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ABSTRACT

This study examines the influence of organizational slacks on firm performance with
managerial ability as a moderating variable. We divide organizational slack into three categories:
available slack (current ratio), recoverable slack (sales, general, and administrative expenses
ratio), and potential slack (debt-to-equity ratio). Data envelopment analysis (DEA) measures
managerial ability and firm efficiency. We collected secondary data from 678 companies in
ASEAN 5, excluding the financial sector, on S&P Capital 1Q for the period of 2019-2023. We
used a fixed-effect panel data model with purposive sampling. The results show that available
slack has a positive effect on Tobin's Q and a negative impact on ROA. Recoverable slack,
potential slack, and managerial ability have a negative effect on firm performance. Managerial
ability can moderate the relationship between organizational slack and Tobin's Q. Additionally,
managerial ability can moderate the relationship between recoverable slack and ROA. In
contrast, managerial ability cannot moderate the relationship between available slack and
potential slack with ROA.

Keywords: Organizational slack; available slack; recoverable slack; potential slack; firm

performance; managerial ability.
INTRODUCTION

Firm performance is a crucial element in
determining its sustainability and growth. Firms
with optimal performance are able to compete in the
market and withstand economic challenges, reflecting
efficiency in resource utilization and the accuracy of
managerial decisions [31]. Firms in ASEAN face
significant challenges in enhancing their compe-
titiveness, especially with the growth potential
driven by the opportunities offered by Industry 4.0.
In this context, companies need to optimize their
capital structure with the right balance between
debt and equity. ASEAN's growing economic
integration presents businesses with chances to
increase productivity and reach new markets.
However, they must effectively manage their
resources to remain globally competitive while
addressing the challenges of upgrading capacity and
technology in line with emerging industry trends [7].

Companies must formulate sound funding
policies to capitalize on these opportunities, including
prioritizing internal funds, followed by debt, and
resorting to equity only when other financing
options are exhausted. Careful management of debt
allows companies to secure capital at lower costs
without increasing financial risk, while equity
provides flexibility and reduces long-term financial

burdens. By optimizing the right capital structure,
companies can strengthen their competitiveness,
swiftly adapt to changes brought about by Industry
4.0, and fully leverage the significant growth
opportunities in ASEAN markets, both domestically
and internationally [7].

The resource-based paradigm emphasizes that
enterprises consist of resources that foster sustainable
competitive advantage and enhanced performance.
According to resource-based theory, organizational
resources are believed to protect a firm during
environmental upheaval, mitigate employee conflict,
and enhance firm performance. Nonetheless,
agency theory posits that organizational slack is
counterproductive and arises due to ineffective
management. Agency theory suggests that organi-
zational slacks are wasteful and happen because of
poor management or resource use, which can hurt
the company's competitive edge and lead to less-
than-ideal results. Considering the contentious
debate between resource-based and agency theories,
management literature places significant attention
on the impact of organizational slack on company
performance. This study aims to investigate the
influence of slack on business performance in the
ASEAN 5 [19].

Rapid changes in the business world put
companies under pressure from external environ-
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ments, increasing the urgency for adequate resilience.
Resource availability is considered important in
shaping a company's resilience, as resource constraints
reduce flexibility, weaken resilience, and threaten
company sustainability [27]. Additionally, resource-
based theory highlights the critical role of
organizational slack as a difficult-to-imitate compe-
titive factor, providing flexibility and adaptability in
risk-taking [9].

Despite its negative perception, organizational
slack has proven valuable in managing uncertainty.
Excess, or positive, slack is able to support firm
performance through higher operational flexibility,
indicating an excess of resources beyond minimum
requirements that have the potential to improve
performance [18]. More than just a reserve, slack is
also a strategic tool to support innovation, new
product development, and operational efficiency
improvements, provided it is managed well [30].

Besides organizational slack, managerial
ability also plays a key role in optimizing its use.
Competent managers are better able to manage
slack for rapid response to change, make sound
strategic decisions, and create long-term value for
the company [35]. Effective slack management
allows companies to maintain performance even
under dynamic environmental pressures in the face
of uncertainty.

Previous studies often measure firm performance
using the Return on Assets (ROA) proxy, re-
presenting the profitability of owned assets. However,
using Tobin's Q to evaluate firm performance from
a market viewpoint is still lacking, indicating a gap
in the literature regarding market-based performance
measurement [30]. In this context, we need to
further explore the role of organizational slack as a
reserve resource in firm performance.

Most previous studies have focused more on
financial slack and its impact on a company's firm
performance. However, few have discussed
organizational slack, which refers to non-financial
resources such as operational capacity, human
resource flexibility, and unused time, all of which
can also affect firm performance [22]. Based on this
background, this study identifies a research gap
regarding the influence of organizational slack on
firm performance by including managerial ability as
a moderating variable. This study aims to provide
empirical evidence on the role of managerial ability
in strengthening or weakening the relationship
between slack and firm performance, which will be
measured using Data Envelopment Analysis (DEA)
and the level of firm efficiency. Managerial ability
can improve or reduce the effectiveness of using
slack in driving overall firm performance.

Literature Review
Agency Theory

Agency theory explains the interaction
between a principal and an agent within a company
and the potential for conflicts of interest due to
differing objectives. This theory emphasizes the
importance of monitoring mechanisms and incentives
to ensure that the agent acts in line with the
principal's goals, especially in large companies
where there is often a conflict of interest between
owners and managers [29], [36], [40].

Agency theory is also relevant to firm
performance, where misalignment between manage-
ment and owners can negatively impact performance.
Therefore, owners need to design contracts that
Incentivize managers to optimally manage the
company's resources, thereby improving firm
performance and achieving its objectives [3].

Effective corporate governance is crucial to
addressing agency problems, with governance as a
monitoring mechanism. Good governance can
minimize conflicts and agency costs and contribute
to improved financial performance and overall firm
performance [33].

Resource-Based View Theory

Resource-based theory posits that firms can
achieve a sustained competitive advantage by
managing and exploiting internal resources. Unlike
theories that focus on external market analysis, this
theory emphasizes the importance of resource-
based strategies for surviving in a competitive and
changing business environment [39].

This theory underscores the importance of
combining unique resources and the ability to
leverage them. Resources such as a skilled work-
force, strategic physical assets, and organizational
capabilities in management, innovation, and
corporate culture can be used to achieve a sustained
competitive advantage and strengthen market
position [10].

Firms seeking to create a competitive
advantage must be able to manage and integrate
resources into their business strategies. Effectively
utilizing resources is crucial as firms must respond
to market, technology, and economic changes. With
optimal resource utilization, firms can maximize
performance and react effectively to environmental
changes [2].

Upper Echelon Theory

Upper echelons theory suggests that the
characteristics and experiences of top-level manage-
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ment influence strategic decisions and firm
performance. This theory posits that top-level
managers' backgrounds, experiences, and perspectives
play a significant role in strategic decision-making
that affects firm performance. The knowledge and
expertise of management shape the direction and
effectiveness of strategy and the ongoing performance
of the firm [21].

This theory is also linked to managerial ability,
where competent managers can make effective
strategic decisions. The decisions made are
influenced by managers’ views and beliefs about
strategy and leadership, which influence firm
performance. Thus, strategic decisions reflect the
personal characteristics of managers that contri-
bute to improving firm performance [20].

Upper echelons theory also suggests that
competent management sends positive signals to
the market, reducing information asymmetry and
increasing market confidence. Internal company
controls as a governance mechanism can improve
the reliability of financial reporting, while managerial
ability influences decision-making and strategy
implementation within the company [12].

Firm Performance

Firm performance is a key indicator in
evaluating implemented policies' financial health
and success. It reflects the quality of resource
management in creating added value and
demonstrates the effectiveness of implemented
policies in supporting the stability and growth of the
company [31].

Good performance indicates that the business
strategy has been successfully implemented and
meets stakeholder expectations, while poor
performance may indicate managerial or external
problems that need to be controlled. Therefore,
routine performance monitoring is crucial to ensure
that the company remains on track for long-term
sustainability and growth [32].

Firm performance also reflects the effective-
ness of resource allocation, including financial
resources, human resources, technology, and infor-
mation. The optimization of these resources
enhances market competitiveness and opens up
opportunities for expansion and innovation, which
can accelerate company growth compared to its
competitors [28].

Organizational Slack

The company has resources that exceed its
minimum operational needs, which can be human,
financial, or physical resources. These resources act
as reserves or buffers when the company faces

uncertainty and changes in the business envi-
ronment, allowing the company to be more flexible
and adaptive [16]. Available slack, in particular,
includes easily accessible resources such as excess
liquidity and production capacity, which enable the
company to respond to changes without disrupting
core operations. However, excessive management of
available slack can lead to inefficiencies and
potentially decrease firm performance [17], [4].

Recoverable slack refers to resources that are
already integrated into operations but can still be
recovered, especially when the company faces a
financial crisis. While tending to be less flexible,
recoverable slack helps maintain operational
stability and support responses to market
fluctuations. With proper management, this slack
can be a valuable resource for innovation and
company growth amid market challenges [16],[9].

Potential slack refers to a reserve of resources
that can be tapped into to raise additional capital,
indicating a company's ability to access additional
debt or equity for strategic investments or inno-
vation. While providing flexibility in long-term
planning, potential slack also carries the risks of
information asymmetry and uncertainty, which can
impact the company's efficiency and performance if
not managed effectively [16], [4].

When there is unabsorbed slack, also known as
"available slack," liquid resources are ready to use
immediately. Managers have a lot of freedom to
decide what to do with these resources. Absorbed
slack, also known as recoverable slack, refers to
extra resources that are already part of an
organization and may take longer to be repurposed.
Because the different types of Slack work
differently, it's important to understand how they
affect group practices. Generally, companies with
excess cash can quickly acquire the necessary
property, plant, and tools. Other businesses,
however, can swiftly obtain additional time by
taking out loans from capital markets or banks. The
property of unabsorbed slack is that it stays mostly
the same. The current business operations tie
recoverable slacks to the company's strategy.
Available slack resources could improve a
company's results through innovation, R&D, and
mergers and acquisitions. However, this is less
likely to happen than with recoverable slack due to
its less ingrained nature within the company [26].

Managerial Ability

Managerial ability is a critical factor influencing
the efficiency and performance of a company, as it
reflects the extent to which managers can maximize
the use of resources for optimal results. Competent
managers tend to be more effective in strategic
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decision-making and resource allocation, which
positively impacts the overall efficiency and
performance of the company [15].

Managerial ability also significantly impacts a
company's success through productivity, invest-
ment decisions, and innovation. Competent managers
are able to identify opportunities, manage risks, and
increase company value. They also create a
transparent and integrity-based work environment,
supporting long-term stability and growth [35].

