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Introduction
Management of international finances is not an easy task. It has great importance in all types of business organisations that operate within different international markets, also known as multinational corporations or MNCs. The importance of management of international finances has increased largely due to globalisation, thereby creating challenges for the maximisation of the wealth of the shareholders of business organisations. BP PLC was begun as the “Anglo-Persian Oil Company Ltd” that was established in the year 1908 (bp.com, 2022). This organisation is also known as the British Petroleum Corporation. The purpose of this organisation is to change the image of energy for the planet as well as its people. It aims to enhance the life of people and assist the world to reach net zero. International expansion alongside effective management of international finances is the two key reasons for the growth and development of BP PLC. In this report, detailed discussions will be made on the strategies that this organisation has adopted to ensure management of international finances and how these strategies have been beneficial for its growth. It is going to evaluate reasons behind its internationalisation, its capital structure and sources of finance along with foreign exchange risks and working capital management.

Main Body
Reasons why BP corporation internationalised
Internationalisation refers to the different types of steps, which are adopted in a business organisation to increase its footprints as well as capture an improved market share in international marketplaces. It is not concerned with any sort of economic reforms that are undergoing in a country that leads to the integration with the policies that are being adopted in the rest of the world. Hence, internationalisation is simply concerned with taking a business organisation outside a country’s geographical boundaries. BP PLC was founded back in 1909 as a company that operated only in the UK (bp.com, 2022). However, it is presently one of the largest companies that produce oil all over the world. 
There are different types of reasons underlying the internationalisation of business organisations. For example, Bowen (2019) stated that a key reason for the internationalisation of a business organisation is seeking growth opportunities via market diversification and earning better profit margins. Another major reason that has been identified behind internationalisation is the improvement of the productive capacity of business organisations. The UK Government turned out to be one of the main stakeholders for BP PLC in 1914 (bp.com, 2022). However, it reduced the ownership it had in the organisation in 1977 by selling shares to the public. Towards the end of 1980, the UK Government sold the rest of its shares and completely turned over the ownership of the organisation to private ownership. These activities resulted in the internationalisation of BP PLC. Since the organisation gained an entire private ownership, one of the key underlying factors or reasons for internationalising included seeking opportunities for growth and securing better profit margins.
Another reason that led to the internalisation of BP PLC is the realisation of its management that internationalisation is going to increase its productive capacity. In this context, it can be seen that BP PLC is fourth largest oil company in the world and has accomplished a huge and significant presence extracting oil from around the world and selling it in more than 100 countries worldwide (Guzman, 2019). The increasing presence of the organisation in these countries resulted in an increase in its production due to increasing access for production of oil and hiring a better workforce. Saturated markets are also responsible for the internationalisation of business organisations. There are many other oil producing organisations in the UK oil production market except for BP PLC, which makes the market saturated. Keeping the operations of the organisation only within the UK market would have limited the organisation’s customer base, sales as well as profits. Hence, saturation of the UK oil market also resulted in the internationalisation of this organisation.
However, Schembri et al. (2019) argued that providing higher value to a company’s stakeholders is also responsible for the internationalisation of business organisations. The adherence of BP PLC with the stakeholder theory is also one of the main reasons for this organisation’s internationalisation. The stakeholder theory is of the view that the relationships that a business organisation has with its customers, suppliers, investors, employees and other stakeholders is interrelated and interconnected. The theory states that organisations must be creating value not just for its shareholders but for its stakeholders as well (stakeholdertheory.org, 2018). However, in order to create value in the organisation, better sales, higher productivity and good customer base was required to be achieved in BP PLC. Thus, to ensure better sales, higher productivity and good customer base for the creation of value for stakeholders, BP PLC underwent internationalisation. 
Analysis and evaluation of BP Corporation’s sources of finance
To perform the operations of business organisations interruptedly and meet all financial requirements, finance is of great importance. Finance is considered to be the most essential element for the survival of a business organisation in the long run. According to Nguyen and Canh (2021), sources of finance refer to the various sources from which business organisations can be obtaining money to fund their different types of activities and capital investments. However, to fund business activities and capital investments of an organisation, both internal and external sources of finance can be used. In this context, sources of finance are mainly of two types – short-term finance and long-term finance.
In multinational corporations, huge amount of funds are required not only for capital investments but also for execution of day-to-day activities. As BP PLC is a multinational corporation, the amount of funds it requires is huge. Due to this, the organisation accesses a range of sources of finance. There is a combination of long-term finance and short-term finance in the organisation in the year 2019 as well as 2020 (bp.com, 2022). In 2019 and 2020, lease liabilities, trade payables, derivate financial instruments and finance debt have been the four main sources of short-term finance in the organisation. Whereas, the long-term debts that the organisation has used in these two years include lease liabilities, derivate financial instruments and finance debt. However, the usage of long-term debt is much higher in the organisation relative to short-term debt in both these years.
