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Abstract

In order to combat the disruption caused by COVID-19, it is
essential for the company's operations to implement flexibility
and responsiveness in their work. In this study, the researchers
will investigate the effect of these two variables on the financial
performance of the company. The current study evaluates the
data obtained from 215 manufacturing companies in Malaysia.

813810 Johor Bahru, Malaysia.

i om0 The data is collected and analysed using PLS-SEM in order to

provide an in-depth look at the issue. The results show that
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making tough decisions, managers must be less rigid and more
flexible. Demand management, inventory management, supply
chain management, and operation management are some of the
things that call for flexibility and responsiveness. The business
will experience losses if they are unable to meet the demands of
the COVID-19 era and maintain business operations. Of course,
this will have an impact on the company’s financial performance.
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1. Introduction

The overall effectiveness of a supply chain depends on its best plan in managing its relationships with
buyers and suppliers and prediction, they will be will be around in the long run (Sharma, Luthra, Joshi, &
Kumar, 2022). In order to respond to the outbreak or any other disruptive occurrences, the company’s its
production system and supply chain must be highly resilient (Hosseini, Ivanov, & Dolgui, 2019). The
organization's service levels, profitability, and process of productivity are negatively impacted when stock 1is
limited delivery is delayed due to a pandemic (Dolgui, Ivanov, & Rozhkov, 2020; Dolgui, Ivanov, & Sokolov,
2018). Businesses must plan for pandemics as part of their resilience management processes if they have to
provide a comprehensive response and ensure that their most demanding products and services remain
operational (Ey Global, 2020). The global epidemic had an adverse effect on Malaysia's economy. This is
demonstrated by the fact that Malaysia's gross domestic product (GDP) dropped by 8.4% in the fourth quarter
of 2020, which was a larger drop than the 2.6% drop that occurred in the previous quarter. The gross domestic
product of Malaysia declined by 5.6% in 2020, which was higher than the 4.3% drop that it experienced in
2019. Last time in 2009 the economy of Malaysia , fell by 1.5%, marking its lowest level since 1998 (-7.4
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percent) (Department of Statistics Malaysia, 2020). As a result of the COVID-19 epidemic, production has
been hampered, which will have a negative impact on Malaysia's position in the global supply chain as a hub
for automotive components, which generates 3.7 billion Malaysian ringgit (RM) in export revenue. The
economy is in threat of being jeopardized.

Changes in demand that are difficult to anticipate have an adverse effect on supply chains, which
introduces ambiguity and uncertainty into forecasting and decision-making processes (Gunessee &
Subramanian, 2020).The prices of products are rising because of this uncertainty. . The prices of the expensive
items have risen dramatically, while the prices of the cheap items have dropped significantly (De Paulo Farias
& De Aratjo, 2020). In addition, COVID-19 had an effect on the pattern of consumers' purchasing attitude for
both essential and non-essential products (Mollenkopf, Ozanne, & Stolze, 2020). Companies must adequately
plan for raw resources and manage their suppliers. Company's direct suppliers must not be overseas but, the
vast majority of its tier 2 and tier 8 suppliers should be located in different cities. As a result, multinational
suppliers have halted operations as they struggle with lockdown-related limitations in their homeland. As a
result of these disruptions, short- and long-term real-time forecasts of the pandemic and its impact on the
supply chain have become managerial and policy-making requirements (Nikolopoulos, Punia, Schifers,
Tsinopoulos, & Vasilakis, 2021).

Businesses are extending their supply chains in order to address the problems caused by the COVID-19
pandemic. They are doing this with more flexibility and responsiveness to their operations as well as by
working collaboratively with partners whose complementary capabilities can offer a competitive advantage to
the entire corporate network (Badraoui, Van der Vorst, & Boulaksil, 2020). Ramanathan, Gunasekaran, and
Subramanian (2011) emphasised that adaptability, which includes both flexibility and responsiveness, is
synonymous with the supply chain's capacity to adjust in new circumstances. This study aims to assess the
relationship between flexibility and responsiveness in financial performance of Malaysian manufacturing
companies during and after COVID-19. The research was carried out in order to fulfil this objective.