Incentives play a role in influencing managers'
commitment to company objectives. Performance-
based incentives can make managers more focused
on short-term results, while stable compensation
encourages strategic decisions with a long-term
orientation, ultimately enhancing firm performance
[11].

Hypothesis Development
Available Slack and Firm Performance

Research conducted by [19] shows that in the
non-financial sector in Africa, available slack
positively impacts firm performance, particularly
through market value. Firms with high slack have
greater flexibility in resource management,
enabling them to address market challenges more
effectively without sacrificing financial stability and
supporting innovative projects that contribute to
long-term competitive advantage.

A study by [8] shows that available slack
positively impacts firm performance, as accessible
resources can be strategically utilized to support
operations, investments, and innovation. Effective
management of available slack, such as allocating
funds to productivity-enhancing initiatives or CSR
activities, can boost profitability and improve the
company’s reputation in the short term. These
resources provide the flexibility needed for firms to
respond to market opportunities or address
challenges without relying on external financing.

However, a study by [4] in six GCC countries
found a significant negative impact of available
slack on firm performance, particularly regarding
return on assets. Less productive slack tends to
increase agency problems, where managers avoid
risks or expenditures that do not add value, thus
reducing profitability.

The findings of this study indicate that the
relationship between available slack and firm
performance is complex. While slack can positively
influence market value, it may also harm asset-
based performance measures.

Hia: Available slack positively influences firm

performance (Tobin’s Q).

Hip: Available slack negatively influences firm
performance (ROA).

Recoverable Slack and Firm Performance

The study of [37] argues that recoverable slack,
which includes operational expenses that can be
reduced, tends to decrease firm performance when
assessed by market value. This slack becomes a
burden that reduces the firm's flexibility and
responsiveness, leading to lower operational
efficiency, as reflected in a decrease in Tobin's Q.

A study by [1] stated that recoverable slack
negatively impacts firm profitability and performance,
especially through return on assets. The significant
costs associated with maintaining and recovering
this slack often reduce the firm's operational
efficiency, ultimately leading to decreased performance.

However, a study by [41] found that poor
management or inefficient use of recoverable slack
negatively impacts firm performance. As resources
can be mobilized when needed, recoverable slack
may lead to inefficiencies if their deployment is
delayed or directed toward low-value activities.
Mismanagement can increase operational costs,
reduce flexibility, and hinder adaptation to dynamic
environments. The absence of clear governance and
strategic alignment exacerbates these issues,
causing some firms to fail in converting recoverable
slack into performance gains. Effective resource
management is crucial to efficiently utilize recoverable
slack and support long-term organizational goals.

Based on these findings, this study concludes
that recoverable slack negatively impacts firm
performance in terms of market value and return on
assets.

H2a: Recoverable slack negatively influences firm

performance (Tobin’s Q).

Hap: Recoverable slack negatively influences firm
performance (ROA).

Potential Slack and Firm Performance

According to [19], potential slack negatively
impacts firm performance as measured by market
value due to managerial inefficiencies and a lack of
oversight of idle resources. With high levels of
potential slack, management tends to be less
efficient, resulting in suboptimal allocation of funds
and a low Tobin's Q.

On the other hand, a study by [8] stated that
potential slack tends to negatively affect firm
performance. This is because potential slack
involves resources not yet directly owned, such as
borrowing capacity or potential external funding.
Dependence on potential slack can increase
financial burdens and risks, particularly if these
resources are not managed properly or are allocated
to less profitable projects. The added interest costs
and financial obligations associated with external
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funding can also reduce efficiency and long-term
performance.

The study by [4] also found that high levels of
potential slack negatively impact firm performance
based on return on assets. An overreliance on equity
compared to debt increases the cost of capital and
reflects inefficient financial management. This
reduces operational efficiency, as evidenced by a
decrease in return on assets.

Based on the above discussion, this study
concludes that potential slack has a negative impact
on firm performance, as seen in both market value
and return on assets.

Hsa: Potential slack negatively influences firm

performance (Tobin’s Q).

Hsn: Potential slack negatively influences firm
performance (ROA).

Managerial Ability on Firm Performance

[6] found that managerial ability positively
impacts firm performance, as measured by market
value. This research highlights the importance of
adaptive and innovative managerial strategies in
maintaining a competitive advantage and profitability
in the face of global competition and economic
uncertainty. Competent managers who make sound
decisions can enhance firm performance, aligning
with long-term goals.

A study by [24] showed that high managerial
ability contributes positively to firm performance, as
measured by return on assets. Effective managers
who manage assets and improve operational
efficiency can drive profits and reduce failure risk.

However, a study by [25] revealed that
managerial ability significantly impacts Tobin’s Q.
Managers with higher abilities can manage
resources more efficiently, understand industry
trends, predict market demand, and select value-
enhancing investment projects, thereby directly
Improving a company’s investment opportunities.
This relationship is more pronounced in firms with
strong financial positions, highlighting the importance
of financial flexibility in supporting the imple-
mentation of strategic decisions. These findings
underscore that managerial ability is critical in
optimizing investment decisions and significantly
enhancing firm value.

This study concludes that managerial ability
positively affects firm performance based on both
market value and return on assets. Therefore, we
can formulate the following hypothesis.

Hu4a: Managerial ability positively influences firm

performance (Tobin’s Q).

Ha: Managerial ability positively influences firm
performance (ROA).

Managerial Ability Moderated Available Slack
and Firm Performance

Based on [23], managerial ability is crucial in
leveraging available slack to support corporate
strategic objectives. Skilled managers can efficiently
allocate resources and swiftly respond to market
challenges and opportunities, enabling firms to
enhance performance and foster innovation. Strong
managerial abilities assist organizations in
identifying new opportunities and formulating
effective strategies to wutilize available slack.
Consequently, firms with competent management
can harness available slack as a strategic asset to
outcompete rivals.

However, a study by [38] shows that
managerial ability significantly moderates the
relationship between available slack and firm
performance. High managerial ability allows firms
to effectively allocate and utilize organizational
slack, which in turn enhances performance out-
comes such as those reflected in Tobin’s Q.
Managers with greater ability are better equipped
to adapt to changing market conditions, make
strategic decisions, and ensure that slack resources
are efficiently deployed to drive firm success. This
ability to optimize slack resources strengthens the
link between management practices and overall
firm performance, highlighting the critical role of
managerial competence in translating available
slack into improved organizational outcomes.

According to [13], the study concludes that
managerial ability significantly moderates the
relationship between available slack and firm
performance. High managerial ability enables
managers to efficiently allocate slack resources,
directing them to strategies that enhance
performance. Skilled managers are better at
navigating uncertainties, making informed decisions,
and optimizing resource use, which ultimately leads
to improved firm performance. The moderation
effect of managerial ability strengthens the link
between slack and firm success, highlighting its
critical role in leveraging resources for optimal
organizational outcomes.

This hypothesis offers a novel contribution to
literature because earlier studies haven't clearly
connected how well managers handle available
slack with the company's performance, which is
measured by market value and return on assets.
Hs.: Managerial ability moderates the influence of

available slack on firm performance (Tobin’s

Q.

Hs,: Managerial ability moderates the influence of
available slack on firm performance (ROA).
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Managerial Ability Moderated Recoverable
Slack and Firm Performance

According to [38], managerial ability moderates
the relationship between recoverable slack and firm
performance. Recoverable slack, or resources that
can be reallocated when needed, offers flexibility for
firms. High managerial ability allows for efficient
utilization of these resources, improving performance
through better strategic decisions and resource
optimization. Skilled managers enhance the link
between slack and firm performance, leading to
improved outcomes like Tobin’s Q, emphasizing the
role of managerial ability in leveraging recoverable
slack for firm success.

A study by [13] concluded that managerial
ability significantly moderates the relationship
between recoverable slack and firm performance.
High managerial ability allows managers to
effectively allocate slack resources, ensuring they
are directed toward value-creating opportunities.
Skilled managers excel at forecasting, managing
uncertainties, and optimizing resource use, leading
to improved firm performance. This moderation
effect enhances the firm’s ability to leverage
available slack for strategic decision-making,
ultimately driving better outcomes and strengthening
the link between slack resources and firm success.

However, a study by [23] showed that strong
managerial ability can optimally allocate and utilize
recoverable slack, reducing waste and enhancing
innovation efficiency. Competent managers can
make rational resource allocation decisions,
ensuring that recoverable slack functions as a
strategic asset supporting operational efficiency and
firm performance. This hypothesis offers a novel
contribution to the literature, as no previous studies
have linked managerial ability in managing
recoverable slack with firm performance, as
measured by market value or return on assets.

Hsa: Managerial ability moderates the influence
of recoverable slack on firm performance
(Tobin’s Q).

Hep: Managerial ability moderates the influence
of recoverable slack on firm performance

ROA).

Managerial Ability Moderated Potential Slack
and Firm Performance

[13] concluded that managerial ability
significantly moderates the relationship between
potential slack and firm performance. High
managerial ability enables managers to effectively
utilize surplus resources, directing them toward
strategies that drive performance improvement.
Skilled managers are better equipped to make

informed decisions, adapt to changing conditions,
and optimize resource allocation, leading to
enhanced firm outcomes. The moderation effect of
managerial ability strengthens the connection
between potential slack and firm success,
emphasizing its crucial role in leveraging resources
to achieve optimal organizational results.

According to [23], competent managers can
leverage potential slack to drive innovation and
operational efficiency. With access to potential
slack, managers can explore new opportunities and
make strategic decisions without being overly
concerned about short-term risks. Strong managerial
ability also enables managers to build strategic
partnerships that support innovation and enhance
the company's reputation.

A study by [38] showed that managerial ability
moderates the relationship between potential slack
and firm performance. High managerial ability
allows firms to effectively utilize surplus resources,
turning potential slack into strategic advantages.
Skilled managers can allocate these resources
efficiently, leading to improved outcomes such as
Tobin’s Q. This highlights the importance of
managerial competence in maximizing the value of
potential slack for enhanced firm performance.

Consequently, the combination of potential
slack and practical managerial ability can create an
environment conducive to growth and improved
firm performance. This hypothesis offers a novel
contribution to literature, as no previous studies
have linked managerial ability in managing
potential slack with firm performance.

H7.: Managerial ability moderates the influence of
potential slack on firm performance (Tobin’s

Q.

Hm: Managerial ability moderates the influence of
potential slack on firm performance (ROA).

