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ABSTRACT 

Purpose: This study maps the intellectual landscape and the evolution of the literature on 
financial flexibility. By examining thematic clusters, trends, and recent crisis-driven 
developments, this research emphasizes the multidimensional impact of financial flexibility on 
organizational performance, strategic decision-making, and resilience. 

Methodology: A bibliometric analysis was conducted using the Crossref database and visualized 
in VOSviewer. The study used network, overlay, and density visualization to determine thematic 
structures, temporal developments, and intensity of research. 

Findings: The results present seven thematic clusters of financial flexibility research: 
foundational finance; crisis-based flexibility; strategic and organizational dimensions; macro 
and policy implications; cognitive flexibility and behavioral finance; governance and 
moderating impacts; and payout policy-based flexibility. 

Implications: Managers must balance liquidity retention and disciplined investment, 
integrate risk management practices, and rely on governance structures that preclude 
wasteful slack building. Regulatory policies are also needed to increase liquidity support, 
facilitate financing, and enhance corporate governance. 

Originality: The paper contributes inclusive bibliometric mappings of literature on financial 
flexibility. By combining thematic clusters, temporal analysis, and density analysis, it describes 
the intellectual trajectory of the concept, identifies research hotspots, and outlines future 
potential. 

Limitations and directions for future research: The study is limited to Crossref-indexed 
literature and thus does not reflect the full literature spanned across databases. The future 
study should include a broader range of bibliographic sources and explore cross-disciplinary 
contexts, including cognitive and behavioral dimensions. 
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INTRODUCTION 

Financial flexibility has increasingly become a core 
theme in corporate finance, underscoring its key role in 
enabling entities to adapt, survive, and prosper in times 
of uncertainty. Overall, financial flexibility is characterized 
as the ability of firms to access and redeploy financing 
in response to changing environments, enabling them 
to benefit from investment opportunities and blunt 
economic shocks (DeAngelo & DeAngelo, 2007; Arslan-
Ayaydin et al., 2014). More recently, the topic has 
received particular focus following the global financial 
crisis (Bancel & Mittoo, 2011; Arslan-Ayaydin et al., 
2014) and the COVID-19 pandemic, as corporations 
exhibiting more financial flexibility demonstrated 
superior resilience and performance (Fahlenbrach et al., 
2021; Wu et al., 2024; Nguyen & Dang, 2023). As such, 
financial flexibility is not merely theoretical but also of 
substantial practical value for corporate financial 
decision-making and long-term sustainability. 

Despite the growing academic interest, the existing 
body of literature on financial flexibility is marked by a 
dispersion of perspectives. Some of the researchers 
narrowly define it in connection with debt capacity 
(Marchica & Mura, 2010) and liquidity reserves (Denis, 
2011), while others emphasize its role in sustaining 
innovation (Hao et al., 2022), strategic capability 
building (Arbogast & Kumar, 2018), and capital structure 
decision (Byoun, 2011). Broad-based interpretations 
include organizational flexibility and managerial 
perceptions, conceptualizing financial flexibility as a 
behavioral construct integral to corporate decision-
making (Duho, 2021; El Shafei et al., 2022; Hunjra et al., 
2024). Such conceptual divergence has created 
definitional ambiguities, thereby hampering the 
comparability of results and hindering the derivation of 
a united theoretical model. 

The fragmented nature of this research is also expressed 
in the study of financial flexibility in the face of crisis. 
Studies from the COVID-19 era set forth its role in 
business resilience (Wu et al., 2024; Nguyen & Dang, 
2023). However, most of the contributions remain 
largely specific. Likewise, earlier research explored its 
impact on firm investment (Cherkasova & Kuzmin, 2018) 
and payout policy (DeAngelo & DeAngelo, 2007), but 
such studies rarely come together in an integrated view. 
Therefore, the literature provides a fragmented set of 
the intellectual structure, historical evolution, and 
thematic evolution of the field. 

To fill the void, the current study conducts an extensive 

bibliometric analysis of the financial flexibility literature. 
Specifically, it attempts to chart the intellectual map of 
literature by applying co-occurrence and clustering 
methods, detecting prevailing and nascent themes of 
financial flexibility, and tracing the field's trajectory 
against global financial crises and market dynamics. 
Thus, the study not only integrates fractured bits of 
information but also identifies previously invisible paths 
of future scholarly endeavors. Hence, the paper presents 
a systematic roadmap for enhancing and expanding 
theoretical discussions and operational applications and 
places flexibility as a multi-faceted construct at the 
heart of modern financial management. 

