IJHESS ISSN: 2685-6689 a 613

International Journal of Health, Economics, and Social Sciences (IJHESS)
Vol. 5, No. 4, October 2023, pp. 613~617
DOI: 10.56338/ijhess.v5i4.8495

The Impact of the Global Economic Crisis on Financial
Management Strategies

Nurul Masithoh
Universitas Sunan Giri Surabaya

Article Info ABSTRACT

Article history: Global economic crises are inevitable occurrences within the cyclical nature
. of the world economy, and their impacts are particularly significant for the

Received June 17, 2023 business sector especially in terms of financial management. Economic

Revised September 21, 2023 instability, characterized by high inflation, exchange rate volatility, rising

Accepted October 14, 2023 global interest rates, and declining global demand, compels companies to

overhaul their financial strategies. This study aims to examine how global

economic turmoil influences corporate financial management strategies, with
Keywords: a specific focus on the Indonesian context. Employing a qualitative
Global Economic Crisis, descriptive approach and literature review from various national sources, the
research explores adaptive strategies commonly adopted by companies.
These include budget tightening, stricter cash flow control, income portfolio
diversification, and the integration of financial technologies (FinTech) to
enhance financial processes. The findings indicate that companies with
flexible financial management structures and a high capacity for rapid
macroeconomic adaptation tend to demonstrate greater resilience during
crises. Furthermore, the ability to conduct risk forecasting and contingency
planning also plays a critical role in maintaining financial stability. The
results of this study are expected to serve as a strategic reference for
financial managers in formulating robust medium- and long-term financial
policies that are crisis-resistant.

Financial Management,
Adaptive Strategies,
Efficiency, Financial
Resilience

This is an open access article under the CC BY-SA license.

[©Xolel

Corresponding Author:
Nurul Masithoh

Universitas Sunan Giri Surabaya
nmasithoh@gmail.com

INTRODUCTION

A global economic crisis represents a widespread disruption of the international financial system,
occurring simultaneously across multiple countries and exerting profound impacts on both national
economies and business sustainability. These crises are not only reflections of global macroeconomic
turbulence but also directly affect daily managerial and operational practices within corporations. As an
integral part of the global economic network, Indonesia is not immune to such disturbances particularly in
areas such as exchange rate stability, inflation levels, benchmark interest rates, and foreign capital flows.
During periods of global downturn, domestic companies are often confronted with liquidity constraints,
diminished consumer purchasing power, and supply chain disruptions, all of which undermine productivity
and operational efficiency.

Historical episodes such as the 1998 Asian financial crisis, the 2008 global economic downturn, and
the more recent economic fallout from the Covid-19 pandemic that began in early 2020, underscore the
systemic threats posed by global economic shocks to corporate financial stability. According to the Financial
Services Authority of Indonesia (OJK), the Covid-19 pandemic triggered a national economic contraction of -
2.07% in 2020, significantly impacting the financial health of labor-intensive industries and micro, small, and
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medmum enterprises (MSMEs) (BBC News Indonesia, 2020). In such challenging circumstances, financial
management assumes a central role in developing adaptive strategies that enable companies to withstand and
recover from economic shocks.

Robust financial management is not limited to managing cash flow and funding sources it serves as
a strategic backbone in corporate decision making, particularly in navigating external uncertainties. A
resilient financial strategy typically encompasses dynamic budget planning, stringent cost control, proactive
risk management, and income diversification to reduce dependence on a single sector. According to the
Indonesia Deposit Insurance Corporation (LPS) in its 2023 report, ongoing global economic volatility
demands that companies adopt resilient and agile financial systems to effectively cope with prolonged market
pressures (Surachman et al., 2024).

In addition, global economic crises have accelerated the need for digital transformation in financial
management. The adoption of financial technologies (FinTech), automated accounting systems, and the
utilization of big data analytics for financial decision-making have become increasingly vital. The
digitalization of financial systems is now considered a fundamental component of the structural reforms
needed to enhance national economic resilience and competitiveness in the long term.

