of the business unit in the industry.  It is therefore necessary to conduct an external audit to identify the trends in a particular market segment to understand the position of Ineos in such uncertain and changing business environment both locally and globally under the current political, economical, social, technological, legal and environmental impacts assessment i.e. the PESTLE Analysis, of the external audit. 

By adopting the PESTLE Analysis, that is, to conduct detail examinations on the latest Political, Economic, Social, Technological, Legal and Environmental aspects of the country and its counter parts where the business falls within, so as to determine how favourable a business or a company can doing well in that particular region(s) where the business links with.  Therefore, the PESTLE Analysis should be conducted to understand the business environment in the UK and the EU as it is important to ensure business environment is favourable for the business in fixing the right direction to achieve its targets.  

In addition to the external audit as mentioned above, the strengths, the weaknesses, opportunities and threats, i.e. the SWOT Analysis under the internal audit will also be adopted to identify the pros and cons of Ineos in doing the chemicals and oil business under the PESTLE environment and also identify the potential of Ineos in grasping the opportunities in enhancing its cash cow scenario under the BCG Matrix together with the possible threats inherent in such fast changing business environment in the UK and the EU. Therefore, knowing the current strengths and weakness of Ineos by comparing what competitors is responding to such fast changing business environment is an important strategy in understanding both itself and the competitors in a business battle field for winning a success in the chemicals and oil business.

3.1.1  The “PESTLE Analysis” ( External Audit)

 “PESTLE Analysis” is a kind of marketing audit method to access the external business environment which covers the examinations on the Political, Economical, Social, Technology, Legal and Environment aspects of the current business environment, in that case, in the UK and the EU.  

The political situation in Britain and the EU is solidly stable in the past few decades however the Brexit, i.e. Britain exits from the European Union, may incur a considerable amount of uncertainties that will certainly affect the political, economic, social, legal and environmental impacts on both the British and the EU economies either positively or adversely.  

Political Situation
Firstly, the UK is a constitutional monarchy by using a parliamentary system to rule the whole nations.  This is famous for its governances in maintaining a fair and a stable country with plenty of opportunities for those operating within the UK, including the business of Ineos.  However, there are still some positive and negative political factors that are facing the whole country.  The positive factors include: (i) the public having a large influence on the inner-workings; (ii) the proactive government; (iii) politically stable; and (iv) split into national and local administrations.  The negative side includes (i) some well-hidden corruption and (ii) uncertainty in the outcomes before and after the Brexit.

Economic Condition
UK has a very strong economic position when compare to other EU countries. During the past, UK has recorded a relatively high GDP, and enjoying a diverse economy. The favourable factors include: (i) ranks the 5th highest GDP in the world and second in Europe; (ii) population is large for small markets to make profits; (iii) diversified economy in both public and private sectors; (iv) free market policies; and (v) increasing Foreign Direct Investment.  However, the unfavourable factors being (i) slow recovery from the 2008/2009 economic recession; and (ii) huge financial burden on free public services and financial aid for local and migrating populations.

Social Condition
Thirdly, the social factor is an important factor in any PESTLE analysis and there is no exception to the UK even though its high social standards lead to betterment in many circumstances. The positive factors include: (i) many free public services, such as the National Health Services, the education subsidiaries and so on; (ii) enjoying a very large population with densely populated accommodation of 64.1 million inhabitants; (iii) open to migration leading to a cosmopolitan environment with around 1 in every 8 residents born abroad which results in a large, cheap and over supply of workforce; and (iv) living standard is high when compares to other countries in the rest of the world. On the contrary, some negative factors affecting the social structure of the UK include: (i) the high and increasing dependency ratio; (ii) some social unrest concerning the migration policies and the ethnic groups; and (iii) ever-increasing further education costs.

Technological Status
UK, being classified as the MEDC (More Economically Developed Country) has been enjoying its economic advancement with good access to technologies.  The followings showcase the most important technological factors which have direct positive effects on UK’s economy, these include: (i) quality innovation skills; (ii) expertise in science and IT: (iii) effective laws with regard to intellectual property; and (iv) plenty of internal competition to stimulate business growth in respective sectors that enhance a fair competitions in the industry.  Oppositely, the technological development in the UK is relatively slow in many aspects when compares to the USA.  For Ineos, the highly integrated, world class production facilities and technologies know how allow Ineos to process the raw materials into some higher value added products.  The integration of crackers and polymer units in Europe accounts for 76% of Ineos’s European olefin and polymer volumes.  

