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[bookmark: _Toc102482070]Case Study - The British Petroleum Corporation (BP)

[bookmark: _d3aar5lwf4w8]Introduction (Florin-Alin Cretulescu (1911820)

The British Petroleum Corporation formerly known as “Anglo-Persian Oil Company, Ltd. (1909–35), Anglo-Iranian Oil Company, Ltd. (1935–54), British Petroleum Company Limited (1954–82), British Petroleum Company PLC (1982–98), and finally BP Amoco (1998–2000)” refer to case study), became the greatest oil company globally after it merged with Amoco Corporation of the US. The study will be focusing on the company’s internationalisation, its sources of finances, source of debt and the risk and opportunities that it potentially must get a detailed insight of the oil company. 

[bookmark: _i2ppocmlrsaj][bookmark: _Toc102482072]Critically analyses reasons why BP corporation internationalised
The Anglo Persian Oil company Ltd. became BP Amoco after it merged with Amoco Corporation of the United States. BP Amoco has been one of the leading oil corporation and gas companies, operating in over 80 countries after Internationalising the organisation with the aim of gaining a competitive edge in the global oil market. The British Petroleum company merges with the US based Amoco in bringing the assets into a larger and a comprehensive enhanced structure. Another main motive of the merger was to allow the company to consolidate their spending on exploration. The BP PLC merger with Amoco had been the largest merger of the time with a $48.2 billion transformative deal (BP, 2022a). 
Internationalisation is made when a company is willing to increase their business involvement in international markets either with the aim of sharing a large market size that would impart global dominance or competitive advantage to them or would help them in creating a substantial brand image and reputation in the Global market. As per the scholarly review of Eduardsen and Marinova (2020), the real reason of internationalising organisations is to generate value creating opportunities and the aforementioned organisation that is BP PLC internationalised their organisation with the very aim of emerging as one of the market leaders through their remarkable and unique work in the oil and gas producing industry, embracing sustainable procedures while cutting down on costs and innovating new sources of renewable energies. The company is mainly focussed on two of the main areas which comprises “Exploration and Production” and “Refining and Marketing”. The sustainable procedure of the company involves, integrating resilient Hydrocarbons, offering Convenience and mobility and Low Carbon energy that has been one of the most unique operational activities of the company, making them one of the most prominent companies in the energy producing sector globally. Internationalisation has helped the British Energy Producing company to get access to a broader market. 
The process has helped improve the company's general image while enhancing their productive capacity leading to increased spending on research and development to produce clean energy from renewable sources. Thus, there have been a vast range of opportunities for BP Amoco after internationalising their activities. It is further laid to diminishing cost by “virtue of enhancing productive efficiency”. The other big factor that has been accelerated in the procedure is effectively and efficiently allocating the scarce resources. The company further has a rigid sustainability framework that has helped them in reaching millions of people around the globe. The company has three focus areas complying to the “UN Sustainable Development Goals” which are net zero, people and planet; embedding sustainability in the company operating model, culture and governance (BP, 2022b). The company has been offering an exciting world of opportunities with a huge workforce working different roles which demonstrates the work diversity of BP PLC globally which is again a consequence of Internationalisation. The company is walking towards the path of integrated Energy towards their Net Zero Ambition. The international activities and the aim and purpose of the company has made it one of the world’s seven oil and gas “supermajors” which would not have been possible without embracing the strategies of Internationalisation (Oilnow, 2017). Whether or whether BPs will be able to internationalize will be determined by the strength of their institutional roots and the ability of those foundations to absorb predictable mistakes while maintaining cohesive oversight of a long-term internationalization strategy. At two distinct levels of governance, at the national level and the bureaucratic level, there may be differing degrees of competition among principals, depending on the circumstances.



