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Executive summary 
The assignment is based on an analysis of the organisation British Petroleum Plc which operates its activity in the oil and gas industry. In this section, the reason for internationalisation and various country risks has been analysed. Apart from this, the sources of finance and capital structure of this company have been evaluated. Other than this, various benefits of debt internationally have been portrayed in the study. 
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[bookmark: _ugikrmk9yqr6]Introduction (work done by all students forming the group)
The following assignment is based on the multinational Oil and Gas Company named British Petroleum Corporation, which operates its activity in the global market. The organisation was initially registered as Anglo-Persian Oil Company Ltd and changed its name in 2000 to British Petroleum Plc following the acquisition of Atlantic Richfield Company (British Petroleum, 2022)
This study provides a detailed analysis of the company's reason for internationalisation. Various risks in investment are highlighted through which organisational risk management ability can be strengthened. Apart from this, the company's source of finance, sources of debt and capital structure are evaluated through which its financial performance in the global market can be evaluated. The following study aims to highlight the key performance of British Petroleum corporations in the global market and various risk-related debt investments in different sectors of the world economy. 
Analyses reasons why BP Corporation internationalised (Alina Foltea)
Based on analysis of the case study, it has been noted that the company, which is currently known as BP Plc, was initially registered as Anglo-Persian Oil Company Ltd in the year 1909, and a merger with various other ignitions in the global market leads to it becoming one of the largest oil companies in the global market. This organisation was named after merging with Amoco in 1998, and after that, this organisation was known as British Petroleum Company PLC (case study). Based on the act stand, it has been noted that the company has frequently changed its name and done various mergers and acquisitions with different companies in the global market. Varied reasons for its internationalisation are as follows. 
Entrancing value proposition (Alina Foltea)
Customer and stakeholder are the key aspects of business which has a keen interest in the organisation and its overall development. On analysis of the purpose of the BP Plc, it has been found that the company has a purpose of reimagining energy for people and our planet. As opined by Crișan-Mitra et al. (2020), an organisation like BP Plc to expand its brand and serve its customer and different other stakeholders through which enhancement in the value proposition can behave value. As this organisation is dealing in the oil and gas industry thus, this business must picture higher quality products and services to its customer and provide better exercise to its stakeholder as well (García‐Quevedo et al., 2020). In this situation, to increase the value proposition, this organisation has adopted an international expansion strategy.
Reducing the risk maximise profitability (Alina Foltea)
Profit maximisation is the core objective of information as it is the main function of the business. To increase the profit of a business, a business must have an effective strategy through which its overall profit can be maximised and an increase in the number of customers can be possible. In this situation, BP plc has adopted an expansion strategy through which the number of customers worldwide can be increased (Shapiro and Hanouna, 2019). Apart from this, analysis of the company strategy it has been noted that this organisation has frequently adopted a merger and acquisition strategy in its business module. 
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Figure 1: Role of merger and acquisition in profit maximisation
(Source: Godos-Díez et al. 2018)
As in the figure, numerous benefits of merger and acquisition have been shown in which it has been noted that adopting a merger and acquisition strategy increases employee productivity and reduction in costs, based on this BP Plc can be able to increase its profit margin in business (Godos-Díez et al., 2018). Apart from this adopting the internationalisation strategy of business BP Plc's risk associated with the price volatility of oil can be minimised through which sustainable growth and development can be possible. 
Boost international business development capabilities (Alina Foltea)
Analysis of the case study it has been noted that Anglo-Persian Oil Company which is currently known as BP Plc was formed to take over and finance oil concessions that were granted by the Iranian government to the investors of England named William Knox D'Arcy. This organisation has drilled oil wells in the Masjet Solyeman and was first imported in March 1912. From this, this organisation has increased its business, and to boost international strategy and market competency, it has adopted an internationalisation strategy which is to develop various oilfields in the US market as well. In this situation, the organisation tries to internationalise its businesses which is aimed at boosting its international business development capabilities (Park, 2018). Other than this it also has a positive impact on the customer and shareholders of this company. Apart from this, the core reason for the internationalisation of business of BP Plc was to reduce the risk and regarding the price volatility in the international market. 

Country risks may affect BP's investments opportunities in host countries ( Anna Silistraru) 
On analysis of different benefits of internationalisation in business, it has been noted that there are various ways through which a business can be able to increase its effectiveness in terms of operating its activity. However, there are various risks which create a barrier to Foreign Direct Investment and this negatively impacts the cash flow generated through this investment (Leonavičienė and Burinskienė, 2022).
Country risks are the risks which have a direct impact on investment cash flow and its return. In this situation, it is necessary for an organisation which is going to invest in Foreign Direct Investment (FDI) to assess various aspects of the country such as politics and economical condition. 
Economic risk (Anna Silistraru)
Economic risk is the risk which indicates the ability of a country to repay its debt. In order to adopt a country for FDI, it is important for businesses and organisations to assess the economic stability of the country through which the ability of a country regarding payment of a debt can be passed. Apart from this, strategy decisions in choosing a country for FDI need to be an effective strategy through which past performance of the company regarding payment of a debt can be evaluated. According to Zhao et al. (2020), a country with a weakened economic aspect is not able to mitigate its liability and choosing this country may directly impact the return on investment. Thus, BP plc needs to adopt those countries which have stability in economic growth. To assess the economic condition of its business in inflation, growth rate, and the currency exchange rate is necessary to evaluate. Through this aspect economic stability and debt repayment ability can be assessed. 
Political risk (Anna Silistraru)
Political risks are the major risks which have a direct impact on investment regarding decisions. Before making decisions regarding FDI it is essential for an organisation to evaluate the political aspects of business in detail. As country policies, rules and regulations are decided by this factor, this country's growth, stability and decision regarding international business (Shi and Cai 2020). 
A government that is liberal to FDI is beneficial for a business to adopt direct investment. But a country that adopts closed political and foreign economic decisions has a negative impact on investment regarding a decision. In this situation, BP Plc's overall cash flow from an investment can be affected if the political condition of any country where it operates its activity is not stable. 