Legal Framework
The legal system in the UK is solidly stable by virtue of its long established history many centuries ago.  It creates a favourable environment for businesses however, with heavy taxes policies Due to the Brexit, there may be some new or revised legislations toward the EU peoples and the business sectors. This inherent potential risks for EU investors which affect their decisions to invest capitals in the UK due to uncertain legislations for EU businesses in the UK after the tentatively Brexit in mid 2019 since the election called by Theresa May in June 2017.

Environmental Concerns
Ineos is running its core business in chemicals and oil industry which is facing many negative critics on the environment from many environmental supportive organizations and bodies, not only in the UK but also around the globe.  Even though Ineos has innovative ideas in fulfill its Corporate Social Responsibility (CSR) by promoting the SHE values amongst its business units,  and also turning its products to become environmental friendly through diversifications with wider range of products to shorten and minimize the impacts on the environment through the production process, the effect on such would be ignored by those EP protestors/bodies which create an unfavourable business environment for Ineos to run its business under such circumstances.

The impacts on uncertainty of “Brexit”

Since 51.9% of the UK citizens (over 17 million British peoples) voted for the Brexit decision, that Britain is going to leave the EU in mid of Year 2019 which inherent a high degree of political and economical risks, uncertainty and changes in the UK within a very short period of time.  Approaching this critical moment, the UK government requires a firm fiscal support to stabilize the UK economy during such change and the most effective source of income shall be from the treasury income of the UK government through tax levy.  Although the Prime Minister Theresa May holds a positive reaction toward the Brexit decision and treats such change as “excited”, such change may not be positive for the British peoples.  It is because such change and shift requires money, and the chances of it coming from local taxpayers are high.  While the changes are undergoing, e.g. changes on trading policies with more restrictions on exports and imports with higher taxes will eventually adversely affect the consumption power of average UK consumers in the local market.  The buying behaviours have changed as the economic state in the UK is still in a precarious situation.  The UK economies nowadays are in a winding wave situation where interest rate and currency value are shaky, prompting international business to be impacted negatively.  

Socially, the Brexit results in an increase of reported aggression in terms of attacks regarding race, ethnicity and religion are reported commonly on popular social media websites such as FaceBook and Twitter.  In fact, many of these reports are proven to be the false information but it still reflects how the world sees Brexit.  The social impact is that the nation is divided with fear, worry on the one hand, and excitement on the other hand. 

Technological development may be affected due to the uncertainty in importing of EU IT professionals and oil specialists under the labour restrictions after the Brexit.  This will be a significant factor for Brexit officials to safeguard the UK with regard to technological development in optimizing the competitive advantages in technological advancement in the industry, e.g. the advance technologies for the chemicals and oil business in the case of Ineos.

In the same parcel of land, up in the northern region of the UK i.e. within the territories of the Scottish border, the Scots are claiming her independence from the UK dated back from a few years ago in 2014.  Fortunate to the vote down result on 19 September 2014, the move cannot be stepped forward.  Such motive has not been died down due to the problems in handling the Brexit details and procedures that some Scots have put their dissatisfactions on such and revitalized the independence motive which further amplifies the unsolved political risk for the British in this regard.  However, British politicians including the Prime Minister are declaring excitement for this change while many others are still left in confusion and despairs. 

In summary, new insights have been formed in the political economy of Britain and the future of British capitalism during the progress of Brexit.  British enjoy a distinctive business model in the finance sector, a flexible labour market, service-led growth, and international capital flows (Lavery, Quaglia, and Dannreuther 2018). The British government can create a coherent administration enough to facilities the progress of Brexit negotiations with the EU (Bulmer and Quaglia 2018), whether this has been or will become a successful strategy is moot.  Although there are potential threats affecting the UK economies, these include the decrease in value of sterling implies the lack of market confidence toward UK economies.  Besides, a series of crises, including the housing & health subsidies, funding for national defence and local authorities are also facing the UK even before Brexit.  However, the core officials involved in Brexit negotiations maintain their strong support for Brexit.  This political and hence, economical and social factors shall have direct effects on Ineos in operating its chemicals and oil business in the UK and the EU countries and therefore, Ineos top management shall be strategically planning ahead to overcome such uncertain business situation as a result of the Brexit.

