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[bookmark: _Toc130204642]Introduction
This essay critically evaluates and analyses the importance of international financial management for BP Plc, a multinational corporation operating in the energy industry. The discussion explores the challenges the company may be experiencing in different international financial markets and is supported by relevant international finance management theories. The essay also examines BP's dividend distribution policy, evaluates the efficient market hypothesis theory in the context of its operations, and analyses the company's techniques of appraising projects. Empirical evidence is provided to support the claims made throughout the essay. 
[bookmark: _Toc130204643]Meaning and Importance of IFM
It is the management of financial operations and decisions in a multinational corporation operating in a global economy. It involves managing financial risks, maximizing shareholder value, and ensuring that the company's objectives of financial align with its overall business strategy (Madura 2020). The importance of international financial management can be summarized as follows:
Access to capital: It helps business access capital from various markets, which is essential for financing their growth and operations.
Exchange rate management: Companies operating in multiple countries face various types of risks associated with fluctuating exchange rates (Mosteanu and Faccia 2020). This facilitates in managing these certain risks and minimizes the bad impact on their financial performance.
Managing cross-border transactions: It would help the firm to manage the complexities of cross-border transactions, including requirements of regulatory and tax implications.
Strategic decision-making: It provides information of financials that will help in the company’s strategic decisions making process about where to invest its resources and how to allocate capital across different business units and geographies.
Corporate governance: Effective practices of IFM help ensure the companies are transparent and accountable in their financial reporting, which is essential for maintaining the trust of investors and other investors (BP 2022).
Maximizing shareholder value: Ultimately, it would aid in maximizing the shareholder value of a company by ensuring that financial decisions are aligned with the company's overall objectives and strategy (Madura 2020).
[bookmark: _Toc130204644]Importance of IFM to BP Plc 
Risk Management: BP PLC operates its operation in multiple countries and is exposed to various financial uncertainties and risks, such as exchange rate fluctuations and geopolitical risks. Effective IFM helps the company manages different kind of risks, ensuring its financial stability and sustainability.
Capital Allocation: This will facilitate BP PLC to allocate capital efficiently across its international operations. For example, it can use its financial resources to invest in renewable energy projects in emerging markets, which aligns with its long-term strategy of reducing carbon emissions (BP 2022). 
Investor Confidence: IFM plays a crucial role in building and maintaining investor confidence in BP PLC. The company's transparent financial report and effective risk management practices demonstrate its commitment to good corporate governance, which is essential for attracting and retaining investors (BP 2022).
Dividend Policy: IFM would help BP PLC evaluate an appropriate policy of dividend that balances the needs of shareholders and the company's long-term growth objectives. For example, in 2020, BP PLC announced a new dividend policy, which included a commitment to increase shareholder returns and invest in low-carbon energy.
Project Appraisal: IFM enables BP PLC to evaluate and appraise potential investment ventures and projects in different markets (Mosteanu and Faccia 2020). The company's robust project appraisal process helps ensure that it invests in projects that align with its strategic objectives and deliver positive financial returns.
[bookmark: _Toc130204645]Challenges of the international financial market faced by BP Plc-
Capital assessment: BP Plc must compete with other corporations for access to capital in global financial markets. It must ensure that it maintains a good credit rating and financial goodwill to access the capital it needs for its operations (Mosteanu and Faccia 2020). During the financial year 2020, BP enterprises raised $12 billion in debt, issuing bonds with maturities ranging from 5 to 40 years which has been a great challenge. 
Volatility in the market of financial: BP plc is exposed to volatility in global financial markets, which can impact its financial operations of the firm. Market volatility can impact the price of shares and the value of their investments (Madura 2020).  In March 2020 Company’s stock price declined sharply due to the COVID-19 pandemic and there was a drop in oil prices.
Risks of Geopolitical: The BP Company operates in different areas and countries with different geopolitical risks or uncertainty, including political instability, sanctions, and trade disputes.  The US government imposed sanctions on Russia, impacting BP plc's joint venture with Russian oil company Rosneft, in 2018. 
Regulatory compliance: It must comply with various regulations and policy of financial in different countries, including tax laws, reporting requirements, and anti-corruption laws. Failure to comply with these regulations can result in fines, penalties, and reputational damage. For example, in the accounting period of 2019, the firm agreed to pay $187 million to settle a tax dispute with the government of Australia (BP 2022).  
[bookmark: _Toc130204646]IFM Theories-
Stable Dividend Policy: It would indicate that the company pays a fixed amount of dividend to its shareholders for a particular period (Kanakriyah 2020). BP Plc has used this policy in the past when it had consistent earnings and cash flow, allowing it to distribute a stable amount of dividends. This policy helps attract income-oriented investors who seek a steady flow of income from their investments.
Policy of Residual Dividend: Under this policy, the company pays the dividend amount to its investors after investing the earning in capital expenditures. BP Plc used that when it had many investment opportunities and wanted to ensure that it had enough retained earnings to fund those investments (BP 2022).  It would help ensure that the company retains enough earnings for future growth.
Low Payout Ratio Policy: It is a ratio which the company is most of the amount retained for reinvestment purposes which means the dividend distribution amount is less. BP Plc has followed this policy in the past when it wanted to conserve cash for future investments or when it had limited growth opportunities (BP 2022). This will help in the investing and financing decisions. 
High Payout Ratio Policy: It is the opposite of the policy of low payout ratio because here the company distributes a large portion amount of the profits to its shareholders. It is used by companies when it had a high level of cash reserves and wanted to provide a substantial return to shareholders. This will help increase the shareholders’ loyalty and the price of the company shares (Mosteanu and Faccia 2020).
[bookmark: _Toc130204647]BP Plc.’s Dividend Distribution Policy
The company's dividend policy is based on its commitment to maintaining a sustainable and progressive dividend for its shareholders (BP 2022).  BP's dividend policy has evolved over the years, and it has used various types of dividends, including:
[image: ]
(Sources- Statista 2023) 
Cash dividends –The Company has consistently increased its dividend payments since 2017. In 2020, BP paid a total dividend of $0.315 per share, which represents an increase of 2.6% from the previous year.
Scrip dividends – It is a type of dividend i which the shareholders of the company can choose to receive their payments dividend in the form of additional shares for the particular year (BP 2022). This option allows shareholders to reinvest their dividends in the company and potentially benefit from future share price appreciation.
	Year 
	Dividend per share ($)
	Interim Dividend (in $)