LITERATURE REVIEW 

ESG Integration and Financial Performance 

The notion of financial flexibility has garnered increasing 
attention in the corporate finance literature, particularly 
as organizations face greater uncertainty and rapid 
fluctuations in their environments. As the firms’ ability 
to access and redeploy financing at minimal cost to 
pursue investment opportunities and contain associated 
risks (Gamba & Triantis, 2008), financial flexibility has 
been a key feature of value-maximizing approaches. 
Researchers have consistently underscored its 
contribution to boosting firm responsiveness by 
facilitating adequate liquidity, debt capacity, and the 
productive allocation of resources (Marchica & Mura, 
2010). The burgeoning literature on financial flexibility 
spotlights not only its role as a buffer against external 
shocks but also its enabling role in sustainable 
competitive advantage. 

One of the key areas of this study involves the 
interaction of financial flexibility and capital structure 
decisions. The traditional theories, such as the trade-off 
theory and the pecking order theory, have in the past 
provided insight into financing decisions on the balance 
of tax advantages, bankruptcy costs, and asymmetric 
information (Myers, 1984). Financial flexibility enhances 
these traditional theories by combining firms’ incentives 
to maintain borrowing capacity and retain liquidity for 
future needs (Byoun, 2011). Empirical research 
concludes that more flexible firms implement more 
conservative leverage practices and maintain cash 
reserves and unused credit lines as insurance against 
financial constraints (Denis & McKeon, 2012). Financial 
flexibility consequently supplements traditional capital 
structure theory by illustrating firms’ proactive 
adaptations in balancing risk and opportunity. 
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From a macro perspective, financial flexibility is closely 
linked to overall economic stability and exchange rate 
volatility. Countries with greater exchange rate 
flexibility tend to provide firms with additional room to 
maneuver in how they finance themselves, lessening 
their susceptibility to currency exposures and external 
shocks (Obstfeld et al., 2010), yet such advantages of 
flexibility depend heavily on the degree of financial 
sophistication. Moreover, exchange rate volatility 
severely disrupts productivity growth in economies with 
shallow credit markets, while financially developed 
systems are better equipped to absorb such shocks 
(Aghion et al., 2009). 

The significance of financial flexibility is most prominently 
highlighted during crisis period. Bancel & Mittoo (2011) 
suggest that financial flexibility provided protection to 
firms amid the 2008 crisis, affirming its function as both 
a strategic resource and a key factor of resilience. In 
addition, Arbogast & Kumar (2018) assert that financial 
flexibility acts not merely as a buffer but also as a 
strategic instrument that empowers firms to seize 
opportunities, particularly during downturns and at the 
nadir of industry cycles. However, this adaptive 
advantage waned once uncertainty crossed the 
threshold from a “reasonable” state into a “warning” 
territory (Hao et al., 2022). Nevertheless, Xiao et al. 
(2021) warn that excessive slack may encourage 
inefficient investments, highlighting the dual-natureed 
characteristic of financial flexibility as both a contributor 
to resilience and a potential catalyst for waste. 
Collectively, these viewpoints imply that the true value 
of financial flexibility lies in its judicious management, 
serving as an essential safeguard and strategic lever in 
turbulent circumstances, while simultaneously requiring 
governance discipline to avert its transformation into a 
source of inefficiency. 

Bibliometric studies of financial flexibility remain 
relatively few; yet, they have begun to define the scope 
of this literature. Correspondingly, Sreenivasulu & 
Mamilla (2024) provide a global view of the financial 
flexibility literature, but their reliance on Scopus and a 
restricted period of 2008–2022 exclude both prior 
theoretical contributions and the most recent 
developments. Likewise, Suciati et al. (2024) analyze the 
relationship of financial flexibility and firm performance 
across 266 publications from 1991 to 2023, but focus on 
selective databases and thereby largely limit the scope 
to indexed materials. While both studies underscore the 
rising salience of financial flexibility in corporate finance 
and strategic management, their limitations reinforce 

the need for a more comprehensive and updated 
approach. Addressing this gap, the present study uses 
Crossref, a broader, and more inclusive database. It 
adopts a temporal scope of 2000 to 2025, thereby 
inclusively embracing the evolution of financial 
flexibility from its early conceptualization, through its 
critical role in the 2008 financial crisis and the COVID-19 
pandemic, to its most recent developments. 

RESEARCH METHODOLOGY 

This study draws exclusively on Crossref, accessed 
through the Publish or Perish (PoP) program, as its 
primary bibliometric source. Compared to selective 
databases such as Scopus or Web of Science, Crossref 
provides broader coverage, therefore allows for the 
inclusion of established and emerging scholarly values. 
The timeframe considered falls between 2000 and 
2025, tracing the evolution of financial flexibility from its 
conceptual beginnings to its increased relevance amidst 
global crises like the 2008 financial crisis and the COVID-
19 pandemic, until the latest outputs of 2024 to 2025.  

