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Fig.1. Conceptual Framework

The dimensional factors as per Fig. 1 consist of credit policy, receivables management,
payables management and inventory control are discussed to gain better understanding.
The conceptual framework has been referred to ensure the research carried out are guided
in line with the research objective; summarizing dependent and independent variables,
and their relationship to verify the hypothesis.

3. RESEARCH METHODOLOGY

This research was carried out by using quantitative approach which testing only two point
of variables; independent and dependent. As per figure 1, dimensional factors have been
tested to identify their significance one the dependent variables, firm performance;
profitability and liquidity. Quantitative research usually used deductive logic, in which
researchers start with hypotheses and then collect data which can be used to determine
whether empirical evidence to support that hypothesis exists (Quantitative Research
Approach, 2019).

3.1. RESEARCH DESIGN: QUANTITATIVE APPROACH

Research design as per Fig. 2 is the main structure in the research which replicate the input
achieved from the observation of data collected and analyzed from the experience gain,
the understanding achieved and communication conversed with interviewee from
interview or from respondent from answered questionnaire.

The technique includes metrics, benchmarks, simulators, and prototypes. Main benefit of
guantitative approaches is that they typically yield hard facts such as concrete quantities
(Eeles et al., 2014)
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Fig. 2. Research Design

3.2. SAMPLING PLAN

The research area currently focusing in southern state of Malaysia, Johor in which
according to the Federation of Malaysian Manufacturers (FMM) Johor Branch (FMM, 2019),
they representing 420 leading manufacturing and service companies in the State.

From the population of 420 manufacturing organization in Johor, the research expecting
according to Krejcie and Morgan table; 217 respondents. Link to the online survey has been
forwarded to Ms.Sim Biow Siong, representative for Federation of Malaysian Manufacturers
(FMM) to get their help distribute the links to their respective members. However,
unregistered members also have been approached directly through their sales
department. Unfortunately, due to time constraint and topic sensitivity, the numbers of 217
respondents unachievable. Therefore, the number has been reduced to a minimum 30
respondents.

According to StatisticsSolution.com (2019), sample size calculation is concerned with how
much data we require to make a correct decision on particular research. It is further
explained that if we have more data, our decision will be more accurate and there will be
less error of the parameter estimate. However, it does not necessarily mean best in sample
size calculation. If comparing the means of two populations as example; if the sample size
is less than 30, t-test were normally used. However, if the sample size is greater than 30, z-
test shall be used. If the population size is small, bigger sample size required, and if the
population is large, smaller sample size required compared to the smaller population.

Minimum 30 samples have been used in this research to get a minimum confidence
interval highlighted by Marshall (2019) that the equation for a 95% Confidence Interval for
the population mean when the population standard deviation is unknown and the sample
size is large, over 30. He added, if the sample size larger, the more likely a significant on the
result. However, for a smaller sample size, it may bring a huge difference to conclude a
significant difference. For a large sample sizes, small differences may be significant but
verification is required if the difference is meaningful.
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Table 5. The Frequency and Percentage of Education

Education No of Respondents Percentage (%)
Certificate 1 29
Diploma 7 20.0
Bachelor Degree 17 48.6
Master/PhD 10 286
Total 35 100.0

Education Certificate, 1

Diploma, 7

Master/phD, 10

Bachelor
Degree, 17

= Certificate Diploma Bachelor Degree Master/phD

Fig. 4. The Percentage of Education

4.2.3. Years in Manufacturing Industry

Since the topic of this research is specific on manufacturer, it is crucial to understand if
number of respondents have sufficient experience in this industry and also to indicate
group of professionals who involves with credit management decisions. However, the
factor may not influence directly but the percentage group of respondents may represent
majority of involvement related to the topic. The table 6 and fig. 5, shows the majority of
respondents were from the group of professionals who have more than 10 years of
experience in manufacturing which leads to the maturity level to decide on credit policy
within an organization. According to BankNegaraMalaysia (2019) in their Guidelines on Best
Practices for the Management of Credit Risk for Development Financial Institutions (DFI),
the credit approving function should be performed by full-time executive personnel or a
committee comprising as such. Although not involved in the approval process, the Board
has the veto power to reject credits or modify the terms of credits which have been
approved by the DFI's executive body/credit personnel should the majority of the Board be
of the opinion that the loan/financing would expose the DFI to undue excessive risk. It is
explained that the decision on credit required experienced personnel to protect from credit
risk.

