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Abstract

In the Introduction, the research objectives are developed as per the research topic such as
“The financial risk management and the strategies in the multinational corporation
undertaking the case study of British Airways.” There are also provided problem statement
and rationale which help to understand the main reason for selecting the topic and lastly
provide a theoretical framework which emphasises different theories for better understanding
the topic. The literature review of the research emphasises the research objectives that help
to understand every aspect and also provide accurate information related to the topic. In this
chapter, there are also literature gaps that provide information regarding the issues the
researcher faces. In the methodology part, the researcher utilised secondary research
methodology that helped to collect data from several sources and also helped to understand
the overall research procedure lastly provided limitations which emphasise issues that impact
future research. In the findings and discussion session, the researcher utilised several
statistics data that help to understand every aspect of the research topic. This chapter also

discusses the connection between research objectives as well as research topics.

Effective risk management involves adopting adverse actions to mitigate the impact of
volatile external elements on the operational chain. This helps the business detect, appraise,
and proactively reduce financial risk. Furthermore, it improves long-term financial
performance by strengthening the resistance to market instability. Examining British
Airways' approach to financial risk management, the study also advances knowledge of
industry best practices and lessons discovered in MNC financial risk management. Airways
operates in the global marketplace, which is distinguished by a varied economy and a
regulatory environment that takes market conditions into account. BA is exposed to a range
of financial risks associated with its global operations, such as foreign exchange, geopolitical
risk, and regulatory compliance. The study also searches for best practices and lessons
learned from other global corporations that operate in similar industries and environments. It
also highlighted how changes in oil prices impact operating costs and profitability, keeping in
mind the fuel price for utilities, which highlighted the significant financial risk for airlines

such as British Airways.
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Chapter 1: Introduction
1.1: Background

The current globalised economy and multinational corporations face various financial risks arising
from currency fluctuations as well as interest rates, changes and geopolitical instability. It is also
affected by the different variables of the effectiveness of financial risk management that is
imperative for corporations in safeguarding profitability and ensuring financial stability as well as
maintaining the competitive edge (Mazur et al. 2021). The research focuses on exploring the financial
risk management strategy of British Airways which is a multinational organisation operating within
the aviation sector. British Airways, which is commonly referred to as BA, is the flag carrier for the
United Kingdom, which is headquartered in London. The company was established way back in 1974

and has grown into the largest airline.

As per Voss (2021), the multinational corporation British Airways is also facing numerous financial
risks due to its global operation, including exposure to foreign exchange and fluctuations. The
volatility of fuel prices is an interest rate risk as well as geopolitical. Uncertainties are also one of the
major variables that are affecting the company. However, according to Shen, (2022), British Airways
is also to be included in the identification and assessment as well as mitigation of the different types
of risk that are affecting the financial performance of the company units Furthermore more for
corporations such as British Airways, of risk management is important for committing the impact of
the volatile external factors upon the operation operations and the financial position. The company
would also have to undertake the fluctuation in the exchange rate significantly impacting the

multinational corporation's revenue and expenses with the cash flow.

Further, the company is also globalised within the operation with the exposure to the foreign
exchange risk arising from the fluctuations in the currencies of the British pound and the US dollar
as well as the Euro. As opined by Jackson and Tozer (2020), British Airways, like any other
corporation, is exposed to the risk arising from the dynamics in the market segment. The company
would also have to undertake political instability with the variables of regulatory changes and trade
disputes with the geopolitical tension in the different regions. Furthermore, the significant risk within
multinational corporations such as British Airways affects the operational chain with the revenues as
well as profitability due the similar factors. According to Chaidir et al. (2023), currency hedging can
be one of the profitable ways that can be used by the British Airway for undertaking financial risks

such as the forward contract option and the swapping for managing the exposure to foreign exchange



risk. Hedging against the adverse currency moment, the company would aim and stabilise the cash
flow and protect its profitability. As per Nguyen (2024), British Airways can also undertake the
volatility within oil prices by fuel hedging strategies that would help reduce the exposure to the fuel
price risk. The company can penetrate within the derivative contract, such as the future and the
options for locking in the fuel prices at the predetermined levels, thereby reducing the uncertainty
and managing the fuel cost on an effective scale. It can also undertake diversification of the revenue
stream and operational activity across multiple geographic regions and market segmentation for
reducing the overall risk exposure. By diversifying the operation, the country can offset the impact of
the adverse event within a specific region or market with positive performance in others (Syadali et
al. 2023). Risk assessment, as well as monitoring, can also be implied by the company for regularly

assessing and monitoring the exposure to the various financial risks.

As opined by Suarni and Amelia (2023), Airways can make use of sophisticated risk management,
tools and techniques in closely monitoring the market development and the risk indicator closely
monitoring the market development and the risk indicator. It can also proactively identify emerging
risks and take timely action to mitigate them. Henceforth, it can be said that effective financial risk
management is essential for multinational corporations, such as British Airways, to navigate the
complexities of the global business environment on a successful scale (Shen, 2022). Implementation
of a robust risk management strategy, inclusive of currency and fuel, hedging as well as
diversification. British Airways can reduce the impact of financial risk on the operation and the
financial performance.

1.2: Research Problem

In the global economy, the multinational corporation is facing the area of initial ramming from the
different currencies, fluctuation and interest rate volatility as well as political uncertainty with the
market dynamics. The effectiveness of financial risk management is vital for MNCs in safeguarding
financial stability, protecting profitability as well as sustaining competitive advantage (Chaidir ef al.
2023). The research is also ending by diving in the financial risk management strategy that is
employed by British Airways, which is a prominent multinational corporation within the aviation
sector. The main problem that is being addressed is the complexity of global operations with foreign
exchange risk management. British Airways is in a complex, but dynamic global environment with
the presence of multiple countries and exposure to diversified currencies. It also has to undertake the
regulatory framework with the market conditions and the complexity that is amplifying the financial

risk faced by the organisation.
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On the additional scale, it is also elected with the different implementations that can be tailored to the
financial strategy for reducing the impact of the global uncertainty within financial performance
(Salamah, 2023). Multinational Corporation British Airways is acceptable to the foreign exchange
risk that is arising from the fluctuation within the exchange race affecting the revenues. Furthermore,
the research is also seeking to identify the best practices and the lessons learned from other
multinational corporations in similar industries and contexts. Considering the fuel price for a utility
that highlighted the significant financial risk for the airlines such as British Airways, it highlighted
the changes within oil prices impacting upon the operating cost and the profitability. The research is
also investigating British Airways' strategy in managing the fuel price risk inclusive of fuel, hugging

technique, and the future contract as well as options.

Further, it can be mentioned that analysing the effectiveness of future practises and the implications
for the financial performance is also assessed in this study. The research also aims to provide insight
into the mitigation of fuel price volatility for the airlines. British Airways is also facing regulatory
risk as well as geopolitical uncertainties within the different regions where it is operating. This
assessment highlighted relationships with the government authorities and the industry stakeholders,
examining the risk mitigation strategy of the company and responses to the geopolitical event. The
research also highlights the importance of geopolitical risk punishment for the MNC and the
implications of the same upon the financial performance

1.3: Research Rationale

Financial risk management is important for operating within the current interconnected global
economy. Multinational corporations such as British Airways are facing different risks, inclusive of
currency fluctuation uncertainties in the market significantly impacting upon the financial
performance as well as company stability (Hu ez al. 2020). It also highlights the focus on exploring
the financial risk management strategy employed by British Airways, which is one of the leading
multinational organisations within the aviation sector. The study highlights the significance of
financial risk management.

1.4 Aims & Objectives
Aim

The main aim of the study is to analyse the financial risk management and the strategies in the

multinational corporation undertaking the case study of British Airways.
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Objectives
e To identify the different discrepancies in the financial performance of British Airways
e To formulate the weaknesses of British Airways on a financial and operational scale

® To recommend strategies helpful for British Airways in undertaking financial risk
management.

1.5: Research Questions
e What are the different discrepancies within the financial performance of British Airways?
e What are the weaknesses of British Airways on the financial and operational scale?

e What are the recommended strategies helpful propositions under the financial risk
management?

1.6: Theoretical Framework

Risk Assessment

Risk Appetite ¢ Control

Objective and e Culture
strategy setting ¢ Oversight
Streamlined

Business Processes

Leveraging

information

technology

Reporting

Monitoring

Figure 1: Theoretical Framework

(Source: Self Developed)
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1.7: Structure of Dissertation

(+1 Question

+) Introduction

+ Literature Review

Z Dissertation
B —) MethOdOlOSV

~+)| Findings/Discussion

-+ Conclusions/Limitations

Figure 2: Structure of Dissertation

(Source: Self Developed)
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Chapter 2: Literature Review

2.1 Overview

This chapter highlights the literature that has been collected for the investigation process and helps in
understanding the existing body of knowledge within the specific field. It also identifies the product
contest of the literature that has been collected with the inconsistencies and the areas where further
development is needed. It also helps in defining research questions and objectives in a clearer state.
The thorough literature review of the investigation avoids the duplication of previous studies
(Akomea-Frimpong ef al. 2024). It also highlights the understanding that has already been done with
the investigation, ensuring that the work is contributing something new to the relevant field. The
literature review provides insight into the methodology and the technique that is used within the
previous research and the successful elimination of any biases or discrimination. The study
highlights the literature on roles in financial risk management within the MNC, British Airways and
the different discrepancies within the financial performance of British Airways. It also highlights the
weaknesses of British Airways on the financial and operational scale with the strategies that might be
helpful for the upcoming market dynamics.