The paper organized the literature search around the 
keyword “financial flexibility,” restricting it to English-
language publications to ensure comparability and ease 
subsequent bibliometric analysis. The author used a 
multi-stage cleaning process after retrieval to ensure 
that the final dataset reflected the whole body of 
literature on financial flexibility. At the first stage, it has 
excluded to prevent double-counting of articles listed 
multiple times. Second, only peer-reviewed journal 
articles, conference proceedings, and review articles 
were included, while book chapters, editorials, and non-
scholarly materials were excluded. At the third stage, 
irrelevant records were excluded by abstract screening. 
Lastly, the author excluded the incomplete entries 
without author, title, or year fields. This ensured that 
the final dataset reflected the whole body of literature 
on financial flexibility. The cleaned dataset was later 
imported into VOSviewer to perform co-occurrence 
analysis and visualize networks, overlays, and densities. 
The visual presentations helped detect thematic 
clusters, observe the temporal evolution of the 
research, and identify influential keywords. 

RESULTS AND DISCUSSION 

Descriptive Analysis 

The annual number of publications and citations on 
financial flexibility from 2000 to 2025 follows a clear 
upward trend, marked by several distinct phases, as 
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shown in Figure 1 below. During the early 2000s, the 
number of publications remained relatively low and 
steady, ranging from 5 to 11 articles per year, indicating 
that financial flexibility was still in its nascent stage of 
recognition in the corporate finance literature. From 
2007 onwards, a steady increase was observed, 
reflecting rising attention to the matter, particularly in 
the aftermath of the global financial crisis of 2008, with 
annual publications ranging from 28 to 41 papers. 
During this developmental period, a few landmark 
contributions were made, notably around 2014, as the 
numbers cited rose exponentially and exceeded 1,000. 
The trend suggests that seminal works published during 
the period provided theoretical underpinnings and 
shaped subsequent discourse on financial flexibility as 
an important determinant of firm value and resilience. 

Since the mid-2010s, the literature has made steady 
progress. Yearly output rose steadily, topping 69 in 
2017, and marked a broader scholarly interest in the 
notion throughout corporate finance and strategic 
management. Citations from the period were more 
evenly spread, indicating consistent uptake of the ideas 
without the clustering of seminal breakthroughs from 
before. This suggests a phase of consolidation, during 
which researchers elaborated on core theories by 
applying financial flexibility across various contexts, 
such as investment conduct, capital structure, and 
internationalization. 

The most significant increase was seen in the 2020s, 
during the COVID-19 pandemic. The number of 
publications jumped dramatically, from 68 in 2020 to a 
maximum of 123 in 2024, illustrating how systemic 
shocks have renewed attention toward financial 
flexibility as a resilience mechanism. Simultaneously, 
citations sharply rose in 2020, testifying to the 
immediate impact of work aimed at firms' liquidity and 
debt capacity in the context of crisis conditions. The 
period is characterized by both quantitative and 
qualitative increases in the literature, with rising links 
between flexibility and macroeconomic stability, 
governance, behavioral dynamics, and payout policy. 

The current years (2023–2025) continue to demonstrate 
a historically high number of publications with 
comparatively weak citation rates. This divergence is 
expected, given that newly published work takes time to 
flow and create scholarly influence. The significant spike 
in publications over these years indicates that financial 
flexibility has become a central and uniting theme in 
financial research, bridging its relevance across firm-

level strategy, macro policy, and governance frameworks. 

Figure 1: Evolution of Financial Flexibility Publications 

and Citations Over Time 

Source: Crossref, 2025 

Network Visualization 

The network visualization discovers that flexibility 
highlights its integrative function: connecting disparate 
topics of capital structure, dividend policies, crisis 
resilience, and the behavioral dimensions of decision-
making. The focal position also signals the cross-
disciplinary scope of the concept, including financial 
economics, strategic management, and organizational 
behavior. The map further identifies seven distinct 
thematic clusters, each corresponding to a particular 
dimension of literature development. The first cluster 
highlights the foundational role of research on financial 
flexibility. Research within this cluster focuses on capital 
structure, cash holdings, debt capacity, firm size, and 
profitability. The findings repeatedly establish that 
financial flexibility plays a central role in determining 
firm value and future growth potential, highlighting its 
role for long-run value creation (Gamba & Triantis, 
2008; Denis, 2011; Byoun, 2011). 
 

