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The Influence of Global Forces on BP’s International Strategy
[bookmark: _Toc214569917]Introduction
Globalisation has fundamentally transformed the international business landscape by integrating national economies through trade, investment, technology, and labour mobility. While globalisation opens new market opportunities and promotes operational efficiencies, it also exposes organisations to increasingly complex and volatile macroeconomic and geopolitical environments. In the post-2024 context, three major global forces are significantly influencing multinational strategies: the rapid adoption of artificial intelligence (AI), global supply chain vulnerabilities exacerbated by geopolitical tensions, and rising environmental and social regulatory pressures, particularly those imposed by the European Union’s Corporate Sustainability Reporting Directive (CSRD).
This essay critically examines how these forces impact BP, a UK-based multinational energy company with operations in over 60 countries. As a global leader in oil, gas, and emerging low-carbon solutions, BP must continually adapt to shifting technological, political, and regulatory dynamics. The essay analyses the opportunities and challenges these forces present for BP’s international strategy, explores their influence on BP’s market positioning, innovation, talent management, and competitiveness, and applies relevant business frameworks—including PESTEL, Porter’s Five Forces, Porter’s Diamond, and the Value Network. Strategic recommendations are provided to support BP’s long-term success in an evolving global energy environment.
[bookmark: _Toc214569918]Opportunities and Challenges Created by Global Forces
[bookmark: _Toc214569919] Artificial Intelligence Adoption
Artificial Intelligence (AI) is transforming the global energy sector, enabling predictive analytics, automation, and real-time operational optimisation. For BP, AI integration has introduced major opportunities to improve efficiency, reduce downtime, and support strategic decision-making. Predictive maintenance technologies use AI to anticipate equipment failures, while digital twins—virtual models of physical assets—enable the simulation of operational scenarios to enhance safety and performance. These technologies are deployed on platforms such as the Argos facility in the Gulf of Mexico.
[image: A diagram of a head with icons and symbols

Description automatically generated] Figure 1: AI Integration Across BP’s Global Operations
 
Source of information: BP (2023). Figure created by the author.
Additionally, AI-powered forecasting tools help BP respond more effectively to oil price fluctuations and manage global energy demand and trading strategies. According to McKinsey & Company (2024), AI integration can improve energy production efficiency by up to 20%.
However, AI implementation introduces significant challenges. Cybersecurity risks are heightened due to the increased digitisation of operations (OECD, 2023), and the shift toward digital technologies has created a global shortage of AI and data science talent (PwC, 2024). This technological transition requires extensive internal reskilling, as traditional roles become obsolete.
[bookmark: _Toc214569920]Geopolitical Disruptions and Global Supply Chain Risk
[image: ]Geopolitical instability is one of the most disruptive global forces affecting BP’s international operations. Events such as the Russia–Ukraine conflict, Red Sea shipping disruptions, sanctions, and tensions in the South China Sea have significantly impacted global supply chains. For instance, during the 2024–2025 Red Sea crisis, BP rerouted shipments around the Cape of Good Hope, increasing transit time, fuel consumption, and insurance costs (Lloyd’s List, 2024).

Figure 2: Shipping Route Disruptions During the 2024–25 Red Sea Crisis

Source: December 2023 BP shipping updates. Figure created by the author.
These disruptions highlight BP’s vulnerability to political tensions in key global shipping corridors.
BP’s 2022 withdrawal from its 19.75% ownership stake in Rosneft following international sanctions resulted in a financial loss exceeding USD 24 billion (BP, 2022). This demonstrates how geopolitical risk can directly affect asset values, profitability, and long-term investment planning.
Furthermore, BP relies on global supply chains for critical components such as advanced sensors, semiconductors, and specialised machinery used in renewable energy projects. Many of these components are concentrated in East Asia, making BP vulnerable to export restrictions and geopolitical tensions (IEA, 2024), as [image: ]illustrated in Figure 3.

Figure 3: Global Distribution of BP
Source of information: BP Annual Report and Form 20-F 2023. Figure created by the author.
Supply Chain
This map illustrates BP’s international operations across upstream (exploration), midstream (transport and trading), and downstream (distribution) activities. It visually demonstrates BP’s exposure to geopolitical risks due to the company’s dependency on facilities and supply corridors in unstable regions such as the Middle East, Sub-Saharan Africa, and East Asia.
BP’s global supply chain spans multiple regions, making its operations dependent on international suppliers, equipment manufacturers, and energy markets.
Despite the risks, BP continues to operate internationally due to strong economic reasons that explain why multinational firms engage in global trade:
· Comparative advantage: No single country possesses all the energy resources BP needs; international operations allow access to oil, gas, wind, and solar sites in diverse regions.
· Economies of scale: Refining, shipping, and distribution are cheaper at global scale.
· Risk diversification: Operating in numerous markets reduces dependence on volatile domestic markets.
· Access to demand: Energy consumption varies across regions; BP must operate internationally to match global supply with demand.
· Revenue diversification: International markets offer new revenue streams and allow BP to hedge against currency and price volatility.
These reasons illustrate why international trade remains essential to BP’s strategy even as geopolitical risks intensify.
[bookmark: _Toc214569921]Sustainability Pressures and the CSRD
Environmental and social regulations—particularly the EU’s CSRD—are transforming how multinational firms disclose their sustainability performance. The CSRD requires companies to report on environmental, social, and governance (ESG) impacts across their full value chains, including Scope 3 emissions generated by end-users (IPCC, 2023).
In response, BP has expanded its investment in renewable energy sources such as hydrogen, offshore wind, electric vehicle charging infrastructure, and carbon capture technologies. These efforts align with long-term net-zero targets and improve BP’s sustainability credentials.




