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Challenges Faced by Financial Managers in a Changing Macroeconomic Environment
Introduction
In the modern world, macroeconomic environmental changes influence business operations, thus providing various challenges to financial managers. In business, the macroeconomic environment refers to the general market conditions which are influenced by factors such as inflation, unemployment, interest rates, and economic growth (Levi, 2014). To remain competitive, organizations have to effectively respond to changes in the macroeconomic environment, which is often not straightforward since this environment is out of their direct control (Levi, 2014). Most organizations are forced to change their business strategies and organizational priorities to respond to these changes, which brings about several results. Similarly, the adjustment of various organizational departments such as the IT and Finance departments to the general economic disruptions may necessitate functional alterations that come with various consequences. Consequently, the profitable management of an organization’s financial affairs requires additional competencies to overcome the challenges due to these alterations.
Challenges due to Macroeconomic Environment Changes and How they Impact Businesses Operations
Internationalization
General economic disruptions force many organizations to expand their businesses to exploit international markets. Internationalization often requires the establishment of international subdivisions of an organization, which implies additional expenses due to the increased operations (Grant, 2016). Therefore, financial managers will face challenges in resource allocation to sustain the additional expenses, which are often worsened by the unpredictability of unfamiliar markets. Furthermore, they have to be aware of any relevant international business guidelines or protocols while conducting their business activities to avoid legal complications (Grant, 2016). Moreover, the company may have to incorporate customer service in different languages, which adds operational expenses since internationalization brings customers from different countries who often speak different languages (Grant, 2016). Financial managers may also have to regulate the company’s investment in product advertisement to improve brand recognition in new regions. Consequently, financial officers have to identify how the company’s performance can be optimized while functioning in varying traditions, languages and laws to make a substantial profit while advancing into novel markets (Ilie, 2015).
Technological Progress
Rapid technological progress affects the general economic circumstances by constantly increasing the number of technological tools available to manage economic information (Ilie, 2015). Organizations are therefore forced to keep up with the changes in technology to increase their access to crucial information about their particular industries and the market in general. This is because technological progress guarantees an increased amount of information that is available to businesses (Ilie, 2015). As such, financial managers are not only faced with the challenge of identifying the technological resources to invest in, but also have to learn how to utilize the technological resources at hand to make the most profit (Ilie, 2015). Additionally, technological progress brings about newer communication tools that can be used to enhance the exchange of internal knowledge within an organization to optimize organizational learning. Upgrading to the most effective technological communication tools often alters organizational functions such as the reporting procedures (Ilie, 2015). In this, financial managers have to understand how incorporating these communication tools may affect the organizational financial objectives.
Risk Administration
Organizations are often forced to take necessary and calculated risks to exploit opportunities or avoid losses due to alterations in general economic circumstances. Finance managers have to assess the profitability of a particular business venture while maintaining appropriate levels of risk-tolerant behavior in their management (Ilie, 2015). Risk administration may also involve altering the organization’s guidelines regarding the funding of risky ventures, which will require financial management skills in determining how these guidelines may influence the company’s long-term profitability (Ilie, 2015). Additionally, financial managers have to discourage careless risk-taking practices among their subordinates to prevent unnecessary losses while simultaneously encouraging innovative habits (Ilie, 2015). This may be challenging because a balance needs to be found between innovative practices and careless risk-taking (Ilie, 2015). Financial managers also have to convince their investors to take part in risky ventures through objective fiscal performance evaluation (Ilie, 2015).
Shareholder and Customer Demands
General economic changes lead to unprecedented changes in shareholder demands and customer preferences. While shareholders have to be convinced that their investment in the company will be profitable, customer preferences have to be addressed to maintain their loyalty. Financial managers, therefore, have to consistently conduct evaluations of the company’s fiscal performance relative to previous performances and identify how they can alter their companies’ strategies to improve this performance (Ilie, 2015). Furthermore, companies have to adopt a customer-oriented business model, which presents difficulties in sustaining beneficial relationships with their customers (Lin et al., 2016). As such, financial managers have to identify cost-effective mechanisms of increasing the organization’s ability to maintain connections with their customers and address their needs better than their competitors (Lin et al., 2016). Moreover, organizations have to acknowledge their corporate responsibilities to society and the environment, which may necessitate alterations in the business operations (Ilie, 2015). This adds to the complexity of financial management since all the business activities have to incorporate these responsibilities while ensuring that value is created for the shareholders (Ilie, 2015).
Consequences due to Changes in Strategies and Priorities
In response to environmental adjustments, organizations may alter their business strategies and prioritize different objectives to maintain their competitive advantage. This may have some positive results, such as promoting organizational flexibility. For instance, changes in strategy that involve the adoption of better technological communication tools may enhance the acquisition of crucial external knowledge about the market environment. Furthermore, improved communication strategies may set up open channels that promote the exchange of internal knowledge among members of an organization. These promote organizational flexibility by promoting coordination and efficient delegation systems within the organization since there is a better understanding between the management and the subordinates in the organization. Additionally, altering the organization’s priorities minimizes passive employee involvement in the organization’s operations, thereby increasing employee engagement and job satisfaction as a result.
Alterations in business strategies and priorities may also have negative consequences. Firstly, rapid changes in the organization’s priorities may cause confusion among members due to a lack of clarity in understanding their company roles. As such, organizational management will have to use more time and resources in allocating different objectives to the members and ensuring they understand their functions in the new organizational strategies and goals. Furthermore, several members of the organization may not be satisfied with the new strategies and priorities, which cause unnecessary contention due to passive or active resistance among the employees. This can be mitigated by ensuring employee feedback is collected and taken seriously by the organizational management and by facilitating open channels of horizontal communication rather than vertical directives.
Consequences Due to How Departments Adjust
The rearrangements across various departments of organizations dealing with strategic changes due to alterations in the general economy bring about several consequences. The finance department has to adjust by routinely measuring the organization’s fiscal capabilities and increasing their engagement in the investment choices (Ilie, 2015). Similarly, the IT and Human Resources departments have to increase their efficiency in profitable resource allocation (Ilie, 2016). Therefore, there will be increased competitiveness against the various departments since they will be vying for the same organizational assets to facilitate their response to environmental changes (Ilie, 2015). Accordingly, inter-departmental conflicts within the organization may increase, thus necessitating positive conflict resolution systems. Nonetheless, organizational departments may learn to work together in the face of limited organizational assets and resources, which may enhance collaboration and good relations within the organization (Ilie, 2015).
Conclusion
Consequently, finance managers in organizations face various challenges in responding to macroeconomic environment alterations that are essentially outside their control. Firstly, financial managers face challenges in internationalizing their operations due to difficulties in evaluating the company’s internationalization strategies. Additionally, rapid technological progress may present organizations with additional information and technological tools, thereby requiring critical financial management decisions regarding investment in technological resources (Ilie, 2015(. Moreover, financial managers may have to adopt effective risk-management practices while addressing their customer and shareholder requirements (Ilie, 2015). Nonetheless, the business operational changes in response to general economic disruptions bring consequences due to strategic alterations and changes in business priorities, such as increased organizational flexibility and confusion among organizational members. Furthermore, the individual organizational departments respond differently to strategic alterations, thereby resulting in increased competition for resources and collaboration.
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