Figure 2: Network Visualization 

 
Source: VOSviewer, 2025 
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A second thematic cluster centered around the 
significance of flexibility amid systemic disruptions. 
Studies associated with this cluster indicate that 
organizations possessing greater liquidity and 
borrowing capacity exhibited enhanced resilience 
during crises such as the global financial crisis (Bancel & 
Mittoo, 2011) and the COVID-19 pandemic (Wu et al., 
2024). Nevertheless, the results also reveal the 
“flexibility paradox,” in which an overabundance of slack 
may lead to inefficient investment decisions, highlighting 
the dual nature of financial flexibility as both a 
mechanism for resilience and a potential catalyst of 
inefficiency (Xiao et al., 2021). This evidence underscores 
that the utility of financial flexibility amid systemic 
shocks is profoundly influenced by context, providing 
safeguards during economic downturns while also 
posing the risk of inefficiency due to resource 
overaccumulation. 

The third set of dimensions produces a relation between 
financial flexibility and organizational and strategic 
performance. Research findings indicate that financial 
slack facilitates business organizations in engaging in 
innovation (Hao et al., 2022), maintaining research and 
development (Feng et al., 2021), and enhancing strategic 
capabilities (Arbogast & Kumar, 2018). More than merely 
a financial buffer, flexibility functions as a capability that 
enables organizations to respond, compete, and endure 
environmental uncertainty. 

The fourth set of clusters includes macro-level perspectives, 
associating financial flexibility with exchange rate 
flexibility, systemic stability, and economic growth. 
HKIMR (2001) highlights that the benefits of exchange 
rate flexibility depend on underlying financial strength. 
In emerging economies with foreign currency liabilities, 
depreciation increases credit constraints and reduces 
output, making stability more appealing. Lee and Kim 
(2018) also explain that flexibility dampens growth in 
countries with limited financial openness while 
enhancing it in fully open economies. These findings 
suggest that exchange rate flexibility, like firm-level 
financial flexibility, is not beneficial per se but is context-
dependent, solidifying resilience only with the support 
of strong financial structures. 

A smaller but emerging fifth cluster focuses on the 
behavioral and perceptual dimensions of financial 
flexibility, including cognitive flexibility, cost, and share-
related outcomes. Research suggests that power 
enhances cognitive flexibility, subsequently reducing 
perceived risk and fostering risk-taking in financial 

options (Sekścińska et al., 2024). From a cost perspective, 
maintaining flexibility through at-the-market (ATM) 
equity offerings can create information opacity and 
agency conflicts, driving up capital costs and diluting 
shareholder value (Cashman et al., 2023). Analogously, 
payout flexibility through share repurchases carries 
hidden costs, as managerial discretion often translates 
into higher average repurchase prices and weaker long-
term value. Such costs have complex linkages with 
governance issues such as earnings management and 
managerial entrenchment, suggesting that payout 
flexibility generates negative consequences without 
stringent oversight (Bonaimé et al., 2016). Overall, these 
findings reveal that in this cluster, financial flexibility 
takes on a dual role, supporting adaptability but also 
generating governance-related costs with immediate 
implications for shareholders. 

The sixth cluster highlights the role of corporate 
governance in determining financial flexibility. Empirical 
literature supports the view that effective governance 
enhances flexibility by improving shareholder monitoring 
and reducing agency costs, whereas poor governance 
may limit its use (Islam, 2024). Other results suggest 
that governance plays a moderating role in the 
interaction between flexibility and performance (Wu et 
al., 2023), while also reducing the negative impact of 
poor-quality earnings on liquidity (Islam et al., 2022). 
Overall, these results place governance as the center of 
the decision whether financial flexibility is a value-
improving capability. 

Finally, the seventh subgroup focuses on payout policy, 
in which studies show that companies balance cash 
retention with dividend payouts to maintain operational 
flexibility. Empirical analysis finds that dividend 
increases coincide with favorable income shocks and 
low volatility, which lead to favorable valuation effects. 
Payout decreases, on the other hand, provide negative 
signals and can lower firm value (Lie, 2005). Therefore, 
managers rarely cut dividends, instead preserving 
commitments by reducing investment or increasing 
leverage (Daniel et al., 2007), indicating that payout 
stability not just reinforces investor faith but also 
constrains potential growth. In addition, hedging and 
payout policy act as substitutes: firms engaged in 
proactive risk management exhibit lower reliance on 
repurchasing stock to offset uncertainty, a pattern 
evident across both financial and nonfinancial 
companies (Bonaimé et al., 2014). Overall, these results 
suggest that financial flexibility goes beyond cash 
retention and arises from the interaction of payout 
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stability and risk management to cope with uncertainty, 
maintain credibility, and balance shareholder returns 
with investment needs. 
 