[bookmark: _c7pp5j9nbkv9][bookmark: _Toc102482073]Critically analyses and evaluates the strategies that BP corporation has adopted in managing their financial risks (Florin Ciobu (1913409)
[bookmark: _5tl0ffd7h23f]Managing finances is one of the core responsibilities that guides a company’s financial performance to protect it from different risks. As per the given case study, the offshore drilling rig of BP collapsed in 2010, that resulted a huge loss faced by the company. More than 4.9 million barrels were released into Mexico Gulf that resulted in a tremendous financial risk. Other than that, in 2020, the company witnessed a profit of 5,690 million USD which was almost 50% less than the previous years (BP, 2021). BP also acknowledged climate change issues that drove their strategic implementations in their business functions. However, integration of strategic transformations in the company has reshaped the company’s capability to overcome the challenges.
Disciplined strategic progress
BP has accelerated three strategic progress areas in their operations that has targeted to be able to meet the targets that the company has set for 2022. Resilient hydrocarbons have been one of the major projects in the company that aims to limit and schedule its budget up to 15%. Maintaining a range of 30-35 billion USD to sustain EBITDA from resilient carbons that can be one of the major factors in the project (BP, 2022c). Growing the margin share in convenience and mobility that the customer has to offer, the company has almost doubled its EV charging points and established more than 13,000 charging points in the world. Developing renewables has also been a major factor that has been integrated in the company’s operations through entry into the offshore wind and pipeline implementations as well. 
Investment in Britain
Producing clean energy from the wind in offshore and investing more than doubling the profit in the UK has enabled low-carbon emissions which has increased the brand value of the companies among the worldwide customer base. Anticipation of cost reduction profitability by improving pre-tax profitability up to 3 billion dollars has resulted in effective boost efficiency in the financial management of the company. Other than that, according to the financial reports, the company’s net debt reduced to 30.7 billion dollars in 2021 by extending medium-term oil and gas production in the recent years (BP, 2021). The company has established strong momentum by reducing cost and improving financial performance in the past few years that has reduced the net debt of the company and excels in future performance as well. 
Acceleration of transition growth engines
Energy transition in the company can reduce cost in the business operations that can influence the organisation to adapt to cost-effect strategies to manage financial risks. BP has adapted to low carbon emissions in the production that has not only reduced their production expenses but also increases brand visibility at the same time. According to Pham et al.  (2019), multi-grid approach in the company’s production can influence different financial benefits in an organisation. Influenced by the latest technological progress, operating cash flow increased to 12,815 million USD that has created several opportunities for the company to accelerate new ventures in sustained and cost-effective strategies as well. 
Earning and distribution growth
Implementing strict capital discipline has been one of the most effective strategies that have enhanced the growing EBIDA per share at a 9% CAGR (BP, 2022c). The growth in the proportion of capital employed in transition in businesses. Increasing dividend per share 4% that has surpluses cash flows through buyback the company shares. Retaining the grade credit rate can influence lower pri2ce production that can be an effective measurement to the company’s performance. Investor proposition in the company and adding value to the shareholders has widened the opportunities for the company to enhance sustainable value and cost value in the organisational operations. 