2. Literature Review
2.1. Flexibility

The COVID-19 epidemic has caused havoc to markets all around the world, and many companies have
come across a variety of supply chain challenges. According to Sarkis, Cohen, Dewick, and Schréder (2020) as
a result of regulations and shelter-in-place orders, organizations that rely on transoceanic shipping, air travel,
and land transportation must now deal with halts in operations and delays in shipments. Furthermore, the
need for supply chain integration has grown a lot because the global economy is getting bigger and now
people want better customer service (Van der Vaart & Van Donk, 2008) in making supply chain integration a
critical component and it is good in achieving organizational performance objectives. The ability to adapt
these changes effectively with available resources is measured by flexibility (Ramanathan et al, 2011).
Uncertainty in the form of market demand, supplier lead time, product quality, and information delay are all
examples of factors that call for a flexible structure (Giannoccaro, Pontrantrandolfo, & Scozzi, 2003). Supply
chains that are able to adapt to these changes, preferably more effective than their competitors, will have a
competitive advantage over their competitors (Wang et al., 2019). Flexibility in supply and demand can be
increased through enhancing a company's responsiveness, which in turn boosts the company's ability to
overcome supply chain difficulties. According to Erboz, Yumurtaci Hiiseyinoglu, and Szegedi (2021) flexibility
can be measured according to the company’s ability to respond to the periods of low manufacturing
performance, demand changes, supplier and delivery performance during pandemic.

2.2. Responsiveness

Technological advancements assist the networks that make up supply chains today and they face the
challenge of becoming more flexible in expanding consumer demand. This issue is being driven by competitive
pressures. If a company is unable to adjust according to the changes in the market it improves its performance
through its own efforts, it will find it more difficult to attain profitability (Wu, Yeniyurt, Kim, & Cavusgil,
2006). The capacity of a business to respond swiftly towards unpredictable market demand that employ
strategic resources to find and capitalize the market opportunities and those are characterized as
responsiveness (Zhang, Zhao, Lyles, & Guo, 2015). The concept of supply chain responsiveness implies that a
firm's ability of response is dependent not only on the capabilities of the company itself, but also dependent
on those companies with which it collaborates in its supply chain (Ramanathan et al., 2011). Therefore, rather
than relying on the efforts of a single form, the entire supply chain must work together to perform better
according to the needs of customers and the environment (Mentzer et al., 2001). In fact, more efficient
production methods make it possible to reduce the amount of time which is required in providing service or
product. Shorter lead times, dependable service, rapid reaction, and flexibility are all guaranteed by a supply
chain that is responsive (Gorane & Kant, 2017; UEKI, 2013). Supply chains cannot compete successfully on a
global scale because they can't change quickly enough to meet the changing needs of customers (Singh &
Sharma, 2014). According to Singhry and Abd Rahman (2019), the company and its suppliers, customers
need to collaborate in order to increase the accuracy of the forecast and they produce joint sales predictions for
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replenishing during the course of a pandemic. In addition, the company is able to rely on its suppliers because
they provide data regarding market forecasts and information related to planning.

2.8. Company’s Financial Performance

The COVID-19 pandemic had an impact on those companies that are negatively influencing stock prices,
cash flows, asset management, inventory management, operating costs that are resulting in worse
performance and even some bankruptcies (Xu & Jin, 2022). According to Price (1997), the term "economic
performance” refers to the financial viability of a company to which it is successful in meeting its economic
goals. It is relevant, among other things, to the possibility that the economy will continue to function
normally well into the foreseeable future for the sake of succeeding generations. It focuses on the economic
value that the company brings to the system that benefits future generations (Alhaddi, 2015). A company's
financial performance is judged by a number of other metrics, such as return on assets (ROA), return on
investments (ROI), gross margin, sales volume, sales growth, market share, profitability ratio, and stock
prices. (Amah & Nwuche, 2013; Borchert, 2008; Hafidzi & Qomariah, 2020; Heikal, Khaddafi, & Ummah, 2014
Masters, Anwar, Collins, Cookson, & Capewell, 2017).

2.4. Research Framework

The hypotheses of this research that presented in Figure 1 will be the basis for the research framework
that is developed. Two hypotheses are drawn based on this framework. They are as follows:

H1: Flexibility positively influences a company's financial performance during the COVID-19 pandemic.

H2: Responsiveness positively influences a company's financial performance during the COVID-19 pandemic.

FLX1

FLX2 Q

Flexibility

Financial
performance

Responsiveness

Figure 1. Proposed research framework.

3. Research Methodology

Quantitative research was conducted for this study. The number of 250 questionnaires were sent out to the
managers of manufacturing companies in Malaysia, which were the respondents in this survey. Only 215 out
of 250 responses have been received and screened that gives us an overall response rate of 86%. There are two
different variables, each of them with their individual set of questions consisting of six items as shown in Table
1. On the other hand, the financial performance of the company serves as the dependent variable and there are
also six questions concerning it. 5point Likert scale is used in this survey.

Table 1. The constructs and total of items.