Cluster  
Representative 
Keywords 

Thematic 
Focus 

Cluster 1 
(Red) 

Capital structure, 
cash holding, debt, 
debt capacity, firm 
size, firm value, 
flexibility, growth, 
influence, leverage, 
profitability 

Foundational 
finance 

Cluster 2 
(Green) 

Benefit, COVID, 
crisis, empirical 
evidence, flexibility 
paradox, pandemic, 
relation 

Crisis-based 
flexibility 

Cluster 3 
(Blue) 

Bank, innovation, 
need, operation, 
organization, 
strategic flexibility 

Strategic and 
organizational 
dimensions 

Cluster 4 
(Yellow) 

Control, economic 
growth, economy, 
exchange rate 
flexibility, financial 
crisis 

Macro and 
policy 
implications 

Cluster 5 
(Purple) 

Association, cost, 
cognitive flexibility, 
share 

Cognitive 
flexibility and 
behavioral 
finances 

Cluster 6 
(Light 
Blue) 

Corporate 
governance, 
financial constraint, 
firm performance, 
moderating effect 

Governance 
and 
moderating 
impacts 

Cluster 7 
(Orange) 

Cash, dividend, 
payout policy 

Payout policy-
based flexibility 

 
The seven clusters reveal financial flexibility as an 
inherently multifaceted concept that connects corporate 
finance, governance, strategy, risk management, and 
macroeconomic stability. Clusters 1 and 2 mirror the 
foundational domain, highlighting the contribution of 
capital structure, liquidity, and borrowing power as 
value determinants of firm value, resilience, and 
adaptability to systemic shocks. Clusters 3 and 4 extend 
the focus by situating flexibility within the wider 
strategic and macro environment, linking it to 
innovation, R&D, and firm-level competitiveness, as well 
as to exchange regimes and country-level growth 

patterns. Clusters 5, 6, and 7 include explanatory 
mechanisms that highlight how behavioral biases, 
governance structures, and payout policy interact with 
flexibility, enabling or constraining their influence. 
Overall, these clusters uncover financial flexibility as a 
central and integrative construct in the financial 
literature, a concept that spans analysis levels, balances 
resilience and efficiency, and is conditioned by the 
interaction of contextual conditions and institutional 
structures. 

Overlay Visualization 

The overlay visualization offers rich insight into the 
historical development of themes in literature on 
financial flexibility. In the early 2010s, the literature 
consisted of conceptual work that sought to 
operationalize financial flexibility and defend its 
inclusion in corporate finance. Studies identified its 
implications for capital structure, cash holdings, and 
firm value, and shared common threads of debt capacity 
and profitability. The decade provided the theoretical 
underpinnings of the field, as researchers converged on 
the viewpoint that flexibility was central to sustaining 
growth and long-run performance (Gamba & Triantis, 
2008; Denis, 2011).  

During the mid-2010s, academic research began to 
move beyond abstract conceptualizations and became 
more applied. Financial flexibility has been increasingly 
researched in investment behavior, innovation, and firm 
strategy. Papers emphasized its value in enabling firms 
to conduct R&D, sustain competitive advantage, and 
cope with uncertainty in dynamic markets (Feng et al., 
2021; Hao et al., 2022). This was a movement from 
survival-based discussions to strategic deployments, 
framing financial flexibility as an organizational 
adaptability enabler key to strategic success. 

By the late 2010s, the question set again expanded, 
combining relational and market-based methodologies. 
Researchers began examining how financial flexibility 
interacts with external factors, including market 
perceptions, investor relations, and macroeconomic 
conditions. The expansion shifted toward contextualism 
and showed that flexibility does not yield similar returns 
but instead depends heavily on financial openness, 
system stability, and investor mood (HKIMR, 2001; Lee 
& Kim, 2018). 

The COVID-19 pandemic of 2020 marked a key historical 
turning point for the literature, triggering a surge of 
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scholarship on the use of flexibility in response to 
systemic shocks. The literature highlighted the 
cushioning function of liquidity and debt capacity in 
buffering against the impact of crises and cautioned 
against wasteful inefficiencies arising from excessive 
slack (Wu et al., 2024; Xiao et al., 2021). The episode 
served to emphasize the dual function of flexibility as 
both a cushion against uncertainty and a potential 
source of waste when used in inappropriate locations. 