2.2 Role of Financial Risk Management in the MNC, British Airways

Financial management within a multinational corporation (MNC) is associated due to the different
inherent complexities as well as operation operations across the various countries with the different
risks that are to be included. Additionally, the currencies regulations and the economic conditions are
one of the major variables in financial management, ethos of fluctuation and the interest rate change
with political instability as well as economic downturn. The effective management of the risk is vital
for ensuring stability as well as profitability of the long-term sustainability for key enterprises (Hu et
al. 2020). The currency management of MNCs is engaged within the foreign exchange to help in
mediating the impact of the currency fluctuation upon the cash flow and the profit statement. This is
also inclusive of involving the financial derivative, such as the forward of the future options with the
courtesy source for locking in the exchange rates for the future transaction. To do so, the protection
against the adverse moments in the exchange rate is also eroding the savings. Diversification of
operation is also highlighted by spreading the operation across multiple countries in the regions that
can help the MNC in reducing the exposure to country-specific risk. This also highlights the
minimising of the local downs in the economic frame and the political instability that may be

associated.
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Given their wide worldwide reach and exposure to a variety of foreign exchange risks, multinational
corporations (MNCs) like British Airways place a high priority on financial risk management. British
Airways is a multinational airline that operates in several nations. As such, it is subject to
considerable fiscal hazards that could affect both its profitability and fundamental economic health
(Xiaoli and Nong, 2021). As opined by Enriquez-Diaz et al. (2021) techniques for managing financial
risks adequately serve as essential for reducing these risks and guaranteeing the long-term viability
of the corporation. Foreign exchange exposure represents one of the main financial dangers that

British Airways faces.

The airline is prone to currency rate swings, operations in multiple countries, and handles payments
in various currencies. Effective compliance is also reflected within the management strategy
requiring a stronger governance structure of the internal control as well as compliance with the
different requirements in the multiple jurisdictions. It was also highlighted for evaluating the external
auditors in overseeing the valuation of risk management practice with an MNC and the impact of the
regulatory reforms (Finkler et al. 2022). Integration of technology as well as analytics is also offering
opportunities for enhancing the efficiency accuracy as well as timelines of the financial risk
management process. Sustainability as well as residence in the area or increasing interconnectedness
and systematic risk is highlighted by the growing recognition and importance of the integration of

sustainable practices.

Main and recognized contribution

v

Advantages for society: increase in quality of

life (fight against unemployment, realisation

CSR of human potential)

Advantages for business: financial risk

management

?

additional and unrecognized (unproved) contribution

Figure 3: Monitoring the Modern Experience of Financial Risk

(Source: Murugan, 2023)
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As per the findings of Murugan (2023), the contemporary globalised economy and multinational
enterprises encounter a range of financial hazards stemming from variations in interest rates,
currency fluctuations, and geopolitical unrest. It is also impacted by the various factors that
determine how effective financial risk management is, which is crucial for businesses to preserve
their competitive advantage, provide financial stability, and protect profitability. In addition to this,
the flag carrier of the United Kingdom is British Airways, or BA as it is more often known. Its
headquarters are located in London (Berry et al. 2023). Since its founding in 1974, the business has
expanded to become the biggest airline. The income, expenses, and competitiveness of the airline

can all be impacted by fluctuating exchange rates.

British Airways uses hedging techniques to guard against unfavourable changes in exchange rates to
control this risk. Through the utilisation of monetary instruments like options and forward contracts,
the corporation can lessen the effect that currency fluctuations have on its profit margins. As
highlighted by Achim et al. (2022) concerning its worldwide operations, British Airways is exposed
to transactions. This particular type of risk results from how changes in exchange rates affect the
business's cash flows from transactions involving foreign currencies. Developments in exchange
rates, for instance, may have an impact on British Airways' income when tickets sold in foreign
currencies are converted into the corporation's accounting currency. As stated by ATMADIJA et al.
(2021) the airline can implement hedging strategies to control transactional risk and lessen the effect
of fluctuating currencies on its cash flows. The effect that currency exchange rate swings have on the

future revenue and investment worth of a corporation is known as economic vulnerability.
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Sources of financial Risk |«

Supervision and Inspection

A

Financial risk Assessment

Financial risk Response

Figure 4: Financial risk management
(Source: Finkler et al. 2022)

In addition to this, it can be mentioned that because of its international activities and investments
across multiple nations, British Airways is susceptible to monetary risk. The pricing effectiveness of
the airline, how much demand for its services, and its overall earnings are all susceptible to impact
by fluctuations in foreign exchange rates (Mihajlovi¢ et al. 2020). British Airways might take
deliberate steps, which include spreading its income streams across several areas or modifying its
pricing procedures in response to changes in the currency, to mitigate its economic vulnerabilities.
As highlighted by Chornovolet al. (2020) exchange rate variations that impact the transformation of
overseas companies' accounts payable into British Airways' reporting currency give an increase in
translation vulnerability. On the other hand, as opined by Finkler et al. (2022) adjustments in
exchange rates may have an effect on the airline's earnings estimates along with aggregated accounts
of operations since it is a multinational corporation with subsidiaries and assets overseas. Therefore,
it can be mentioned that British Airways can utilise accounting strategies that involve balance sheet
hedging or natural hedging—that is, matching assets and liabilities represented in the same

currency—to mitigate translation risk.

17



2.3 Different discrepancies in the financial performance of British Airways

With time, British Airways business performance has shown notable oscillations. The difference
between profitable and losing times in British Airways' history amounts to one of the most
noteworthy monetary disparities (Bustani et al. 2022). For instance, the airline declared a $37 million
profit in 1980, but only one year later, in 1981, it sustained an impressive $254 million loss. This
unforeseen shift brings to light the airline industry's instability and vulnerabilities. Variations in the
number of passengers and earnings have additionally led to differences in revenue for British
Airways (Kembauw et al. 2020). The number of passengers travelling with the airline can be greatly
affected by factors including fierce competition, modifications to travel patterns and economic

circumstances. This can have a substantial effect on the airline's sources of revenue.

According to Hamawandy et al. (2021), British Airways, a worldwide organisation, is also exposed
to several financial risks as a result of its global operations, including swings in foreign exchange. In
addition to interest rate risk, gasoline price volatility also has geopolitical implications. Another
important factor that has an impact on the firm is uncertainty. However, according to YILMAZ
(2022), British Airways should also be taken into account when identifying, evaluating, and
mitigating the many risks that are influencing the company units' financial performance. Additionally,
risk management is crucial for reducing the impact of variable external events upon operations and

financial conditions, especially for firms like British Airways.

Leadership
Effective financial risk
Training Programs management
- Liquidity Risk
Use of Technol
s¢ 0f Techmology - Credit Risk
Entrepreneurship Orientation - Business Operations Risk

Accounting Information

Figure 5: Determinants of effective risk management
(Source: Hamawandyet al. 2021)

Service interruptions or strikes are examples of operational difficulties that can have a big effect on

an airline's bottom line. For instance, British Airways lost $108 million overall that fiscal year as a

18



result of the air traffic controllers' walkout at London's Heathrow Airport in 1981 (Petrescu, 2020). In
addition to this, it can be mentioned that adjustments in British Airways' economic results have also
been attributed to tactical decisions taken by the airline's administration. The financial standing of
the airline can be affected through a variety of initiatives, including staff changes, fleet additions or
reductions, pricing tactics, and route expansions or contractions (Kharlanov et al. 2022). In the
aviation sector, outside factors such as market circumstances and competitiveness can lead to
financial disparities for airlines. A company's bottom line is affected by a variety of factors,
including modifications to regulations, changes in customer habits, technological improvements, and

the cost of fuel.

The commercial success of an airline can also be impacted by government backing or lack thereof. In
the circumstance of British Airways, government ownership first offered stability but also presented
difficulties when moving toward privatisation because of budgetary and regulatory restrictions
(Chang et al. 2020). As highlighted by Ferineet al. (2023) long-term sustainability and a
comprehensive strategy are needed to solve persistent financial disparities. To improve overall
financial health, this might entail cost-cutting initiatives, optimised routes, fleet upgrades, personnel
reorganisation, improvements to the consumer experience, and collaborative efforts.