RESEARCH METHOD
Sample

The sample for this study consists of non-
financial firms in the ASEAN 5 region for the period
2019-2023. This study selected ASEAN 5 because it
provides better access to data from financial
statements obtained from S&P Capital 1Q. These
countries have strong financial infrastructures and
many listed firms, making them ideal for analyzing
firm performance. We excluded financial industry
companies from the sample due to their different
accounting treatments and financial reporting
interpretations. The research sample presented in
Table 1 consists of companies with specific criteria
as required by the researcher.
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Of the total companies, 37 listed their shares
after 2019 and delisted before 2023; 629 did not
have complete financial statements; and 897
experienced losses during the period of 2019-2023.
Therefore, the final research sample consisted of
678 companies with 5-year data coverage, resulting
in 3,390 observations for descriptive statistics and
relevant tests to achieve the research objectives.

The research data used is unbalanced panel
data, where not all companies have the same years
from 2003 to 2019, resulting in 460 company-year
observations. Table 1 describes this research sample.

Table 1. Description of the Research Sample
Descriptive Total
ASEAN 5 non-financial company 2.241
Companies that underwent listing and delisting  (37)
activities during the period 2019-2023

Companies with incomplete financial statement data  (629)
for the period 2019-2023
Companies that incurred losses during the period  (897)

2019-2023

Companies that can be analyzed 678
The number of observations of the research sample  3.390
2019-2023

Variable Measurement
Dependent Variable
Tobin's @

Tobin's Q is a standard proxy for measuring
firm performance. It represents the ratio of a firm's
market value of assets to its replacement cost. This
ratio reflects the market's perception of the firm's
future growth potential and profitability [34]. The
formula for measuring firm performance in this
study is as follows:

_ Total Market Value of Firm + Debt
B Total Assets

Return on Asset (ROA)

Return on Asset (ROA) is a financial ratio that
assesses a company's efficiency in generating profits
from its assets, serving as an indicator of a
company's performance. ROA evaluates management's
productivity in utilizing assets to achieve profits
[34]. The calculation of ROA in this study uses the
following formula:

Net Income

ROA=————
Total Assets

Independent Variable
Available Slack

The first independent variable in this study is
available slack, which is measured using the

current ratio. This proxy helps assess the level of
available slack that a firm can use to address
unexpected financial situations [17]. In this study,
the formula used, adapted from previous research,
1s as follows:

Current Assets
ASLACK =

Current Liabilities

Recoverable Slack

Recoverable slack is a factor we will look at in
this study, calculated by comparing selling, general,
and administrative expenses to total sales to show
how well a company manages its spending [34]. We
calculate recoverable slack using the following
formulas:

Total SG&A

RSLACK =
SLAC Net Sales

Potential Slack

Potential slack is an independent variable
tested in this study and is measured using the debt-
to-equity ratio to assess a firm's financial reserves in
the face of uncertainty [2]. The calculation of potential
slack yields good results using the following formula:

PSLACK = Total Debt
" Total Equity
Moderating Variable
Managerial Ability

We tested managerial ability as both an
independent and moderating variable. In earlier
studies, researchers used a two-step method to
figure out managerial ability, which involved using
data envelopment analysis (DEA) to evaluate how
well a company uses its resources and then looking
at how the company's efficiency is affected by its
specific traits. We use the resultant residual value
of maximum efficiency to estimate managerial
ability [14]. We obtain the residual value through
the following two stages:

Stage 1 —Data Envelopment Analysis (DEA)

_ Sales
~ (COGS + SGA + PPE + OpLease + RD +
Goodwill + OtherIntangible)

Max

Stage 2 — Firm Efficiency

Firm Ef ficiency = ay + B, Ln(Total Assets)
+f,Market Share
+f3Free Cash Flow Indicator
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+B.Ln(Age)

+fsBusiness Segment Concentration
+fsForeign Currency Indicator
+Year + ¢

Control Variable
Size

Firm size is a critical contingency element that
impacts a company's ability to implement strategies,
manage resources, and achieve a competitive
advantage. This study uses the natural logarithm of
total assets as a measure of firm size to address the
significant differences between large and small
firms [34].

SIZE = Ln (Total Assets)

Age

Firm age is used as a performance indicator
that reflects a company's experience, stability, and
capabilities, calculated by subtracting the year of
the study from the year the company was founded
[34].

AGE = Year; — Year,
Debt-to-Asset Ratio (DAR)

Debt-to-asset ratio (DAR) is used as a control
variable to depict the proportion of assets financed
by debt in the company's operations, reflecting the
company's reliance on debt [30] .

Total Debt

DAR = ————
Total Asset

Gross Domestic Product Growth

Differences in real economic growth rates
across countries are a significant factor in inter-
national research and can be measured through
GDP growth from one period to the next [4]. This
study uses GDP growth as a control variable.

GROWTH = M
GDP,_,
Research Model
Model 1
We use Model 1 to test the influence of available

slack (ASLACK), recoverable slack (RSLACK), and
potential slack (PSLACK) on a firm’s performance

based on market value (TQ). We formulate the
panel data linear regression equation as follows:

TQi¢ = ao + PLASLACK, , + B,RSLACK; ,
+B3PSLACK; , + BuSIZE;, + BsAGE;,
+B¢DAR;, + B,GROWTH; , + ¢;,

Model 2

We use Model 2 to test the influence of
available slack (ASLACK), recoverable slack
(RSLACK), and potential slack (PSLACK) on a
firm’s performance-based return on asset (ROA).
We formulate the panel data linear regression
equation as follows:

ROA;, = ay + BLASLACK; , + B,RSLACK;
+B3PSLACK; , + B,SIZE;, + BsAGE;,
+B¢DAR;, + B,GROWTH; . + ¢;,

Model 3

We use Model 3 to test the influence of
managerial ability (MABILITY) on firm performance
based on market value (TQ). We formulate the
panel data linear regression equation as follows:

TQ;: = ao + BLASLACK; , + B,RSLACK;
+B3PSLACK;, + BMABILITY;,
+BsSIZE;, + BeAGE;, + B,DAR;
+BsGROWTH;, + &;,

Model 4

We use Model 4 to test the influence of
managerial ability (MABILITY) on a firm's performance-
based return on asset (ROA). We formulate the
panel data linear regression equation as follows:

ROA;, = ay + BLASLACK;, + B,RSLACK;
+B3PSLACK;, + B,MABILITY;,
+BsSIZE;, + B4AGE;, + B;DAR;,
+BsGROWTH; , + ¢,

Model 5

We use Model 5 to examine the moderating
effect of managerial ability on the influence of
organizational slack on firm performance based on
market value. Hence, we formulate the panel data
linear regression equation as follows:

TQi¢ = ao + PLASLACK, , + B,RSLACK; ,
+B3PSLACK; , + B,MABILITY,,
+BsASLACK;, * MABILITY; ,
+BsRSLACK; , * MABILITY; ,
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+B,PSLACK, ;  MABILITY, ,
+BeSIZE; ¢+ + PoAGE;: + B1oDAR;
+P11GROWTH; ; + &;,

Model 6

We use Model 6 to examine the moderating
effect of managerial ability on the influence of
organizational slack on firm performance based on
return on assets. Hence, we formulate the panel
data linear regression equation as follows:

ROA;, = ay + PLASLACK; , + B,RSLACK,,
+BsPSLACK; , + B,MABILITY,,
+BsASLACK; . * MABILITY, ,
+BsRSLACK; , * MABILITY,
+B,PSLACK; , * MABILITY,
+BeSIZE; + PoAGE; + + B10DAR;
+B11GROWTH;, + &,

This study will conduct several analyses to test
the hypotheses, including descriptive statistical
analyses, Pearson correlation analyses, panel data
linear regression, and moderation regression analysis.

RESULTS AND DISCUSSION
Descriptive Statistics

Based on the descriptive statistics in Table 2,
the main variables in this study have a wide range
between their minimum and maximum values,
reflecting substantial differences in the characteristics
of the analyzed firms. The mean values of each
variable indicate general tendencies within the
sample, while the standard deviations suggest the
degree of data dispersion from the mean. Firm size
and firm age display a wide distribution, indicating
the presence of companies with highly diverse scales
and operational lifespans. Additionally, slack and
managerial ability variables show considerable
differences between their minimum and maximum
values, suggesting that some firms have substantial
resource flexibility and managerial efficiency. In
contrast, others face significant constraints in these
aspects.

Meanwhile, Table 3 provides an overview of
the distribution of companies by sector and country.
The distribution is not uniform across sectors, with
some sectors having a significantly higher number
of firms compared to others. The industrial and
consumer goods sectors have the largest number of
firms in the sample, highlighting their dominance in
the ASEAN countries analyzed. In contrast, sectors
such as communication and utilities have fewer
firms, indicating a limited sample representation in
these industries. In terms of country distribution,
the number of firms varies across nations, with one

country having the highest number of firms in the
sample. This discrepancy may reflect differences in
the development of capital markets across ASEAN
countries.

Table 2. Descriptive Statistics

Variable Obs Mean Std.dev. Min  Max
TQ 3,390 1.288 1.215 0.062 7.110
ROA 3,390 0.690 0.054 0.002 0.272
ASLACK 3,390 2.611 2.168 0.367 12.267
RSLACK 3,390 0.520 0.237 0.021 1.160
PSLACK 3,390 0.501 0.571 0.001 2.896
MABILITY 3,390 0.854 0.095 0.660 1.210
ASLACK*

MABILITY 3,390 2.222 1.867 0.243 12.758
RSLACK*

MABILITY 3,390 0.443 0.208 0.015 1.246
PSLACK*

MARBILITY 3,390 0.429 0.496 0.001 3.215
SIZE 3,390 14.524 1.676 11.179 19.373
AGE 3,390  33.702 19.702 4 117
DAR 3,390 0.214 0.166 0.001 0.634
GROWTH 3,390 0.020 0.042 -0.061  0.097

Table 3. Distribution Companies by Sector and Country

Sector IDN MYS SGP THA PHL Tot.
Com@umcatmn 0 0 9 1 9 15
Services
Consumer 10 34 16 31 4 9
Discretionary
Consumer Staples 20 32 11 37 4 104
Energy 5 8 3 8 0 24
Health Care 5 11 4 20 1 41
Industrials 25 76 28 61 9 199
Information 6 28 10 27 4 T
Technology
Materials 14 30 8 30 6 88
Real Estate 0 4 1 1 0 6
Utilities 2 5 2 16 6 31

Total 87 288 85 242 36 678

Regression Model Selection
Chow Test

The Chow test was conducted as a preliminary
step to determine whether a common or fixed effects
model would be more suitable for the panel data
analysis. Based on Table 4 below, the Chow test
results for all six models yielded a probability value
of 0.0000, which is significantly below the 5%
significance level. This finding indicates a significant
difference among cross-sectional units, suggesting
that a fixed effects model is more appropriate. We
will subject all six models to the Hausman test to
further confirm this.