In the most recent period (2022–2025), the research 
agenda has dramatically expanded and shifted toward 
integrative, cross-disciplinary methodologies. New 
currents reveal cognitive and behavioral elements and 
uncover how psychological bias and managerial 
discretion affect financial decisions (Sekścińska et al., 
2024). Research on governance highlights shareholder 
monitoring to amplify the value of adaptability and blunt 
the costs associated with principal-agent problems 
(Islam et al., 2022; Wu et al., 2023). At the same time, 
payout policy and uncertainty management have been 
increasingly studied, particularly the roles of dividend 
signaling and the hedging-versus-repurchase 

substitution relation (Lie, 2005; Bonaimé et al., 2014). 

As a whole, the progress of the financial flexibility 
literature is a gradual shift from conceptual foundations 
to applied corporate finance, to contextual synthesis 
across markets and macroeconomic conditions, to 
analysis based on crises, and, finally, to broader 
behavioral, governance, and dividend dimensions. This 
trend follows the evolution of financial flexibility into a 
multifaceted framework that integrates knowledge 
from finance, strategy, and organizational behavior and 
examines both value creation and resilience. 

 

Density Visualization 

The density plot provides more detail on the hotspots of 
the literature on financial flexibility. The most powerful 
themes that arise are “flexibility,” “firm performance,” 
and “cash holdings,” which become the most 
researched themes. The hotspots map onto seminal 
controversies in corporate finance, including the role of 
flexibility in optimal capital allocation, staying 
competitive, and achieving better long-run performance 
(Gamba & Triantis, 2008; Denis, 2011; Byoun, 2011). 
Cash holdings appear specifically as a theme per se, a 
testament to the ultimate importance of liquidity as a 
strategic asset and insurance against financing hurdles. 
The clustering of works on these topics testifies to their 
central role in advancing theoretical and practical 
knowledge of how firms balance sustainability and 
growth. 

 
Beyond these reigning hotspots, the density map 
identifies secondary but still emergent trends, such as 
“pandemic,” “crisis,” and the “flexibility paradox.” The 
latter emerged into view, particularly in and after the 
COVID-19 crisis, as scholars examined how firms applied 
financial and strategic flexibility to address historically 
unprecedented disruptions (Wu et al., 2024). The 
paradox of flexibility, in which excess slack resources 
simultaneously increase resilience but also afford 
inefficiency, has more recently been theorized as a 
double-edged quality of managerial choice under 
uncertainty (Xiao et al., 2021). This indicates an 
extension of the financial flexibility literature from its 
traditional preoccupation with classical issues of 
liquidity and capital structure to broader considerations 
of crisis management, efficiency trade-offs, and 
behavioral processes. 

In addition, more recent density patterns reveal 
governance and payout-related themes as new 
hotspots. Research discovers that governance quality 
significantly impacts financial flexibility value by 
reducing agency costs and boosting shareholder 
monitoring (Islam, 2024; Wu et al., 2023). Similarly, the 
payout policy, in dividends and share repurchases, 
resurfaces in explaining the balance between flexibility 
and shareholder demands. Evidence verifies that 
dividend stability provides investor confidence, 
including periods when companies have to forgo or use 
more of their capital to maintain commitments (Daniel 
et al., 2007; Lie, 2005). At the same time, managerial 
discretion in repurchase plans creates hidden costs and 
governance issues, and may dilute value creation in the 
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long run (Bonaimé et al., 2014; Bonaimé et al., 2016). 
The hedging and payout flexibility substitution effect 
again reflects the integrated nature of risk management 
and financial policy, and how flexibility defies 
explanation without considering a company’s overall 
governance and risk position. 

Figure 4: Density Visualization 

 

 
 
Source: VOSviewer, 2025 

The simultaneous salience of traditional and nascent 
hotspots bears witness to the unfolding and dynamic 
nature of financial flexibility literature. On the other 
hand, the well-established cash policy and firm 
performance tradition speak to the enduring nature of 
classical theories of corporate finance (Myers & Majluf, 
1984; Denis, 2011). In contrast, the rising salience of 
crisis- and behavior-themed topics signals an expansion 
of boundaries beyond the interdisciplinary boundaries, 
such as from organizational behavior, risk management, 
and strategic adaptation. The double trajectory thus 
indicates that financial flexibility will indeed remain 
anchored on liquidity and firm performance but now 
realized as an integrative construct that cuts across 
corporate governance, payout policy, and systemic 
resilience against global shocks. As such, future work 
will have broader implications for managing systemic, 
behavioral, and global shocks. 