[bookmark: _w57gutgz79qa][bookmark: _Toc102482074]Critically analyses how country risks may affect BP’s investments opportunities in host countries (Andreeea Tomus (1916189)
Country Risk can be defined as the uncertainty which is associated with investing in a particular country and more specifically to the rate of loss that uncertainty could lead to. One of the biggest barriers to investing in the international markets is the higher transaction cost, liquidity risk and currency volatility. The risks could spring up from a wider network of areas that might be political, economic, exchange rates, legislative, technological, environmental laws. Thus, before investing in any of the Host countries, it is important for the oil company to assess the possible risk areas that might greatly impact the investment of the company in the future. The riskiness of the investment climate should thus be addressed above all when deciding to invest in a foreign market. 
The economic scenario of a company is defined by its ability to pay back its debts. A country which has stable finance and a stronger economy is more reliable than a country with a weak economy. Thus, it is essential for BP to analyse the economic scenario at first to ensure that the investment of the company does not suffer. Further the theory of Purchasing Power Parity assists a great deal in measuring the price rates of the host countries that would further help the company in comprehending the absolute purchasing power of the chosen country’s currencies. 
Next is the political factor which is another most influencing area determining if a company should make or avoid investments in the given area. As per Beazer et al. (2018), while investing in a host country it is important for BP to evaluate and assess if the political condition of a nation, they are investing in is stable or not. This is because given a strong economic background, if the political factors of the country are unfavourable and unstable it might prove to be risky for outside investors which could largely hamper the investment ratio of the company. As per Herzog (2019), Expectations theory helps in predicting what short term interest rates might prevail in the future based on the current long term interest rates. This can potentially help the aforementioned company to analyse the rate of returns they might get on their investments, helping them to make the right investment decisions. 
Sovereign risk is the other major area of threat that can over time threaten the investments of a company. Cavusgil et al. (2020), stated that the foreign central bank under this might alter their foreign exchange regulations nullifying or reducing the value of their foreign exchange contracts. Thus, analysing the sovereign factor of a host country before making investments can prove to be beneficial for both equity and bond investors.  BP PLC can choose to invest in emerging markets since they are the ideal markets that assists in rapid industrialisation with high economic growth rate which can result in stronger investment returns than that in the developed markets. Thus economic, financial and market fundamentals are the key areas that serve as important deciding factors for a company’s investment. Thus, BP PLC must be considering the above factors for analysing country risk while making investment decisions in host countries. One of the most effective strategies to reduce country risks is for buyers and suppliers to come to an agreement. For example, BP may design a mutually acceptable services that could be used for transition. The company's payment method with their supplier, as well as depreciation and devaluation of the foreign currency, might result in a loss. One of the most effective strategies to prevent swings is to quote a price and transact in dollars. As per the view of the authors Saleh and Abu Afifa (2020), investors generally place a portion of their “portfolios in foreign securities” and this portfolio mostly involves an analysis of multiple mutual funds, exchange traded funds, stocks” as well as bond offerings. 

[bookmark: _n5gu6s34ar6m][bookmark: _Toc102482075]Critically analyses and evaluates BP Corporation’s sources of finance
(Alexandru-Ionut Stefaroi (1914985)
Financial analysis of a corporation is conducted on the rationale of the “relevant financial ratios”. As opined by the authors Nguyen, and Nguyen (2020), investors, in order to determine how financially stable a corporation is, critically overviews the financial statements like “Balance sheet, Income statement” as well “cash flow statement”.  An organisation's position with respect to its liquidity, profitability, working capital management, long term capital, inflow and outflow of cash is determined from the numeric figures provided on the financial statements (Eun et al. 2017). Ratios are interpreted in order to acquire a clear insight of the financial health of the corporation and interpretations are done based on the data provided by the finance associates and the executives of the financial department of the organisation. 
Referring to the case scenario of the organisation British Petroleum, in the financial year 1914 the United Kingdom’s legal directorate became the corporation’s “principal stakeholders” the authority is now one of the major stakeholders of the organisation. The organisation British Petroleum is now recognised as a “holding company” and at the beginning of the financial year 1977, the British authority has decreased its proprietorship of the concerned organisation “by selling 28.5 per cent shares to the public”. It can also be observed that the British authority turned over the concerned company entirely to “private ownership by selling its remaining 17 per cent shares”. This government regulation has cleared all the barriers from the roadway of the British Petroleum and after that the corporation is able to acquire Britoil PLC, which is mostly an independent oil company that generally manufactures crude oil from the “North Sea fields”. Being a renowned corporation in the major “integrated oil and gas industry” the company mostly serves lubricants, fuels, energy as well as petrochemical products and services. The organisation has always tried to suffice the requirements of its clients and also maintained its “eminent image” including “exploration, production, marketing, refining and distribution” of gas and oil. In the financial year 2013 the organisation also excelled to maintain its eminent brand image through its petrochemical and power marketing and production (British Petroleum, 2013). The organisation currently operates in the “three main segments” which involves “upstream, midstream and downstream”. Considering the upstream segment, the operational activities of the organisation include the exploration of natural gas and oil, field development as well as production. Midstream segment of the organisation is associated with “processing, storing, trade and marketing” of liquified natural gas. Organisation’s downstream is engaged in the petrochemicals and petroleum products and the downstream procedure mostly includes manufacturing transportation as well as refining. 
The oil fields and the refineries developed by the organisation in multiple countries are its major sources of finance, as the organisation acquired a revenue of 157.7 billion US dollars in the financial year 2021, the revenue rate is 49 per cent more than the previous year (Statista, 2022).  Most of the oil fields of the concerned organisation are located in “Alaska’s Prudhoe Bay in the United States” and in the “United Kingdom’s sector of the North Sea”, in these two countries the organisation’s “commercial discovery of natural gas” was observed in the financial year 1970 and this discovery became a major financial turnover for the organisation. At the first quarter of the financial year the organisation merged its assets in the “United States with those of the Standard Oil Company (Ohio)”, and this merger and acquisition the organisation was able to acquire high rate of controlling interest and became more financially stabled. The remainder of the organisation “Standard Oil” was acquired by the concerned company British Petroleum for 8 US billion dollars (British Petroleum, 2013). The British Petroleum firm merges with Amoco, a US-based company, to create a larger and more comprehensive structure. Another major reason for the merger was to allow the firm to pool its exploratory spending. With a $48.2 billion transformational deal, the BP PLC merger with Amoco was the largest merger at the time (British Petroleum, 2022).  

