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[bookmark: _Toc147866149]Introduction
Renowned multinational oil company BP plc, with its headquarters in the UK, has significant operations around the entire world. BP is an important participant in the discovery, fabrication, and transportation of natural gas and oil resources, with operations throughout many different nations (Estronca 2023). Considering BP plc's broad global reach, this paper offers a critical evaluation of the importance of IFM for the company. Evaluating the theory of market efficiency about the business's activities, looking at the methodologies used for project assessment, and reviewing the dividend distribution policy are among the major goals. This investigation will clarify how IFM tactics affect a multinational corporation's budgetary decisions in a constantly changing international marketplace.
[bookmark: _Toc147866150]Significance of IFM to BP Plc
Due to the business's enormous worldwide activities, International Financial Management (IFM) is of utmost significance to BP plc. IFM is crucial for BP for several causes, including:
Currency Risk Mitigation: Since BP performs operations in several nations that use several currencies, it is subject to changes in exchange rates. The corporation may use IFM to put offsetting plans in place to reduce currency risk. For example, due to the volatility of the Brazilian Real, BP encountered significant currency risk while investing in deepwater projects in Brazil (Dupont 2020). To successfully reduce this risk, the corporation used financial tools including currency swaps.
[image: Deepwater Horizon: the worst oil disaster in US history]
Fig-1: Deepwater Horizon
(Source: Dupont 2020)
Global Funding and Capital Allocation: In order to fund its capital-intensive initiatives, BP turns to the world's marketplaces for financing. Competent IFM practices are a need for accessibility to international capital markets. BP raised money about $1 billion from across the world to pay for the Deepwater Horizon cleaning and rehabilitation activities during the investment in the Gulf of Mexico (NOAA 2017).
Risk Diversification: By participating in several foreign marketplaces, BP can spread out its hazards among different geographical areas. The diversified approach assists the business in lowering its exposure to regional economic crises or geopolitical unrest in certain nations.
Legal Compliance: Tax laws, reporting requirements, and banking laws vary between nations. IFM makes certain that BP abides by these rules in every country, preventing legal difficulties and financial fines. For instance, BP has encountered challenging regulatory landscapes in both Russia and the US, demanding a robust IFM architecture (Ioannou et al. 2023).
Scale Economies: Effective IFM enables BP to optimise its finance processes on a worldwide level. This optimisation leads to cost reductions, better liquidity management, and higher profits, all of which benefit the financial well-being of the business.
[bookmark: _Toc147866151]Obstacles in the International Financial Market
As a global company operating in a variety of areas, BP plc faces several difficulties in several international financial markets. Due to its extensive global footprint, BP is subject to considerable currency rate changes. For example, BP's sales in foreign currencies decreased because of the British Pound (GBP) depreciation after the Brexit vote in 2016 (Xiong 2022). BP announced a $6.7 billion loss in 2020, mostly because of exchange rate effects (Meredith 2020). Operational disruptions might result from political unrest in the host nations. An illustration of this is BP's encounter with Venezuela, where shifting political circumstances resulted in the nationalisation of assets, causing the corporation to suffer large losses (Fernandes et al. 2019). Conformity problems arise from different legal structures throughout different nations. Following the Deepwater Horizon oil disaster in 2010, BP was subject to severe regulatory actions and fines in the United States (McGuire et al. 2022). BP's management and staff interactions may be impacted by cultural variations. BP's joint ventures with Rosneft and corporate discussions were impacted by cultural quirks and regulations in Russia (Ozawa 2023). BP must make significant investments in renewable energy and mitigation initiatives because of the strict ecological standards in some markets, like the European Union (Sadiq et al. 2023).  The need for BP's energy goods may be impacted by economic crises in the host nations. For example, the COVID-19 pandemic lowered the world's energy consumption, which had an impact on BP's profitability (Gneiting et al. 2021). Competing in nations subject to global embargoes, such as Iran, which restrict access to the world's capital markets and hamper commerce, presents difficulties for BP.
