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Abstract: This study aims to analyze the influence of managerial ability and Corporate Social
Responsibility (CSR) on financial performance, while the moderating role of CEO tenure. Superior
managerial ability manifests as a CEO’s capability to allocate resources efficiently, execute strategic
decisions, and mitigate operational risks. Concurrently, CSR is recognized as a strategic instrument to
build corporate legitimacy, enhance reputation, and foster long-term stakeholder relationships, which
are theorized to improve financial outcomes. Despite these theoretical foundations, previous empirical
findings remain inconsistent. This research proposes CEO tenure as a potential moderating factor,
grounded in the premise that a longer tenure provides executives with deeper organizational insight
and broader networks to optimize the impact of managerial skills and social initiatives. The research
focuses on the basic materials sector companies listed on the Indonesia Stock Exchange (IDX) for the
period 2020-2024. This study utilizes secondary data obtained from audited annual reports and
sustainability reports. Data analysis was conducted using panel data regression via EViews software.
The empirical results demonstrate that managerial ability exerts a significant positive influence on
financial performance, confirming that executive efficiency is a critical driver of corporate profitability
within the sector. Conversely, CSR disclosure was found to have no significant effect on financial
performance, suggesting that social responsibility initiatives may not be viewed as primary determinants
of financial value by investors in the Indonesian basic materials industry during the observation period.
Furthermore, the results indicate that CEO tenure fails to moderate the relationship between either
managerial ability or CSR disclosure and financial performance. These findings imply that the efficacy
of a CEO’s capability and social policies remains independent of their length of service. This study
contributes to the strategic management literature by clarifying the internal drivers of performance in

a volatile market context.

Keywords: CEO Tenure; CSR Disclosure; Financial Perfomance; Management Ability; Panel Data
Regression.

1. Introduction

In achieving optimal company performance, executive leadership plays a crucial role in
determining the direction and strategy of the company. Managerial ability in optimizing
financial decisions requires the CEO (Chief Executive Officer) and top management to
formulate strategies, funding structures, and accounting policies that affect the quality of
profit information. Managers with high levels of ability are capable of developing more
effective strategies, allocating assets efficiently, and making profitable business decisions in
the long term. The ability of managers to manage risk effectively is essential to capitalize on
opportunities while minimizing potential losses, which ultimately improves financial
performance. A study (Ashiq et al., 2023) of non-financial companies listed on the Pakistan
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Stock Exchange (PSX) found that efficient managers can improve income quality, reduce
information asymmetry, and consequently lead to higher company performance. Even
research (Qian et al., 2023) on 256 high-tech Small and Medium Enterprises (SMEs) in China
over a 13-year period, from 2007 to 2019, found that managerial competence can strengthen
the relationship between R&D investment and financial performance, especially during
economic downturns. This means that skilled management is crucial for translating R&D
efforts into better financial returns. In addition, it can help companies navigate challenging
economic landscapes in uncertain external conditions.

Moreover, management must be accountable to shareholders for all its efforts. This is
in line with the main principle of agency theory, which defines the working relationship
between the authorizing party, namely the owner (principal), and the authorized party, namely
the manager (agent). On the other hand, CSR plays a role in building the company's legitimacy
in the eyes of stakeholders, enhancing its reputation, and creating positive long-term
relationships, which can ultimately have an impact on the company's profitability and value.
(Asari et al., 2024) found that CSR has an influence on financial performance, whereby CSR
activities can increase the profitability and value of a company, especially in sectors where
consumer petceptions are ctitical. Reporting on a company's CSR activities can increase the
transparency of organizational governance and its social impact (Cheng et al., 2014).
However, findings (Ngoc, 2018) investigating the relationship between CSR disclosure and
the financial performance of banks in Vietnam show a negative relationship between CSR
disclosure and company performance. This contrasts with the findings (Tjandrakirana et al.,
2024) that Corporate Social Responsibility (CSR) does not affect the financial performance
of healthcare companies listed on the Indonesia Stock Exchange during 2018-2023, indicating
a lack of significant impact compared to environmental performance and green accounting.

