INTERNATIONAL FINANCIAL MANAGEMENT: Group Report
Critically analyses and evaluates BP Corporation’s sources of finance
British Petroleum (BP) is a company specializing in the production and sale of oil and gas. The organization was founded in 1901, and is currently headquartered in London, being present in over 80 countries around the world. Over the course of over 100 years of activity, the brand has created a series of successes that have generated popularity but also many disputes (Ceil, 2019). However, BP is engaged in a lengthy process involving the storage, processing, transportation, and marketing of petroleum products. Their strategy focuses mainly on the quality of services but also on environmental issues and the transparency of their operations.
According to some studies, it has been estimated that by 2030, energy consumption will increase by more than 40% compared to current values, which determines the British Petroleum management to aim to attract potential investors but also new territories from which to benefit. from oil extraction (BP, 2012). At the same time, it is a challenge to maintain the current investors who have helped the company to reach the top of the largest manufacturers in this industry. However, to achieve these goals and maintain the long-term prosperity of the business, it is essential that the company benefits from as many sources of financing as possible.
Organizations such as British Petroleum can obtain the necessary capital through available funding sources that fall into two categories, namely internal and external depending on their origin.
A. Internal sources of Finance: these include funds already existing within the business. Therefore, all day-to-day operations are included, such as the sale of shares or services. Another source is the sale of commercial assets, being an extremely useful way to profit from the company's activity, thus obtaining financing for other priority operations.
B. External sources of Finance: these come exclusively from outside the company, for example investors or shareholders who have not yet been involved in the business. This type of financing can be crucial for a start-up company that needs a cash infusion to get started. At the same time, a reputable business can more easily benefit from an external investment because the history of the business can give a greater confidence to an investor. External financing sources are divided into two categories depending on the duration, namely: long-term or short-term (Dobrovolsky, 1951).

	British Petroleum - Sources of Finance

	INTERNAL
	EXTERNAL

	
	Short-Term
	Long-Term

	1)   Retained earnings
	1)  Bank overdraft
	1)  Shares

	2)   Sale of stock
	2)  Creditors
	2)  Debentures

	3)   Debt collection
	3) Debt factoring
	3)  Grants

	4)  Sales of existing assets
	4)  Short term bank loan
	4)  Long term bank loan

	5)   Additions to future tax reserves 
	 

	6)   Other net receipts on capital account
	


Table 1: Examples of source of finance (Source: Author)

Obtaining funds plays a crucial role in the expansion and development of British Petroleum. Every business needs capital to be able to improve its processes and to be able to offer quality services over as wide an area as possible. Internal Sources of finance are essential for the business to maintain a sustainable position in the future but also for the company to develop its exploration and production segment. All these funds will be used to pay obligations that are due within a short time interval. On the other hand, external sources of finance aim to invest in technological processes and explore new territories around the world and thus to capture a larger market share. Therefore, given that BP is a multinational company, both internal and external financing sources are of crucial importance in the business development process (Buckle & Thompson, 2004).
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