Table 4. Chow Test

Model Chi? Prob> Chi? Result
Model 1 9.54 0.0000 Fixed Effect Model
Model 2 10.43 0.0000 Fixed Effect Model
Model 3 9.55 0.0000 Fixed Effect Model
Model 4 10.33 0.0000 Fixed Effect Model
Model 5 9.49 0.0000 Fixed Effect Model
Model 6 10.31 0.0000 Fixed Effect Model
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Hausman Test

The Chow test, which showed significance at a
level below 0.05, preceded the Hausman test. The
objective of the Hausman test is to select the most
appropriate model by comparing the random effects
and fixed effects models. Based on Table 5, the test
results revealed a probability value of 0.0000 for
models 1 to 6, signifying that Prob>Chi? is less than
0.05. Therefore, we can conclude that the fixed
effects model is the best option for all six research
models.

Table 5. Hausman Test

Model Chi? Prob>Chi? Result
Model 1 114.58 0.0000 Fixed Effect Model
Model 2 361.02 0.0000 Fixed Effect Model
Model 3 112.42 0.0000 Fixed Effect Model
Model 4 380.06 0.0000 Fixed Effect Model
Model 5 119.53 0.0000 Fixed Effect Model
Model 6 402.04 0.0000 Fixed Effect Model

Classical Assumptions
Multicollinearity Test

Models 1 and 2

The multicollinearity test is used to evaluate
the relationship between independent variables by
looking at the Variance Inflation Factor (VIF) value.
Based on Table 6, the results of the multicollinearity
test for models 1 and 2 show an average VIF value
of 7.71, which is less than 10, so there is no violation
of multicollinearity. The VIF values for ASLACK
are 3.00, PSLACK 5.07, and RSLACK 9.17, all
under 10, which shows that the independent
variables in models 1 and 2 do not have multi-
collinearity issues.

Table 6. Multicollinearity Model 1 and 2

and MABILITY are 3.12, 5.57, 9.19, and 48.07,
respectively. Therefore, we can conclude that
models 3 and 4 exhibit multicollinearity.

Table 7. Multicollinearity Model 3 and 4

Variable VIF 1/VIF
SIZE 56.27 0.017770
MABILITY 48.07 0.020803
DAR 15.20 0.065780
PSLACK 9.19 0.108758
RSLACK 5.57 0.179583
AGE 4.80 0.208218
ASILLACK 3.12 0.320756
GROWTH 1.27 0.786533

Mean VIF 17.94

Models 5 and 6

According to Table 8, the multicollinearity test
for models 5 and 6 shows an average VIF value of
119.26, which is higher than the limit of 10,
meaning there is a problem with multicollinearity.
The high VIF value is caused by the moderating
variable MABILITY. The VIF values for ASLACK,
RSLACK, PSLACK, and MABILITY are 170.60,
262.51, 109.85, and 107.55, respectively. Therefore,
we can conclude that models 5 and 6 violate
multicollinearity.

Table 8. Multicollinearity Model 5 and 6

Variable VIF 1/VIF
RSLACK*MABILITY 265.90 0.003761
RSLACK 262.51 0.003809
ASLACK*MABILITY 171.19 0.005842
ASLACK 170.60 0.005862
PSLACK 109.85 0.009103
MABILITY 107.55 0.009298
PSLACK*MABILITY 101.80 0.009823
SIZE 101.16 0.009885
DAR 15.23 0.065648
AGE 4.85 0.206244
GROWTH 1.27 0.786101

Mean VIF 119.26

Variable VIF 1/VIF
SIZE 15.78 0.063379
DAR 15.16 0.065952
PSLACK 9.17 0.109063
RSLACK 5.07 0.197228
AGE 4.52 0.221287
ASLACK 3.00 0.333268
GROWTH 1.27 0.786979

Mean VIF 7.71

Model 3and 4

Table 7 presents the results of the multi-
collinearity test. The average VIF value is 17.94,
exceeding the threshold of 10, indicating a violation
of multicollinearity in models 3 and 4. The addition
of MABILITY as an independent variable in the
moderation model causes this violation. Specifically,
the VIF values for ASLACK, RSLACK, PSLACK,

Overall, we can conclude that models 1 to 6
suffer from multicollinearity. Cross-sectional depen-
dence, where the probability value of 0.0000 is below
5% (0.05), causes this violation. Therefore, we
applied the Driscoll-Kraay standard error treatment
to address cross-sectional dependence.

Heteroscedasticity Test

The heteroscedasticity test using the Modified
Wald Test on all six-panel data regression models
indicates the presence of heteroscedasticity. Based
on Table 9, the probability value for models 1 to 6 is
0.0000 (Prob>Chi? = 0.0000 < 0.1), which shows that
the probability value is below the significance level
of 10%. The result indicates that in all six research
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models, there is an irregularity in the variance of the
residuals; in other words, there is a violation of
heteroscedasticity that needs to be considered in
further analysis.

Table 9. Heteroscedasticity Result

Model Prob>Chi?
Model 1 0.0000
Model 2 0.0000
Model 3 0.0000
Model 4 0.0000
Model 5 0.0000
Model 6 0.0000

Autocorrelation Test

An autocorrelation test was conducted using
the Woolridge Test on all six-panel data regression
models to detect autocorrelation violation. A good
result indicates a probability value greater than
0.05 (5%). Based on Table 10, the autocorrelation
test on models 1 to 6 shows a violation, with a
probability value of 0.0000, lower than 0.05 (5%),
indicating the presence of autocorrelation violation.
This could be caused by cross-sectional dependence,
requiring Driscoll-Kraay standard error treatment.

Table 10. Autocorrelation Result

Model Chi? Prob>F
Model 1 64.614 0.0000
Model 2 51.714 0.0000
Model 3 64.051 0.0000
Model 4 51.463 0.0000
Model 5 65.358 0.0000
Model 6 51.331 0.0000

Model Specification Test

The F-statistic test in this study uses three
significance levels: 1%, 5%, and 10%. We assess the
quality of the F-test based on a probability (Prob>F)
of less than 10%. All six models use the fixed effects
model in this panel data analysis. Based on Table
11, the Prob>F value for models 1 to 6 is 0.0000,
indicating a significant influence of the independent
variables on the dependent variable. This result
confirms that the research model can describe the
relationship between the variables well and is reliable.

Table 11. f-Test Result

Model Prob>F
Model 1 0.0000
Model 2 0.0000
Model 3 0.0000
Model 4 0.0000
Model 5 0.0000
Model 6 0.0000

Coefficient of Determination

The coefficient of determination test in this
study uses Driscoll-Kraay standard errors. The R-

squared value represents the proportion of the
dependent variable's variation explained by the
independent variables. According to Table 12,
Model 1 has an R-squared value of 0.1181, which
means that the independent variables (ASLACK,
RSLACK, PSLACK) account for 11.81% of the
changes in company performance (TQ). In comparison,
other factors explain the remaining 88.19%. Model
2 shows an R-squared of 0.4175, indicating that the
independent variables explain 41.75% of the
variation in ROA.

Models 3 and 4, which include managerial
ability (MABILITY), show R-squared values of
0.1196 for TQ and 0.4177 for ROA, meaning that the
independent variables account for 11.96% of the
changes in TQ and 41.77% of the changes in ROA.
Models 5 and 6 have R-squared values of 0.1228 and
0.4201, meaning the independent variables explain
the 12.28% (TQ) and 42.01% (ROA) of the variation
in company performance.

Table 12. Coefficient of Determination

Model Within R-squared
Model 1 0.1181
Model 2 0.4175
Model 3 0.1196
Model 4 0.4177
Model 5 0.1228
Model 6 0.4201
Hypothesis Test
Model 1
Table 13. T-Test Result Model 1
Variable Coefficient Prob/2 Conclusion
ASILLACK 0.0512456 0.0005%** H. supported
RSLACK -0.3710932 0.0005%** Ho. supported
PSLACK -0.1873412 0.000%** Hs. supported
SIZE 0.7270602 0.000%**
AGE -0.0336993 0.078*
DAR -1.453228 0.000%**
GROWTH -0.0644014 0.457
CONS -7.671739
sk % * gionificant level 1% (0.01), 5% (0.05), 10% (0.10)
respectively

According to Table 13, the t-test results for
model 1 indicate that Available Slack (ASLACK)
has a probability value of 0.0005 (one-tailed), which
is significant at the 1% level, and a correlation
coefficient of 0.0512, meaning that more ASLACK is
linked to better company performance. This means
the higher the ASLACK, the better the company's
performance, thus supporting Hla. Recoverable
Slack (RSLACK) has a probability value of 0.0005
(one-tailed), significant at the 1% level, with a
correlation coefficient of -0.3711, indicating a
negative effect on company performance. The higher
the RSLACK, the worse the company's performance,
which supports hypothesis H2a. Potential Slack
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(PSLACK) also shows a probability value of 0.000
(one-tailed), significant at the 1% level, with a
correlation coefficient of -0.1873, indicating a
negative effect on company performance. The higher
the PSLACK, the worse the company performance,
which supports hypothesis H3a.

Model 2

According to Table 14 below, the t-test results
for model 2 indicate that available slack (ASLACK)
has a probability value of 0.000 (one-tailed), which
is significant at the 1% level, and a correlation
coefficient of -0.0026, showing that higher ASLACK
negatively affects company performance measured
by return on assets. The higher the ASLACK, the
lower the company's performance, thus supporting
H1b. Recoverable slack (RSLACK) has a probability
value of 0.000 (one-tailed), significant at the 1%
level, with a correlation coefficient of -0.2035,
indicating a negative effect on company performance.
The higher the RSLACK, the lower the company's
performance, thus supporting H2b. Potential slack
(PSLACK) has a probability value of 0.084 (one-
tailed), which is significant at the 10% level, with a
correlation coefficient of -0.0044, indicating a
negative effect on company performance. The higher
the PSLACK, the lower the company performance,
thus supporting H3b.

Table 14. t-Test Result Model 2

Variable Coefficient Prob/2 Conclusion
ASLACK  -0.0025909 0.000***  Hy, supported
RSLACK  -0.2035255  0.000°*  Hay supported
PSLACK -0.0043666 0.084** Ha, supported
SIZE 0.7270602 0.000%**

AGE -0.0336993 0.000%**
DAR -1.453228 0.000%**
GROWTH -0.0644014 0.457
CONS -7.671739
dokk k% significant level 1% (0.01), 5% (0.05), 10% (0.10)
respectively
Model 3
Table 15. t-Test Result Model 3
Variable Coef. Prob/2 Conclusion
ASLACK 0.0509135  0.0005%**
RSLACK -0.3816082  0.0005***
PSLACK -0.1805581  0.000%**
MABILITY -0.5755188 0.000%** Hua not supported
SIZE 0.7246863  0.000%**
AGE -0.0354035 0.0515%**
DAR -1.48637 0.000%**
GROWTH  -0.0257427 0.4815
CONS -7.079201

ok 0k ¥ siomificant level 1% (0.01), 5% (0.05), 10% (0.10)

respectively

The regression results in Table 15 show that
managerial ability (MABILITY) has a probability

value of 0.000 (one-tailed), significant at the 1%
level, with a correlation coefficient of -0.5755. This
indicates that managerial ability has a negative
effect on company performance as measured by
market value. The higher the organizational ability,
the lower the company performance, which rejects
hypothesis H4a.