Constructs Total of items Sources

Flexibility 6 (Erboz et al., 2021; Singhry & Abd Rahman, 2019)
Responsiveness 6 (Baah, Agyeman, et al., 2021; Singhry & Abd Rahman, 2019)
Company’s financial 6 (Ajmal, Khan, Shad, AlKatheeri, & Jabeen, 2021; Baah,
performance Acquah, & Ofori, 2021)
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4. Results

The analysis of the research was carried out using Smart PLS 8.0, which involved a partial least squares
(PLS) analysis. During this research process and model's analysis, first the model's reliability and validity were
tested., and the Structural Equation Model (SEM) was applied to test the research hypotheses.

4.1. Measurement Model

In this study, PLS-SEM analysis was used for measurement model. In order to acquire the results of
measurement model for this investigation, the PLS-SEM analysis was utilized. Figure 2 depicts the
measurement model assessment, which includes two independent variables, named as flexibility and
responsiveness, and one independent variable that includes the company’s financial performance.

N
FLX2 0.810
0.806 \_
e 0.847 —
0.891—
FLX4 S EP1

Flexibility EP2

NG Finanacial EPS5
RES2 ’\0.763 performance ~
0.881 N m
0.895 —
[Cress [ oan—
0.832
RESS 5)160 Responsiveness

Figure 2. Internal consistency reliability.

For the purpose of determining whether or not there is internal consistency, this study makes use of
composite reliability to determine the internal consistency. Ratings of composite reliability should be
considered acceptable if they are greater than or equal to 0.60 or fall between 0.70 and 0.90 (Leguina, 2015). In
the analysis of the composite reliability, a cut-oft value of 0.70 or greater than it was applied to determine the
good convergent or internal consistency. According to Hair, Black, Babin, Anderson, and Tatham (2006) the
value of this statistic must be greater than 0.70 in order to determine whether the constructs are reliable.
Table 2 displays the values of composite reliability as well as Cronbach's alpha for each individual construct
that was investigated in this study.

Table 2. Internal consistency reliability result.

Constructs Cronbach’s alpha Composite reliability
Flexibility 0.915 0.934
Responsiveness 0.914 0.933
Financial performance 0.956 0.966

4.2. Convergent Validity Assessment

In addition, convergent validity was investigated in this study to establish the validity of that one item
which measures other similar constructs. The outer loading assessment, the composite reliability (CR), and the
average variance extracted (AVE) are the three tests that can be utilized to demonstrate convergent validity
analysis. According to Hair, Risher, Sarstedt, and Ringle (2019), it is required that the outer loading values
must be greater than 0.708. Both AVE and CR need to have values that are higher than 0.5, and CR needs to
be higher than 0.7. Table 3 provided a summary of the results regarding the outer loadings, CR, and AVE. In
terms of outer loadings, every component was greater than 0.708.The outcomes show that nothing is
removed from the list. Because the composite reliability (CR) is higher than 0.7, this indicates that all of the
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items had a satisfactory level of reliability. All of these values obtained for each construct of AVE were within
the range of' 0.701 and 0.825, which indicates that all of the values are higher than AVE's minimum value.

Table 3. Convergent validity result.

Constructs Items Loading Composite reliability AVE
Flex1 0.81
Flexibility Flex2 0.806 0.934 0.702
Flexs 0.847
Flex4 0.891
Flexs 0.85%
Flex6 0.817
Res1 0.763
Responsiveness Res2 0.881 0.983 0.701
Ress 0.895
Res4 0.88
Ress 0.832
Res6 0.76
EP1 0.932
Financial performance EP2 0.923 0.966 0.825
EPs 0.939
EP4 0.951
EPs 0.936
EP6 0.754

Note: Flex (Flexibility); Res (Responsiveness); EP (Financial performance).

4.3. Discriminant Validity

A set of indicators' discriminant validity is examined to confirm the distinction across constructs (Hair et
al., 2019). It determines whether there is any overlap in the correlations between the measurements and also
confirms that the researched constructs are actually separate from one another. Fornell and Larcker's criteria
and the heterotrait monotrait ratio (HTMT) were used in this study for the analysis which determines the
discriminant validity.

The Fornell and Larcker criteria is analytical model that contrasts the correlations between latent
variables and the square root of the AVE value. The value should be greater than the value of any other
construct (Afthanorhan, Ghazali, & Rashid, 2021). The evaluation is based on the idea that a construct differs
more from other constructs' indicators than it does from its own indicators. According to Table 4, the Fornell-
Larcker's criterion had appropriate discriminant validity because each construct's correlation value was higher
than that of other constructs.

Table 4. Findings of Fornell-Larcker's criterion

Constructs Economy performance | Flexibility | Responsiveness
Economy performance 0.908

Flexibility 0.351 0.838

Responsiveness 0.349 0.643 0.837

The HTMT number needs to be less than 0.9 (Gold, Malhotra, & Segars, 2001). The projected result
should be less than 1 because a score closer to 1 implies a lack of discriminant validity (Hair et al., 2019). The
value of HTMT was below the value of 0.9 cut-off in Table 5, that is demonstrating the criteria for
discriminant validity had been satisfied.