Exchange rate risk (Anna Silistraru)
The exchange rate is another major risk which creates barriers to high return on investment. According to Gu and Zhou (2020), the exchange rate of the price of any country is volatile in nature. Under these circumstances, the exchange rate which is included in the assumption of investment appraisals leads to affects cash flow and profitability through FDI. Thus, BP plc needs to evaluate this aspect in detail before making any investment. Otherwise, it may have an adverse impact on the consolidated balance sheet of the business. Various risks such as transaction exposure, translation exposure and economic exposure may negatively impact the overall performance of a business in the global market.

[bookmark: _3khthyqfsqmt][bookmark: _qfyvhnkbe5yb]Reasons why British Petroleum may source for debt internationally and the role of interest rate parity (Marcela Iuliana Dan)
1. [bookmark: _lftnom4hb0yr]Reasons for debt internationally (Marcela Iuliana Dan)
The analysis of business various aspects of an organisation and its source of debt is reasonably necessary as it provides a wider range of scope for an organisation to assess whether an organisation is capable of running its business in an effective way or not. As in the cashew stand, it has been provided that organisations such as British Petroleum Plc, which operates its activity in various countries it's necessary for this function to adopt an effective strategy through which financial resources of business can be mitigated in an effective mode (Shapiro and Hanouna, 2019). 
Business financial requirements are reasonably necessary for an organisation as it plays an integral role in the sustainable growth of the business. As in the international business, British Petroleum Plc needs to procure higher demand of financial repose through which it can be able to procure its financial requirements of a business. In this situation, adopting debt finance seems beneficial for this business as it provides a wider range of scope for minimising risks and maximising profitability. It also assists British Petroleum Plc in retaining the control of the business through which higher profit maximisation and better performance can be possible. Apart from this, the amount paid on debt is tax-deductible, which minimises the net obligation of BP Plc. 
[image: ]
Figure 2: Debt financing over two decades 
(Source: unctad.org, 2021)
Based on the various benefits of debt financing in the international market, it can be seen how this source of finance has increased over the period of time. 
In 2000 external debt stock stood in the global market at 2284.5 billion USD, which increased to 10570.8 billion USD in 2020 (unctad.org, 2021). 
Thus, debt financing provides scope for a business to operate its activity in the global market in an effective way. Apart from this, using this source of finance, BP Plc can procure business financial resources through allocations from different external sources of finance such as government bonds, debt from loans, and other bonds. Using this source of finance also assists organisations in stimulating operational efficiency as minimisation of risk can be possible. 
2. [bookmark: _dc3g0uifllcr]Role of interest rate parity (Marcela Iuliana Dan)
Interest parity is the rate tool through which calculation of the forwarding exchange rate of currency can be possible. This is considered an effective framework for ignition regarding the decision-making process of business. In this situation management of BP Plc can be able to obtain the forward exchange rate of the currency and generate a higher amount of profit for its business (Du et al., 2018). 
As the current business scenario is changing day by day, which negatively impacts the profitability of a business, under these circumstances, BP Plc can minimise the impact of currency's price volatility and increase its decision-making ability. Other than this, adopting this framework assists the management of BP Plc in providing a situation of no arbitrage. This is due to the difference in exchange rate being affected by the difference in the interest rate. This creates a situation of no-arbitrage. No-arbitrage creates a situation of equilibrium, and there is no chance of meaning through exchange rate volatility (Iida et al., 2018). Thus, BP Plc cannot enjoy the benefits of volatility in the exchange rate. Apart from this, analysis of the benefits of the Interest parity rate has been found that this theory provides scope to find a relationship between interest rate and exchange rate concept. On the analysis of various aspects of the interest rate parity, it can be said that this theory provides economic benefit to BP Plc if it's included in its business model. 
[bookmark: _lt3j29aoqf82]Evaluation of BP Corporation's sources of finance (work done by all students forming the group)	
[bookmark: _oyat3obntepv]Debt finance
Corporate sources of finance can be of different types. Debt finance is one of those finances which represent external sources. As argued by Wójcik and Ioannou (2020), various sources of finance under debt finance are long term borrowing, short term borrowing and leases and others. 
Analysis of the debt finance of BP Plc shows that the company has debt finance through various resources such as derivative financial instruments and accrual and leases. Moreover, lease liability and financial debt are other major debt finance sources. Analysis of debt finance has observed that BP Plc has a financial debt of 55619 million USD; other than this, the company has a provision of 19572 million USD, a significant contribution to its total debt. Other financial sources from debt sources stood at 10567 million USD (bp.com, 2021). In the analysis of the total debt of this company, it has been found that currently, the business's total debt stood at 116546 million pounds [Referred to appendix 1]. 