 

Discussion of Findings  

The bibliometric findings reveal the salience of financial 
flexibility as a theoretical framework and a practical 

matter in corporate management and finance 
literature. Financial flexibility, at its core, corresponds to 
the trade-off model of capital structure by Kraus & 
Litzenberger (1973) and the pecking order model by 
Myers & Majluf (1984), which emphasize the strategic 
value of liquidity and the adaptability of financing 
decisions under uncertainty. Firms with high financial 
flexibility have more ability to invest during downturns, 
reduce agency costs, and manage financing frictions, 
leading to sustainable performance over the long term 
(Gamba & Triantis, 2008; Denis, 2011). The bibliometric 
clusters validate it by highlighting focus on themes such 
as capital structure, dividend policy, and cash holdings, 
signifying the theoretical integration of flexibility in 
corporate management. 

From a strategic point of view, the findings reveal that 
financial flexibility transcends financial policies and 
extends to organizational adaptability, innovation, and 
resilience. This confirms the resource-based view of the 
firm (Barney, 1991), which holds that dynamic 
capabilities play a key role in sustainable 
competitiveness. More specifically, the emergence of 
clusters on strategic flexibility and crisis-based literature 
bears witness to how financial means converge with 
managerial cognitions and behavioral biases in 
delineating responses to external shocks (Campello et 
al., 2010). The implications of these findings hint at a 
growing blurring of the boundaries between finance and 
management, and that financial flexibility must be 
considered not just a quantitative measure of liquidity 
but also a strategic capability enabling firms to navigate 
turbulent, intricate conditions. 

The findings also reflect the crisis-based evolution of the 
concept. Financial flexibility was of particular concern 
during the 2008 global financial crisis and the COVID-19 
pandemic, in which liquidity and debt capacity served as 
central factors in corporate survival (Bancel & Mittoo, 
2011; Wu et al., 2024). Meanwhile, recent literature has 
posited a “flexibility paradox” (Xiao et al., 2021), 
cautioning against excessive slack, which may lead to 
inefficiencies, overinvestment, or agency problems. The 
paradox is that flexibility is not a common good; instead, 
its advantages depend on the quality of governance, 
managerial discipline, and the institutional environment. 

Another of our primary implications relates to payout 
policy and corporate governance, which bibliometric 
analysis identifies as an emerging hotspot. Financial 
flexibility is enhanced by good governance, which 
reduces agency costs and aligns managerial effort with 
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shareholder interests (Islam, 2024; Wu et al., 2023). 
Similarly, payout and repurchase policies function not 
only as performance signals but also as resource-
allocation constraints (Lie, 2005; Daniel et al., 2007). 
The hedging and payout flexibility substitution effect 
(Bonaimé et al., 2014) also suggests that financial 
flexibility eludes us regardless of the overall risk 
management strategy. The interrelationship among 
governance, payouts, and risk management 
demonstrates how flexibility sits at the crossroads of 
financial policy, investor perceptions, and corporate 
credibility. 

The findings of this paper have important implications 
for theory, practice, and policy. Theoretically, the 
findings extend the literature on corporate finance and 
strategic management by conceptualizing financial 
flexibility as a multidimensional construct that connects 
financial policies with strategic and behavioral 
dynamics. This relates to theories of capital structures, 
such as the trade-off theory and pecking order theory of 
capital structure choice (Myers & Majluf, 1984; Kraus & 
Litzenberger, 1973), and the resource-based view of the 
firm (Barney, 1991), and redrafts financial flexibility as a 
financial buffer and dynamic capability. From a 
managerial perspective, the paper finds that cash-aware 
firms with a defensive leverage policy and flexible 
investment decisions are more likely to innovate and 
survive in times of crisis (Campello et al., 2010). On the 
policy side, the findings affirm the role of the 
institutional environment and the regulatory system in 
promoting liquidity assistance, reducing financing 
frictions, and providing economic stability in times of 
systemic crisis. 

At last, the findings open avenues for future research. 
The diversification of the theme into behavioral finance, 
cognitive flexibility, and managerial discretion 
(Sekścińska et al., 2024; Cashman et al., 2023) suggests 
that future scholarly publications will increasingly 
include psychological and organizational perspectives in 
the financial flexibility literature. Moreover, the 
publications boom following 2020 suggests a continuing 
interest in conceptualizing flexibility in the face of global 
crises, sustainability transformations, and technology 
shocks. Subsequent scholarship may explore how 
financial flexibility complements ESG pledges, digital 
revolutions, and existential threats such as climate 
change, and extend the reach of the concept beyond 
traditional corporate finance into broader societal and 
institutional spheres. 
 