As reflected in the 2017 Annual Report of Ineos Group Holdings S.A. that the factors affecting the petrochemical and chemical intermediate markets include economic conditions, raw materials prices, demand and supply for Ineos products from international manufacturers / consumers; and the environmental legislations.  Ineos’s business performances are also impacted by the structural and operational factors within the organization.



3.1.2	The “SWOT Analysis” ( Internal Audit)

SWOT represents Strengths, Weaknesses, Opportunities and Threats toward the company which is the existing pros and cons of a company and the future forecast of the business environment to make the strategies ahead in gaining the competitive advantages in the market.  The following SWOT matrix tabulates the findings in Ineos for necessary follow up actions deemed appropriate. 

	Strengths
· High quality and low cost production
· Well-invested plants & machineries
· Large plants benefits from economies of scale
· Favourable locations
· Experienced management with high level of leadership skills
· Market leader
· Diversifications of products
· Operating diversity – products, customers, geographic regions, applications and end-use markets
· Continuous businesses growth
· Private owned company makes management decision to response fluctuated market more quickly 

	Weaknesses
· The lawsuit in Scotland about fracking affecting the image of the company
· The liabilities over employees in terms of retirement fund and benefits are huge


	Opportunities
· The growing economy
· Diversification of products by merger and/or acquisition
· Attractive reward schemes to recognize the capable employees for staff retention
· M&A enhances profit margin

	Threats
· The negative effects on Brexit
· The foreign exchange rate affected by the US Dollars
· The impacts on environmental legislation from around the world




The Leadership Style of the Chairman of Ineos

Being the most valuable asset and the powerful strength of Ineos, Jim Ratcliffe exercise his remarkable leadership in building up his empire in chemicals and oil industry and contributing to the very first success in the business since 1992.  The followings examine the style of leadership by highlighting the strategic decisions and the moves of Ineos led by Jim Ratcliffe that attribute to the success of a worldwide company.

1. Don’t Worry about being a Late Starter
With the academic background of studying chemical engineering but entering into accounting field in handling venture capital, Jim Ratcliffe started his entrepreneur at the age of 40 in 1992.  With the main focus on the business, Jim Ratcliffe established Ineos his own company in 1998 and within a period of 20 years Ineos expanded very quickly by acquiring unfashionable petrochemical assets cast off by big chemicals and oil group.  By slashing fixed costs, he generated the cash to refinance loans for further expansion of the business.  

2. Make Friends with debt, but don’t Fall in love with it
One of Jim Ratcliffe strong talents is to persuade banks to lend him as much as he can afford to pay back from his current assets.  The most important transaction that made Ineos the big player in the industry was the purchase of BP’s Innovene petrochemicals business at US$9 billion in 2005.  The demand for chemicals crashed in 2008 made Ineos in a very difficult situation where Ineos tripped a debt covenant and its bonds crashed to about 10 cents on the dollar.  During such financial crisis, Jim Ratcliffe lived to fight another day and he survives.   The net debt in 2009 was US$8 billion which is equivalent to 7 times Ebitda according to Bloomberg data but it had been fell to below 2 times at the end of 2017 in which Ineos is able to pay out about half a billion euros in dividends during the past two years.  

3. Never Sell Equity and Definitely Don’t Go Public
Inspec, a public company owned by Jim Ratcliffe was sold in 1998 and he shows no intention of listing his company in public market as he reckons it is short-termist and don’t value cyclical and commodity chemicals properly.  He admitted that once you have sold the equities in the public market, you’ll never get them back. 

