
Why do you think financial management is critical for the success of an organization, and how might poor financial decisions impact a company’s long-term performance?"

Why Financial Management is Critical: Financial management ensures efficient resource allocation, supports profitability, manages risks, and provides the data needed for strategic decision-making, ensuring long-term sustainability.
Impact of Poor Financial Decisions: Poor financial decisions can lead to liquidity problems, bankruptcy, damaged reputation, missed opportunities, and higher costs, ultimately harming the company's viability and growth.

























Understand financial management objectives (profitability, liquidity, risk management) and decision-making influenced by the financial environment.

Instructions:
1. Set the Scene:
· Divide the class into small groups 
· Finance Manager: Responsible for the decision.
· Shareholder Representative: Focused on maximising returns.
· Risk Officer: Concerned about minimising risk.
· Economic Analyst: Focused on external factors (interest rates, market trends).
2. Scenario:
"Your company has £1 million to invest. You have three options:
1. Build a new factory (high profitability but high risk).
2. Invest in government bonds (low risk but low returns).
3. Expand marketing efforts for existing products (moderate risk and returns).
Which option should the company choose?"*
3. Group Discussion (10 Minutes):
· Each role advocates their perspective based on financial objectives and the environment.
· The group must agree on a final decision and prepare to present their reasoning.
4. Group Presentations (2–3 Minutes Each):
· Each group explains their decision and the role of financial objectives in making it.

Answer Guide:
· Option 1: Build a New Factory
· Advantages: High profitability in the long term, supports company growth, expands production capacity.
· Disadvantages: High upfront costs, higher financial and operational risk, longer time to see returns.
· Option 2: Invest in Government Bonds
· Advantages: Safe and stable returns, minimal risk, provides security and stability for the company.
· Disadvantages: Low profitability, may not meet growth objectives, limited potential for high returns.
· Option 3: Expand Marketing Efforts
· Advantages: Moderate risk, potential for increased sales and profitability, relatively quick returns.
· Disadvantages: No guaranteed returns, depends on market demand, may not generate the same long-term growth as other options.

Conclusion:
· The final decision depends on the company’s priorities:
· High growth potential: Build the factory.
· Safety and stability: Invest in bonds.
· Balanced approach: Expand marketing.