Some studies show positive results, while others find weak or even insignificant effects.
One factor that could potentially explain this inconsistency is CEO tenure. CEOs with longer
tenures generally have a deep understanding of the company, extensive networks, and trust
from stakeholders, thereby strengthening the relationship between managerial ability and CSR
on financial performance. Conversely, in the eatly stages of their tenure, CEOs may still face
limitations in terms of specific experience within the company, meaning that the influence of
managerial ability and CSR is not yet optimal. A study (Butt et al., 2020) shows that power
dynamics within a company, such as the strong influence of the CEO, can direct the strategic
focus of CSR to be more in line with market expectations, which ultimately increases the
positive impact of CSR on company performance. Therefore, this study aims to examine
whether managerial ability influences financial performance and whether CSR influences
financial performance. It also examines the moderating role of CEO tenure in strengthening
or weakening the influence of managerial ability and CSR on financial performance.

2. Literature Review
Agency Theory

Agency theory explains the relationship between principals and agents, whereby
principals delegate authority to agents in terms of business management and decision-making
within a company (Jensen and Meckling, 1976). Under the framework of agency theory,
management serves as the agent contracted by shareholders to prioritize their financial
interests. This arrangement grants management the discretionary authority to execute
strategic decisions intended to maximize shareholder value, thereby establishing a formal line
of accountability from the executives to the owners.
Legitimacy Theory

Legitimacy Theory is a theory that explains how companies seck to obtain, maintain, and
retain support from the community and stakeholders by ensuring that their operations are in
line with prevailing social norms and values. This theory is based on the assumption that
companies do not only operate for profit but must also consider social expectations in order
to survive and grow (Suchman, 1995; Deegan, 2002). This theory is based on a social contract
that provides a general description of how companies can engage positively with society
(Hidayat & Herawaty, 2025). Legitimacy theory is an important framework for understanding
how companies adapt to social norms in order to maintain their existence.
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Financial Performance

Financial performance is the measurement and assessment of the financial performance
of a business entity or organization in a given period, which shows the extent to which the
company has succeeded in achieving its goals in generating profits and managing assets effec-
tively and efficiently. This assessment uses various benchmarks, such as financial ratios, to
examine the company's financial health and assess management accountability. Companies
with high profits are able to increase their value, while companies that fail to meet their per-
formance objectives will see their value decline (Lestari & Khomsiyah, 2023).

Management Ability

Management ability is a set of skills, knowledge, and competencies required by a manager
to lead, manage, and coordinate resources effectively to achieve organizational goals. These
abilities include planning, organizing, decision-making, communication, problem-solving, and
team motivation, all of which are important for business performance and success. Managerial
ability plays an important role in achieving long-term goals (Ramadana et al., 2025). Compe-
tent managers are better able to use resources efficiently and make strategic decisions, which
will affect operational efficiency and risk management.

Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) encapsulates the principle that organizations, par-
ticularly business entities, must maintain accountability toward a broad spectrum of stake-
holders, including consumers, employees, shareholders, and the local community. This frame-
work necessitates the integration of ethical considerations into all operational facets, specifi-
cally addressing environmental preservation, waste management, product integrity, and equi-
table labor practices. In the assessment, if a company repotts its activities to the public, it is
given a score of 1, but if the company does not disclose its performance report, it is given a
score of 0 (Angelina & Nursasi, 2021).

CEO Tenure

CEO tenure is the length of time an individual serves as Chief Executive Officer (CEO)
of a company. The CEO's term of office has a significant impact on the company's perfor-
mance and strategy (Prasetyo & Aryani, 2025). The duration of this position is important
because it can influence strategic decisions, long-term company performance, and the CEO's
involvement with the company.

3. Materials and Method

This study is a quantitative study using Eviews software to analyze sample data and draw
conclusions from the selected samples. The research data was collected using annual reports
and sustainability reports. The population in this study was basic material manufacturing
companies listed on the Indonesia Stock Exchange (IDX). The sample in this study consisted
of basic material companies listed on the Indonesia Stock Exchange during 2020-2024 (5
years). The main sources of secondary data in this study include annual reports and
sustainability reports from the IDX website and companies. This study uses independent
variables, namely Management Ability and CSR, dependent variables, namely Financial
Performance, and moderating variables, namely CEO Tenure.