4. Keep It Tight
Jim Ratcliffe empowers employees and gives incentives to managers to run the profit making business effectively.  Unlike the bureaucratic German giant the BASF, Ratcliffe’s Ineos business unit is run by a small team of 40 people from Knightsbrodge headquarters.  Ineos has almost 20,000 employees at more than 30 chemicals, oil and gas companies.  This makes the finances very complicated but the well trained accountants Jim Ratcliffe, the Chairman and John Reece, the Finance Director of Ineos appear to be enjoyable in playing around such complicated accounting issues with regard to manpower planning.

5. Don’t Always Be Nice
Jim Ratcliffe is admired by many businessmen but disliked by many trade unions and environmentalists as Ineos wants to frack in Scotland of the UK.  Ineos took on the unions at its loss-making Grangemouth petrochemicals plant, threatening to shut it down before eventually forcing though cuts to pension benefits in 2013.  In addition to the new investment and the import of cheap shale ethane feedstock by supertanker from the US seems to have done the trick.  In fact, the Grangemouth petrochemicals business made 150 million euros of net profit last year in 2017.  It’s hard to justify Ratcliffe’s attitude toward tax payment.  In 2010, he uprooted key staff and decamped to a village near Geneva when the Labour Prime Minister Gordon Brown wouldn’t let Ineos defer a big sales-tax bill.  He returned to the UK in 2016 but is now poised to disappear to Monaco where a favourable tax system can be enjoyed.

6. Be a Patriot, unless it Costs Too Much
Ratcliffe likes the UK otherwise he wouldn’t keep buying assets there, but it’s a testy relationship.  He criticizes the UK government for allowing the industrial base to wither and has a soft spot for German engineering as he develops the Defender there and prefers the consensual labour relations in Germany.


3.2  Barriers and their Priorities 
  
Having conducted the external and internal audit, and also analyzed the business behaviour or leadership style of Ratcliffe, it is cleared that Ineos has been and will be doing well with its remarkable business strategies including the Alliance, Acquisition and Merger; investment on plants and machineries for higher productivity; expanding in the worldwide market to enhance larger economies of scale; diversifications on product lines to cater for wider spectrum of customers so as to enlarge its market shares around the globe; reduction of operating costs and taxes deferment under the financial strategies and so on.  All these strategies and accounting practices attribute to the success of Ineos so far.  However, the business world is ever-changing and the uncertainty of the Brexit poses an immediate threat to Ineos and identification of barriers and the solutions to handle them shall not be overlooked.  

Having investigated the PESTLE and SWOT analysis for Ineos in the earlier discussion, Ineos possesses a strong internal strength due to the strategic thinking of the Chairman and the top management therefore, the company can do well internally with their continuous efforts and remarkable leadership.  However, no business unit is an island and each and every business units are closely related to each others.  This also applies to Ineos.  As discussed earlier, the external environment for chemicals and oil business is stable in the UK and EU market and Ineos diversifies its portfolios from trading of raw materials to consumer commodities in the worldwide market, it covers a wide range of goods and services to maintain a large market shares.  However, business strategies being successful in the past may not be profitable nowadays or in the future, therefore the first barrier may hinder the growth of Ineos’s business shall be the “Strategic Changes of Ineos” to cope with current and future challenges in the industry.  Secondly, people management of a company is of vital importance in enhancing quality customer services of a servicing company.  Since competent employees help a company to achieve company objectives with regards to profit margins, growth, branding, market shares and so on.  This aspect must be kept reviewing and must not be in a lower priority.  Finally, due to the nature of Ineos business in chemicals and oil industry, the production lines and handling of raw materials under the productivity chain will be contravened to the environmental protection directions which have become the most concerned aspects on earth nowadays.  Therefore, Ineos, shall have strategies in handling this kind of dilemma for its production of chemicals and oil products.  In fact, the costs in achieving an environmental friendly acts to protect the environment is huge that may not be viable in the business world.  However, in fulfilling the Corporate Social Responsibility (i.e. the CSR), Ineos should have its EP and sustainability policies to response and support to preserve the nature and the environment of the areas where Ineos’s businesses are located.  The solutions and suggestions to these three barriers will be discussed in details as follows.

3.3  Discussion on Barriers for Ineos

3.3.1  Strategic Frameworks/Business Strategies

In gaining the competitive advantage for Ineos’s products, it is basic to review the Porter’s Generic Strategies regarding Cost, Differentiation, Focus or the mixed method.  