[bookmark: _g8mgbct4z2go]Equity finance:
Equity is the source of finance that reflects the company's internal source through which it generates and procures business financial requirements to conduct its activity. In an analysis of the internal source of finance, it has been found that the company has two major sources of finance under this section (Hang et al. 2018). One is shareholder equity, and the other is non-controlling interest. In the analysis of shareholder equity, it has been noted that the shareholder equity of the business has increased from 71250 million USD to 75463 million USD (bp.com, 2021). An increase in shareholder equity denies that the company has issued its equity of profaners share in the market to allocate funds for its business activity (Manuamorn et al. 2020). Other than this analysis of the BP Plc non-controlling interest, it has been noted that the company's total non-controlling interest stood at 14318 million USD, which will increase in the next financial year and stood at 14976 million USD. [Referred to appendix 1] 
[bookmark: _46fj9a7hbqlq]Analysis of BP corporate capital structure	 (work done by all students forming the group)
The evaluation of sources of finance assists management and outsiders in evaluating company performance and its liquidity position. Oke et al. (2019) consider that these sources of finance could be different kinds, such as a source of finance and an internal source of finance. External sources of financial debt such as leases, financial debt and accruals are included (Huang, 2019). On the other hand, in the internal cause of finance, ordinary shares and preference shares have a fixed dividend rate. In this study, a detailed analysis of the source of finance of BP Plc for two current financial years has been analysed.
Based on the figure provided, it has been noted that in the external source of the finance company, there were other payment amounts of 10567 million USD in the financial year of 2021, and it is decreased from 12112 million USD. Other than this, the lease liability of BP Plc has stood at 6864, which also reduced from 7329 million USD. Apart from this, an analysis of the financial debt of this company has noted that in 2020 it will have a total finance debt of 63305 million USD, and it will decrease in the next financial year as it shows a figure of 55619 million USD (bp.com, 2021). 
Based on this, it can be said that the total liability of BP Plc from external sources of finance has been reduced in the current financial years compared to the previous year (Kieschnick and Moussawi, 2018). Based on an analysis of the company's balance sheet for two years, it has been noted that its total non-current liability from external sources of finance in 2020 stood at 122287 million USD. On the other hand, the total external liability of BP Plc has shown a figure of 196833, which shows that the total external liability of the business has reduced. Shaferi et al. (2020) stated that a Reduction in external liability is financially beneficial for business as it positively impacts the debt-equity ratio of the business. 
[image: ]
Figure 2: Corporation's sources of finance 
(Source: bp.com, 2021)
In the analysis of the total equity of BP Plc, it has been noted that the company has two sources of internal finance: shareholder equity and other non-controlling interest. Analysis of change in this source of the amount in two consecutive financial years highlights that the company has shareholder equity of 71250 million USD in the financial year of 2020, which increased and stood at 75463 million USD. Based on these changes, an increase in equity positively impacts the business as shareholders can be attracted through a lower debt-equity ratio (Albart et al., 2020). 
Change in non-controllable interest also increases from 85568 million USD to 90439 million USD (bp.com, 2021). This leads to an increase in the total equity of the business. The impact of change in the capital structure of a business has been highlighted through the help of the debt-equity ratio. 
	Debt equity ratio 
	Formula : debt / equity 

	2021
	2020

	= 116546/90439
= 1.2888
	= 122287/85568
= 1.429



Table 1: computation of the debt-equity ratio 
(Source: (bp.com, 2021) 
Based on the value provided in the balance sheet of BP Plc, the debt-equity ratio has been calculated. The calculation shows that the company's total capital structure mix has been changed due to changes in debt and equity (Yanto et al., 2021). The debt-equity ratio in 2020 stood at 1.429, which was reduced in the next financial years and stood at 1.2888. A reduction in the debt-equity ratio indicates lower risk minimisation in investment; thus, investors can be attracted. 
[bookmark: _4gybqz2yjol5]Conclusion (work done by all students forming the group)
Based on an analysis of different reasons for the internationalisation of BP Plc, it can be concluded that using a higher quality of service to its customer and increasing resignation competency in the global market is the major cause of operating activity in the international market. On the other hand, it can also conclude that various country risks, such as political, economic and exchange rate risks, affect the return on FDI of BP Plc in various countries. It can be further concluded that the implication of the interest parity rate assists the management of BP Plc in increasing economies of scale through currency volatility. Based on an analysis of different sources of finance, it can be concluded that the company has two major sources debt finance and equity finance. Reduction in debt finance has been observed in the current financial year, which shows its ability to mitigate the long term liability of a business. 
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