2.4 Weaknesses of British Airways on a financial and operational scale

With time, British Airways has experienced several financial setbacks that have affected its
operations. The amount of debt the business has is one major problem. The airline has had challenges
with finances due to a significant debt load, which has impacted its profitability and restricted its
ability to devote funds to expansion prospects. As opined by Hochrainer-Stigler et al. (2021)
excessive interest payments brought on by high debt levels might lower a company's performance
and monetary freedom. As highlighted by Woods (2022) an additional financial fragility of British
Airways 1s its susceptibility to variations in fuel prices. In addition, because of similar considerations,
the operational chain with sales and profitability is impacted by the enormous risk that international
firms like British Airways face. Therefore, it can be mentioned that being a large airline, British

Airways is extremely vulnerable to fluctuations in fuel prices.

The company's expenses for operations climb in response to rising gasoline prices, straining its profit
margins. In light of its susceptibility to fluctuations in fuel prices, British Airways may find it
difficult to continue achieving steady financial results (Nguyen, 2024). In addition, British Airways

has had to contend with fierce rivalry within the airline sector. British Airways' pricing strategy and
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market share are under strain due to the emergence of low-cost carriers and other competitors. Strong
rivalry may result in reduced costs and less earnings for the airline, which would be detrimental to its
general economic condition. As opined by Onsongo et al. (2020) British Airways has faced
operational problems that have impacted its effectiveness and ratings with consumers in addition to
its financial situation. The frequency of employee strikes at the airline is one practical issue.
Therefore, it can be stated that a flight schedule may be affected by labour strikes, which may result

in cancellations or postponements that annoy customers and harm the airline's brand.

BA has cancelled over 1,200 flights so far this year

Cancelled flights from UK airports, Jan to Apr 2022

Il British Airways Other airlines
600
500
400
300
200
I I -
= | - [ S s . N 0
Jan 9 2022 Feb 6 2022 Mar 6 2022 Apr 3 2022
Source: Cirium
OFT

Figure 6: Travel disruption puts British Airways at risk
(Source: Woods, 2022)

British Airways' aged fleet of planes is another operational problem. The airline has come under fire
for using older aircraft, which may use less fuel and be more susceptible to maintenance problems.
As opined by Al-Hashimyet al. (2022) an ageing fleet can affect consumer trust and efficiency of
operation by increasing operating costs, decreasing dependability, and sometimes compromising
safety requirements. In addition, Woods (2022), opines that British Airways has had system
malfunctions and IT outages that have severely disrupted business operations. Therefore, it has been

analysed that an airline has had several high-profile instances in the past few years wherein
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technological issues resulted in aircraft cancellations as well as airport mayhem. In addition to
causing large monetary losses, frequent IT malfunctions harm British Airways' standing as a

dependable and customer-focused airline.

Centralised treasury management also allows the MNC to streamline cash management and optimise
liquidity. Leveraging economies of scale and better monitoring, as well as control of the exposure to
the various risks, are also associated with the same. The scenario analysis as well as stress testing is
to be conducted by MNC to assess the potential impact of the adverse event upon the financial
performance and the solvency by stimulating the various scenarios such as the currency crisis and the
geopolitical conflict or the economic downturn (Ito, 2022). Compliance with the regulatory
requirement is essential for the MNC to avoid legal or financial penalties. This is inclusive of
adopting the accounting standard tax regulation as well as foreign exchange control. The study also
highlighted the continuous monitoring and staying ahead of emerging risks by informing the risk
management strategies in prompt addressing the resolving of threats (Zakaria, 2023). Compliance
with the regulatory requirement is also inclusive of the different insurance and the risk transferred by
certain insurance companies through the purchase of the insurance policies such as property and
casualty insurance with the business interruption as well as political risk. This also helps in
protecting against the losses arising from the event, such as natural disasters or the accidents of the
expropriation by foreign governments (Andrushchenko et a/.2020). Continuous adaptation as
monitoring is required of the market conditions for the job, practical development and the
macroeconomic print. It is essential for the MNC insta ahead of the curve. It also highlights the
adjusting of the employees by evolving the threats and capitalising opportunities in the dynamic
global market.

2.5 Strategies helpful for British Airways in undertaking financial risk management

Being a major international airline, British Airways (BA) is subject to several financial risks that
could have a big effect on its business and profitability. To reduce these risks and guarantee long-
term prosperity, BA must practise effective control of financial risks. As opined by Chaidir et al.
(2023) diversification is one of the best tactics for controlling financial risk. Further, it can be stated
that BA can lessen its exposure to any one risk factor by distributing its revenue streams over several
products, markets, and client segments. For example, if BA has a diversified portfolio of routes and
services, its impact on its overall earnings would be negligible if consumer demand for flights to a

single destination declines owing to financial or political uncertainty.
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An additional important strategy for controlling financial risks is hedging, especially when it comes
to risks associated with fuel costs and currency fluctuations. As highlighted by PLC, (2020) BA can
secure investments in future fuel and currency prices by using a variety of hedging tools, including
forward contracts, alternatives, and swaps. By using this procedure, Giingdér Goksu (2023) opinions
that BA is better able to guard against unforeseen spikes in fuel prices or currency depreciation that
can have a detrimental effect on its bottom line. British Airways, like any other firm, needs to take
care of its cash flow well. BA can satisfy its short-term obligations and engage in long-term growth
prospects by carefully controlling its cash inflows and outflows and by preserving adequate liquidity.
Furthermore, BA might benefit from early-payment reductions from suppliers or discounts on
inventory purchases when it has a solid working capital position (Salamah, 2023). Additionally, the
company would have to deal with exchange rate fluctuations, which have a big influence on the cash

flow of the global corporation and its revenue and expenses.

Further, it can be mentioned that the business's operations are globalised, exposing it to foreign
exchange risk brought on by changes in the value of the US dollar, the British pound, and the euro.
According to Zaytsev et al. (2021), British Airways is susceptible to the risk associated with the
characteristics of the market segment, just like any other firm. Along with the elements of trade
conflicts and geopolitical tension in other locations, the corporation would also have to deal with
political instability. A sound financial risk management strategy must include regular risk
identification and analysis as inferred from the article by Zada et al. (2021). In addition to this, early
risk identification allows BA to assess possible hazards' impact and likelihood on the company and
create backup plans to help reduce them before they become real. This proactive strategy not only
lowers the probability of unfavourable results but also shows stakeholders that sensible fiscal

oversight is being practised.

Currency hedging, according to Voss (2021), may represent one of the beneficial strategies that
British Airways can utilise to undertake financial risks such as forward contracts, contract options,
and swaps to manage its exposure to foreign exchange risk. protecting oneself against a bad money
moment. The company's goals would be to safeguard competitiveness and stabilise cash flow.
According to Cozmuta (2024), British Airways can also manage the fluctuations in oil prices by
implementing fuel hedging techniques that would lessen its dependence on the risk associated with
fuel prices. An additional crucial component of British Airways' financial risk management is

insurance coverage. An airline can be shielded against a variety of losses by having the right
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insurance plans, including injury to property, liability lawsuits, business disruption, and cargo

damage.

By guaranteeing sufficient insurance coverage for every possible risk, BA can reduce its
vulnerability to unanticipated losses that can hurt its financial results. When risk management
becomes more difficult, such as in times of financial instability or crisis, successful interaction with
stakeholders is essential. In addition to exhibiting strong leadership qualities within the company,
open communication regarding the character of hazards presented to British Airways and the actions
being taken to minimise them helps foster trust with shareholders, clients, staff, and other
stakeholders (Pujiharto et al. 2023). Finally, to help British Airways navigate through uncertain
economic conditions and ensure sustainable growth for the company, the airline can use a variety of
strategies to manage financial risks. These include "diversification, hedges, cash flow management,

risk assessment and analysis, coverage from insurance, and dialogue with stakeholders.

To reduce uncertainty and effectively manage fuel costs, the corporation might enter into derivative
contracts about prospective and option pricing locking in fuel prices at established levels (Glingor
Goksu, 2023). It can also partition the market to lower overall risk exposure and diversify the income
stream and operational operations over several geographical areas. broadening the scope of the
business. The nation might use the success in other markets to counterbalance the negative effects of
an unfavourable incident that occurs in one particular market or region (Cozmuta, 2024). The
corporation may also imply that risk evaluation and oversight are necessary for routinely evaluating
and tracking the exposure to different financial risks. Airways can employ advanced risk
management strategies, instruments, and methods to closely monitor market trends and risk
indicators, according to Kuljanin et al. (2021), keeping a close eye on the risk indicator and the
market's progress. Additionally, it is capable of anticipating risks and acting quickly to mitigate them.
Therefore, it can be concluded that comprehensive financial risk management is necessary for
multinational companies like British Airways to successfully traverse the intricacies of the global
business environment (Hamawandyer al. 2021). application of a comprehensive risk management
plan that includes diversification, hedging, and provisions for fuel and currency. British Airways can
mitigate the effects of financial risk on its operations and financial results. British Airways operates
in a dynamic and multifaceted global context, involving various countries and varying currencies. In
addition, the regulatory structure must be implemented in light of the complicated market conditions
that are increasing the financial risk that the organisation is exposed to. In addition, it is chosen with

a variable deployment that can be adjusted to the financial plan to lessen the influence of worldwide
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uncertainty on financial results. The foreign exchange risk coming from fluctuations in the exchange
rate that impact revenues is acceptable to the multinational firm British Airways (Salamah, 2023).
Additionally, the research looks for best practices and lessons discovered from other multinational
companies operating in a comparable sector and environment. Taking into account the fuel price for
utilities, which brought attention to the substantial financial risk for airlines like British Airways, it
also brought attention to how fluctuations in oil prices affect operational costs and profitability.