The generic strategies which are suggested by Porter (1985) have advantages over the configurationally methods, because other industries and populations can also use this model for their organizations (Short, et al., 2008).  Apart from the favourable supports for Porter’s Generic Strategies, some authors (Dess, 1984; Hambrick, 1982; Torgovicky et al., 2005) suggested that firms adopted one of Porter’s generic strategies including (i) cost leadership, (ii) differentiation, and (iii) focus cost leadership and differentiation will perform better than those firms do not adopt an explicit generic strategy.  As a result, the strategy which has been chosen by a firm would follow Porter’s measurement on performance which is based on the returns of the firm, though noting that a firm’s returns may be derived to some degree it operates in the industry (Porter, 1980). 

The following diagram demonstrates Porter’s Generic Strategies.
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Figure 1: Porter’s Generic Strategies (source: B.V.P.M. – 2005)

Generic Strategies and competitive advantage
Porter’s generic theory consists of low-cost strategy, differentiation strategy and focused strategy.  The low-cost strategy incurs sacrifice or compromise on quality, fashion & product innovation and improvement in order to becoming the lowest cost production in the industry to gain competitive advantage.  Oppositely, differentiation strategy ignores cost factors and put emphasis on product variety, quality and services to achieve successful differentiation.  

Low-cost Strategies
Although the low-cost strategy can be treated as a single approach including the scale economies, low-cost labour, or production automation, most importantly one has to recognize that there are many methods to achieve the advantage of low-cost production in the industry.  The successful low-cost firms are capable of harnessing multiple approaches.  The main objective of low-cost strategy is to generate cost advantage that is sustainable for two reasons, (i) competitors cannot easily stop offering services that their customers expect; and (ii) the operations and facilities of competitors have been designed for such services and cannot easily be changed.  Therefore, a firm with inherent cost advantage has a good chance of success with a no-frills approach.

Furthermore, cost advantages can also be achieved by the design of a product and its composition.  Product downsizing is another approach that can release the burden of price pressures inhibited alternatives. In general, cost advantages can be achieved through the following methods:
(i) securing the supply of raw materials;
(ii) when distribution is the major cost, explore more channels to lower cost;
(iii) in labour intensive industries, access to inexpensive labour from abroad;
(iv) government consents or other special treatments;
(v) adopt technological advanced system to enhance productivity; and 
(vi) reduction on overheads.

Differentiation
A differentiation strategy is classified as a success when the targeted customers enjoy quality products under a selection of wide product ranges.  In addition, the value added services including delivery, information services…etc. also contributes to the success of differentiation strategy.  In fact, customers value a unique and differentiate product from a particular differentiation-driven firm rather than other competitors in the market.  The choice of customers and their satisfactions shall have direct relationship with the value added services and innovative products they are enjoying.  In fact, there are many other ways to differentiate by adding value to the products and services, it is not necessary to copy the ways that a competitor is doing.  Innovation ideas on products and services are the key to enhance competitive advantage of a firm.

Successful Differentiation Strategies
In general, a successful differentiation strategy is capable of: 
(i) generating customer value;
(ii) providing perceived value; and 
(iii) being difficult to copy

However, there are many approaches to differentiation, such as quality-driven strategy, implementation of total quality management, brand building campaign, brand awareness promotions, brand identity and loyalty, alternate strategies available to producers, producer retailer partnership, category management, ethical branding, and so on.  

Porter believes that cost leadership and differentiation strategies are at opposite ends of the spectrum, and both these strategies will not occur in a successful firm (Borch, Huse, & Senneseth, 1999).  Porter states that a firm implements more than one generic strategy will not gain the optimal benefits (Porter 1985), therefore successful businesses should compete exclusively on one of the three specific generic strategies (Wright, 1987).  