Model 4

The regression results in Table 16 below show
that managerial ability (MABILITY) has a
probability value of 0.0285 (one-tailed), significant
at the 1% level, with a correlation coefficient of -
0.0085. This indicates a negative effect of managerial
ability on company performance as measured by
return on assets. The higher the managerial ability,
the lower the company's performance, which rejects
hypothesis H4b.

Table 16. t-Test Result Model 4

Variable Coef. Prob/2 Conclusion
ASLACK -0.0025958  0.000%**
RSLACK -0.2036801 0.000%**
PSLACK -0.0042669  0.0865*
MABILITY -0.0084626  0.0285** Ha not supported
SIZE -0.0299757  0.000%**
AGE 0.0014163 0.000%**
DAR -0.0605592  0.000%**
GROWTH 0.0410547 0.000%**
CONS 0.5911687 0.000%**
Fiek % % gignificant level 1% (0.01), 5% (0.05), 10% (0.10)
respectively
Model 5
Table 17. t-Test Result Model 5
Variable Coef. Prob/2 Conclusion
ASILACK -0.097401 0.1765
RSLACK 1.496967 0.000%**
PSLACK 0.0124192 0.465
MABILITY 0.0999324 0.4135
*
ASMAIﬁEﬁY 0.1696108  0.096* He. supported
*
IE{A?ALBAIEEY -2.196922 0.000***  Hea supported
*
%IE?I'Y -0.2230419 0.0565* H7. supported
SIZE 0.7094365 0.000%**
AGE -0.0335122  0.0465**
DAR -1.45535 0.000%**
GROWTH -0.0015462 0.4990
CONS -7.49991
w0 0k ¥ giomificant level 1% (0.01), 5% (0.05), 10% (0.10)
respectively

Based on Table 17, the regression results for
model 5 indicate an interaction between the
independent variables and managerial ability on
firm performance, measured by market value. First,
the interaction between Available Slack and
Managerial Ability (ASLACK*MABILITY) has a
probability of 0.096 (one-tailed), which is significant
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at the 10% level with a coefficient of 0.1696,
indicating that managerial ability moderates this
relationship, thus supporting H5a. Second, Recoverable
Slack with Managerial Ability (RSLACK*MABILITY)
has a probability of 0.000 (one-tailed), which is
significant at the 1% level with a coefficient of -
2.1969, confirming managerial ability as a
moderator, supporting H6a. Third, Potential Slack
with Managerial Ability (PSLACK*MABILITY)
shows a probability of 0.0565 (one-tailed), significant
at the 10% level, with a coefficient of -0.2230, thus
supporting H7a.

Model 6

Table 18 presents the regression results for
model 6, which tests the interaction between
independent variables and managerial ability on
firm performance, measured by return on assets.
First, the interaction between Available Slack and
Managerial Ability (ASLACK*MABILITY) has a
probability of 0.106 (one-tailed), not significant at
the 10% level, with a coefficient of -0.0053, thus
rejecting H5b. Second, Recoverable Slack with
Managerial Ability (RSLACK*MABILITY) has a
probability of 0.000 (one-tailed), significant at the
1% level, and a coefficient of -0.1019, supporting
H6b. Third, Potential Slack with Managerial Ability
(PSLACK*MABILITY) shows a probability of 0.321
(one-tailed), not significant at the 10% level, with a
coefficient of -0.0039, which rejects hypothesis H7b.

Table 18. t-Test Result Model 6

performance, and the moderating role of managerial
ability is stronger in the context of Thailand
companies. The support for hypotheses in Thailand
reflects that firms in this country are more capable
of efficiently utilizing available resources, with
managerial roles playing a more significant part in
optimizing the impact of organizational slack on
firm performance.

However, the majority of the results from
Indonesia did not support the research hypotheses.
This suggests that organizational slack may not
significantly impact firm performance in the context
of Indonesian firms, or other factors may play a
more dominant role in determining firm performance
than those examined in this study. Additionally, the
moderating role of managerial ability in Indonesia
does not exert enough influence to strengthen the
relationship between organizational slack and firm
performance.

Table 19. Hypothesis Test by Country

Variable Coef. Prob/2  Conclusion
ASLACK 0.0018849 0.3065
RSLACK -0.116801 0.000%**
PSLACK -0.0006289 0.4655
MABILITY 0.0498842 0.074
ASLACK* Hsp not
MARILITY -0.0052753 0.106 supported
RSLACK*
MABILITY -0.1018675 0.000***  He, supported
PSLACK* Hma not
MABILITY -0.0038714 0.321 supported
SIZE -0.0298033 0.000%**
AGE 0.0013906 0.000%**
DAR -0.0626662 0.000%**
GROWTH 0.0419587 0.000%**
CONS 0.5399429

ok x % siomificant level 1% (0.01), 5% (0.05), 10% (0.10)

respectively

Hypothesis by Country

Based on Table 19, it was found that support
for the research hypotheses varied across the
ASEAN countries analyzed. From the hypothesis
testing results, Thailand showed more supported
hypotheses than other countries, indicating that the
relationship between organizational slack, firm

IDN MYS SGP
Hla Not Supported Not Supported ~ Not Supported
Hib Supported Not Supported  Not Supported
H2a Not Supported Not Supported ~ Not Supported
H2b Not Supported Supported Supported
H3a Not Supported Supported Supported
H3b Supported Supported Supported
H4a Not Supported Supported Not Supported
H4b Supported Not Supported ~ Not Supported
Hb5a Not Supported Not Supported  Not Supported
H5b Not Supported Not Supported ~ Not Supported
Hé6a Not Supported Not Supported ~ Not Supported
Hé6b Not Supported Supported Not Supported
H7a Not Supported Not Supported ~ Not Supported
H7b Not Supported Supported Not Supported
THA PHL
Hla Supported Supported
Hi1b Not Supported Not Supported
H2a Supported Not Supported
H2b Supported Supported
H3a Not Supported Not Supported
H3b Not Supported Not Supported
H4a Not Supported Not Supported
H4b Not Supported Supported
Hb5a Supported Not Supported
H5b Not Supported Not Supported
Hé6a Supported Supported
Hé6b Supported Supported
H7a Supported Not Supported
H7b Not Supported Supported
Hypothesis by Sector

Based on Table 20, the sector with the highest
number of supported hypotheses is the real estate
sector, with nine supported hypotheses. This finding
indicates that the impact of organizational slack on
firm performance, moderated by managerial ability,
is more significant in this sector than in others.
Conversely, the communication services sector has
the fewest supported hypotheses, with only two
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receiving supports. This suggests that organi-
zational slack has a weaker influence on firm
performance in this sector, and the moderating role
of managerial ability is less significant. Additionally,
the materials and real estate sectors demonstrate a
more substantial impact of managerial ability as a
moderating variable than other sectors. This could
be due to the nature of these industries, which
require more complex strategic decision-making to
effectively utilize organizational slack for improving
firm performance. Overall, this study highlights
that the effects of organizational slack on firm
performance and the moderating role of managerial
ability vary across industries, with the real estate
and materials sectors showing the most significant
impact.

Table 20. Hypothesis Test by Sector

Communication Service Consumer Discretionary

Hla Supported Not Supported
Hib Not Supported Not Supported
H2a Not Supported Not Supported
H2b Supported Supported
H3a Not Supported Not Supported
H3b Not Supported Not Supported
H4a Not Supported Not Supported
H4b Not Supported Supported
Hb5a Not Supported Not Supported
H5b Not Supported Supported
Hé6a Not Supported Supported
Hé6b Not Supported Supported
H7a Not Supported Not Supported
H7b Not Supported Not Supported
Consumer Staples Energy
Hla Supported Supported
Hi1b Not Supported Not Supported
H2a Not Supported Supported
H2b Supported Supported
H3a Not Supported Not Supported
H3b Supported Not Supported
H4a Not Supported Not Supported
H4b Supported Supported
Hb5a Supported Not Supported
H5b Not Supported Not Supported
Hé6a Supported Not Supported
Héb Supported Supported
H7a Not Supported Not Supported
H7b Not Supported Not Supported
Health Care Industrials
Hla Not Supported Supported
Hib Not Supported Not Supported
H2a Not Supported Supported
H2b Supported Supported
H3a Not Supported Not Supported
H3b Not Supported Not Supported
H4a Not Supported Not Supported
H4b Not Supported Supported
Hb5a Not Supported Not Supported
H5b Not Supported Not Supported
Hé6a Not Supported Not Supported
Héb Supported Supported
H7a Not Supported Supported
H7b Not Supported Supported

Information Technology Materials
Hla Supported Not Supported
Hib Not Supported Not Supported
H2a Not Supported Supported
H2b Supported Supported
H3a Not Supported Not Supported
H3b Supported Not Supported
H4a Not Supported Not Supported
H4b Not Supported Not Supported
Hb5a Supported Supported
H5b Supported Supported
Hé6a Not Supported Supported
Hé6b Supported Supported
H7a Not Supported Supported
H7b Supported Not Supported

Real Estate Utilities

Hla Not Supported Not Supported
Hib Supported Not Supported
H2a Not Supported Not Supported
H2b Supported Supported
H3a Supported Not Supported
H3b Not Supported Not Supported
H4a Supported Not Supported
H4b Not Supported Not Supported
Hb5a Not Supported Not Supported
H5b Supported Supported
Hé6a Supported Not Supported
Héb Supported Not Supported
H7a Supported Supported
H7b Supported Supported
Discussion

Influence of Available Slack on Firm Performance

Table 13 demonstrates that available slack
positively influences firm performance, as measured
by Tobin’s Q, thereby supporting Hla. A high
current ratio, which indicates available slack,
provides financial flexibility that enables firms to
navigate market uncertainties, invest in growth
opportunities, and implement strategic initiatives.
Strong liquidity allows firms to absorb financial
shocks, sustain operations during downturns, and
capitalize on emerging opportunities, ultimately
enhancing financial stability. This, in turn,
increases investor confidence and raises the firm’s
market valuation, as reflected in Tobin’s Q. The
positive relationship suggests that maintaining
adequate available slack is crucial for firms seeking
to enhance their market-based performance, as it
signals financial strength and resilience.