2.6 Gaps in Literature

The literature review serves as the backbone of the academic work providing a comprehensive
review of the existing research that is relevant to the study. It also highlights the landscape,
identifying and addressing the gaps which are paramount for advancing knowledge and contributing
meaningfulness to the field (Mintah and Gulko, 2023). The notable gap is found in the literature
revolving around the method's logical approach. Numerous studies are exploring the particular topic
that employs disparate methodologies leading to inconsistencies or limitations within the generality
of the findings. Addressing the gap involves advocating a unified approach and highlighting the need
for additional research that employs alternative methods for corroborating the existing findings
(Kugel, 2023). The common gap lying within the theoretical framework within the investigation
process is diving, deep within theoretical underpinning that lacks the robust theoretical foundation.

Further, it also addresses the fragment inside and the oversight in understanding the same.

Bridging the gap also highlights the involvement of synthesising the diversified theoretical
perspective and proposing a novel framework that better encapsulates complexities for the
phenomena under investigation. Furthermore, the literature cap is also highlighting the
underrepresented context of the irrelevant review article. Highlighting the gap which is necessary for
the concerned effort to diversify the research sample and extend the investigation within the
unexplored context. On an additional scale, technological advancement and societal challenges are
also outpacing academic injury, leaving a gap within emerging areas of the study. Rapid
development within fields such as artificial intelligence with biotechnology and global governance
are also outstripping scholarly scrutiny. Technological advancement with societal challenges is also
outpacing academic injury, leaving a gap within the emerging areas of study. The gaps are also
highlighted in the literature review chapter for synthesising the existing research but also critically

evaluating the limitations.
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2.7 Summary

This chapter aids in understanding the body of knowledge currently in existence within the particular
field by highlighting the literature that has been gathered for the investigation process. It also
indicates the areas that require more research and improvement as well as the product contest of the
gathered material with the contradictions. It also aids in the clearer definition of study objectives and
queries. By conducting a thorough literature analysis, the investigation can avoid repeating earlier
findings. To guarantee that the work is adding anything new to the pertinent sector, it also
emphasises the understanding that has already been achieved with the inquiry. The literature study
sheds light on the approach and strategy employed in earlier studies, as well as how any biases or
discrimination were successfully eliminated. The study draws attention to the literature on British
Airways financial performance disparities as well as the roles played by the MNC in financial risk
management. Along with highlighting British Airways' operational and financial shortcomings, it

also offers some strategies that could be useful for the future dynamics of the market.

2.8 Conceptual framework
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Figure 7: Conceptual framework
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(Source: Self Developed)
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Chapter 3: Methodology

3.1 Overview

The research methodology helps to understand the proper data-gathering procedure in a particular
manner. This chapter of the research emphasises the data collection procedure of the relevant topic
such as ‘Financial risk management strategies in British Airways’ case study, with the help of
secondary research methodology. This chapter explores the research philosophy, approach, design,
data collection, and data analysis procedure. This chapter also explores ethical considerations as well
as limitations that help in future research. This research also utilised research onion that helped

researchers to complete the overall research procedure without any complexity.

Dy

HOSLIVISTT) Research
hil h

Deductive

Experiment
Research

Survey approaches
Cross
Sectional
i Case
Sampling study

Secondary data Research
Observation strategies
Interviews

Questionnaires Grounded

Theory
Longitidunal
Time
Ethnography horizons

Action
rasearch

T 3
aductive Data collection
thod:

S preLVI ST

Figure 8: Research onion

(Source: Abdelhakim, 2021)

3.2 Research Philosophy

Research philosophy is one of the key elements that help the researcher by providing proper data-
gathering principles that ease the process. There are various research philosophies but for this
secondary research, the interpretivism research philosophy was utilised to collect the information
from various sources. This interpretivism research philosophy helps the researcher to provide the
research with an effective way and method to collect the information that increases the accuracy rate
in their research (Alharahsheh er al., 2020). The interpretivism research philosophy emphasises a

wider range of data where it is easier to identify the appropriate information. On the other side,
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positivism and pragmatism research philosophy emphasise the individual's personal experience that
is utilised in primary research (Junjie et al., 2022). Since this research follows secondary, that is why

interpretivism research philosophy is the correct choice for this research.

3.3 Research approach

The research approach provides the researcher an overall data collection plan to complete the
research. There are various types of research approaches, but for this secondary research deductive
research approach is utilised. The deductive research approach helps the researcher to understand
every aspect of the research topic. This approach focuses on the research objective as well as the
relevant theories which enhances the accuracy rate of the information for this research (Casula et al.,
2021). There is another research approach such as the inductive research approach which is mainly
utilised in primary research methodology. This induction approach helps the researcher to analyse
the respondent and based on that data will be identified (Grinchenko et al., 2020). Since this study
follows a secondary research methodology, a deductive research approach is appropriate for this

research.

3.4 Research Design

Research design is another significant phase that helps the researcher to develop an effective method
that helps to identify the right information from sources. In this particular secondary research,
explanatory research designs are utilised to complete the research. The explanatory research
approach is focused on the initial observations, research objectives, and their analysis (Young et al.,
2020). Explanatory research design mainly emphasises several theories linked with the relevant topic.
This design helps the researcher to understand every aspect of this topic and their importance in the
research. Another research approach such as the experimental research approach is mainly utilised in
the primary research methodology because it emphasises the individual personal experiences
(Proudfoot et al., 2023). Since the study does not conduct any survey or interview, the explanatory

research approach is quite appropriate for this secondary research.

3.5 Data Collection

The data collection procedure is one of the significant stages that help the researcher complete the
overall research procedure. In this study, the research utilised secondary research methodology for

collecting information from various articles, journals, and online sources. The main reason for
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selecting a secondary research methodology is to collect a wider range of data that help to improve
the overall research procedure and enhance the chance of truthfulness. This secondary research
methodology helps the researcher to find satisfactory information that helps to improve the research
quality (Young et al., 2020). The research utilised some online platforms including MDPI, PubMed,
Google Scholar, and others. To collect the appropriate information, the research utilised various
keywords such as ‘British Airlines’, ‘risk management’, ‘yearly revenue’, and others. The researcher
only utilised the information which was published after 2019. The secondary research helps the
research to provide a wider range of information that increases the chance of accurate information.
This research methodology also emphasises statistical information that helps to maintain
transparency as well as effectiveness. The primary research mainly emphasises the individual
personal experiences that are limited sources. Since this research utilised secondary research

methodology, there was wider information that helped to understand every aspect of

3.6 Data Analysis

Since this research methodology utilised secondary research techniques it helped to easier to collect
the information from various sources. For analysing the data, the researcher utilised thematic
analysis that helped to understand the connection of every aspect with the objectives. With the help
of thematic analysis, the researcher can highlight the past record which helps to understand the initial
observations and also helps to do the research findings with various statistical data of this research
(Braun et al., 2023). This thematic analysis also helps the research to maintain openness as well as
flexibility which helps to improve the overall research procedure. In the thematic analysis, the

research compares every piece of information that helps to identify the right pieces of information.

3.7 Ethical Consideration

There are various ethical considerations that the researcher follows during this research. In the
research, the researcher only selects the information that is relevant and connects with the research
objectives. To maintain data privacy, utilised the Data Protection Law 2018 which helped to make
this research more effective (Dave et al., 2023). The research also gives credit to every source which
helps transparency and effectiveness. The researcher also emphasises the data quality as well as data

quantity to enhance the accuracy rate.
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3.8 Limitation

Various limitations impact the research's effectiveness. In secondary research, there is a smaller
range of information which creates difficulties in identifying The appropriate information. Since
there is a wider range of information, sometimes it impacts the data quality and sometimes the

information is biased creating confiscation and decreasing the research procedure's effectiveness.

3.9 Timeline
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Table 1: Gantt chart

(Source: Gantt chart)

3.10 Summary

In summary, this research utilised secondary research methodology to collect information related to
the topic such as the impact of risk management strategies on the organisation with the British
Airline case study. This study utilised interpretivism research philosophy, deductive approach,
explanatory research design, and most significant thematic analysis to complete the overall research
procedure (Naik et al., 2022). This secondary research methodology helps the researcher to maintain

the research transparency as well as effectiveness.
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Chapter 4: Findings

4.1 Overview

Financial risk management is one of the significant tools that help to identify financial loss and
issues. This financial risk management has an impact on British Airways' overall business as well as
their work productivity (Berrada et al., 2023). Since this research follows the secondary research
methodology, the research utilised information from various online articles, journals, and others to
complete the overall research. To prove the information the research utilised statistical data that help
to provide current information about the relevant topic such as ‘Financial risk management strategies
in the multinational corporation with the help of British Airways.” This chapter discusses the impact
of financial Risk management in British Airways and the strengths and weaknesses of financial risk
management with numeric data. This chapter also explores various recommendation approaches that

help the organisation to improve its business growth.

