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[bookmark: _Hlk102492866]1.Critically analyse reasons why BP corporation internationalised

[bookmark: _Hlk102491805]Introduction
BP plc is a British oil and gas corporation that operates in countries such as Germany, Netherlands, Switzerland and other (BP Report, 2020). It is among the largest corporations in the world. The company operates in international market as it provides opportunities for growth and achieving company mission, to help the world reach net zero and improve people’s lives (BP Report, 2020). Based on (Gerschewski, et al., 2019) among critical drivers of internationalisation and performance are product/service quality, competition, and long-term goals. 
Proactive Motives 
The BP plc major motives for internationalisations are from proactive and reactive categories (Albaum, 1994). Proactive motives include increasing profitability and company development. Also, foreign markets provide various opportunities such as expanding the clientele. Domestic market provides little alternative for BP therefore operating on global level will help the firm attract a higher demand that has potential to boost the profit and grows if management appropriately. 
Besides boosting revenue opportunities and growth, internationalisation may provide a better positioning and other benefits such as cost reduction, lower labour price and lower taxes. (Johanson & Mattson, 2016) suggested that internationalisation is about expanding existing network, building relationships that are valuable while establishing in a new market. Operating in a global market BP has possibility to expand the networking which can significantly contribute to company image. Higher profitability and higher reputation create opportunities for further investment. BP.plc have gained necessary competencies to move to the next step of their development strategy which also brought along new perspective, new objectives, and vision for company success on both domestic and international level. As mentioned in (BP Report, 2020) organisation model is built to drive operational excellence and synergies via common processes and economies of scale. 
Another significant driver was the European Law. It permits businesses to operate in a unified legal form across national boundaries in the EU, hence simplifying the company’s corporate governance and merging corporations from different countries (BP Europa SE, 2022).

Reactive Motives 

The common reactive motives for the internationalisation of companies are competitive pressure, overproduction, and declining domestic sales. Czinkota, 2004 believes that excess capacity and saturated domestic markets are also key drivers. 
 BP plc's oil and gas industry competition is mainly driven by proactive motives rather than reactive; nevertheless, the most prominent reactive motives of BP plc. are as follows; first, is the industry transformation, the need to provide sustainable products and continuously increase the value. Second is the need to secure resources to supply the rising domestic demand for energy (Guzman, 2019). The third, is that increased competition determines the need to access highly advantageous hydrocarbon resources or boost core competencies. Finally, because of high pressures to reduce the cost of production, the company must expand the networks and supplies.   Internationalisation allows the organisation access to foreign markets with attractive perspectivity, diversifies their portfolios, strengthens competencies, and develops international collaborations. Despite the multiple benefits it provides, there are also risks involved that should not be ignored.    
Conclusion 
In conclusion, BP plc internationalised because of proactive and reactive motives. Proactive motives derive from the organisation’s long-term goals to build sustainable operation, increase the profits, and get access to foreign markets that creates networks and partnerships. Besides that, the reactive motivators that derive from domestic pressure to secure the supply, the pressure for a lower cost of the products therefore the need to lower the costs of operations. The need to find cheaper resources and deliver quality is among the internationalisation drivers of BP plc. Internationalisation opens door to new opportunities for growth and achieving the company national and global strategy. 



[bookmark: _Hlk102492907]2.Critically analyses how country risks may affect BP’s investments opportunities in host countries

The oil industry is currently one of the most attractive trading areas in the world. Because it is an extremely competitive environment, with many huge brands operating, the investments to improve the quality of products and services are increasing year by year.

British Petroleum (BP) is one of the largest oil and gas companies. With the organization's headquarters in London, the company is famous because in 2021 it was ranked 5th in the world based on their revenue (Statista, 2021).

Given the very strong competition in this industry, investment opportunities are carefully analyzed in advance. Each country has different factors that can be considered as advantages or disadvantages. Therefore, before investing in a new territory, the initial purpose is to clarify the competitive position and objectives for achieving and maintaining the advantage but also the development of long-term services. To this end, different principles could be adopted in areas such as marketing, product development, human resources, or process management (Grace, 2013).

Therefore, before a major investment, any company will have to examine the relationship between country risk and the business it has in order to ensure that the future will generate positive changes in the organization. Therefore, an investor will be permanently attracted to choose a country with a low risk, it will present a stable economy and policy, a favorable business environment for any foreign investment (Meldrum, 2000).

In the case of British Petroleum, a new investment can be affected in each country by two main factors: the country's policy and the economic situation.