Conversely, Table 14 indicates that available
slack negatively affects firm performance when
measured by return on assets (ROA), supporting
H1b. While available slack provides firms with
short-term liquidity, excessive current assets not
efficiently deployed can lead to lower profitability.
Firms that hold excessive liquidity without optimizing
its use may experience inefficiencies in asset allocation,
resulting in missed investment opportunities and
decreased operational effectiveness. Over time, this
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inefficiency reduces the firm's ability to generate
profits, lowering ROA. This finding aligns with the
notion that while liquidity is essential, excessive
slack can lead to complacency, suboptimal decision-
making, and inefficient capital utilization, ultimately
hampers profitability.

The findings of this study are consistent with
previous research. [19] also found a positive
influence of available slack on Tobin’s Q, reinforcing
that liquidity strengthens market-based performance
by signaling financial health and strategic flexibility.
Additionally, [4] and [1] provide further empirical
support for the negative relationship between
available slack and ROA, emphasizing that firms
with excessive liquidity but poor asset utilization
tend to experience declining profitability.

These results highlight that available slack
has two sides. It can improve a company's market
value by offering financial security and flexibility,
but too much slack can cause inefficiencies that hurt
profits. So, companies need to find a balance in
managing available slack, keeping enough cash to
take advantage of opportunities while not holding
too much that could lower efficiency and long-term
finances.

Influence of Recoverable Slack on Firm
Performance

Table 13 demonstrates that recoverable slack
negatively influences firm performance, as
measured by Tobin’s Q, thereby supporting H2a.
Recoverable slack, often represented by high
administrative, general, and selling expenses, can
indicate operational inefficiencies that erode firm
value. When firms allocate excessive resources to
non-productive costs rather than investing in
growth-generating activities, market participants
may perceive them as inefficient resource
management. This perception can reduce investor
confidence and lead to a lower market valuation.
Unlike available slack, which provides financial
flexibility, recoverable slack reflects resources that
require managerial effort to reallocate or reduce,
potentially burdening long-term firm performance.
As a result, firms may attempt to minimize this form
of slack to maintain their competitive positioning and
enhance market value.

Similarly, Table 14 indicates that recoverable
slack negatively influences firm performance when
measured by return on assets (ROA), supporting
H2b. Large operational expenditures associated
with recoverable slack reduce a firm’s profitability
by increasing overhead costs without directly
contributing to revenue generation. While some
operational spending is necessary for business
activities, excessive costs in administrative and

general expenses may signify inefficiencies that
constrain financial performance. If firms fail to
control these expenditures effectively, their ability
to maximize returns on assets declines, ultimately
reducing their profitability. This underscores the
need for firms to strategically allocate their
operational spending to prioritize value-enhancing
activities over unnecessary costs.

These findings are consistent with prior
research. [37] found a negative influence of
recoverable slack on Tobin’s Q, highlighting the
detrimental impact of excess operational expenses
on market valuation. Furthermore, [1] documented
a negative relationship between potential slack and
ROA, further supporting the argument that
excessive slack, if not managed effectively, can
weaken a firm's profitability.

These results suggest that recoverable slack is
a critical factor that firms must carefully regulate.
While some slack may provide firms with flexibility,
excessive recoverable slack is detrimental as it
signals inefficiencies and misallocation of resources.
Firms aiming to optimize their financial performance
should focus on cost efficiency, ensuring that
operational expenditures contribute to value creation
rather than acting as a drag on profitability and
market valuation.

Influence of Potential Slack on Firm Performance

Table 13 demonstrates that potential slack
negatively influences firm performance, as
measured by Tobin’s Q, thereby supporting H3a.
Potential slack, often represented by the debt-to-
equity ratio, reflects a firm's reliance on external
financing rather than internal resources. A high
level of potential slack indicates a substantial debt
burden relative to equity, which increases financial
risk, reduces managerial flexibility, and erodes
investor confidence. Firms with high debt obli-
gations face greater financial constraints, limiting
their ability to invest in growth opportunities,
engage in strategic initiatives, or adapt to market
fluctuations. Also, investors might see high leverage
as a sign of financial trouble, which can result in a
lower market value and a drop in Tobin’s Q. Unlike
available slack that offers cash flow, potential slack
refers to a financial setup that, if too high, can turn
into a disadvantage instead of a benefit.

Similarly, Table 14 indicates that potential
slack negatively affects firm performance when
measured by return on assets (ROA), supporting
H3b. Firms that rely heavily on leverage face
increasing financial obligations in the form of
interest payments and debt servicing costs, which
put pressure on profitability and overall asset
efficiency. In times of economic uncertainty or
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financial distress, firms with high leverage may
struggle to maintain profitability, as a larger portion
of their revenues is allocated to debt repayment
rather than reinvestment in productive activities.
High financial leverage can also reduce operational
flexibility, making it more challenging for firms to
optimize their asset utilization and sustain
profitability. As a result, excessive potential slack
weakens a firm's ability to generate returns from its
assets, ultimately leading to lower ROA.

These findings align with previous research.
[19] found a negative influence of potential slack on
Tobin’s Q, reinforcing the argument that high debt
levels reduce market valuation due to perceived
financial instability. Similarly, [4] reported a
negative impact of potential slack on ROA, further
supporting the notion that excessive leverage
weakens a firm’s profitability and asset efficiency.

These results highlight the critical role of
financial structure in firm performance. While some
level of leverage can benefit financing growth,
excessive potential slack poses significant risks,
including increased financial vulnerability, reduced
investor confidence, and constrained managerial
decision-making. Firms must carefully balance
their debt-to-equity ratio to optimize performance,
ensuring that financial leverage is managed
prudently to support strategic growth without
compromising financial stability or long-term
profitability.

Influence of Managerial Ability on Firm
Performance

Table 15 demonstrates that managerial ability
negatively influences firm performance, as measured
by Tobin’s Q, thus supporting the rejection of H4a.
Managerial ability, often associated with opera-
tional efficiency, does not always lead to increased
market value, especially when the focus on
efficiency comes at the cost of long-term growth
opportunities. Firms that prioritize short-term
operational improvements may reduce their
investment in strategic initiatives, such as market
expansion or innovation, which can lead to a lower
perceived growth potential. As Tobin’s Q reflects the
market’s perception of a firm’s prospects, an
excessive focus on efficiency, without balancing
strategic investments, may erode investor confidence
and reduce market valuation. Furthermore, firms
with highly efficient but overly conservative
management may miss growth opportunities that
could enhance their market value, leading to a
decline in Tobin’s Q. This finding underscores the
importance of managing operational efficiency and
fostering an environment that encourages long-
term growth and innovation.

Similarly, Table 16 reveals that managerial
ability negatively affects firm performance when
measured by return on assets (ROA), supporting the
rejection of H4b. A strong emphasis on efficiency can
lead to cost-cutting measures that impact invest-
ments in research and development, marketing,
and other strategic areas essential for long-term
profitability. While operational efficiency is vital for
improving asset utilization, overemphasizing it can
reduce a firm’s ability to innovate and invest in
opportunities that drive future profitability. This
scenario becomes more evident during economic
uncertainty, when firms that have scaled back on
investments in future growth may struggle to
generate sustainable returns. As a result, the firm’s
ability to generate returns from its assets, reflected
in ROA, may decline, particularly if the focus on
short-term efficiency stifles long-term profitability
potential.

These findings contrast with the research of [6]
and [24], who reported a positive influence of
managerial ability on firm performance. The discre-
pancy may stem from differences in the research
context, such as the countries and industries
studied, or variations in the periods considered.
Managerial ability may be more directly associated
with improving operational efficiency and market
valuation in more mature markets or industries
with fewer growth opportunities. However, in
environments where long-term growth opportunities
are more abundant, managerial ability may have a
more pronounced positive impact on performance
metrics like Tobin’s Q and ROA.

In conclusion, while this study's findings
suggest a negative relationship between managerial
ability and firm performance, they also highlight the
importance of balancing efficiency with strategic
investments. Firms that can strike this balance may
enhance operational performance and long-term
profitability, which could support the hypotheses
H4a and H4b under different conditions or contexts.
Therefore, managerial ability can positively influence
firm performance if aligned with a broader strategy
focusing on sustainable growth and innovation.

Managerial Ability Moderate the Influence of
Available Slack on Firm Performance

Table 17 demonstrates that managerial ability
moderates the relationship between available slack
and firm performance, as measured by Tobin’s Q,
supporting Hba. Available slack, representing a
firm’s unutilized resources or excess capacity, can be
strategically deployed for growth opportunities,
such as innovation, market expansion, and new
investments. However, the successful deployment of
available slack depends on the ability of the firm's
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management to make informed, effective decisions.
Competent managers with high levels of
managerial ability are better equipped to utilize
available slack in ways that enhance firm value. For
example, skilled managers can identify opportunities
to invest slack resources in high-return areas,
thereby increasing the firm’s market position and
future growth prospects, which directly impacts
Tobin’s Q. By allocating available slack toward
Initiatives that align with long-term strategic goals,
managers can foster a more favorable market
outlook, leading to a higher Tobin’s Q. This finding
supports the idea that managerial ability plays a
critical role in transforming available slack into a
strategic advantage that improves market valuation.

In contrast, Table 18 indicates that managerial
ability does not moderate the relationship between
available slack and firm performance when
measured by return on assets (ROA), which partly
supports rejecting H5b. This suggests that while
managerial ability may be beneficial in utilizing
slack for strategic investments that affect market
value, its influence on asset efficiency and
profitability, as reflected by ROA, may not be as
pronounced. The ability to optimize asset utilization
and generate returns from available slack requires
more than just strategic insight; it also necessitates
operational effectiveness and a focus on improving
asset productivity. If managerial competence is
lacking in these areas, available slack may not be
effectively converted into higher asset efficiency or
profitability. In this case, the firm’s ability to
leverage slack for improved ROA might be
constrained by operational inefficiencies, inadequate
resource allocation, or the failure to make necessary
investments in asset optimization. Therefore, while
managerial ability may facilitate strategic
investments that boost market value, its role in
moderating asset efficiency may require further
enhancement to yield positive results for ROA.

These findings align with the research of [5],
who found that managerial competence is crucial for
enhancing firm performance, although their study
did not specifically address the moderating effect of
available slack. Likewise, there aren't many studies
that have looked at how managerial ability,
available slack, and firm performance relate to
Tobin’s Q and ROA, showing that more research is
needed in this area. The differing effects on Tobin’s
Q and ROA underscore the complexity of
managerial decision-making and highlight that the
impact of managerial ability on firm performance
may vary across different performance metrics.

In conclusion, while managerial ability proves
to be a significant moderator in the relationship
between available slack and market value (Tobin’s
Q), its effect on ROA requires further exploration.