Euro commercial papers and Euro notes are the key financial derivates of BP PLC (bp.com, 2020). However, the organisation also looks for funding sources outside the organisation to check if funds are internally available in it or not. In various instances, the organisation increases the mark-ups that it charges on the suppliers, which has been sent to its subsidiaries. BP PLC is also observed to use short-term finance debt whenever the rate of interest charged on foreign currencies has an attractive figure. The usage of such sources of finance decreases the costs that the organisation requires to pay for financing purposes. However, to make such decisions on short-term finance sources, the factors to consider include the consideration of forward rate forecasts, exchange rate forecasts and interest rate parities.
Bonds are a part of the sources of finance of an organisation as well (La Torre et al., 2019). In BP PLC, since bonds that are denominated in other currencies require lower yields, the organisation considers obtaining long-term finance in foreign currencies. However, before making such long-term finance decisions, the factors considered include the funds required in the organisation. A detailed forecast of the exchange rates related to the borrowed currency of the organisation and the interest rate of bonds are also the factors taken into account. BP PLC also makes usage of certain hybrid bonds to raise long-term finance in its context. The management of the organisation ascertains that its exchange rate risks are managed with effectiveness whenever long-term finance is being availed in a currency other than GBP.
Analysis and evaluation of BP Corporation’s capital structure
The financial position of a business organisation is often measured through the analysis of its capital structure. According to Sohrabi and Movaghari (2020), there is a combination of debts and equity used in an organisation to finance its operations or its capital expenditures such as assets. This combination of debts and equity used for financing in business organisations is known as the capital structure of a business organisation. Capital structure can also be indicated as the arrangement that is made in a business organisation for capital via the utilisation of diverse types of long-term funds such as shareholders’ equity and debt. Shareholders’ equity and debt are the two key forms of funds that are used in business organisations to finance their growth and operations. The shareholders’ equity indicates the ownership of a business organisation and serves as a claim for its future cash flows and profits. The shareholders’ equity of a business organisation includes common shares, preference shares and share premium along with retained profits. However, the debts of a business organisation include its loans and bonds. They indicate the kind of money that a business organisation has borrowed that has to be repaid inclusive of interests on the money borrowed.
The evaluation of the capital structure of BP PLC shows that the organisation’s capital structure is a combination of both equity and debts. Such a mixture of equity and debts exists in the organisation since the past five years. The total shareholders’ equity in BP PLC in 2019 showed an amount of $100708 million. This figure has changed and reduced to $85568 million in 2020. On the other hand, the total debts of the organisation attained in 2019 shows an amount of $194486 million (bp.com, 2020). The total debts attained in the year 2020 shows an amount of $182086 million in the year 2020. This information about the capital structure of this business organisation can be derived from its annual report. 
Similarly, the financing of the assets of the business organisation is done by the means of a higher proportion of debts. A comparatively less proportion of the assets of the organisation are financed by the medium of shareholders’ equity. The debt-to-equity ratio of BP PLC calculated for the year 2019 shows a figure of 1.93 (bp.com, 2020). However, the debt-to-equity ratio of the organisation changed and increased to 2.13 in 2020. The findings of this ratio reflect that in both 2019 and 2020, the debts of the organisation are higher than its shareholders’ equity. However, in 2020, a further decline can be seen in this ratio, which reflects an increase in the organisation’s debt financing as compared to equity financing. The capital structure evaluation of BP PLC reflects that the risks present in the organisation’s borrowing practices are higher in 2020 relative to its practices in 2019. Therefore, the capital structure of this business organisation helps in summarising that debt finance is its key source of finance and much more used than equity finance.
Evaluation of the different strategies BP Corporation uses to manage its exposure to foreign exchange risks
In the present scenario, foreign exchange risk is a key risk for all multinational corporations. According to Fraser (2021), foreign exchange risks are the losses, which a business organisation can be incurring from any of its international financial transactions due to currency fluctuations. It is an indicator of the changes of the decrease in the value of the investments that are made by business organisations. This change is reflected considering the changes that take place in the relative value of the different types of currencies, which are involved in a specific financial transaction. This kind of risk is also referred to as the exchange rate risk and indicates the possibilities of decrease in an organisation’s investment value due to the changes in the relative value of currencies. In BP PLC, there is a substantial volume of financial transactions performed, which are denominated in different types of foreign currencies such as USD, Euros and others since it is a multinational corporation. Because of this, the cash flows that take place in BP PLC because of these transactions are directly affected because of the depreciation or appreciation of GBP.
However, BP PLC adopts a range of strategies for the management of its exposure to foreign exchange risks. There are three primary types into which foreign exchange risks can be categorised – transaction risk, economic risk and translation risk. The transaction risks are the risks encountered during the purchase of products from business organisations located in other countries. This is because whatever they purchase depends on the currency of the foreign country from which the products are being purchased. However, economic risks are the risks occurring when the market value of business organisation are affected continuously because of unavoidable exposures to currency fluctuations. Conversely, translation risks are the risks that occur when parent organisations owning a subsidiary in another nation can be incurring losses if its subsidiaries’ financial statements are denominated in foreign currency.