4.2 Findings 1: The significance of financial risk management in British Airways

Financial risk management is to help multinational corporations such as British Airways to identify
their financial loss and the current issues that impact their overall business growth as well as their
work productivity (Akowe et al., 2023). The currency exchange rate is one of the key significant
variables that impact the British Airways business. As per Cozmuta et al, (2024), in the 2022
financial year, the US currency rate has a huge currency fluctuation which is approx. 9% which
impacts the British Airway business including ticket prices, fuel prices, and other expenses. In this
critical situation, their revenue was 678 million dollars (Savchenko et al., 2023). To address these
issues, they emphasise various risk management tools such as forward contracts and most significant
currency exchanges to manage the currency fluctuation circumstances by storing sufficient amounts
of fuel and other materials. Niv ef al., (2024) mention that operational risk management is another
important key variable of financial risk management that helps British Airways improve its business
and enhance its work productivity. With this operational risk management, British Airways spend
890 million dollars on their technology as well as their employee's training, and other activities to
improve their performance and the brand reputation in the global competitive market (Erdem et al.,
2024). British Airways emphasise regular tracking of their work pattern and other activities to

identify the issues. This risk management helps the organisation to enhance their business by up to
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10% in 2023 (Shin et al., 2023). Financial risk management emphasises improving the decision-

making process as well as improving problem-solving ability.
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Figure 9: British Airways revenue in 2023
(Source: Statista, 2023)

These financial risk management strategies help British Airways achieve its long-term objectives and
enhance its yearly revenue by up to 8% (Gupta et al., 2023). With the help of risk management
strategies, they can make sure that sustainable activities help them to establish a loyal base of
customers. Financial risk management strategies have a significant impact on British Airways'
business growth in the COVID-19 pandemic situation. In the COVID situation, British Airways
emphasise their employee's well-being, safety, and customer experience which helps to maintain
their position in the competitive market (Tariq et al., 2024). These strategies help to maintain the
overall management practices and enhance the business in a crisis. Financial risk management allows
British Airways to improve its financial performance as well as improve its relationship with various
stakeholders (Li et al., 2023). Stakeholder collaboration helps the organisation to improve its creative
innovation, investment, and other activities. This stakeholder value helps British Airways boost its
revenue by up to 5% in 2023 which helps to maintain its financial performance (Xue et al., 2023).
Economic uncertainty directly impacts the demands of airlines. In this critical situation, financial risk
management strategies provide various approaches including managing extra cost, diversity income,

and most significantly reserving the money for future critical situations.
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4.3 Findings 2: Strength of financial risk management in British Airways

Financial risk management is helping British Airways to implement its business in various effective
ways. Financial risk management provides an effective full protection approach that helps them to
increase their revenue (Horwell et al., 2023). With the help of this approach, British Airways locks
the fuel price by storing huge amounts of fuel for their future usage. The approach helped them to
generate 234 million dollars in 2021 (Esmaeeli et al., 2024). British Airways manages the fuel prices
by emphasising the market demands that help them to improve their financial stability. In British
Airways, there is a wider range of customers, to manage the currency exchange risk they utilise
various financial management tools (Tyagi et al., 2023). Financial risk management also helps to
reduce operational risk. In this risk management, they can improve their overall organisation
infrastructure by providing training employees training and spending 120 million dollars on their
organisation infrastructure program (Adler et al., 2024). They utilised various modern technologies to
improve their work productivity, market analysis, and most significantly improve the employee's

well-being.

Most popular airlines in the United Kingdom (UK) in Q1 2023

Source Additional Information:
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Figure 10: Rank of British Airline in the global market

(Source: Statista, 2023)
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As per Bailey et al., (2024), they invested 234 million dollars in their technology integration which
helps them to improve their business activities. This risk management helps British Airways prevent
the risk related to cyber security. They collaborate with government agencies, cyber experts, and
other professionals to mitigate the risks (Yasar et al, 2023). With the help of financial risk
management, British Airways promotes its sustainable activities via various events, seminars, and
others to establish an effective loyal customer. As per Nthenya et al, (2023), financial risk
management strategies also help to improve the effective communication towards various
stakeholders, investors, and employees that help to improve the business (Kelman ef al., 2021). These
management strategies help to maintain the transparency that improves the business. British Airways
collaborates with various stakeholders that provide effective strategies for their creative innovation,
and other activities. This stakeholder collaboration helped British Airways achieve 456 million
dollars in revenue in 2023 (Delcea et al, 2023). These strategies help British Airways to track
ongoing improvement, identify the financial issues and develop mitigation strategies to enhance the

business and build trust toward the stakeholders, investors, and others.

4.4 Findings 2: Weakness of financial risk management in British Airways

Financial risk management strategies are important elements that help British Airways improve its
overall work performance and brand reputation. This risk management allows British Airways to
track their daily activities to enhance their performance and identify their problems (Delcea et al.,
2023). This risk management helps British Airways to develop its strategies to achieve its long-term
objectives. Various disadvantages impact their business including their yearly revenue, employee
performance, and others. Instability of currency exchange rate is one of the significant weaknesses of
financial risk management that impacts British Airways business. This currency exchange rate is
effective on their financial stability and they lose 230 million dollars in 2021 (Kelman et al., 2021).
They utilised modern technology and spent 140 million dollars on their creative innovation as well as
their marketing to prove their brand reputation (Bellandi et al., 2023). In the pandemic situation,
British Airways faces difficulties in market trends and customer preferences. In this critical situation,
the customer reduces their travel expenses by up to 6% which impacts on overall airline sales
(Vincent et al., 2023). Economic and political fluctuation is one of the key weaknesses that highly
impact the British Airways business. As per Akowe et al., (2023), in 2022, the US GDP decreased by
up to 7% which had a high impact on the British Airways Business. According to Tanriverdi et al.,
(2023), the ongoing currency exchange rate, government regulation regarding travel taxes which

increased by 12%, and others reduced the yearly revenue of British Airways. In 2023, the British
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Airways yearly revenue was 14 billion dollars (Yanginlar et al, 2023). Due to the COVID-19
pandemic, there is a lack of skilled employees and the financial risk management strategies do not

work effectively in that particular situation to maintain their business.

The biggest risks to the UK financial system
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Figure 11: Weakness of financial risk management in British Airways
(source: Armstrong, 2019)

To enhance work productivity British Airways utilised several modern technologies but it has
various risks including cybersecurity threats. Niv et al., (2024) mention that because of this cyber-
attack they lose various significant data and get 567 million losses in 2022 impacting on their overall
business. Cyber security also impacts their overall system creating various problems regarding
operating the business. In the Financial risk management of British Airways, several human factors
including judgement, monitoring, and other factors can be significantly impacted (Shin ez al., 2023).
For this risk management, British Airways emphasise skilled employees and stakeholders who
provide strategic ideas that help them to improve their overall business as well as enhance their work
productivity (Gupta et al., 2023). Financial risk management also impacts the organisational
infrastructure which reduces work efficiency. In this organisational infrastructure, various key
elements such as management, work environment, and most significant services help to improve the

business (Erdem et al., 2024). In the end, there are various weaknesses including fluctuation of fuel
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price, currency exchange rate, organisational infrastructure, and most significant operational

difficulties that impact British Airways' overall business.

4.5 Findings 4: A recommended approach for improving the financial risk management

of British Airways

Developing the financial risk management in British Airways is significant for improving the overall
business growth, financial stability, and most significant employees' well-being. This financial risk
management also helps British Airways to achieve short-term and long-term goals with the help of
technological advances, and other strategies (Mavrouli et al, 2023). British Airways needs to
emphasise technological utilisation in every department which helps to improve work efficiency. In
2023, British Airways spent 89 million dollars on various technologies such as data analytics and Al
to enhance work productivity (Louw et al, 2023). These techniques help British Airlines to
understand the current market trend and develop its strategies as per market demands. They also hire
cyber experts and professionals to reduce the cybersecurity threat by spending 67 million dollars (Shi
et al., 2024). With the help of financial risk management strategies, British Airways emphasise their

employee’s well-being as well as their skill improvement.
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Figure 12: Modern technologies in British Airways
(Source: Statista, 2021)

As per Arias et al., (2023), they spent 160 million dollars to provide effective training, educational
sessions, and other facilities to improve their skills. They also emphasise on effective communication
with employees to understand their problems and provide solutions to establish an effective work
environment (Keller ef al., 2024). They provide their employees with rewards, incentives, and other

facilities to encourage them to enhance their work performance. Strategic collaboration with
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stakeholders and other partners to improve their work activities. British Airlines invest 60 million
dollars in their strategic partnership to enhance their work effectiveness (Omidi et al., 2023). British
Airways's emphasis utilised various financial reporting tools that help them to regularly monitor their
activities and details to identify the issues. This tool helps them to provide regular updates to their
partners which allows to establish transparency and most significant credibility (Horwell et al., 2023).
British Airways needs to emphasise improving regulatory compliance and effective relationships
with governance. This regulatory compliance helps the organisation to understand current market
trends and other significant information that impacts business growth. According to Adler et al.,
(2024), they also spend 40 million dollars on improving corporate governance which helps to improve
risk oversights. This company needs to emphasise their board of directors and other team members to
identify the current issue. This corporate governance helps British Airways to financial stability.
They need to develop an effective compliance management team that tracks the changes in laws,

financial reports, and other important details of the market.