In light of these dynamics, this study seeks to examine in depth how global economic crises
influence corporate financial management strategies in Indonesia. The primary focus is to identify adaptive
financial strategies employed by companies to preserve financial stability during times of crisis. By analyzing
these patterns of adaptation, this research aims to uncover best practices that can inform both business leaders
and policymakers in strengthening the country’s economic resilience for the future.

RESEARCH METHODOLOGY

This study employs a qualitative descriptive approach, aiming to thoroughly examine and articulate
how global economic crises influence corporate financial management strategies in Indonesia. The chosen
method allows for a deep and contextual understanding of how business entities adapt their financial policies
in response to external economic uncertainties. A literature-based study serves as the primary data collection
technique, involving the review and synthesis of scholarly journals, official publications from government
institutions, and credible news sources relevant to the research topic.

Key data sources include reports and documents from institutions such as the Financial Services
Authority of Indonesia (OJK), Bank Indonesia (BI), the Ministry of Finance of the Republic of Indonesia,
and the Indonesia Deposit Insurance Corporation (LPS). Supplementary references are drawn from leading
national economic media outlets such as Kompas Ekonomi, Kontan, and Bisnis Indonesia, providing up-to-
date insights into global economic developments and their implications for the business sector. These sources
were selected through purposive sampling based on criteria including publication period (2018-2024),
thematic relevance to financial management and global crises, and the academic reliability of the sources.

The collected data were analyzed using a thematic content analysis method. Information was
categorized into key issues such as shifts in monetary and fiscal policies, liquidity and cash flow management
strategies, budget efficiency measures, the adoption of financial technologies, and risk mitigation efforts
during times of crisis. This technique enabled the researcher to identify recurring patterns and strategic
responses adopted by companies to maintain financial stability amid macroeconomic turbulence. To ensure
data credibility and minimize bias, source triangulation was implemented by cross checking and validating
information from multiple documents.

A qualitative approach is deemed appropriate for this research as it enables a nuanced exploration of
the strategic decision-making processes involved in financial management during periods of crisis, while also
accounting for the broader socio-economic context influencing these decisions. As emphasized by Rukin
(2021), qualitative research prioritizes not only outcomes but also the processes and meanings embedded in
observed actions or policies. Therefore, this approach is expected to produce findings that are both
descriptively rich and reflective of the real-world challenges faced by Indonesian companies in navigating the
impacts of global economic crises.

DISCUSSION
The Impact of Global Economic Crises on Corporate Financial Performance

Global economic crises exert significant pressure on the financial performance and stability of
companies across all scales micro, small, medium, and large enterprises alike. These disruptions manifest
through various channels, such as declining consumer purchasing power, breakdowns in global supply
chains, currency depreciation, and rising operational costs caused by global inflation and shortages of raw
materials. Major international events such as the Covid-19 pandemic and geopolitical conflicts, particularly
the Russia Ukraine war, have intensified prolonged economic uncertainty. Within this climate, businesses are
increasingly challenged to maintain operational continuity while simultaneously preserving liquidity and
profitability.
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According to the 2023 report by Indonesia’s Financial Services Authority (OJK), over 40% of
micro, small, and medium enterprises (MSMESs) in the country experienced a revenue decline of more than
30% during the global economic downturn. This decline was largely attributed to restricted economic
activity, weakening consumer demand, and escalating logistics and import costs (OJK, 2023). Moreover,
global crises tend to tighten access to financing, as financial institutions become more conservative in issuing
credit especially toward sectors deemed high risk. This situation worsens liquidity stress, particularly for
businesses with high debt ratios and narrow profit margins.

A study by Aulia et al. (2025) published in a national academic journal highlights how global
economic instability has reshaped corporate financing structures. Many companies have opted to suspend
new investments and prioritize the reduction of fixed operating costs in order to preserve cash flow. While
this defensive approach aids liquidity management, it often results in stagnant growth or, in more severe
cases, workforce downsizing as a cost-cutting measure. Additionally, companies highly dependent on
imported inputs are especially vulnerable, as the depreciation of the Indonesian rupiah significantly increases
the cost of raw materials.