	2021
	0.315
	0.0525

	2020
	0.308
	0.055

	2019
	0.3075+0.10
	0.10

	2018
	0.10
	0.10



[bookmark: _Toc130204648]The Efficient Market Hypothesis theory in BP Plc-
It states that financial markets provide important information about the company shares and position at a particular period so it would also be known as the informational efficient. In the context of BP plc's business operational activities, EMH can be seen in the pricing of the shares of the company in the stock market (Li et al. 2021).  The market participants such as investors and analysts continuously gather and analyze significant data about BP's geopolitical events, industry trends, financial performance, and other relevant factors that can affect the company's prospects for the future. 
The market prices of BP's shares reflect the collective beliefs of the participants of the market regarding the company's future earnings and growth prospects. However, some researchers have argued that this theory is not entirely accurate and that markets can sometimes be inefficient due to factors such as informational asymmetry and behavioral biases (Salah and Abdel-Salam 2019). For example, BP's shares may be undervalued in the market due to shareholders’ short-term focus or lack of access to certain information that will influence the decision of the users. 
[bookmark: _Toc130204649]BP Plc Methods of Appraising Projects:
BP plc uses net present value and internal rate of return analysis for assessing their projects. These methods help the company evaluate the potential profitability of its ventures and make informed investment decisions. However, these methods may not fully account for the risks associated with BP plc's international operations, such as economic risks and political risks (Madura 2020). However, the company also faces challenges in accurately predicting the conditions of the future market and demand for its products, which can affect the success of its projects. As such, BP continually reviews and updates its project appraisal methods to ensure the accuracy of its projections and minimize the risks. 
[bookmark: _Toc130204650]Empirical evidence supports the effectiveness 
The company's investment in projects of renewable energy has been driven by a rigorous evaluation of the potential economic/ financial risks and returns associated with these projects, which has contributed to its position as a leader in the transition to a low-carbon economy (Salah and Abdel-Salam 2019). Additionally, BP plc's use of sophisticated project appraisal methods has resulted in successful projects such as the Mad Dog Phase 2 project in the Gulf of Mexico. The project is expected to produce up to 140,000 barrels of oil per day, contributing significantly to the growth and profitability of the company. 
[bookmark: _Toc130204651]Conclusion
This essay concluded that it critically analyzed BP plc's policy of dividend distribution, efficient theory of market hypothesis, and project appraisal techniques in the context of international financial management theories. BP plc's gives stable dividend policy and efficient market hypothesis theory has been found to be effective in providing steady returns to its investors. The evidence of empirical supports the effectiveness of BP plc's methods of project appraisal in achieving their strategic organizational goals. However, BP plc still faces hurdles in the volatile multinational financial markets. Therefore, a comprehensive understanding and effective implementation of IFM theories are essential for BP plc to navigate these challenges and achieve sustainable growth in the long term of the company. 
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