In BP PLC, foreign currency risks are managed through the medium of recording and analysing all cash flow timings for each derivative financial instrument (bp.com, 2022). The organisation also uses the method of hedging cash flows to manage its foreign currency risks that are related with its forecasted capital expenditures. USD is the primary currency, which is being used in BP PLC for cash flow measurement since oil is the main product that it produces. In the international market, the prices of oil are determined based on the USD. Due to this, BP PLC measures its cash flows in USD. The organisation also mentions that it manages and coordinates its foreign exchange risks centrally by setting off all opposite exposure, which can be occurring naturally whenever and wherever possible. Besides this, the organisation also ensures the effective management of its material residual currency exchange risks.
A primary theory adopted in BP PLC related to the management of foreign exchange risks is the efficient market hypothesis theory or the EMH. This theory is adopted in the organisation whenever it buys, sells or makes any financial transactions related to securities. The efficient market hypothesis theory states that the prices of the securities of a business organisation already indicate all available information about those securities (Abdullahi, 2021). In organisations, to manage the occurrence of foreign exchange risks arising in efficient markets, management strategies of two main types are adopted – passive management and active management. However, BP PLC adopts the active management strategy since it has to manage extremely large portfolios. Moreover, all the activities of the organisation are controlled via the adoption of techniques related to trading value-at-risk whenever it signs any currency exchange contracts for purposes such as entrepreneurial trading.
Analysis and evaluation of how BP Corporation manages and controls their working capital
Working capital is an important element in all business organisations. This importance is not only for multinational corporations but also for small and medium size businesses. According to Bragg (2022), working capital can be defined as the figure achieved from the reduction of the current liabilities of a business organisation from its current assets. It is considered a major source of short-term resources in a business organisation along with being one of the main sources for short-term funding. A positive and high working capital is an indicator of robust financial strength present in business organisations. However, a negative working capital is an indicator of its impending bankruptcy.
Business organisations adopt a variety of strategies to manage and control their working capital. One of the primary ways in which BP PLC manages and controls its working capital is through the examination of how the components of its working capital can be optimised. Making changes in the methods used for inventory management and offering discounts so that cash payments are made are the key strategies used for working capital optimisation in the organisation. Similarly, the organisation manages and controls its working capital by accounting for the nature of the organisation, its credit policy and production period, its seasonal factors and such related elements.
The annual report of BP PLC also discloses information about various arrangements made in the organisation to manage its working capital and minimise its cash flow volatility (bp.com, 2022). This includes discounting the organisation’s receivables while managing its inventories. It also includes the strategy of maintaining the terms of supplier payment within 60 days along with managing collateral. BP PLC also discloses that it has a centralised cash management system, which helps it in managing its working capital. There is also a centralised cash management system in the organisation. The subsidiaries of the organisation manage their own working capital while its centralised cash management monitors and manages the cash flows of parent-subsidiary and inter-subsidiary. Moreover, for managing and controlling working capital, the management of BP PLC minimises its currency conversion costs, manages cash transfers between inter-subsidiaries and accelerates its cash inflows. Management of blocked funds and investment of excess cash is prevented for this purpose as well.
In 2019, the working capital present in BP PLC showed an amount of $9857 million (bp.com, 2020). The working capital of the organisation has however changed and increased to $13183 million in the year 2020. As a result, a substantial rise can be seen in the organisation’s working capital in 2020. This rise is a clear indicator of the efficiency of managing and controlling working capital in this business organisation. At the same time, it can be stated that there is sufficient working capital present in this business organisation for the execution of its day-to-day activities. All foreseeable short-term finance needs of BP PLC can be met through its working capital efficiently. Hence, it can be stated that this business organisation manages and controls its working capital effectively and has a good capacity for the generation of ongoing cash.







Conclusion
This report helped in acquiring a detailed and sound knowledge about how the organisation BP PLC is successful in terms of managing international finance. The findings assisted in the determination of a variety of strategies and measures that this organisation adopts for accomplishing management of international finances. A range of roles and contribution that these strategies and measures have had in accomplishing long-term efficiency and success could be recognised. On the other hand, the reasons behind the organisation’s internationalisation and its sources of finance include equity and debts. The capital structure of the organisation could be examined, which assisted in realising that its debts are much higher than its equity. Moreover, the exposure of BP PLC towards foreign exchange risks has been evaluated as well. The effectiveness of working capital management in the organisation could also be analysed. The stakeholder theory, the efficient market hypothesis theory and several such theories of management of international finances helped in evaluating the management of international finances of BP PLC effectively.
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