Global economic crises also influence consumer behavior, driving more cautious and selective
spending patterns. This shift in consumption habits directly affects the sales volume of goods and services,
compelling businesses to revise their revenue targets and realign marketing strategies to suit the subdued
market conditions. Enterprises lacking a financial contingency plan often face more severe difficulties in
stabilizing cash flow and maintaining capital structure throughout the crisis.

Cost Efficiency and Expenditure Control Strategies

In the face of ongoing global economic volatility marked by high inflation, exchange rate
fluctuations, and geopolitical tensions companies are compelled to implement adaptive strategies that ensure
resilience and sustained competitiveness. Among the most widely adopted approaches is cost efficiency and
expenditure control. Rather than applying arbitrary budget cuts, this strategy is executed through a data
driven and risk sensitive framework. For example, many firms conduct regular internal audits to pinpoint
areas of inefficiency and reallocate resources based on strategic priorities. Delaying long-term investment
projects has also become a common liquidity-preserving tactic, allowing companies to wait for more
favorable economic conditions before making substantial capital commitments.

Renegotiating contracts is another essential element of cost optimization, particularly for industries
reliant on third party service providers such as logistics, technology vendors, or consultants. Bhakti (2022)
reported that contract renegotiations undertaken during economic downturns enabled companies to reduce
costs by approximately 18-25%, especially when executed through collaborative, win-win approaches. This
highlights that efficiency does not necessarily equate to layoffs or indiscriminate budget reductions but rather
involves the systematic restructuring of expenditures to maximize value.

Furthermore, cost efficiency strategies are increasingly aligned with digital transformation initiatives
aimed at boosting productivity while minimizing operational expenses. Companies are transitioning to
Enterprise Resource Planning (ERP) systems, automating accounting functions, and utilizing cloud-based
solutions to replace more traditional and costly IT infrastructures. Klaudia (2024) notes that digitalization
fosters cross-functional integration, enhances financial transparency, expedites decision-making processes,
and reduces task redundancy, which is often a source of inefficiency in conventional workflows.

From a strategic management perspective, cost efficiency and expenditure control should not be
viewed as short-term survival mechanisms alone but as integral components of long-term organizational
realignment. Firms that can simultaneously pursue efficiency and innovation are more likely to thrive under
future economic pressures. Therefore, a holistic and risk-informed approach to cost management is essential
one that emphasizes sustainability and long-term value creation rather than temporary savings at the expense
of strategic growth.

Diversification and Liquidity Management

Diversification and liquidity enhancement are fundamental components of modern financial
management, especially in the face of global economic crises characterized by volatility and uncertainty.
Companies that rely heavily on a single product, service, or market segment are inherently more vulnerable
to external shocks. Diversification, therefore, should not merely be viewed as a growth initiative, but rather
as a risk mitigation strategy aimed at stabilizing revenue streams and reducing exposure to market
disruptions. This may involve horizontal diversification (broadening the range of products or services),
vertical integration (extending control over the supply chain), or geographic expansion into new markets. As
noted by Adnyana (2020), a well-planned, data-driven diversification strategy can significantly reduce
systemic risk while enhancing operational flexibility during times of economic distress, such as recessions or
raw material price volatility.

Beyond income diversification, liquidity management plays a pivotal role in maintaining corporate
financial stability. Liquid assets including cash, cash equivalents, short-term securities, and time deposits are
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essential for covering day-to-day operational expenses as well as unforeseen financial obligations. During
periods of crisis, companies are likely to encounter declining sales, delayed customer payments, and limited
access to external financing. In such situations, adequate liquidity becomes a critical safeguard for business
continuity. Hasan et al. (2022) emphasize that firms with stronger liquidity positions demonstrate higher
levels of going concern compared to those that prioritize aggressive investment strategies at the expense of
cash reserves.

Effective liquidity management is not solely about maintaining high cash balances, but also involves
optimizing working capital processes. Companies are encouraged to shorten their cash cycles through
strategies such as accelerating receivables collection, extending payables without breaching contractual
terms, and minimizing excess inventory. Adaptive working capital practices and disciplined liquidity controls
provide firms with the agility needed to navigate rapidly changing external conditions (Arifah, 2020).