Managers who excel in strategic decision-making
and resource allocation can effectively leverage
available slack to increase firm value, aligning with
Hb5a. However, managerial abilities must extend
beyond strategic vision to improve asset efficiency
and enhance ROA to include operational excellence
in asset management and profitability optimization.
These insights suggest managerial ability can be a
powerful moderating force in improving firm
performance. However, the effectiveness of its
application across strategic and operational dimensions
may determine its influence on performance metrics.

Managerial Ability Moderate the Influence of
Recoverable Slack on Firm Performance

Table 17 shows that managerial ability
moderates the relationship between recoverable
slack and firm performance, as measured by market
value (Tobin’s Q), supporting H6a. Recoverable
slack, which refers to the firm's excess resources
that can be readily used to support future
investments or growth opportunities, can, in some
cases, have a negative impact on market valuation
if not properly managed. Suppose a firm holds onto
significant amounts of slack without actively
deploying it. In that case, investors may perceive
this as a sign of inefficiency or missed growth
potential, leading to a decline in market value.
However, when managerial ability is high,
competent managers can turn this potential
negative into a positive by strategically utilizing
recoverable slack. Managers with skills can
pinpoint opportunities to invest slack in high-return
projects, expand the firm's market position, or
innovate. They optimize the use of recoverable slack
to enhance the firm's growth prospects and improve
Tobin's Q. This aligns with the idea that managerial
ability can mitigate the potentially negative effects
of holding excessive slack by transforming it into a
strategic resource that enhances market valuation.

Table 18 also shows that managerial ability
moderates the relationship between recoverable
slack and firm performance, as measured by return
on assets (ROA), supporting H6b. Although
recoverable slack can be a valuable resource for
firms, it may result in wasted assets and decreased
profitability if not utilized efficiently. Competent
managers can allocate slack resources effectively to
optimize asset utilization, increase productivity, and
improve profitability. For example, they may use
slack to invest in capital expenditures that enhance
asset performance or to refine operational processes
that improve asset turnover. In doing so, they can
reduce the negative impact of recoverable slack on
asset efficiency and ensure that it supports
improved ROA. On the other hand, without strong
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managerial competence, slack resources may
remain underutilized, resulting in lower asset
efficiency and a negative impact on ROA. This
highlights the importance of managerial ability in
ensuring that recoverable slack contributes to
higher profitability and efficient use of assets.

This research contrasts with the findings of [5],
who emphasized the role of managerial competence
in firm performance but did not specifically examine
the moderating role of recoverable slack. Their
study focused on broader aspects of managerial
competence and performance without considering
how slack resources might interact with managerial
skills to affect performance metrics like Tobin’s Q
and ROA. The difference between this research and
that of [5] indicates that we need to look more into
how recoverable slack, as a useful resource, works
with managerial skills. Also, there aren't many
studies that look at how managerial ability affects
the link between recoverable slack and a company's
performance, including its market value and asset
returns.

In conclusion, the findings of this study support
the hypothesis that managerial ability moderates
the relationship between recoverable slack and firm
performance, as measured by both Tobin’s Q and
ROA. Competent managers can effectively harness
recoverable slack to enhance market value by
Investing it in growth opportunities and improving
asset efficiency, directly contributing to higher
profitability and improved returns. However,
recoverable slack may negatively affect market
valuation and asset utilization without strong
managerial competence. These findings emphasize
how important managerial skills are for using slack
resources effectively and suggest that more research
is needed to understand how management ability
can influence the impact of recoverable slack on a
company's performance in various areas.

Managerial Ability Moderate the Influence of
Potential Slack on Firm Performance

Table 17 shows that managerial ability
moderates the relationship between potential slack
and firm performance, as measured by market
value (Tobin’s Q), supporting H7a. Potential slack,
representing the firm’s untapped resources or
financial flexibility, can be an asset when managed
effectively. When competent managers are at the
helm, they can strategically allocate these resources
to initiatives that strengthen the firm’s competitive
position in the market. For instance, managers can
use potential slack to make acquisitions, fund
Innovations, or enter new markets, which can drive
growth and increase the firm’s market value.
Additionally, potential slack can enhance investor

and stakeholder perception when the firm holds
resources for strategic flexibility, signaling pre-
paredness for future opportunities or downturns.
Therefore, high-quality management can transform
potential slack into a competitive advantage,
improving Tobin’s Q by reflecting higher market
value due to anticipated future growth and reduced
risk. This emphasizes the role of managerial ability
in optimizing the strategic deployment of resources
to maximize market valuation.

However, Table 18 indicates that managerial
ability does not moderate the relationship between
potential slack and firm performance, as measured
by return on assets (ROA), which provides insight
into the limitations of managerial competence in
affecting asset efficiency. While skilled managers
may excel at managing potential slack for long-term
growth or strategic flexibility, they may not be able
to directly influence how slack is utilized to improve
the operational efficiency of the firm’s assets.
Potential slack plays a crucial role in mitigating
market uncertainties, empowering firms to
navigate financial challenges or capitalize on future
opportunities. Therefore, its impact on short-term
operational performance may be minimal as
measured by ROA. Even though competent managers
can plan, potential slack may not immediately
translate into increased asset efficiency or profitability.
This suggests that potential slack is better suited for
long-term goals, such as risk management, rather
than for improving asset utilization in the short
term.

The findings in this study align with the work
of [5], who highlight the importance of managerial
competence in driving firm performance. However,
their research does not specifically consider
potential slack as an independent variable or its
interaction with managerial ability. In contrast, this
study shows that managerial ability can change how
potential slack affects a company's performance,
indicating that when managers use slack resources
well, it can greatly influence long-term success
measures like Tobin’s Q, but not as much on short-
term measures like ROA. The discrepancy between
these two findings further emphasizes the need for
further research into how managerial competence
interacts with potential slack to influence various
aspects of firm performance.

Overall, these results support H7a by
demonstrating that managerial ability moderates
the relationship between potential slack and firm
performance, as measured by Tobin’s Q. Competent
managers can effectively utilize potential slack to
strengthen the firm’s market position, improve
investor perceptions and enhance long-term growth,
ultimately driving up market value. However, these
results suggest that potential slack does not
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immediately affect asset efficiency or short-term
profitability, as reflected in ROA, which highlights
the need for further exploration of the moderating
role of managerial ability on different performance
metrics. The findings contribute to the growing body
of literature on the complex interplay between
managerial skills and slack resources, emphasizing
the importance of context and the specific performance
indicators being analyzed.

CONCLUSION

This study examines organizational slack's
influence on firm performance with managerial
ability as a moderating variable, using data from
the ASEAN 5 industrial sectors (excluding the
financial sector) from 2019 to 2023. Available slack,
proxied by current assets, has a positive impact on
firm performance as measured by market value
(Tobin's Q) but a negative effect on performance as
measured by return on assets (ROA). These results
are consistent with the author's hypothesis, thus
supporting Hla and H1b, which state that available
slack positively impacts market value and
negatively affects ROA.

Recoverable slack negatively impacts firm
performance as measured by market value and
return on assets across all ASEAN 5 industrial
sectors, except for the financial sector. These
findings support hypotheses H2a and H2b, which
state that recoverable slack negatively impacts firm
performance based on both indicators.

Potential slack, proxied by the debt-to-equity
ratio, negatively impacts firm performance as
measured by market value and return on assets.
These results support hypotheses H3a and H3b,
which state that potential slack negatively impacts
both indicators of firm performance, market value,
and ROA.

The managerial ability has a negative impact

on firm performance as measured by market value
and return on assets across all industrial sectors,
except for the financial sector. This finding
contradicts the hypothesis that a positive impact is
expected, thus rejecting H4a and H4b, which state
that managerial ability positively impacts firm
performance.
Managerial ability moderates the relationship
between available slack and firm performance as
measured by market value, supporting hypothesis
Hb5a. However, managerial ability does not
moderate the relationship between available slack
and performance as measured by ROA, thus
rejecting H5b.

Managerial ability also moderates the relation-
ship between recoverable slack and firm performance,
as measured by market value and return on assets,

supporting hypotheses H6a and H6b. These findings
indicate that managerial ability is important in
managing the negative impact of recoverable slack
on firm performance.

Managerial ability moderates the relationship
between potential slack and firm performance as
measured by market value, supporting hypothesis
H7a. However, there is no significant moderation in
the relationship between potential slack and
performance as measured by ROA, thus rejecting
hypothesis H7b.

The results of this research are expected to
provide implications for companies as a reference in
effectively managing excess resources (slack) to
improve company performance and for investors as
a reference in making decisions and assessing the
risks faced by the company. In addition, this
research is also expected to be helpful as a guideline
for future researchers in developing research on
organizational slack and the importance of
managerial capabilities to ensure company
performance.

This research has several limitations that may
affect its results, including the fact that many non-
financial companies in the ASEAN 5 S&P Capital
IQ do not meet the research criteria, such as
changes in listing status, incomplete financial
reporting data, and consecutive losses during 2019-
2024. We restrict the research sample to companies
that generated operating profits between 2019 and
2023, encompassing only five ASEAN 5 countries.
Additionally, we use the GDP growth variable as
the sole indicator to differentiate between countries.
Some models in the research, such as Models 3 and
4, violate the multicollinearity test because the
moderating variable is tested as an independent
variable. In contrast, Models 5 and 6 violate
multicollinearity due to the interaction between the
moderation and independent variables. Models 1 to
6 also fail the tests for uneven spread of errors and
patterns over time, which means Driscoll-Kraay
standard error treatment is needed. Finally, the use
of DEA for the moderating variable of managerial
ability must fully reflect actual managerial ability.

This research is expected to contribute to the
development of scientific knowledge, although the
researchers acknowledge the limitations that may
affect the research results. To strengthen and
improve the quality of future research, the researchers
suggest several things, including extending the
duration and period of the study to expand the
sample so that the results obtained are more
relevant to current conditions. The researchers also
recommend increasing the number of journal
references to help select the appropriate variables
and expanding the proxies used for moderating
variables to make the research results more relevant
and in-depth.