4.6 Summary

In summary, this chapter of this research utilised various statistical information to the relevant topic
such as, ‘Financial risk management strategies in the multinational corporations with British Airways
case study.’” Financial risk management strategies are helping British Airways to enhance their work
productivity as well as maintain their brand reputation in the global competition market. Financial
risk management strategies include technological implications, improving effective communication,
enhancing regulatory compliance, and most significantly managing the currency exchange rate issue.
British Airways emphasises the employees' well-being, and creative innovation that helps them to
improve their business, and financial stability and most significantly establish a loyal base of

customers.
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Chapter 5: Discussion

5.1 Overview

Financial risk management is one of the important key elements that help the organisation to address
several risks that reduce the company's financial status. In financial risk, there are several key
elements including market risk, credit risk, and most operational risk (Li et al., 2023). This risk
impacts the organisation's infrastructure, work productivity as well as employees' well-being. In the
British Airway, financial risk management plays an important role in improving their overall
business activities. As per Cozmuta et al., (2024), British Airways faces several challenges: fuel price
risk, currency exchange rate, and credit risk that reduce the overall work productivity and financial
stability. To reduce the financial management risks, British Airways emphasises several approaches

including operational risk management, regulation compliance, and most importantly hedging.

This approach helps the organisation to improve its organisational infrastructure, work productivity,
and most importantly maintain brand reputation in the global competitive market (Mintah et al.,
2023). The organisation needs to emphasise following government regulations to operate the business
smoothly and reduce the risk of financial instability (Berrada et al., 2023). This chapter emphasises
analysis of every aspect of the research topic and understanding the connection between the literature
review and findings with the help of several articles, journals, and other sources. This chapter also
emphasises analysing the importance of financial risk management in several MNCs including
British Airways and helps to provide significant information regarding financial risk management

activities and their mitigation strategies.

5.2 Role of Financial Risk Management in the British Airways

Financial risk management is an important key element that impacts the organisational infrastructure,
work productivity, employees' well-being, and most importantly, economic status. Due to financial
risk management, British Airways faces several challenges in its financial status (Berrada et al.,
2023). This financial risk management impacts British Airways’ overall business activities and it also
affects their brand reputations. There are several key elements including operational activities,
managing the extra expenses, improving the partner's confidence, and most importantly government
regulations that help to operate their business smoothly in the global competitive market (Cozmuta et

al., 2024). British Airways emphasises its operational stability which helps them to improve their

39



work patterns and provide an effective work environment that increases work activities. Effective
risk management practices help British Airways to reduce the extra cost from several departments
which also helps them to maintain their financial status. In 2023, British Airways reduced 345 million
dollars in cost by utilising cost management practices (Mintah ef al., 2023). British Airways
maintains their collaboration relationships by providing important information regarding business,
profits, and others to maintain their transparency helps to increase confidence, and is also helpful for
their business practices. As per Alict et al., (2024), British Airways also emphasises following
government regulations to understand current market changes, taxes, and other important

information and help to operate the business in a competitive market.

As per Shi et al., (2024), several types of financial risks impact British Airways' business growth.
Fuel price risk is one of the important risks that reduce profitability and enhance the cost that impacts
their financial stability. In 2022, the British spent 300 million dollars to purchase fuel which impacted
their economic status (Colak et al., 2023). They emphasise collecting less costly fuel but due to
regulation compliance, they are unable to purchase less costly fuel. From 2021, they operate their
business globally which increases the extra cost including taxes, currency rate, customer preferences,
and other important elements that increase the cost (Akowe ef al., 2023). Changes in currency rates
influence ticket prices to reduce sales as well as reduce portability. In 2021, British Airways faced a 1
billion loss that impacted their brand reputation. Liquidity risk is another important factor that
impacts British Airways (Kassem et al., 2023). British emphasis on managing their stock and
achieving short-term objectives. This Liquidity risk has various key elements including reserve cash,
credit lines, and most importantly effective cash flow that reduce the issues regarding lack of
liquidity. British Airways always emphasises its organisational infrastructure and employee’s well-
being (Shin et al., 2023). To improve their employee's well-being, they spend 500 million dollars on
their training activities, educational sessions, seminars, and other activities (Savchenko et al., 2023).
They provide several facilities including bonuses, incentives, flexible work hours, remote work

facilities, and others to encourage them to improve their work performance.

As per Niv et al., (2024), to address the financial risk management issues, British Airways utilised
several approaches that helped them to improve their overall work productivity, enhance brand
reputation, and most importantly improve organisation infrastructure. According to Tariq et al.,
(2024), British Airways utilised a Hedging approach to address the issue regarding fuel price,
currency rate, taxes, and others to reduce the extra cost. With the help of the hedging method, British

Airways will reduce extra by up to 9% in 2022 (Xue et al., 2023). British Airways also utilised
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diversification methods to manage their networks which helped them to operate their business
smoothly. This diversification approach helps British Airways to understand its market trends and
develop its strategies as per their understanding (Colak et al., 2023). To address the financial risk
management issues, British collaborates with several partners including stakeholders, investors,
distributors, and suppliers to improve their strategic planning and other activities that help to
improve their overall business productivity. Berrada et al., (2023) mention that British Airways’
emphasis is on utilising modern technologies including AI, IoT, ML, block chain, and other
advanced technologies to enhance their business activities as well as improve their brand reputation.
In 2023, British Airways spent 600 million dollars on their technology integration which helped to
improve their business growth (Savchenko et al, 2023). This organisation also emphasises
communication with their partners with advanced technology that helps to simplify the
communication process (Tariq et al., 2024). That communication helps the organisation to achieve

long-term success and maintain its financial stability.

Figure 13: British Airways annual profit growth
(Source: Statista, 2023)

British Airways collaborates with several online platforms, and influencers to promote their business
and provide important information regarding services, offers, and most importantly company data

that help them to build trust and it helps to reduce financial risk (Niv et al., 2024). To collaborate
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with several platforms and influencers, they spend 250 million dollars every year to enhance their
business reach and visibility (Kassem et al, 2023). British Airways’ emphasis on sustained
profitability with the help of advanced technology, collaboration with several partners, and others to
maintain the competitive edge. To enhance the brand reputation, British Airways’ emphasis on
customer services, providing attractive offers, improving employees' skills, and others to establish
trust towards the customer helps to build a loyal base of customers as well as improve the financial
status (Delcea et al., 2023). During covid-19 pandemic, British Airways emphasised cost
management, hedging, situation analysis, and most importantly reducing ticket prices which helped
to enhance the overall sales and business activities (Li ef al., 2023). During a pandemic, they follow

government regulations that help them to operate their business in the global competitive market.

5.3 Loopholes of Financial Risk Management in British Airways

Financial risk management is one of the important key variables that impact British Airways’ overall
business practices and reduce financial stability. As per Pemberton et al., (2024), to improve its
financial stability and work activities British Airways focuses on its operational activities that help to
improve its work performance and also help them to enhance their brand value in the global
competitive market. British Airways utilised several risk management approaches that helped them
maintain their profitability as well as help them achieve long-term success (Tirado et al., 2023).
There are several weaknesses including over-reliance on hedging, external sources, operational
activities, regulatory compliance, and most importantly limited resources that reduce the
effectiveness of British Airways’ work productivity (Jang et al., 2023). Over-reliance on Hedging is
an important element that reduces British Airways' overall work performance. As per Xue et al.,
(2023), in this over-reliance on hedging, the fuel cost, currency rate, taxes, and the country's
economic status play an important role in increasing the extra cost that impacts the business. Fuel
cost increases the rate of ticket prices and reduces profitability and the currency exchange rate also
impacts customer behaviour because increasing ticket pricing influences customer buying behaviours
(El Haddad et al., 2023). In 2022, due to the changes in currency rate, this company faced a 200-
million-dollar loss that impacted on their brand reputation (Othman et al., 2023). To improve their

brand reputation, they emphasise their creative innovation with the help of modern technology.