Table 5. HTMT result.

Constructs Economy performance | Flexibility | Responsiveness
Economy performance - - -
Flexibility 0.367 - -
Responsiveness 0.37 0.711 -

4.4. Hypotheses Testing

In order to study the path coefficient, 5000 bootstrap samples were chosen for a one-tailed test with a
significance level of 0.05 for structural model analysis (Hair et al., 2019). The link between the independent
variable (flexibility and responsiveness) and the dependent variable (financial performance) was examined
using the bootstrapping approach. One-tailed t-tests have critical values of 1.645 at the 5% significance level.
The hypothesis is accepted if the t-value is greater than 1.64 with a 5% threshold of significance. At p<0.05,
the significance level was established (Hair et al., 2019).
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Table 6. Result of significance testing.

Relationship g Standard T- P- Decision
deviation value value
(STDEV)
Flexibility = Financial performance 0.215 0.1 2.155 0.014 | Accepted
Responsiveness 2 Financial performance | 0.211 0.091 2.311 0.01 Accepted

Note: One-tailed test, significant at t > 1.65, p < 0.05.

The study that was conducted to look into the direct links that were reported in the first section of the test
for statistical significance. This structural model identifies two direct relationships between flexibility and
financial performance, as well as responsiveness and financial performance. Table 6 lists all of the significance
test results for this structural model.

. The t-values in the results are greater than 1.645, thus the relationships are significant. Moreover, the p-
values are significant because they are lower than 0.05. The hypothesis is accepted based on the research
objectives

5. Discussion

The hypothetical results in Table 6 show that the financial performance of a company is better when its
operations are flexible and responsive especially during COVID-19 pandemic. In this particular research, the
financial performance of the organisation was evaluated using the metrics of both its flexibility and its
responsiveness during the COVID-19 pandemic. The concept of supply chain responsiveness implies that a
firm's ability to remain responsive is dependent not only on the capabilities of the company itself, but also on
those of the companies with which it collaborates in its supply chain (Ramanathan et al., 2011). The term
"flexibility" is used to describe a supply chain's ability which respond to both short-term shifts in demand and
supply as well as other external disturbances such as COVID-19 outbreaks and longer-term strategic and
structural shifts in the environment in which it operates (Dolgui et al., 2020; Whitten, Green Jr, & Zelbst,
2012). The variables contribute to the construction of a better forecasting horizon, which helps to minimise
uncertainty and enables a more flexible supply chain, which is necessary for responding to unexpected shifts in
demand, such as those that occurred during COVID-19 outbreaks (Dolgui et al., 2020). This argument was
backed by Queiroz, Ivanov, Dolgui, and Fosso Wamba (2022) who stated that the high responsiveness of
collaborative planning enables a corporation to handle the frequent changes and disruptions produced by
COVID-19 and to respond rapidly to new orders. The research undertaken by Kazancoglu, Ozbiltekin-Pala,
Mangla, Kazancoglu, and Jabeen (2022) demonstrates that flexibility and responsiveness are crucial for supply
chain resilience and corporate sustainability.

6. Conclusion

As a result of the COVID-19 outbreak in Malaysia, business owners and executives have to act swiftly and
make crucial decisions. The long-term effects of a decision like decreasing production in industry or even
temporarily shutting down operations might not be obvious at first. Companies' bottom lines would be
affected as a result of the government's lockdown policy or order. Businesses also need to be prepared for the
unexpected emergency and they should have a scalable plan. Because of this, it is crucial that the company's
operations should be flexible and responsive, especially when it comes to supply chain management.
Customers' uncertain demand during the COVID-19 pandemic compelled businesses to come up with quick
and effective solutions. A company's capacity to survive also depends on planning changes, particularly those
that affect supply chain management and production operations. When making tough decisions, managers
must be less rigid and more flexible. Demand management, inventory management, supply chain management,
and operation management are some of the things that call for flexibility and responsiveness. The business
will experience losses if they are unable to meet the demands of the COVID-19 pandemic and maintain
business operations. Of course, this will have an impact on the business's financial performance. During this
time of economic turmoil, this paper can act as a guide for business managers to help them to increase their
company's profitability and reduce the strain on their cash flow. It also enables governmental policymakers to
implement preferential policies to aid manufacturing enterprises that lighten their financial burdens. Both of
these benefits are extremely beneficial. The limitation of this study is that it is only restricted to Malaysia.
Therefore, this study is expected to be implemented in other countries for future studies. This study can also
be carried out in fields other than manufacturing, such as the service industry or construction.
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