[image: ]
Figure 4: Overview of CSRD Reporting Requirements
Source of information: European Commission CSRD guidance. Figure created by the author.
[image: ]Nonetheless, meeting CSRD requirements is operationally demanding. It requires cross-border data collection and supplier coordination and implementing the directive’s “double materiality” principle adds complexity to BP’s ESG reporting (KPMG, 2024). Furthermore, as of 2023, only 29% of BP’s capital expenditure is allocated to low-carbon energy, with the remaining 71% still directed toward gas, indicating a slow transition.

Figure 5: BP’s Capital Expenditure Split
Source: BP Annual Report and Form 20-F 2023, pp. 39–42. Figure created by the author.
[bookmark: _Toc214569922]Application of Business Models within the PESTEL Framework
[bookmark: _Toc214569923][image: ]To evaluate BP’s global strategy more deeply, the PESTEL framework is applied alongside key business models: Porter’s Five Forces, Porter’s Diamond, and the Value Network.

Figure6: PESTEL analysis of BP’s external environment.
This figure summarises the key Political, Economic, Social, Technological, Environmental, and Legal factors influencing BP’s international strategy.
· Political: Geopolitical crises (Red Sea, Ukraine, Taiwan) impact BP’s operations and logistics.
· Economic: Oil price volatility, inflation, and capital constraints affect investment decisions.
· Social: Public and investor demands for ethical, sustainable energy are rising.
· Technological: AI improves performance but requires cybersecurity and specialist skills.
· Environmental: Regulations such as CSRD pressure BP to reduce emissions and invest in clean energy.
· Legal: Global compliance regimes influence supply chains and market strategies.
[image: ]Porter’s Five Forces

Figure 6: Competitive Pressures Affecting BP
Source of information: BP Annual Report and Form 20-F 2023 and industry analysis. Figure created by the author.
1. Supplier Power – High (especially in renewable components)
2. Buyer Power – Increasing (sustainability demands)
3. Threat of Substitutes – Rising (solar, wind, EVs)
4. Industry Rivalry – Strong (e.g. Shell, Total Energies)
5. Threat of New Entrants – Moderate to High (lower barriers in renewables)
[bookmark: _Toc214569924][image: ]Porter’s Diamond (UK Context)

Figure 8: Porter’s Diamond model applied to the UK energy sector.
This figure highlights how factor conditions, demand conditions, related and supporting industries, and firm strategy/competition shape BP’s competitive advantage in the UK.
· Factor Conditions: Advanced R&D and financial infrastructure, but digital skill shortages.
· Demand Conditions: UK investors and consumers promote clean energy innovation.
· Related Industries: Academic, tech, and regulatory institutions support ESG advancement.
· Firm Strategy and Rivalry: UK market competition drives innovation and international expansion.
[bookmark: _Toc214569925]Value Network
BP operates within a global energy value network connecting upstream (exploration), midstream (trading, shipping), and downstream (distribution) players. It also interacts with regulators, financial markets, and NGOs. To stay competitive, BP must maintain ESG credibility and supply chain transparency throughout this network.
[bookmark: _Toc214569926]Impact of Global Forces on BP
[bookmark: _Toc214569927]Market Positioning
BP’s brand is evolving from a fossil fuel company to a diversified energy provider. AI enhances performance in traditional operations, while sustainability pressures shape long-term market positioning. However, BP’s continued reliance on gas limits its ability to compete with fully renewable-focused firms (Bloomberg NEF, 2024).
[bookmark: _Toc214569928]Innovation Capability
AI, ESG demands, and supply-chain challenges are pushing BP to innovate across operational and environmental domains. However, funding constraints, supply bottlenecks, and legacy infrastructure hinder full-scale deployment (IEA, 2024).
[bookmark: _Toc214569929]Talent Management
BP faces labour shortages in AI, ESG, and clean energy sectors. Workforce transformation is necessary to meet future demands. Global competition for digital talent is intense, and geopolitical instability further complicates expatriate workforce mobility (PwC, 2024).
[bookmark: _Toc214569930]Competitiveness
Rising buyer and supplier power, new renewable entrants, and intensified rivalry create a challenging competitive landscape. BP must adapt rapidly, or risk being outpaced by more agile, sustainability-driven firms.
[bookmark: _Toc214569931]Strategic Recommendations
1. Accelerate AI Deployment
Expand AI use in emissions tracking, predictive maintenance, and global logistics. Prioritise cybersecurity infrastructure.
2. Diversify Supply Chains
Invest in friend-shoring and digital supply chain platforms. Reduce dependence on high-risk regions.
3. Increase Low-Carbon Investment
Shift more capital toward renewable projects such as wind, hydrogen, and EV infrastructure to support energy transition goals.
4. Develop Talent and Reskilling Strategy
Establish internal training academies focused on digital, green, and ESG skills. Improve international talent mobility frameworks.
5. Enhance CSRD Compliance
Implement ESG data platforms and supplier tracking tools. Leverage automation for real-time sustainability reporting.
[bookmark: _Toc214569932]Conclusion
BP operates within a highly complex global environment shaped by technology, political instability, and rising environmental expectations. AI adoption presents efficiency gains but requires new competencies. Geopolitical risks highlight the fragility of BP’s international operations, while sustainability regulations like the CSRD drive capital reallocation and operational transformation. By embracing innovation, diversifying supply chains, and aligning its strategy with global trends, BP can secure long-term resilience and competitive advantage in the evolving international energy landscape.
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