However, professional who within 6 to 9 years of working experience reflected the lowest
respondents. It was concluded that there is high possibility of this group moved to new
industry after 5 years of working experience. According to Ryan (2016), at least every three
to five years' people will move to new industry; to grow and advance in career. The
statement was depending on culture or working environment in the country itself. If we
considering the level of position, 5 years would be sufficient to stay in one same industry.
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Ryan (2016} also highlighted that in some companies they won't hire people who have
short-term jobs; jobs that lasted two or three years on their resumes. She reminded that
this is not a problem. It depending on the culture the organization practiced.

Table 6. The Frequency and Percentage of Years in Manufacturing Industry

Years in Manufacturing Industry No of Respondents Percentage (%)
Less than 2 years 6 171

3to5years 10 28.6

6 to9years 4 N4

Above 10 years 15 429

Total 35 100.0

Years in Manufacturing Industry

Above 10
years, 15

3to 5 years,
10

6t09
years, 4

= Less than 2 years 3to 5 years 6to 9 years Above 10 years

Fig. 5. The Percentage of the Years in Manufacturing Industry

4.2.4. Corporate position

The data in Table 7 and Fig. 6, below shows that most of the respondents are the manager
with the number of respondents of 21, 60%. Followed by the position of executive with 10
respondents, 28.6%. Both of corporate position of non-executive and ‘C’' suites are the
lowest with 2 number of respondents each, 5.7%. Normally, group of managers involved in
managing the people, process and policy of an organization. They are the decision makers
in daily operation who understand the requirement and benefits of credit policy. If the
majority come from lower level, the possibility of inaccuracy on conducting this research is
very high. Source from Bank Negara Malaysia (2019) in their Guidelines on Best Practices
for the Management of Credit Risk for DFI, the qualified individuals to decide on credit is
executive an above who again will be monitor by upper management or board of director;
who have the authority to reject or expand.

Table 7. The Frequency and Percentage of Corporate Position

Corporate Position No of Respondents Percentage (%)
Non-executive 2 57

Executive 10 286

Manager 21 60.0

‘C’ suite 2 57

Total 35 100.0
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. Corporate Position
C’ suite, 2 Non-executive, 2

Executive

Manager, 21 10

= Non-executive = Executive = Manager = ‘C’ suite

Fig. 6. The Percentage of Corporate Position

4.2.5. Years of Firm has been operating

In some organizations, the management maturity is very important to develop processes
and procedures. It set a boundary between the firm and their vendors or their customers.
It reflects the direction of the organization towards their annual objectives. Oliveira et al.
(2011) explained that the concept of process maturity derives from the understanding that
processes have life cycles or developmental stages that can be clearly defined, managed,
measured and controlled throughout time. From the data analyzed, Table 8 and Fig. 7
below shows the majority of respondents were from group of firms that have been
operating more than 11 years; participated by professional who working for an organization
which is stable and understand the best requirement of credit policy for their organization.

Table 8. The Frequency and Percentage of Years of Firm Has Been Operating

Years of Firm Has Been Operating No of Respondents Percentage (%)
Less than a year 1 29

Tto 5years 6 171

6 to 10 years 6 171

More than 11 years 22 62.9

Total 35 100.0

Years of Firm Has Been Operating
Less than a year, 1

110 5 years, 6

6to 10
More than 11 years, 6
years, 22

= |ess than a year 1to 5 years 6 to 10 years More than 11 years

Fig. 7. The Percentage of Years of Firm Has Been Operating

4.2.6. Number of workers

The number of workers was identified to measure the size of respondent’s organization. It
represents the operating cost, the way they control their credit management and how they
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decide and enforce their credit policy. From the Table 9 and Fig. 8 shows below, it is
observed that the majority of the respondents are coming from group of organization
which have standard average of manufacturing workers between 101 to 300 workers.