20

(1]

(2]

(3]

(4]

(5]

(6]

(7]

(8]

(9]

(10]

(11]

JURNAL AKUNTANSI DAN KEUANGAN, VOL. 27, NO. 1, MAY 2025: 1-22

REFERENCES

Agusti-Perez, M., Galan, J. L., & Acedo, F. dJ.
(2020). Relationship between slack resources
and performance: temporal symmetry and
duration of effects. European Journal of
Management and Business Economics, 29(3),
255-275.  https://doi.org/10.1108/EJMBE-10-
2019-0177

Agusti, M., Velasco, F., & Galan, J. L. (2021).
The dynamic slack-performance relationship
from an efficiency perspective. Managerial and
Decision Economics, 42(4), 850-862. https:/
doi.org/10.1002/mde.3277

Aisyah, S. (2022). The role of financial
performance as a mediator between good
corporate governance and firm value. Atestasi :
Jurnal Ilmiah Akuntansi, 5(1), 255—268.
https:/doi.org/10.57178/atestasi.v511.312
Alrashdan, A., & Alnahedh, M. (2023). Slack
resources and firm performance: evidence from
GCC countries. International Journal of
Organizational Analysis, 31(7), 3348-3371.
https://doi.org/10.1108/IJOA-05-2022-3266
Ariantika, E. N., & Geraldina, 1. (2019).
Implikasi kecakapan manajerial pada laporan
keberlanjutan dan kinerja perusahaan. Jurnal
Dinamika Akuntansit Dan Bisnis, 6(1), 39-50.
https://doi.org/10.24815/jdab.v611.10815
Ashiq, A., Guoxing, Z., Tabasam, A. H., &
Khan, M. N. (2023). Indirect Effect of earnings
quality in the linkage between managerial
ability and firm performance: evidence from an
emerging economy. Tuijin Jishu/Journal of
Propulsion Technology, 44(2), 1-117.
https://doi.org/10.52783/tjjpt.v44.12.177

Aulia, H., & Gandakusuma, I. (2020). The effect
of capital structure on firm performance of
manufacturing companies in ASEAN 5
country. 144(4), 473-477. https:/doi.org/10.
2991/aebmr.k.200606.080

Ayub, H., & Nawas, H. (2022). Title: Do the
financial slacks improve the performance of
agribusiness? a mediating role of corporate
social responsibility activities history. Journal
of Finance and Accounting Research (JFAR),
4(2), 76.

Bao, G., Zhang, W., Xiao, Z., & Hine, D. (2020).
Slack resources and growth performance: The
mediating roles of product and process
innovation capabilities. Asian Journal of
Technology Innouvation, 28(1), 60—76. https://
doi.org/10.1080/19761597.2019.1700383
Barney, J. (1991). Firm reources ad sustained
competitive advantege. Journal of Management,
17(1), 99-120.

Boon-Leong, L., & Swee-Sim, F. (2020). Managerial

[14]

ability, firm performance and CEO remune-
ration: evidence for Malaysian listed family
firms. International Journal of Economics and
Management, 14(3), 417—-433.

Chen, S, Li, Z., Han, B., & Ma, H. (2021).
Managerial ability, internal control and
investment efficiency. Journal of Behavioral
and Experimental Finance, 31(1), 100523.
https://doi.org/10.1016/j.jbef.2021.100523
Chireka, T., & Moloi, T. (2024). Firm value,
corporate cash holdings and the role of
managerial ability. South African Journal of
Business Management, 55(1), 1-10. https://doi.
org/10.4102/sajbm.v5511.4541

Cui, H., Chen, C., Zhang, Y., & Zhu, X. (2019).
Managerial ability and stock price crash risk.
Asia-Pacific Journal of Accounting and
Economics, 26(5), 5632-554. https://doi.org/10.
1080/16081625.2019.1636662

Demerjian, P., Lev, B., & McVay, S. (2012).
Quantifying managerial ability: A new
measure and validity tests. Management
Science, 58(7), 1229-1248. https://doi.org/10.
1287/mnsc.1110.1487

Duan, Y., Wang, W., & Zhou, W. (2020). The
multiple mediation effect of absorptive capacity
on the organizational slack and innovation
performance of high-tech manufacturing firms:
Ewvidence from Chinese firms. International
Journal of Production Economics, 229(12),
107754.
https://doi.org/10.1016/).1;jpe.2020.107754
Godoy-Bejarano, J. M., Ruiz-Pava, G. A, &
Téllez-Falla, D. F. (2020). Environmental com-
plexity, slack, and firm performance. Journal
of Economics and Business, 112(10), 105933.
https://doi.org/10.1016/j.jeconbus.2020.105933
Guo, F., Zou, B., Zhang, X., Bo, Q., & Li, K.
(2020). Financial slack and firm performance
of SMMEs in China: Moderating effects of
government subsidies and market-supporting
nstitutions. International Journal of Production
Economics, 223(7), 107530. https://doi.org/10.
1016/1.1jpe.2019.107530

Hailu, D. H., Wang, M., Ibrahim, A. A, &
Ayalew, M. M. (2020). Financial slack and firm
performance: evidence from Afrika. Global
Journal LATEX Journal Kaleidoscope, 20(4),
1-30. Retrieved from https://journalofbusiness.
org/index.php/GJMBR/article/view/3232
Hambrick, D. C., Geletkanycz, M. a, &
Fredrickson, J. W. (1993). Top executive commit-
ment to the. Strategic Management Journal,
14(6), 401-418.

Hambrick, D. C. P. A. M. (1984). Upper
Echelons : The organization as a reflection of its
top managers. Academy of Management Review,



(22]

(23]

(24]

(25]

(26]

(27]

(28]

(29]

(30]

(31]

Naibaho: The Influence of Organizational Slack on Firm Performance 21

9(2), 193-206. Retrieved from 10.5465/AMR.
1984.4277628%0Ahttp://0-
search.ebscohost.com.pugwash.lib.warwick.ac.
uk/login.aspx%3Fdirect%3Dtrue%26db%3Dbt
h%26AN%3D4277628%26site%3Deds-
live&group=trial

Handoko, A. Z. S., & Larasati, A. Y. (2024).
Pengaruh Corporate Social Responsibility dan
kinerja lingkungan terhadap kinerja keuangan.
Journal of Economic, Bussines and Accounting
(COSTING), 7(4), 9739-9750.
https://doi.org/10.31539/costing.v714.9269
Heubeck, T. (2023). The impact of dynamic
managerial capabilities on firm performance:
A moderated mediation analysis of German
DAX firms. Journal of Management and
Organization, 57(1), 1-26. https://doi.org/10.
1017/jmo.2023.57

Inam Bhutta, A., Sheikh, M. F., Munir, A,,
Naz, A., & Saif, 1. (2021). Managerial ability
and firm performance: Evidence from an
emerging market. Cogent Business and
Management, 8(1), 129-146. https://doi.org/10.
1080/23311975.2021.1879449

Lee, C. C., Wang, C. W., Chiu, W. C., & Tien, T.
S. (2018). Managerial ability and corporate
Investment opportunity. International Review
of Financial Analysis, 57(2), 65-76.
https://doi.org/10.1016/.irfa.2018.02.007

Ly, L. H,, & Huang, Y. F. (2019). Manufacturing
strategy, organizational slack, and the formation
of interfirm linkages. Chinese Management
Studies, 13(1), 70-92. https://doi.org/10.1108/
CMS-08-2017-0238

Mao, Y., Li, P, & Li, Y. (2023). The relationship
between slack resources and organizational
resilience: The moderating role of dual
learning. Heliyon, 9(3), 1-12. https://doi.org/10.
1016/.heliyon.2023.e14044

Maulidar, A., & Majid, M. S. A. (2020). Do good
corporate governance and financing risk
management matter for Islamic banks’
Performance in Indonesia? Etikonomi, 19(2),
169-184.
https://doi.org/10.15408/etk.v19i2.15080
Meckling, M. C. J. W. H. (1976). Jensen and
meckling. The Corporate Financiers, 3, 305—
360.
https://doi.org/10.1057/9781137341280.0038
Mousa, F. T., Chowdhury, J., & Gallagher, S.
R. (2023). The implications of CEO power on
the relationship between firm resources and
innovation. Journal of Management and
Organization, 29(1), 14-29.
https://doi.org/10.1017)mo.2019.84

Ngatno, Apriatni, E. P., & Youlianto, A. (2021).
Moderating effects of corporate governance

[39]

mechanism on the relation between capital
structure and firm performance. Cogent
Business and Management, 8(1), 1-22.
https://doi.org/10.1080/23311975.2020.186682
2

Nurazi, R., Zoraya, 1., & Wiardi, A. H. (2020).
The influence of good corporate governance
and capital structure on firm value: the
mediation role of financial performance. Media
Ekonomi dan Manajemen, 35@2), 230.
https://doi.org/10.24856/mem.v3512.1554
Rashid Khan, H. ur, Khidmat, W. Bin, Hares,
0. Al, Muhammad, N., & Saleem, K. (2020).
Corporate governance quality, ownership
structure, agency costs and firm performance.
evidence from an emerging economy. Journal
of Risk and Financial Management, 13(7), 1—
33. https://doi.org/10.3390/rfm13070154
Siddique, M., Rasheed, A., & Khalid, W. (2023).
the Impact of corporate strategy and
organizational slack on corporate performance:
evidence from Pakistan. Russian Law Journal,
11(35), 214-231. https://doi.org/10.52783/x];.
v11i3s.761

Ting, I. W. K., Tebourbi, I., Lu, W. M., & Kweh,
Q. L. (2021). The effects of managerial ability
on firm performance and the mediating role of
capital structure: evidence from Taiwan.
Financial Innovation, 7(1), 1-23. https:/doi.
org/10.1186/s40854-021-00320-7

Trisanti, T. (2019). Discretionary accounting
choice and management opportunistic behavior
to manage income. Jurnal Akuntansi Dan
Keuangan, 21(1), 21-29. https://doi.org/10.
9744/jak.21.1.21-29

Vaughan, Y., & Koh, Y. (2019). Role of resource
slack in rapid international expansion of
restaurant companies. International Journal
of Contemporary Hospitality Management,
31(1), 2-20. https://doi.org/10.1108/IJCHM-07-
2017-0415

Wang, W. K., Lu, W. M., Kweh, Q. L., & Lee, J.
J. (2021). Management characteristics and
corporate performance of Chinese chemical
companies: the moderating effect of managerial
ability. International Transactions in Operational
Research, 28(2), 976-995. https://doi.org/10.
1111/itor.12575

Wernerfelt, B. (1984). The resource-based view
of the firm. Journal of Management Inquiry,
21(1), 124. https://doi.org/10.1177/1056492611
436225

Wijaya, H., & Memarista, G. (2024). Board size
and firm performance: the moderating role of
female representation. Jurnal Akuntansi Dan
Keuangan, 26(1), 18-28. https:/doi.org/10.
9744/jak.26.1.18-28



22 JURNAL AKUNTANSI DAN KEUANGAN, VOL. 27, NO. 1, MAY 2025: 1-22

[41] Zhang, X., Choi, S., & Zhang, L. (2020). Do industrial environments? In SSRN Electronic
slack resources promote or constrain firm Journal 11(12), 1-45. https://doi.org/10.2139/
performance in munificent, dynamic, and complex ssrn.4129763