[bookmark: _Toc147866152]Dividend Distribution Policy
One important component of BP plc's financial strategy is its dividend distribution policy, which is affected by several elements. Investors who are interested in income through dividends appreciate BP's previous adherence to a consistent payout policy. Even during times of market turbulence in the energy sector, the corporation intends to continue paying dividends to shareholders. For instance, despite the COVID-19 pandemic and declining oil prices in 2020, BP lowered but did not completely withdraw its dividend, demonstrating its dedication to stability (Ambrose 2021). Continuous dividend expansion is a goal for BP, even if sustainability is equally important. As its financial situation gets better, the corporation intends to raise dividends. BP's (BP Plc) second-quarter earnings plummeted 70% from a year earlier to $2.6 billion, failing estimates due to declining refinery margins and oil trading revenue, but the energy giant was nevertheless able to increase its dividend by 10% (Bousso and Nasralla 2023). BP keeps its payout ratio at a level that is feasible and permits investing in its business and expansion. This protects the corporation from overcommitting to dividends at the cost of crucial investments. The influence of BP's global activities on its dividend policy is substantial. The business must take the consistency of cash flows from a variety of resources across many nations into account. The ability of the entire corporation to pay dividends, for instance, might be impacted by political or economic unrest in one location. The dividend strategy of BP focuses on finding a balance between the demand for financial stability in different sectors (Tillotson et al. 2023). To ensure regular dividend payments, it considers elements including currency volatility and regulations in the worldwide markets.
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Fig-2: BP Plc’s Quarterly Profit
	(Source: Bousso and Nasralla 2023)	
[image: ]
Fig-3: BP Plc Dividend Information
(Source: BP Plc 2023)
[bookmark: _Toc147866153]Efficient Market Hypotheses 
The Efficient Market Hypothesis (EMH) states that because financial markets effectively consider every possible detail, it is difficult for investors to continually produce higher returns through research or trading (Khairajani 2023). According to EMH, BP Plc's stock prices on open markets must represent all information that is currently accessible on its business activities, financial situation, and outside variables notably oil costs. The financial activities of BP are affected by this since the corporation is required to base its decision-making on price trends that, in theory, fully incorporate every available detail. Financial markets frequently display different levels of effectiveness (Acheampong. With varying degrees of data availability and market effectiveness, BP does business internationally. Prominent stock exchanges notably the London Stock Exchange as well as the New York Stock Exchange are usually believed to be more effective, but certain developing nations could have greater data asymmetries and inconsistencies (Business Mondays 2023). BP's financial choices are influenced by market efficiency (or inefficiency). The corporation may be able to take advantage of mispricing unproductive marketplaces by purchasing discounted assets. In contrast, BP may focus more heavily on internal financial research and risk management in extremely effective markets in order to make wise judgements. As investors took to determine the scope of possible obligations during the Gulf of Mexico oil leak catastrophe in 2010, BP's stock price was very volatile (NOAA 2017). This situation revealed the difficulties of market effectiveness in the face of unusual circumstances.
[bookmark: _Toc147866154]Methods of Appraising Projects
In order to evaluate foreign projects, BP plc uses a variety of techniques, such as NPV, IRR, as well as risk assessment. BP determines the current value of anticipated cash flows from foreign projects after subtracting upfront costs. A project is feasible if the NPV is significant. For instance, BP assesses profitability by discounting future cash flows to their current value when assessing offshore drilling operations in the North Sea (Jha 2023). IRR estimates the project's anticipated rate of return. In order to evaluate project returns to necessary rates of return or cost of capital, BP employs the IRR as a benchmark. Projects with higher IRRs tend to be more appealing. When evaluating expenditures in green power, where returns are based on energy costs and government subsidies, BP may use IRR (Christophers 2022). BP undertakes thorough risk analyses, considering variables including geopolitical unrest, market turbulence, and legislative modifications. The organisation may implement risk mitigation methods due to this procedure's assistance in quantifying possible hazards and unpredictability in project results (Khalilzadeh et al. 2022). These evaluation techniques work well in global environments, assisting BP in prioritising projects with the greatest chance of value generation while taking risk concerns into account. For example, in order to maintain profitability and minimise geopolitical concerns, BP considered NPV and risk evaluations before investing in the Shah Deniz natural gas project in Azerbaijan (Salameh 2019). Depending on the specifics of an international project, several assessment techniques may be used. For long-lasting, steady projects with consistent cash flows, NPV may be given priority by BP, but IRR might be more pertinent for initiatives with shorter time horizons and higher returns. For projects, however, in politically volatile sectors, risk evaluations are essential.
[bookmark: _Toc147866155]Conclusion
The business activities of BP plc, a major global petroleum company, heavily rely on International Financial Management (IFM). Key factors influencing IFM's significance involve handling currency risk, leveraging global capital markets, diversification risks, maintaining legal compliance, and improving financial services. BP has difficulties in the global financial system, such as exchange rate volatility, political concerns, different regulatory standards, and cultural considerations, which call for efficient IFM solutions. Additionally, BP's dividend distribution strategy, which places a focus on profitability, expansion, and conservative payment ratios, is consistent with IFM's ideas. BP's financial decisions are influenced by the Efficient Market Hypothesis, although different worldwide markets have different levels of market effectiveness, which influences the company's risk management as well as capital allocation methods.
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