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Executive Summary
The report deals with the major organisational aspects of expansion into the international market. It has shown how an energy-based company can use different ways to strategies its expansion. The report consists of the proper analysis of the major organisational aspects which are required to be managed diligently. A detailed description of risk management within an organisation has been presented in the report. It has to be noted that t the end of the analysis a conclusive statement regarding the discussions done has also been provided. The data used in the report is valid. The annual report of British Petroleum Corporation has been one of the major sources of information for this report. 

[bookmark: _Toc103028392]Introduction
One of the major aspects which decides the success of a business corporation is how well does it expand. It is noteworthy that functioning in a constricted place will one day reach the limits of consumers a corporation can serve. This report will highlight on how business organisations can grow with financial stability. It may be stated that it is critical for the organisation to ensure that there are several methods in which the firm can expand at a constant rate. Furthermore, the organisation is needed to demonstrate that it has several sources of financing to enhance its operating effectiveness. The organisation of interest for this report is – British Petroleum Corporation. It was founded in the year 1909 and is presently headquartered in London, United Kingdom (British Petroleum, 2021). According to sources, the organisation employs around 60,000 people and is now led by Bernard Looney, CEO of the organisation.
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Globalization refers to the rising interconnectedness and integration of nations, businesses, and their people in terms of economic, political, and social activity (Bekaert and Hodrick, 2013). Once a company exhausted growth opportunities in home market, internalisation is the strategy to consider for continuous expansion. Entering on a foreign market means a larger exposure for one’s products and also possibility of creating new ones, access to a more cost advantageous human resource and to gain competitive advantage. The real reason why an organisation would prefer to internationalise their business is the fact that it would like to expand its reach to consumers and increase its overall revenue. British Petroleum is one of the world’s most trustworthy energy organisations thus to use this goodwill to its advantage the organisation expanded its business in different nations. It also allows the business organisation to integrate its business objectives around the world. It has to be noted that the internationalisation of the business organisation will allow the company to acquire sources at cheaper rates.
It can be seen that outsourcing certain business aspects can be considered to be a cheap source. The south Asian labour markets are extremely efficient and cheap. Thus, it can be said that the internationalisation of business organisations will allow the corporation to decrease the cost and increase its efficiency. One of the major reasons for business internationalisation is that it gives the organisation freedom from the local market (Coudounaris, 2021). It can be said that business internationalisation allows a company to ensure that it is been able to increase its production efficiency. In many cases, it has been seen that the internationalisation of the organisation will be able to provide the company with better strategic aspects.
When a business organisation expands itself in the international market it tends to bring in a lot of intangible assets as well. It can be said that the British petroleum corporation has internationalised its organisation to ensure that it is being able to integrate its business aims around the world. The organisation has been able to integrate its plan to decarbonise the environment in different cities across the world successfully and increased its goodwill (British Petroleum, 2021). The organisation will be able to ensure that it has been able to integrate its business policies globally with the help of internationalisation policies. 
However, it is noteworthy that a business corporation might not be able to benefit altogether due to business internationalisation. Major organisations like British Petroleum Corporation will be required to ensure that it is being able to meet the cost related to international trade. In addition to this many times, it has been seen that business corporations to earn more profit will shift the production and diver the resources to high profitable nations and starve the home nations (Costa et al., 2020). Reports have suggested that rampant internationalisation has impacted the corporations to exploit poorer nations for cheap labour and resources. In the case of the British Petroleum company, it can be seen that the corporation has been able to meet the increasing global demand for energy products (British Petroleum, 2021). In addition to this, it can be said that the corporation has internationalised itself not only by increasing its revenue but also to ensure that it can meet the global energy needs. 
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Finance Sources are the various methods in which a firm might receive capital backing. Issuing shares, issuing bonds, keeping earnings, and borrowing are some examples of sources of money (Begoña Álvarez García and José-Pablo Abeal-Vázquez, 2020).
Financial risk and outside impact on the company's operations are also considered while deciding the source of funds. Internal funding sources are less risky than external funding sources (Maclaney, 2011). Creditors raise the prospect of outside intervention as well as the possibility of information. Options for new equity financing include retained earnings, bank loans, and venture capital. Debentures are the most prevalent low-risk financial asset. They are lengthy secured loans issued by a government or company to pay its financial obligations. In exchange for becoming a creditor to the issuer, investors get interest income (WallStreetMojo, 2021).
To function effectively, an organisation must guarantee that it is adequately supported. One critical point to emphasise here is that the organisation can obtain finances from a variety of sources. Equity and debt are two of the most common methods of finance for businesses. A greater debt level indicates that the organisation has a high gearing ratio (Pike, 2015). Both ownership and debt have different benefits and drawbacks. One of the most important points to remember here is that the sources of income inside the organisation might change depending on the needs.