A. Political Risk: The attitude of host Government can affect an enterprise like BP by the regulations it imposes, as the limitations and obligations regarding the extraction, the production process but also the sale of their products. These limitations are certainly different from state to state, which is why BP tends to prefer countries with stable political systems that are suitable for any business.
A common mistake is to choose a country for a potential investment just because it has rich gas and oil resources. However, the business cannot always make a profit because the government may apply various taxes or regulations that are not to the liking of investors. Therefore, in order to eliminate the risks, a detailed analysis is needed before any step of an investment, to achieve a lasting relationship.
B. Financial Risk: This chapter covers a wide range of issues that could affect a company in the long run. Certainly, for British Petroleum, the main problem it faces after a new investment is the operating costs that are different in each region. In addition, there is the very volatile price of oil, which can cause significant changes.
Also, the relationship between supply and demand is a real risk for companies like BP. This differs in each country and can be a crucial focus for the future development of a company. Operations require a lot of capital and time and are not at all easy to slow down when demand falls. That is why this economic risk can essentially influence the evolution of a business in each country.
In conclusion, the political and economic factors mentioned above can represent risks that could affect any potential investment. However, geological risk, interest rates and inflation also have potential factors to consider. In this regard, any investor must assess all aspects necessary to fully understand the risks.





3.Critically analyses and evaluates BP Corporation’s sources of finance
British Petroleum (BP) is a company specializing in the production and sale of oil and gas. The organization was founded in 1901, and is currently headquartered in London, being present in over 80 countries around the world. Over the course of over 100 years of activity, the brand has created a series of successes that have generated popularity but also many disputes (Ceil, 2019). However, BP is engaged in a lengthy process involving the storage, processing, transportation, and marketing of petroleum products. Their strategy focuses mainly on the quality of services but also on environmental issues and the transparency of their operations.
According to some studies, it has been estimated that by 2030, energy consumption will increase by more than 40% compared to current values, which determines the British Petroleum management to aim to attract potential investors but also new territories from which to benefit. from oil extraction (BP, 2012). At the same time, it is a challenge to maintain the current investors who have helped the company to reach the top of the largest manufacturers in this industry. However, to achieve these goals and maintain the long-term prosperity of the business, it is essential that the company benefits from as many sources of financing as possible.
Organizations such as British Petroleum can obtain the necessary capital through available funding sources that fall into two categories, namely internal and external depending on their origin.
A. Internal sources of Finance: these include funds already existing within the business. Therefore, all day-to-day operations are included, such as the sale of shares or services. Another source is the sale of commercial assets, being an extremely useful way to profit from the company's activity, thus obtaining financing for other priority operations.
B. External sources of Finance: these come exclusively from outside the company, for example investors or shareholders who have not yet been involved in the business. This type of financing can be crucial for a start-up company that needs a cash infusion to get started. At the same time, a reputable business can more easily benefit from an external investment because the history of the business can give a greater confidence to an investor. External financing sources are divided into two categories depending on the duration, namely: long-term or short-term (Dobrovolsky, 1951).

	British Petroleum - Sources of Finance

	INTERNAL
	EXTERNAL

	
	Short-Term
	Long-Term

	1)   Retained earnings
	1)  Bank overdraft
	1)  Shares

	2)   Sale of stock
	2)  Creditors
	2)  Debentures

	3)   Debt collection
	3) Debt factoring
	3)  Grants

	4)  Sales of existing assets
	4)  Short term bank loan
	4)  Long term bank loan

	5)   Additions to future tax reserves 
	 

	6)   Other net receipts on capital account
	


Table 1: Examples of source of finance (Source: Author)

Obtaining funds plays a crucial role in the expansion and development of British Petroleum. Every business needs capital to be able to improve its processes and to be able to offer quality services over as wide an area as possible. Internal Sources of finance are essential for the business to maintain a sustainable position in the future but also for the company to develop its exploration and production segment. All these funds will be used to pay obligations that are due within a short time interval. On the other hand, external sources of finance aim to invest in technological processes and explore new territories around the world and thus to capture a larger market share. Therefore, given that BP is a multinational company, both internal and external financing sources are of crucial importance in the business development process (Buckle & Thompson, 2004).
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Executive summary 