Table 9. The Frequency and Percentage of Number of Workers

Number of Workers No of Respondents Percentage (%)
Less than 50 10 286

50 to 100 3 8.6

101 to 300 14 40.0

More than 300 8 229

Total 35 100.0

Number of Workers

More than 300,
8

101 to 300, 14
50 to 100, 3

= |_ess than 50 50 to 100 101 to 300 More than 300

Fig. 8. The Percentage of Number of Workers

4.2.7. Structure and System of Firms

Multi-national, regional operation or any conglomerate company normally practice
different standard of policy. Some may have same standard one policy. The structure of
organization would be depending on the system of the organization itself. Therefore, the
structure of the firm differentiates the practice of credit policy in organization with another.
Table 10 and Fig. 9 shows that most of the respondents are working in divisional company
with 19 respondents, 54.3%. Followed by 9 functional companies, 25.7% and 7 simple
companies, 20% accordingly. None of the respondents that came from matrix structure of

firm.

Table 10. The Frequency and Percentage of Structure System of Firm

Structure System of Firm No of Respondents Percentage (%)
Simple 7 20.0

Functional 9 257

Divisional 19 543

Matrix 0] 0]

Total 35 100.0
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Table 22. Multiple Regression Analysis Result (ANOVA)

Model Sum of Squares df Mean Square F Sig.
1 Regression 153223 4 38.306 5216 .003P
Residual 220.320 30 7.344
Total 373543 34

a. Dependent Variable: FP, b. Predictors: (Constant), IC, PM, CS, RM

Table 23. Multiple Regression Analysis Result (Coefficients)

Unstandardized Coefficients Standardized Coefficients
Model t Sig.
B Std. Error B
1 (Constant) 6.928 3727 1.859 .073
CS .098 122 145 799 431
RM .089 130 142 684 499
PM 238 109 376 2176 .038
IC 179 167 189 1.071 293

a. Dependent Variable: FP

4.8. RELATIONSHIP BETWEEN CREDIT STRUCTURE AND FIRM PERFORMANCE

As shown in Table 23, credit structure is not significant impact on firm's performance (p
=0.145, t-value = 0.799, P > 0.05). This means that credit structure is not influencing the firm's
performance. The hypothesis of H1 developed the credit policy has a significantly impact
on firm’s performance which contra with the gained result. Hence, H1 against the
hyposthesis thus rejected; not significant.

4.9. RELATIONSHIP BETWEEN RECEIVABLES MANAGEMENT AND FIRM PERFORMANCE

As shown in Table 23, receivables management is not significant impact on firm’'s
performance (g =0.142, t-value = 0.684, P > 0.05). This indicates that receivable management
is not affecting the firm’s performance. Hence, H2 against the hyposthesis thus rejected,;
not significant.

4.10. RELATIONSHIP BETWEEN PAYABLES MANAGEMENT AND FIRM PERFORMANCE

As shown in Table 23, payable management is significant impact on firm's performance (B
=0.376, t-value = 2.176, P < 0.05). This means that payable management strongly influencing
the firm’s performance. Hence, H3 is accepted; significant.

4.11. RELATIONSHIP BETWEEN INVENTORY CONTROL AND FIRM PERFORMANCE

As shown in Table 23, inventory control is not significant impact on firm’'s performance (B
=0.189, t-value = 1.071, P > 0.05). This means that inventory control is not influencing the
firm’s performance. The hypothesis of H4 suggested that inventory control has a
significantly impact on firm’'s performance but it does not support the result. Hence, H4
against the hyposthesis thus rejected; not significant.
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