According to Tanriverdi et al., (2023), to utilise modern technology, they spend 560 million dollars to
adapt and advance technology in several departments. This advanced technology helps them to

improve their work performance as well as help the organisation to communicate with their global

42



partners to understand their emotions as well as requirements (Tariq et al., 2024). This technology
also helps in developing strategies and their marketing department. British Airways’ emphasis on
utilising Data analytics to understand current market trends helps them to understand the current
market and customers (Hashmi et al., 2023). This approach helps them to develop effective
relationships with their customers as well as build loyal-based customers. Several external shocks
including financial instability, geopolitical risks, and changes in government regulation impacted
British Airways' business activities (Baji-Irshad et al., 2024). The country's economic instability
increases the rate of tickets and other facilities impacts British Airways sales and decreases work
productivity (Popova et al., 2023). During the pandemic in the UK, they face financial issues and the

customers do not use the Airline services due to their financial status and others that also reduce the

business.
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Figure 14: Profit reduction due to British Airways weakness in financial risk management
(source: The Economist, 2019)

To address the problem, British Airways’ emphasis on providing various offers, and facilities to
attract the customer which helps to increase the business. During the pandemic, British Airways
spent 300 million dollars to improve their services and they also reduced the ticket rate by up to 12%
to increase sales (Tyagi et al., 2023). British Airways strictly follows government regulations and
policies to operate their business. This regulation helps them to understand market changes and as
per this can develop their strategies. As per Borghei ef al., (2024), British Airways follows ‘stricter
environmental regulation’ to reduce the rate of operation costs, help to increase ticket prices, and
also help to invest the remaining money on their fuel extension. According to Le Thanh et al., (2023),

British Airways collaborates with several government agencies, and non-profitable businesses to
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understand customer preferences as well as get knowledgeable about the changes in the country
earlier that help to manage the complex situations. British Airways gives 100 million dollars to
government agencies to operate their business without any risk (Kaituko ef al., 2023). British
Airways has fewer records regarding the country's economy and other important data that help them

to analyse their work activities.

To avoid these difficulties, British needs to emphasise collecting information regarding their
competitor's information, market trends, country information, and other information that help them to
improve their business activities and provide them with an effective approach to resolve their
weaknesses that help to achieve long-term success in the global competitive market (Zhu et al., 2023).
British Airways emphasises risk assessment practices that help to understand complex situations
including external and internal events to improve the risk and provide effective business
opportunities to increase success (Tirado et al., 2023). British Airways emphasises developing an
effective relationship with its customers, partners, and others. To develop effective relationships,
they utilised several online platforms and conducted campaigns, events, and other activities where
they collected feedback from them which helped to understand their requirements and their problems
(Kaituko et al., 2023). British Airways spends 200 million dollars on campaigns, events, and other
activities that help to improve their effective communication (Hashmi et al., 2023). During the
pandemic, British Airways emphasised employee wellbeing, which helped them to encourage them
to improve their business activities. As per Tanriverdi et al., (2023), this company also emphasises
customer economic status, for that reason they reduce the ticket price as well as provide several
offers to improve their sales. According to Le Thanh et al., (2023), British Airways invested 450
million in cyber security because, in financial risk management, cyber Threats are one of the
significant key elements that reduce business effectiveness. Cybersecurity creates several problems

regarding cyberbullying and other crimes that impact their business activities.

5.4 Mitigating measures that are helpful for British Airways in undertaking financial

risk management

British Airways is using financial risk management to implement its operations in a number of
efficient methods. According to Horwell ef al. (2023), financial risk management offers an efficient
full protection strategy that enables them to boost income. British Airways uses this strategy to lock
in gasoline prices by stockpiling large amounts of fuel for later use. They were able to make $234

million in 2021 because of the strategy (Esmaeeli et al., 2024). British Airways controls gasoline
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prices by focusing on what the market will bear, which will help them become more financially
stable. In order to build a strong base of devoted customers, British Airways uses seminars, events,

and other means to advertise its sustainable operations with the aid of financial risk management.

Nthenya et al. (2023) state that financial risk management techniques also aid in enhancing effective
communication with a variety of stakeholders, investors, and staff members, all of whom contribute
to the growth of the company (Kelman ef al., 2021). These managerial techniques support preserving
the openness that enhances the company. British Airways works with a range of partners who offer
efficient approaches to support their innovative and creative endeavours, among other things. British
Airways was able to generate $456 million in income in 2023 thanks to the cooperation of several
stakeholders. A broader range of clients use British Airways, and they use a variety of financial

management instruments to control the currency exchange risk.

The focus of British Airways was on using a variety of financial reporting tools to help them track
and detect concerns by routinely monitoring their actions and details. They can build transparency
and, most importantly, credibility by using this tool to assist them in giving their partners regular
updates (Horwell et al., 2023). British Airways should prioritise strengthening its connections with
governance and complying with regulations. The organisation benefits from this regulatory
compliance by having a better understanding of current market trends and other important data that
affect business growth. Adler et al. (2024) claim that they also invest $40 million in enhancing
corporate governance, which enhances risk oversight. The company's board of directors and other

team members need to be emphasised to pinpoint the existing problem.

One of the crucial components that assist the organisation in addressing various risks that jeopardise
the company's financial standing is financial risk management. It can be imperative to state that
market risk, credit risk, and operational risk comprise the majority of financial risk. This risk affects
the well-being of the workforce, work productivity, and organisational infrastructure (Hashmi et al.,
2023). Financial risk management is a key component of British Airways' overall business activity
improvement strategy. British Airways is confronted with multiple issues that lower overall work
productivity and financial stability, including fuel price risk, currency exchange rate risk, and credit

risk.

Operational risk can be decreased through financial risk management as well. By investing 120
million dollars in their organisation infrastructure program and offering staff training, they can

enhance their total organisational infrastructure in this risk management (Adler et al., 2024). They
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made use of a variety of contemporary technology to increase worker productivity, conduct market
research, and—above all—improve employee wellbeing. These tactics assist British Airways in
monitoring continuous progress, identifying financial problems, and creating mitigation plans to
improve the company and foster confidence among stakeholders, investors, and other parties
(Bellandi, 2023). Business travel demand appears to be shrinking, which is a process that began far

back in 1999 and has been continued as the result of the current financial crisis.

Dominant companies such as British Airways are searching for alternative forms of communication
with economy class tickets by encouraging the business passengers to move on the front through the
cabin and maintain the frequency where it is reasonable. British Airways also has been attracting the
consumer times namely the business passenger interested in the consumers not appearing viable
(Adler et al., 2024). British Airways also works upon the serving of the pure pleasure market
appearing to be the disrupting business model with the low-cost carrier. Taking in place the maturing
airline market strategies of the company is also in dire need for matching the life-cycle of the market
that it is existing in. British Airways also need to highlight the maintenance of profit with the
saturation of the market and analyse the plan then be long run profit maximise, which case
reasonably is substantially fixed cost and would be covered with the normal return on the capital that
is to be achieved (). it also acts upon the low-cost carriers requiring the flights to fully cover the
allocated cost. Thus, ignoring the issue of the transfer passengers and the legacy carriers separates
the decision-making of an operator such as in the first stage. The company also needs to demonstrate
the new carriers with the limited frequency flyer programmes, providing the substantially low air

phase of the security level of service for competing effectively with the incumbent.

5.5 Discrepancies in the financial performance of British Airways

British Airways has been the titan of the skies, boasting a rich history but also the financial
performance has been marked by the birth of soaring profits and plumbing losses. The company acts
upon the understanding of the different factors behind the descriptions required having deep within
the complex interplay of the external influences with the strategic decision and the internal

challenges
External factor

=> Fuel price fluctuation is one of the main factors influencing British Airways with the cost

significantly impacting the profitability (Niv and Tal, 2024). It also highlights the airlines
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being susceptible to global oil price fluctuation. When the prices are spiking, the operating
cost or rising proportionately, squeezing the margins. Conversely, periods of lower prices can
result in temporary relief at the potential higher profits.

=> In cases of economic decline, the consumers' spending habits are highly sensitive to the
variable economic conditions. During periods of recession, the travel demand is often dipped
leading to lower passenger numbers and the reduction of revenue from British Airways
(Statista, 2023). The company has also been particularly detrimental on the long-haul routes
with the airways typically commanding the premium fares.

= In terms of political instability, the political and rest with the security threat can destruct the
travel and the tourism patterns. Act of terrorism or the regional conflict as well as pandemic
such as Covid-19 also have caused a significant disruption for the British Airways (Tariq,
2024). Consumers have reflected the feelings of demean for fights and the rerouted journeys
as well as travel restrictions contributing to the different financial losses.