For Ineos case, the strategies that Jim Ratcliffe has been implementing can be explained by Porter’s Generic Strategies as described above.  It is obvious that Ineos is adopting the mixed strategy in driving its business a success.  As reflected in the recent three month period ended March 31, 2018 “Forward Looking Statements” of Ineos Group Holdings S.A., the statement for current expectation and projections about the future events covers the low-cost strategy in terms of controlling cost, streamlining the raw materials costs & supply arrangements, strategic disposal of certain assets & non-core businesses…etc.  For the Differentiation Strategy, Ineos include concerns over the impacts on climate change, the Safety, Health and Environment (SHE) mission statement, operation hazard covering the environmental contamination, developing new products and so on.  Furthermore, Ineos also places emphasis on building the relationship with customers and the employees.  It seems that Ineos has been adopting a mixed strategy under Porter’s Generic Strategy and leads to a success in business.  However, the business is changing and every other competitor is trying their best efforts to take over the others’ market shares and profits, therefore apart from the mixed strategy, Ineos can also invest more on people management of their employees so that Ineos’s workforce around the world have the same VMV and quality standard to hedge against any economic downturn or political threats in the near future.

Apart from these generic strategies, Jim Ratcliffe has been purchasing/acquiring many other related businesses so as to obtain the synergies effect in the production lines of chemicals and oils business.   This increase the Competitive Advantages of Ineos through the journey of partnership, merger and acquisition that leads to the success by enlarging its market shares around the world.  Besides, the diversification strategy in widening the product range also leads to the success of Ineos.  Jim Ratcliffe has recently invested £600m to build a new vehicle based on the Land Rover Defender which was discontinued in 2016.  He also bought Belstaff, the motorcycle wear maker with the old time movie stars Steve McQueen and UK football hero David Beckham as the spokesperson to promote the brand.  Jim Ratcliffe also acquired the Swiss football team FC Lausanne-Sport to explore business opportunity for the co-products to utilize the synergies effect of all the co-products made by Ineos.  One of the burdens and crises management that facing Ineos under the diversification strategy is the legal battle regarding the fracking activities in Scotland and some petitions organized by the Trade Union and environmentalists which is a threat that hamper the corporate image of Ineos while the company is building its Corporate Social Responsibility and the mission of Sustainability of the company in protecting the environment. 

The Finance Strategy that Ineos has been adopting is mainly rely on bank loans, due to the poor experience during the 2008 financial crises, Jim Ratcliffe has been very cautious and will never float its capital in the Stock Exchange market.  However, this may be a time for Jim Ratcliffe and John Reece to evaluate the risk and the return from going public as this is the fastest and the most effective financial tool to raise the capital of the company to expand its businesses worldwide.  With the very strong current assets and business background, Jim Ratcliffe can consider listing Ineos in the public and increase the cash flow for further investment e.g. merger and acquisition, so as to totally beat the competitors in the market and be the number one in the industry.  

Finally, Ineos should invest more on people management as employees is the most valuable assets of a company in which good employees of Ineos can help the company to sustain and out-perform other competitors with high team spirit, job competence, loyalty and morale.



People Management

In achieving the most effective people management result, Jim Ratcliffe can make good use of “The 7 Habits of highly effective people” by Stephen Covey (1989), to upgrade his employees’ self control to achieve Private Victory in the first place and hence contribute to the company by all means. 

Be proactive means one is responsible for his/her own lives that one’s behavior is a function of one’s decision.  Proactive peoples carry their own weather whether it rains or shines makes no difference to them.  They are value driven but are still influenced by external stimuli, whether physical, social, or psychological.  On the contrary, reactive people are very often affected by physical environment.  Their attitude and performance will also be affected by weather condition and their social environment, i.e. they become defensive or protective when people treat them bad or well.  For Ineos, it is beneficial to introduce the “7 Habits” as a tool for each employee to align their goals toward company objectives and transforming themselves to become a proactive people with positive thinking and not be easily influenced by others or difficult situations.  

“Begin with the end in mind” is the second habit that employees should clearly understand where they want to reach or what they want to achieve before they start their move as this provide them a correct direction towards personal and company goals.  Producing a company VMV statement should have better asked every employee in the company to take part in this process in creating the mission statement under a team spirit.  Without involvement, there is no commitment.  By the time a well recognized mission statement is in effect, this certainly creates a great unity and tremendous commitment in which employees will govern themselves and don’t need someone else directing, controlling and criticizing.  The habit of “Put first things first” is time management.  Different response to time could be varied from different age group.  Managers of Ineos must understand the time concepts of each generation before assigning the job to them. 