According to the British Petroleum Corporation's annual report, its primary sources of finance are debt and equity (British Petroleum, 2021). One critical element to highlight here is that the organisation must demonstrate that it can meet its complex requirements with the help of the company's funding choice. The equitable financing technique delivers considerable benefits to the organisation. One of the most essential aspects of the organisation is that an equity source of funding will help an organisation decrease the load of monthly payments. In the event of debt financing, the organisation will be expected to make monthly payments and will be asked to place certain assets into a mortgage as collateral for the loan amount. As a result, it introduces the danger of asset loss for the organisation.
The equity form of funding aids in the formation of an informal partnership inside the organisation. It aids in offering expert and knowledgeable ideas on how to operate the business organisation. If the institution's creditworthiness is a barrier to collecting funds or if a high-potential organisation does not have enough physical assets to mortgage, it will find it difficult to borrow loans (Accounting and Financial Management: Case of British Petroleum, n.d.). One very key point to notice here is that while stock facilitates the simple availability of cash, it comes at a cost. Because of the equity source of financing, the firm's ownership is diminished. A greater number of equity shares will deprive the institution's owner of control.
The equity stockholders will receive a portion of the firm's profits. The loan source of finance, on the other side, does not claim any kind of ownership in the organisation. Whether it be bonds or bank loans, the organisation will be forced to pay interest to the bondholders or the bank on a regular basis. It should be emphasised that the organisation will be necessary to maintain a healthy balance of equity and debt. British Petroleum Corporation's gearing has been reduced to 25.3% in 2021, from 31.3% (British Petroleum, 2021). As a result, the organisation is capable to operate effectively with the support of equity and debt as primary sources of finance.
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Managing financial risk in an interconnected global economy is fundamentally different from managing risk in a world where governments claim complete independence, stifle international commerce, and restrict international capital movement. (Bekaert and Hodrick, 2013).

There are various forms of risk that an organisation will face in its course of operation. 
Financial risk is one of the common risks which that a business organisation can face. It pertains to the major risks including a loss in the normal course of business or economic issues. In many cases, financial risk can also mean losing money due to an investment in a loss-making asset. Financial risks are often seen as one of the major reasons behind the ineffectiveness of the operational department of the organisation. It can be said that an organisation will lose proper operational efficiency if it is not able to control the financial risks that it might face.
Anticipation of risk is one of the main activities which the business organisation will need to perform to ensure that potential risk can be anticipated by analysing different aspects.  Comprehensive economic research can help the organisation in determining the types of risk it might face for a specific time (Mashrur et al., 2020). One of the major ways in which organisations like British Petroleum Corporation can properly anticipate the financial risk is by stress testing. This helps in building scenarios regarding if the organisation will be able to react efficiently to any form of financial risk it might be facing. It will require British Petroleum Corporation to use various models and data for risk analysis and management.
Most ways of managing risk in a corporation are quantitative. It can be said that an organisation will require to properly analyse its data and capacity to handle risk. One of the major ways of dealing with financial risk is getting the proper amount of insurance to cover the losses. This can be used by any organisation and one of the major benefits is that it will be able to bring out the company from any form of catastrophe it might face due to the losses. However, one disadvantage of this method is that the company will be required to pay a regular amount of insurance premium (Becker et al., 2020). In case the anticipated risk does not happen, the insurance premium would have been paid in vain. Furthermore, it is necessary for the organisation to ensure that its investments are diverse. Profits from other assets can compensate a loss in one type of investment. However, investment diversification may be a primary factor for abandoning beneficial investing features.
British Petroleum Corporation uses a financial risk committee to analyse its financial risk and the market to anticipate the risks it might face (British Petroleum, 2021). The financial reports of the organisation help the company risk committee to analyse the risk that can be faced due to liquidity measures. While depending on the financial reports risk management can prove to be very efficient. However, putting too much emphasis on its financial reports might cause the organisation to lose its focus on the risks it might face due to the market. One very positive aspect to note here is that the British Petroleum Corporation takes financial risk committee to the importance of major leadership aspects. 
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Figure 1: The position of the financial risk committee in British Petroleum Corporation
(Source: British Petroleum, 2021)
It is noteworthy that financial risk to the organisation is completely dependent on how well the financial risk committee can anticipate the risks it might face. 
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The stock market allows businesses to generate funds for expansion by selling shares to the investing public (Doherty and Smith, 2020). One of the most common ways for a company to raise funds is to sell shares on the stock exchange. It allows investors to have an interest in a certain organisation and is an excellent approach to attract them as opposed to backing the firm with debt, which may turn them away. In the event of worldwide expansion, the organisation will be able to attract more investments for the firm. The Global Depository Receipt has made foreign stock issuing easier in recent years (Investopedia, 2019). It is important to outline that the corporation will need to issue stock in nation form where it can attract better investment (Ciancarini and Russo, 2020). In general, British Petroleum Corporation will be able to attract better investors for the firm. Furthermore, the more investors the firm holds, the less dangerous it is assumed to be (Clark and Monk, 2017).