Additionally, the integration of financial technology (FinTech) tools has become instrumental in
improving real-time oversight of liquid assets and cash positions. Digital systems such as financial
dashboards, predictive cash flow modeling, and digital treasury management platforms enable finance teams
to make data-driven decisions that support proactive liquidity preservation. These technologies enhance
visibility, forecasting accuracy, and control empowering businesses to remain responsive and resilient in the
face of market uncertainty.

Embracing Digital Innovation and Strengthening Risk Governance Amidst Crisis

The worldwide financial downturn resulting from the Covid-19 pandemic and escalating
geopolitical strains has compelled organizations to rethink their financial management approaches. A key
area of transformation has been the integration of digital solutions not simply for boosting operational
productivity, but as a vital response to widespread disruptions affecting various business sectors.

Companies have rapidly embraced financial technology (FinTech) to modernize their internal
financial systems. Tools such as cloud-based accounting platforms, instant financial reporting, and fully
integrated digital payment solutions are now widely used to enhance cash flow visibility and enable faster,
more informed decision-making (Kusuma & Asmoro, 2020). These technologies also streamline receivable
management, accelerate transactions, and provide quicker, more transparent access to digital credit offering
particular advantages to small and medium enterprises often excluded from conventional banking services.

Digital financial systems have additionally improved transparency and strengthened financial
accountability, reducing the risk of fraud amid economic stress (KPPN Watampone, 2024). At the same time,
the growing complexity of global risks has led businesses to reinforce their risk management mechanisms.
They are implementing forward-looking measures such as scenario planning, building up financial reserves,
diversifying income streams, and securing insurance to protect against operational and financial risks.

Some firms have instituted specialized teams to oversee risk assessment and crisis response across
departments. These teams often craft contingency strategies that include reallocating emergency funds,
imposing strict liquidity controls, and adapting product lines to changing market demands. Effective
coordination among finance, IT, and risk units is essential to ensure agility in organizational responses and to
support evidence-based decision-making.

Advanced analytics and the use of big data now play a pivotal role in anticipating market trends and
managing uncertainties in global supply chains. Ultimately, the synergy between digital innovation and
resilient risk strategies has become a central pillar of long-term business sustainability. This combination
equips companies not only to weather economic shocks but also to thrive by cultivating adaptability and
strategic foresight (Mardiyati et al., 2024).

CONCLUSION

The global economic crisis triggered by the COVID-19 pandemic and ongoing geopolitical tensions
has had a profound impact on financial management practices across Indonesian businesses, including both
large enterprises and small-to-medium enterprises (SMEs). The consequences are evident not only in the
declining consumer purchasing power and disrupted global supply chains but also in increased pressure on
cash flows, income stability, and soaring operational costs. As a result, companies are compelled to adopt
adaptive strategies to sustain operations and enhance financial resilience.

Initial responses often involved cost-saving measures and budget control, such as cutting non
essential expenditures, rescheduling capital investments, and maximizing resource utilization. Firms that
have managed to remain stable commonly pursued portfolio diversification and maintained liquidity through
easily accessible assets. These approaches have proven effective in absorbing financial shocks during times
of revenue volatility.

Furthermore, the crisis has accelerated the digital transformation of financial operations. Many
companies began incorporating financial technologies (FinTech) to streamline transaction recording,
implement real time reporting systems, and utilize digital payment platforms. This shift not only boosted
operational efficiency but also supported data-driven financial decision-making.
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Risk management and contingency planning have also become increasingly critical. Companies with
well-structured risk mitigation frameworks such as strong working capital structures, diversified supply
chains, and financial safeguards like business insurance have demonstrated greater stability and faster
recovery in the face of economic uncertainty.

In conclusion, the global crisis has underscored the vital importance of developing flexible,
technology-driven, and forward-thinking financial strategies. Businesses must go beyond merely surviving
and instead focus on building robust financial management systems that can withstand ongoing economic
fluctuations.
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