CONCLUSION 

The paper undertakes an initial systematic bibliometric 
mapping of the financial flexibility literature from 2000 
to 2025 and captures its emerging salience as a central 
construct in financial management and firm strategy. 
The paper finds that financial flexibility is multi-
dimensional and interfaces with financial policy, 
strategic adaptability, and behavioral decision-making. 
From a combination of co-occurrence and clustering 
analyses, the following seven theme-based clusters 
have been identified: foundational finance; crisis-based 
flexibility; strategic and organizational dimensions; 
macro and policy implications; cognitive flexibility and 
behavioral finance; governance and moderating 
impacts; and payout policy-based flexibility. 

The paper demonstrates that financial flexibility has 
evolved from a marginal, loosely defined concept to a 
central, multifaceted model of corporate finance and 
management. Early 2000s literature was largely 
conceptual, focused on definitions and key connections 
to capital structure, cash holdings, and firm value. The 
literature from the mid-2010s onwards broadened to 
include applied and strategic topics and linked financial 
flexibility to innovation, R&D spending, and 
organizational flexibility. The inflection came during the 
2008 global financial crisis and the COVID-19 pandemic, 
when financial flexibility was again framed as a survival 
determinant for the firm in the face of system-wide 
distress. More recent literature advances these insights 
by including governance structures, managerial 
cognitions, and payout policy as explanatory vehicles. 
The overall results build an established body of evidence 
showing financial flexibility not merely as a cushion 
against liquidity but as a strategic and integrative 
capability that influences not only firm survival in times 
of crisis but value creation for the future under dynamic 
conditions. 

The findings have significant implications for practice, 
policy, and future research. At the managerial level, 
financial flexibility must be thought of not only as a 
financial buffer but also as a dynamic capability. 
Managers must balance liquidity retention and 
disciplined investment, integrate risk management 
practices such as hedging to support payout policies, 
and rely on governance structures that preclude 
wasteful slack building. Policymakers should value 
financial flexibility as a stabilizer in times of systemic 
stress. Regulatory policies that increase liquidity 
support, facilitate financing, and enhance corporate 
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governance are likely to enhance firms' capacity to 
withstand crises without jeopardizing efficiency. Lastly, 
our analysis suggests that cognitive flexibility at the 
managerial level is critical to efficient use of financial 
resources and identifies the importance of leadership 
development programs that enhance adaptive decision-
making in uncertain conditions. 

Although the study made notable contributions, it has 
several limitations. First, it is entirely reliant on Crossref 
as the primary bibliometric database. Though Crossref 
has widespread coverage of the global domain of 
publishers and fields of study, it does not necessarily 
include all works of relevance indexed in selective lists 
such as Scopus or Web of Science, and may therefore 
lack completeness. Secondly, the search strategy was 
deliberately confined to the explicit keyword “financial 
flexibility,” excluding conceptually near words such as 
“capital flexibility” or “financing slack.” Though it 
ensured conceptual specificity, it may have excluded 
relevant works that provided valuable insights for 
analysis. Thirdly, as with most bibliometric studies, 
reliance on citation counts and keyword co-occurrence 
merely reflects patterns of scholarly interest rather than 
the quality of contributions per se, and this may 
overrepresent popular but not necessarily seminal 
works. Finally, due to the inherent lag in citation 
building, the influence of relatively new works published 
in the current period, 2023–2025, is not adequately 
accounted for in the analysis.    

Based on the identified limitations, potential future 
research directions can be suggested. First, researchers 
ought to use multiple bibliographic databases (e.g., 
Scopus, Web of Science) to generate a more inclusive 
and representative map of the literature on financial 
flexibility. Secondly, since bibliometric views provide 
structural insights, future research should shift direction 
and focus on content-based analysis, such as systematic 
reviews and meta-analyses, to examine the causal 
relationships among financial flexibility, firm 
performance, innovation, and resilience. Thirdly, the 
dynamic economic and managerial landscape offers 
potential for contextual extensions. More specifically, 
digital transformation, ESG practices, and geopolitical 
volatility are new avenues in which the role of financial 
flexibility is emerging.    

The behavioral and cognitive dimensions of the field 
also deserve greater scholarly attention. Integration of 
findings from behavioral finance and managerial 
cognition has the potential to shed light on how biases, 

heuristics, and adaptive decision-making affect the 
efficient exploitation of flexibility strategies, especially 
in the face of systemic stress. The governance 
mechanisms similarly have a rosy future for the field, as 
cross-country comparisons have the promise of revealing 
how institutional environments and shareholder 
protections function to moderate the value of flexibility. 
Overall, these avenues have the promise to drive financial 
flexibility research to the next stage of maturity, 
connecting classical theories of finance with today's 
challenges in strategy, governance, and global risk. 
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