However, building one’s habit take a long time and managers or supervisors should monitor the situation and coach their subordinates to achieve the company mission statement not only to achieve company goals but also improve the relationship among the peer groups.  Once these three habits are established, the remaining four habits include “Think win-win”, ”Seek first to understand , then to be understood”, “Synergize” and “Sharpen the saw” should be introduced to all employees to build a strong team with commitment and value-driven staff.  

4.	Recommendation - The Need for a Change

Having detailed investigation and analyzed the situation of Ineos with regard to its business strategies, Ineos should initiate a change in the organization to out-perform market competitors.  Since people management place a crucial part to sustain any business in the market, Ineos should have focused on people management, i.e. her employees to equip them with specific skills, tools and advance technologies to discharge their duties more efficiently.  Once top management has decided to implement a change to the company in terms of developing innovative technologies and new products, fostering customer satisfaction and loyalty, reviewing HR policies on staff reward and fringe benefit scheme, training employees on operation skills and so on, such decision shall be make known to all levels of staff so that those loyal and capable staff can add value to the company and transform themselves to be the most competent staff in respective business units.  Most importantly, the 7 habits as mentioned above should be emphasized not only for the benefits of the company but also for transforming individual staff to work and live positively towards a right direction with proactive manners. In this regard, Jim Ratcliffe being the remarkable leader should communicate with all the employees of Ineos to strike for the best interest of the company in the foreseeable future.

The management guru, Peter F. Drucker (1995) opines that he is not comfortable with the title call “Manager” as it implies responsibility for particular assigned tasks which might not have much concern over people.  Oppositely, calling the name of “Boss”, which emerged in the First World War, could be best referred to the role of mentors who back up their mentees with directives and decisions to complete their assigned tasks. Building a new culture of change toward people management in Ineos, the relationships within the organization should be mutually understanding and responsibility rather than a combination of rank and power.  The leader of individual business unit shall be able to learn the strengths of the men and women to whom he/she assigns duties, as well as those of his / her peers and boss.  One cannot make decisions for the future.  Decisions are commitments to action and actions are always in the present, it is the only way to make the future.  However, leaders / executives are paid to execute effective actions to cope with the changes in an organization.


5.	Conclusion

Drucker (1995) reflected that “Theory of the business” shall include three parts, i.e. assumptions about (i) the environment of the organization – refers to society and its structure, the market, the customer and technology; (ii) specific mission of the organization; and (iii) core competencies needed to accomplish the organization’s mission”.  Therefore, in coping with the proposed changes to strengthen the people management of Ineos, top management of Ineos can invest more on her employees top down from the executives to the frontline staff in individual business units.  Apart from the Brexit uncertainty that might have adverse effect on the chemicals and oil business in the UK and the EU, Ineos shall have contingency plan in diversifying its businesses into more daily necessity products so as to secure it business in the time of financial crises.  More research and development tasks should be emphasized to make good use of the nowadays advance digital technologies and its wide product lines in the numerous market sectors.  Still, the M&A as he most successful strategic tool could be expanded with the input of sufficient assets and cash flows, Jim Ratcliffe should have evaluate the feasibility and the risk of putting Ineos in the public for further expansion of the business.


· End  -
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TASK DESCRITION.

Ineos: “The biggest company you have never heard of”.«
Ingos is a UK chemical industries company which — under the strategic direction of its CEO, Jim
Ratcliffe - has become increasingly powerful (and profitable) in this (ittle known) business
sector. In recent years, Ingos has expanded its chemical processing activities into Europe and
have diversified into other business sectors (fracking gas production, fashionable outdoor
clothing (Belstaff), motor vehicles (Landrover) and sport (football)). As a strategic management
consultant, Ineos have requested that you consider any of their current strategies to:
a) Carry out a strategic internal and external analysis using any relevant analytical
framework o strategic analysis tools. (3,500 - 4,000 words)
b) Advise Ineos on the strategic options they should take, the barriers they may
encounter in implementing these strategic options, and how they can overcome
these barriers (3,500 - 4,000 words).

B
More details of the question requirements are given in the Case Study materials provided.
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Please present your work in a business report format of 7,000-8,000 words..
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