=> In terms of currency fluctuation, the exchange rate plays a crucial role in the financial picture
of British Airways (Xue ef al., 2023). The fluctuations are also impacting the revenue and the
cost as the stronger British pound can make the airways fearless competitive within the

market with other currencies have been weakened.
Internal decision

- The fleet management strategy of British Airways is significantly affecting the finances.
Modern and fuel-efficient planes are also offering significant cost savings whereas the older
planes are more expensive to operate (Kassem and Santamaria, 2023). The airline is also to
balance the fleet modernisation cost with the long-term benefits of fuel efficiency

= In terms of network strategy, the profitability of the route depends upon the factors of
passenger volume competition and the operating cost. This also works upon the decision and
Airways focuses on the long haul premium route that has yielded the high yield passengers
(YILMAZ, 2022). However, the strategy also leaves the airline most exposed to different and
unpredictable economic terms compared to the low-cost carrier focusing upon the short-haul
routes.

=> In terms of labour disputes, it can incredibly disrupt costly strikes and union agreements
leading to flight cancellations with passenger frustration and reputational damage maintaining
the positive labour relation is crucial for British Airways in the operation and the financial

well-being (Woods, 2022).
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=> In terms of marketing and branding strategies, the labour dispute can be increasingly
disruptive as well as costly, striking the marketing and branding strategies (Gilingér Goksu,
2023). It also ensures the British Airway commanding the premium fares for attracting the
loyal consumer base. However, the marketing budget needs to be carefully managed in order

to ensure the positive return upon the investment.
Infrastructural challenges

= In terms of cost structure, British Airways has the legacy airline facing the challenges in
managing the cost structure (Chaidir ef al. 2023). The airline has historically had the higher
fixed cost such as the staff salaries of the airport fees as compared to the budget carriers. It
also ensures the streamlining of operations, finding that correct cost efficiency is crucial for
financial stability.

=> The airline industry is fairly competitive with established travel and low-cost carriers for
market share. It needs to constantly innovate and adapt to the offering to stay competitive
within the terms of price and the service offered.

-> In terms of passenger experience, delivering a consistently high-quality passenger experience
is essential for consumer retention and loyalty (Kharlanov et al. 2022). However, operational
issues such as delays and cancellations due to the package problem can damage the reputation
British shares and deter passengers from choosing the airline in the upcoming future course

of action.

British Airways has been highly participated in navigating through the smoother skies in the future
of financial health, depending upon the ability to address the mentioned discrepancies (Statista, 2023).
The airline also needs to develop a comprehensive strategy that would tackle the external factors and
the internal challenges. This also is inclusive of filling the hedging strategies with the diversification
of revenue streams and the focus on cost efficiency as well as continuous improvement within
passenger experience. In addition to the same fouling of positive labour, relation and adaptation to
the evolve in competitive landscape it is also crucial for the ensuring of long-term stability. This
helps in understanding the factors contributing to the financial performance and the proactive
management of the same. British Airways can also navigate the terminal skies in the industry by

achieving sustainable financial success.
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5.6 Summary

British Airways emphasises several strategies, including operational risk management, regulatory
compliance, and—most importantly—hedging, to lower the financial management risks. This
strategy aids the company in enhancing its work output, organisational infrastructure, and—above
all—maintaining its reputation in the cutthroat international marketplace. To keep corporate
operations running smoothly and lower the risk of financial instability, the organisation must
prioritise adhering to government rules. With the aid of several articles, journals, and other sources,
this chapter focuses on the examination of every facet of the research issue and the comprehension of
the relationship between the findings and the literature review. The next section offers important
information about financial risk management activities and their mitigation measures, as well as an
analysis of the significance of financial risk management in several MNCs, including British

Airways.

Chapter 6: Conclusion and recommendations

6.1 Conclusion

Airlines have the ability to employ advanced risk management strategies, instruments, and practices
to closely monitor market trends and risk indicators. Additionally, it is capable of anticipatorily
spotting new threats and acting quickly to reduce them. Therefore, it can be concluded that
successful financial risk management is necessary for multinational companies to successfully
navigate the complexity of the global business environment, including British Airways. application
of a comprehensive risk management plan that includes diversification, hedging, and provisions for
fuel and currency. British Airways has the ability to mitigate the effects of financial risk on its
operations and financial results. In order to lessen its exposure to the risk associated with fuel prices,
British Airways can also handle the volatility in oil prices using fuel hedging techniques. In order to
reduce uncertainty and effectively manage fuel costs, the corporation might enter into derivative

contracts pertaining to future and option pricing locking in fuel prices at predetermined levels.

It can also partition the market to lower overall risk exposure and diversify the income stream and
operational activity over several geographical areas. The nation can counteract the negative effects of
an unfavourable incident in one market or region by diversifying its operations and seeing success in

other areas. The corporation may also imply that risk assessment and monitoring are necessary for
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routinely evaluating and tracking the exposure to different financial risks. It should be noted that this
study also evaluates the impact on financial performance and the efficacy of potential future
practices. The study also attempts to shed light on how airlines can lessen the volatility of fuel prices.
In addition, British Airways must deal with geopolitical unpredictability in the various locations in
which it operates and regulatory risk. This study examined the company's risk mitigation plan and its
reactions to the geopolitical event, with a focus on relationships with industry players and

government authorities.

The study also emphasises how crucial geopolitical risk management is for multinational
corporations and how it affects their financial performance. Multinational corporations face a variety
of challenges in the global economy, including initial currency shock, interest rate fluctuations, and
political unpredictability related to market dynamics. For multinational corporations (MNCs),
financial risk management efficacy is essential to maintaining competitive advantage, profitability,
and financial stability. The research concludes with an examination of British Airways' financial risk
management plan. British Airways is a well-known international airline in the aviation industry. The
complexity of managing foreign exchange risk in worldwide businesses is the primary issue being
addressed. British Airways is a multinational company that operates globally, exposing it to various
financial risks such as swings in foreign exchange. In addition to interest rate risk, gasoline price
volatility also has geopolitical implications. Another important factor that has an impact on the firm
is uncertainty. British Airways must also be taken into account while identifying, evaluating, and
mitigating the many risks that are influencing the company units' financial performance. Furthermore,
risk management is crucial for reducing the impact of variable external events upon operations and

financial condition, especially for firms like British Airways.

6.2 Linking with objectives

Objective 1: The first objective is to identify the different discrepancies in the financial performance

of British Airways.

Objective 2: The first objective is to formulate the weaknesses of British Airways on a financial and

operational scale.

Objective 3: The first objective is to recommend strategies helpful for British Airways in undertaking

financial risk management.
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6.3 Recommendations

-> Foreign Exchange Risk Management: British Airways faces significant exposure to
currency fluctuation due to the global operation. In order to mediate the risk, the airline is
using the hedging strategy such as the contract with the currency options. It also acts as the
locking of the exchange rate in advance. British Airways can reduce the uncertainty for future
cash flows and the profit margin from the adverse currency movement.

= Fuel Risk Price Management: The major cost component for the airlines. Considering the
fluctuation in the process is significantly affecting the profitability of British Airways.
Furthermore, the airline is also employing the instrument of hedging such as the futures and
the so for managing the fuel price risk. Entering into the hedging contract. British Airways
can stabilise the fuel cost over a certain period, thereby minimising the impact of volatile fuel
prices on the financial performance.

- Interest Rate Risk Management: Given the substantial that and the financing activities,
British Airways is exposed to the interest rate risk. Fluctuation also refers to the usage of
interest rates with the derivative instrument that can manage the same on an effective scale.
The strategy would help optimise the debt structure and reduce the impact of interest rate
change on the financial position.

- Operational Risk Management: Beyond the financial market risk, British Airways is
focusing on the managing of operational risk that could impact its financial health. It also
includes the risk related to safety and security with regulatory compliance and operational
disruption. Implementation of proper stress management framework and the contingency plan
share Vaiz is also enhancing the resilience minimising the potential financial risk from the
operational incident.

=> Strategic Risk Management: Dynamic and competitive airline industry where British
Airways functioning faces the strategic risk, such as changes in the consumer preferences,
with the complete pressure and the geopolitical uncertainties. The airline also needs to
continuously monitor the markets with the conducting of scenario planning or identifying and
addressing the potential strategic risk. It puts forward the proactive adjusting of business
strategies and diversifying the service offerings of British Airways six in mediating the

impact of external uncertainties on the financial performance.
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6.4 Future scope and Limitations

Interdisciplinary research in the future is increasingly recognized regarding the approaches for
solving the complex problem. In future research work regarding the particular topic it values the
intersection between the disciplines, such as psychology and technology as well as economics and
environmental science. With the rapid evolution and the application of the fields, the dissertation can
contribute in proposing innovative solutions as well as policy recommendations. It also functions
upon the challenges and opportunities that are relevant for improvement in the future course of
action. Exploring the different cultural safety is also important at the moment for providing valuable

insight in understanding the future trajectory.

In terms of limitation, accessibility to the relevant data is important for limiting and depth of the
research, especially within the sensitive areas. It also ensures the ethical considerations such as the
sensitive data of information regarding human subjects requiring the stringent ethical protocols that
can constrain the scope of the study. Limitations in the funding and time with the accessibility to the
specialised equipment. Equipment is also expecting impact the feasibility and scale of the
dissertation research method, logical constant is also one of the main instances that has to be satisfied

in challenging of implementation and the interpretation of the same
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