International stock issuance has several advantages for the organisation. It might be stated that the firm can demonstrate its global footprint through overseas investments (Bekaert and Hodrick, 2013). One major advantage of issuing stocks internationally is that it allows the organisation to mark its strong presence in the major financial markets. Allocation of resources is one of the main aspects which has to be considered while issuing stocks internationally (Cohen and Neubert, 2020). Just like the internationalisation of business, this is also a very important way in which the company will be able to mark its presence in the international market. By selling shares of the firm on a global scale, they transform it into a financial instrument that can be readily exchanged for profit if they want.
One of the main advantages of issuing stocks in the international market is that it helps the organisation to build its goodwill efficiently in the international market. There are various aspects that the organisation will need to consider when it is issuing the stocks internationally. One complication that might arise is that not following international laws can hamper the productivity of the organisation (El Ghoul et al., 2018). It is important to mention that the company needs to function as per the law of the land. It is no doubt that issuing of stocks in the international market can be one of the major reasons for increased investments for the organisation. The company will need to comply with various listing rules to be able to increase tradability of its stocks. British Petroleum will require to note that it needs to follow the international investment rules. 
While international issuance of stocks brings in major corporation benefits it can be stated that it can also bring different forms of negative aspects within the organisation as well (Pedersen, 2015). The local investors might feel challenged due to more powerful international investors and it might cause a conflict within the organisation. On the other hand, any form of catastrophe in an international market where the organisation has issued its stocks it will impact the financial and operational aspects of the entire company (Zhang. and He, 2019). Also, any political changes and exchange rate fluctuations could have a financial effect.
One of the most important points to remember is that while foreign stock issue has several advantages, it must be dealt with caution. Inexperienced management of these issues might result in significant financial hazards. 
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To fully comprehend foreign currency risk theories, you must first comprehend the economic services that cause exchange rates to vary. To trade currencies, exchange rates respond to demand and supply. International trade movements and international finance flows generate this supply and demands. The balance of payments, which records payments between inhabitants of one country and the rest of the globe over a certain time period, provides more meaningful information on these international movements. It also sheds a lot of insight on the supply and demand for different currencies, the potential evolution of their exchange rates, and the global financial marketplace in general. Investment, commercial, and mutual funds provided by banks Currency traders anxiously await the publication of new balance of payments numbers because they know exchange rates will shift in response to the new data (Bekaert and  Hodrick, 2013).
In the case of international expansion, any business group will be required to face foreign exchange risk. It is significant
 that the corporation needs to investigate the currency movements of the nations into which it has expanded. Foreign exchange risk can deeply impact the major holdings of the business and hamper its operational efficiency (Bash et al., 2018). It is therefore important that the corporation can expand its business brand and evaluate the foreign exchange market to mitigate any risk caused by it. In 2020 British Petroleum Corporation has faced immense foreign exchange price fluctuations and has created a negative dent in its income statement (British Petroleum, 2020). Alternatively, while joining the currency market, a company firm must ensure that it can take into account key factors such as international trade rules.
Business corporations must use major aspects to hedge the foreign exchange risks. One of the major tools that the British Petroleum Corporation uses to hedge the foreign exchange risk is derivatives (British Petroleum, 2021). A derivative is a financial object which draws its value from an underlying asset. First are considered to be complicated financial tools that shall be e traded carefully. A derivative can help the company to transfer the risk and rewards to another party. It can help the business to safeguard itself from adverse market situations and cover the losses it might incur. It is essential to mention here is that currency swaps are the major ways in which the operation will be able to hedge foreign exchange risk efficiently. 
One of the major benefits of using derivatives as a way to hedge foreign exchange risk is that it is very efficient.  Moreover, in this market, derivatives tend to ensure that the corporation is functioning in an efficient market.  A derivative instrument can be used by the corporation to ensure that it can properly control the volatility of the currency market (Delikouras, et al., 2019). However, one very important aspect to note here is that derivatives are highly risky and can bring on catastrophic impacts if they are not used correctly. The financial crisis of 2008 has been largely attributed to the wrongful use of financial derivatives. In addition, this derivative also has the negative feature of increasing the counterparty risk for the company.
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Figure 2: Derivative tools for hedging risk
(Source: Bash et al., 2018)
One of the major aspects which are pivotal to consider here is that derivatives are extremely complex financial tools and, in many cases, they can backfire on the business objectives. It is therefore pivotal for the corporation to ensure that the corporation can manage the derivative tools diligently (Roncalli, 2020). Another important aspect to note is that the corporation will be required to get into many derivative contracts in order to fully optimise the hedging process. It is important to note that derivative is heavily reliant on speculation, and the firm cannot rely exclusively on a few derivative contracts.
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At the end of the research, it is possible to conclude that the international growth of a firm is a difficult issue. One important point to consider here is that a company organisation frequently examines methods to grow its business and guarantee that it may benefit from a larger consumer base. In addition to this, it is noteworthy that there are various ways in which a business corporation will be able to bring various forms of funding within the company. Both equity and debt forms of financing will be able to provide the British Petroleum Corporation with different forms of advantages with respective cons. The business corporation efficiently manages the financial and foreign exchange risk care. Thus, it is important to note that a business corporation will need to carefully evaluate its financial report alongside the market. Issuing stocks in the international market also brings a plethora of advantages to the business corporation. 
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