[bookmark: _Toc102482076]Evaluates the different strategies that BP Corporation uses to manage their exposure to foreign exchange risks (Oana Balaban 1911819)
After figuring out which types of exchange rate risk there are and how much risk exposure they have, BP decides whether or not to hedge these risk exposures. Hedging is any action that BP does to change the value of its assets in a single currency or a group of currencies (Arnold, 2013). People in the world of international finance aren't sure yet what the best way is to manage (hedged) different types of exchange rate risk.
As stated by the authors Okwo et al. (2019), there are mostly three major types of foreign risks faced by the multinational organisations in while conducting the business operations. The risks mostly involved are “transaction exposure, translation exposure, and mostly the economic exposure”. This type of exposure generally takes place “due to the time difference between an entitlement to receive cash from a customer and the actual physical receipt of the cash or, in the case of a payable, the time between placing the purchase order and settlement of the invoice”. As per the view of the authors Kim et al. (2021), financial risks can only be avoided in case a company reports an obligation in front of its shareholders as well as its regulators. This aspect can only be conducted in case a company provides a “consolidated set of accounts” in its reporting currency to all of its subsidiaries. 
The pace of the changes that the current business environment has been growing through in recent years is rapid and dynamic. The forign-exchnage market is a marketplace where over-the-counter market and decentralised market where the currency of trades takes place (Bloomberg, 2022). Transaction exposure and financial exposure can be considered as the main functions of the foreign exchange rate that has grown over the decades (Bloomberg, 2022). Some of the most crucial risks that are faced by leading organisations such as British Petroleum are; Interest rate risk, Exchange rate risk, Liquidity risk, Marginal risk, credit risk, and transactional risks. Several types of strategies can be incorporated in the organisational functions that can be aligned with BP’s further integrations and implications.
According to International trade administration, mutual agreement between the buyers and suppliers can be one of the most effective ways to avoid currency risks. For instance, BP can establish a mutual acceptable currency which can be used for the payments in the transitions. The payment mode through which the company has been operating with their supplier, the depreciation and devaluation of the foreign currency can result in loss. Quoting price and transacting in dollars can be one of the most effective ways to avoid fluctuations (ITA, 2022). Being aware regarding currency convertibility can also be considered to be one of the most effective strategies that can be integrated in the company’s operations to create and evaluate a successful transaction. It has to be considered that not all the currencies in the world are easily converted in US currency, as a result, many suppliers and buyers face issues regarding the exchange risk. Consultation with international banker is another effective strategy that is followed by BP which can be used as an effective measure to know about the international currency structure. Investing countries with strong currencies can be another essential footstep that is taken by BP. BP has invested a significant amount of money in Britain in order to expand their market. As a result, the company has improved its foreign bonds and has established an effective investment plan. Investing in currency in hedge funds can also be defined as one of the most effective factors that have enabled the company’s foreign relationships and improved globalisation as well (Stiglitz and Joseph, 2002). 
[bookmark: _Toc102482077]Conclusion
It can be concluded from the overall analysis that financial risk management in a company can be influenced by different strategies. Foreign exchange risk management can also be considered one of the most crucial aspects of a company’s operations. Other than that, effective diversification and globalisation have also been some of the most effective strategies that can be influence the company’s operations. 
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