In this part of the report, the different strategies have been evaluated that are actually used by the BP corporation for managing the entire exposure of it relating to the risks of the foreign exchange. Besides, the major foreign exchange risks that have been faced by the BP corporation are the risks of transactions and the economic risks that contain the issue of regarding lagging of making payments and receipts respectively. 
[bookmark: _Toc100837074]Introduction 
As the BP corporation tends to depend on or follows the path of sustainability for achieving the competitive advantage, thus, the individuals associated with its financial domain of it must be driven towards sustainability for unleashing the innovative business opportunities. Hence, the proprietary insights of the BP corporation must be focused on the entire development of making a distinctive understanding irrespective of energy markets, global economics and stating the customer needs and supports of the competitors for addressing the business strategies (BP, 2021). 
[bookmark: _Toc100837075]Integration of energy and providing the mobility-oriented solutions 
The BP corporation actually uses several strategies for managing the exposure to the risks relating to the foreign exchange. Thus, making partnerships with various countries, cities and industries, tends to leverage the relationships and establishes the new partnerships aiming at providing the integrated energy and mobility-based solutions to assist the cities and the industries (Wang et al., 2022). Hence, the assistance is being provided by the BP corporation in terms of reducing the extreme emissions of carbon at the time of creating exciting business opportunities so far. 
[bookmark: _Toc100837076]Making and receiving the payments 
In addition to this, this BP corporation also uses the major strategies for controlling the massive exposure to the ultimate risks relating to the foreign exchange by making and receiving the payments in their own known currency only. Besides, mitigating the cash-flow risks may also enhance the ways of using the different types of naive currencies by the customers at the time of making payments in order to acquire the advantage of changing the rate of fluctuation of currency. 
[bookmark: _Toc100837077]Diversification of sources 
There are several operational strategies that tend to be achieved by the BP corporation itself by including the diversification strategies by making the thorough production facilities and the markets of the products as well, those have already been sold, with availing the ways of flexibility while sourcing of the raw materials henceforth, as the diversification of the sources of financing is much more required, thus, the risk mitigation strategy relating to the foreign currency must be included in matching the flow of currency, swapping the currency and also making agreements of the sharing of risks and making also back-to-back loans respectively (Kim, Lee & Kang, 2021). 
[bookmark: _Toc100837078]Reduction in the exposure of the transaction 
Alternatively, there are also several or multiple ways of utilizing the strategies that can be helpful enough in managing the risks of exposure of the currency to the foreign exchange risks. Henceforth, as the exposure of the transaction must be reduced with the usage of the money market properly, thus, the derivatives of the foreign exchange need to be prioritized for making and dealing with the forwarded contracts, futures contracts and developing the swapping options (Eun, Resnick & Sabherwal, 2012). 
[bookmark: _Toc100837079]Invoicing of the currency 
Making invoices of the foreign currency is required for ensuring that actual currency by making legal compliances with implementing and addressing the regulations of the country, UK. Additionally, in case the complaint and the prices of the products may accurately get converted into the foreign currency, then the foreign currency can successfully be used with the help of an up-to-date rate of exchange (2018). 
[bookmark: _Toc100837080]Leading and lagging in making receipts and payments 
The lagging in making receipts and payments both can carry out the financial obligation after making the required expectation from it. Thus, accounts relating to the payments and receipts are concerned by the non-trading concerns that also act as a cash account for the above-mentioned concerns in terms of helping those making the accounting relating to income and expenditure. Henceforth, these two kinds of amounts must be furnished for showing the deficits and surplus of the newly growing concerns. 
[bookmark: _Toc100837081]Conclusion
It can be concluded that, several operational techniques are actively associated with invoicing of the currency, where leading and lagging of making receipts and payments must be associated with the netting of the exposures. 








5.Critically analyses and evaluates how BP Corporation manages and controls their working capital. 

          The BP Corporation is a British oil and gas company operating worldwide; it is why managing finances efficiently is among the most critical aspects to create value for shareholders and boost company performance in terms of profitability. The company has both internal and external sources of finance. However, the analysis is centred on the efficient working capital that can generate savings which many organisations can overlook. Watson & Head (2016) stated that "working capital is associated with short-term assets and liabilities." If working capital management is efficient, it suggests that it can pay its short-term debt, pay operating expenses, and profit from a reduction in interest rate. 
          The working capital (NAV) can be calculated by subtracting Current Liabilities from Current Assets to calculate the ratio and determine the creditworthiness (Zahariev, 2019). Investors measure working capital to understand the short-term and long-term prospects and whether shareholders are interested in liquidity to determine the company's ability to pay dividends. Therefore, the stakeholders may have different interests and use the financial analysis to gain specific data they need. The current findings show that the last reported (for 2021) Working Capital of BP Corporation is 11B (Macroaxis Funadmental Analysis, 2022) which shows a positive working capital that suggests that the company has more cash value than its short-term debts. Also, it can be a sign of short-term financial health (Corporate Finacial Institue, 2022). 
          BP uses various methods to manage and control working capital by ensuring efficient use of the resources. For example, many organisations will shorten their working capital cycle by using approaches such as extending payments terms or minimizing inventory cycles, cutting expenses, and other strategies. Based on BP Capital Markets (2020), liquidity and financing are managed under the pooled group-wide arrangement. Also, the liquidity is forecasted at least 12 months from the date of approval of these financial statements. The issue of new bonds and maintaining sufficient cash flow are among the multiple techniques used by the organisation to control working capital. In addition to that, one of BP's goals is to "reimage energy for people and the planet" (BP Annual Report and Form , 2019) which means it is a crucial priority to work towards reducing carbon in operation and production, therefore, helping in net value assets optimisation. 
        The organisation works towards reducing net debt, growing its distributions to shareholders, delivering cash to strengthen finances, and executing the strategic transformation to deliver performance (BP Corporation, 2021). Despite successfully managing and controlling working capital, various risks are involved, such as industry norms that could affect the results over the years. Besides strategies that are already applied, it is recommended to maintain an excellent working capital as inadequate or excessive working capital impacts organisational performance. 
       In conclusion, BP Corporation uses cash pooling arrangements, forecasting liquidity, minimizing inventory cycles, maintaining sufficient cash flow, and other methods to control and monitor the net value assets. These approaches prove effective as they show a positive working capital, suggesting short-term financial health, which opens the door to opportunities to increase profits further.
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