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Introduction


	There is an increasing relevance of international financial management in every company, especially in a MNC. The importance of international financial management in a MNC has increased mainly because of globalisation, rapid changes in changes in currency values, increasing foreign investments and transactions and several such factors. Glaxo-Smith-Kline PLC, otherwise also known as GSK Plc, is currently one of the most popular and well-known bio-pharmaceutical companies all over the world, which began in 1715 at the Plough Court Pharmacy ( GSK, 2022). The organisation employs over more than 70 000 people worldwide with a portfolio of more than 60 vaccines and specialty medicines in its pipeline ( GSK, 2022). In this study, there is going to be a detailed evaluation of how international financial management is  ascertained in GSK Plc. TO conduct this discussion, the management of various challenges faced by the company in the international markets will be discussed. Conversely, the theory of efficient market hypothesis will be discussed around the company’s operations similarly , the dividend distribution policy of the company will be evaluated along with analysing its project appraisal methods.


Discussions


	
The management of the financial performance, financial position and overall finances in a business organisation is quite a difficult and challenging task. This challenge is higher for any MNC since they operate in several international markets and the risks and factors in these markets are different from the domestic market. As defined by Madura (2020), international financial management is indicated as a process or a strategy through which multinational organisations maximise the wealth of their shareholders while making efficient financial and investment decisions. Several reasons reflect the significance of international financial management in a business organisation. A key reason for this includes the attainment of effectiveness in the acquirement, allocation and management of funds in business organisations.

However, in international financial management, there is a range of challenges that a business organisation encounters. Foreign exchange risk is one of the key challenges associated with international financial management in business organisations. According to Skabeeva et al. (2022), the fluctuations occurring in the value of the currency of a country, which possess the capacity of turning its profitable contracts into losses, is called foreign exchange risk.
 
However, in GSK Plc, all foreign exchange risks are managed by the medium of the working capital management theory. As disclosed by the company, all its foreign exchange risks are reduced through matching its internal trading transactions centrally while managing each of its individual inter-company terms of payment. The company manages all its cash surpluses and the borrowing requirements of its subsidiaries centrally through the usage of forward contracts. This in turn hedges future repayments back into the original currency. Such type of cash surpluses lead to an increase in the net current assets of GSK Plc, thereby helping the company in maintaining a good and high working capital. Hence, good working capital management is a major element that the company uses in international financial management.

However, similar to all other MNCs, the agency problem is also a foremost challenge for GSK Plc. This challenge not only affects the company’s operations and its decisions but also poses effects on its international financial management. 

As defined by Mitnick (2019), the agency problem arises in a business organisation whenever there are conflicts existent between the objectives of its shareholders and the interests of its management. However, the agency theory however assists GSK Plc in managing and tackling this challenge in an efficient manner. In this organisation, a specific concentration of ownership and control exists in the hands of its shareholders. However, the fiduciary responsibilities, charges and duties remain in the hands of the organisation’s board of directors. This leads to the attainment of a stable balance between the objectives of the shareholders of the company and the interest of its directors and management. Such a balance ensures that the financial decision-making of the organisation is strong and effective. This in turn leads GSK Plc towards the improvement of international financial management.

According to KANAKRIYAH (2020), the dividend distribution policy of a company plays an important role in its international financial management. This is because the dividend distribution policy of a company is an indicator of the prudency in its financial management activities and strategies. The term dividend refers to the amount of compensation or reward that is provided to the shareholders of a company in the form of cash or share and sometimes even scrip. In the context of GSK Plc, the presence of a strong policy dividend distribution policy can be noticed over the past five years in a consistent manner.

The dividends disclosed by the company shows that the company has paid out dividends worth 80 pence in a consistent manner over the years 2017, 2018, 2019, 2020 and 2021 (GSK, 2021). There has not been any change in the dividends of the company even during the financial turmoil caused by the Covid-19 pandemic in the years 2020 and 2021. Such dividend payout reflects that GSK Plc adopts a regular dividend policy. The regular dividend policy is a dividend distribution policy under which a company pays out dividends during every year without fail and same dividends are paid every year despite losses (Endiana and Hartini, 2019). Such a dividend distribution policy is adopted in companies that possess a steady cash flow and has stable earnings. Hence, a strong dividend distribution policy can thus be identified in GSK Plc, thereby indicating that its dividend distribution policy is important to accomplish strong international financial management.

In the context of international financial management, another important concept is the concept of efficient market hypothesis. According to Ehiedu and Obi (2022), efficient market hypothesis (EMH) is an investment theory that states that the prices of a company’s financial instruments turns out being a reflector of all its market information available. Hence, the theory states that the current share prices of a company indicates all the existing information about its share prices, thereby making them valued fairly as they are presently valued. However, as per this theory, there are two different types of strategies that a company can adopt as a part of EMH in its operations.

These two strategies include active management and passive management. In the context of GSK Plc, the active management strategy is adopted for managing efficient markets. The key reason due to which the passive management strategy is adopted for managing efficient markets is the fact that GSK Plc is a huge company and has a huge portfolio. Due to such a huge portfolio present in the company, there is almost a regular purchase and sale transactions made in its context. Hence, in spite of the passive management strategy being less costly, the company’s management and boards adopts the active management strategy.

In international financial management of a company, another important factor is investment decisions. The importance of investment decisions is present in international financial management since investment decisions involve high costs and all investment decisions are affected because of factors such as currency exchange risks. In MNCs, investment decisions are also affected because of frequently changing currency controls and unstable market value. According to Volden (2019), a variety of project appraisal methods are used in business organisations for making their investment decisions. In GSK Plc, scenario planning as well as net present value is used for making the investment decisions of the company.
As stated by Miller et al. (2022), scenario planning is a method used in project appraisal that helps in measuring the sensitivity of the returns of a company’s investment relative to the changes in initial assumptions. In GSK Plc, the usage of this project appraisal method is essential to analyse the opportunities, risks and uncertainties present in the investments of a company. However, the net present value method assists in the calculation of the probable profits that a company can be earning from its projects based on the future cash inflows and outflows from these projects (Peymankar et al., 2021). GSK Plc applies the net present value method to determine the average profits that can be earned in the company from its individual projects by considering its cost of capital. Based on the findings of both these methods, investment decisions are made in the company. Hence, these are the key aspects related to the investment decisions made in GSK Plc.



Conclusion


	Hence, the study helped in concluding that similar to GSK Plc, international financial management is important in a range of organisations, specifically large MNCs. Foreign exchange risks and agency problems could be identified as the two key challenges of GSK Plc in international markets. The company could be identified to follow a regular dividend policy, which is a part of its international financial management strategy. Besides this, the efficient hypothesis theory helped in identifying that the organisation adopts an active management strategy instead of a passive management strategy even though active management is a costly strategy. Besides this, net present value and scenario planning could be recognised as the two major project appraisal techniques, which are adopted in GSK Plc.
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