4. Results and Discussion

This study examines the role of management ability and CSR, with CEO tenure as a
moderator, on financial performance in manufacturing companies in the Basic Materials sub-
sector listed on the Indonesia Stock Exchange from 2020 to 2024. The research variables
consist of four variables, including management ability and CSR as independent variables,
CEO tenure as a moderating variable, and financial performance as a dependent variable. The
research population consisted of 95 manufacturing companies in the basic materials sub-
sector on the Indonesia Stock Exchange, and the sample was determined using purposive
sampling techniques. The sample consisted of 75 companies, with a research period of 5 years,
resulting in 375 research data points.
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Table 1. Descriptive Statistics Results.

Financial Management CSR CEO
Perfomance (FP) Ability (MA) Tenure
(CT)
Mean 1.8980 0.6657 0.9893 8.1306
Median 24613 0.6396 1 4
Maximum 61.3502 2.7667 1 53
Minimum -104.9839 0.0001 0 0
Std. Dev. 11.2976 0.3336 0.1028 10.2465
Observations 375 375 375 375

Source: Eviews 13 Output (2026)

Financial performance as a dependent variable is measured using return on assets. Based on 375
samples, the lowest ROA of -104.9839 was recorded by PT Tirta Mahakam Resources Tbk. in the 2020
fiscal year, while the highest ROA of 61.3502 was recorded by PT SLJ Global Tbk. in the 2022 fiscal
year. The average ROA value of 1.8980 is smaller than the standard deviation of 11.2976, which means
that the data is more varied and spread across the research population range. Management ability is an
independent variable measured by the MA score based on Data Envelopment Analysis (DEA). Based
on 375 samples, the lowest MA score of 0.0001 was held by PT Wilton Makmur Indonesia Tbk. in the
2024 fiscal year, while the highest value was held by PT Indonesia Fibreboard Industry Tbk. in the
2023 fiscal year, which was 2.7667. The average MA score of 0.6657 is greater than the standard
deviation of 0.3336, which means that the data is homogeneous and can represent the research
population. Corporate Social Responsibility (CSR) is a variable measured from the CSR Disclosure
Index (CSRDI) with a dichotomy of 1 for companies that have disclosed CSR. Almost all companies
have fulfilled their CSR obligations during the research year. CEO tenure as a mediating variable in
this study was measured using the length of time the CEO had been in office. Based on 375 samples,
the lowest value was 0 (newly appointed as president director/managing director) and the highest value
was 53. The average CEO tenure value of 8.1306 was smaller than the standard deviation of 10.2465,
which means that the data was more varied and spread across the research population range.

In this study, to determine the best model to use in the analysis, preliminary testing was conducted

using the Chow test, Hausman test, and Lagrange multiplier test.
Table 2. Chow Test.

Redundant Fixed Effects Tests
Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 4.056404 (74,297) 0.0000
Cross-section Chi-square 261.928602 74 0.0000

Source: Eviews 13 Output (2026)

Table 2. The Chow test above shows that both the Cross Section F and Chi Square probability
values are smaller than the alpha value of 0.05, thus rejecting the null hypothesis. This indicates that
the best model to use is the model using the fixed effect method. Based on the Chow test results that
reject the null hypothesis, the data testing continues to the Hausman test.
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Table 3. Hausman Test.

Correlated Random Effects - Hausman Test

Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 6.447341 3 0.0918

Source: Eviews 13 Output (2026)
Table 3. The Hausman test results above show a p-value of 0.0918 > 0.05, so it can be concluded
that the best model to use is the Random Effect Model (REM).
Table 4. Hausman Test.

Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided

(all others) alternatives

Test Hypothesis
Cross-section Time Both
Breusch-Pagan 98.68971 0.609409 99.29912
(0.0000) (0.4350) (0.0000)
Honda 9.934270 0.780646 7.576590
(0.0000) (0.2175) (0.0000)
King-Wu 9.934270 0.780646 3.010035
(0.0000) (0.2175) (0.0013)
Standardized Honda 10.34569 1.206537 2.184900
(0.0000) (0.1138) (0.0144)
Standardized King-Wu 10.34569 1.206537 0.298155
(0.0000) (0.1138) (0.3828)
Gourieroux, et al. - -- 99.29912

(0.0000)

Source: Eviews 13 Output (2026)
Table 4. The Lagrange Multiplier (LM) test results show that the Breusch-Pagan probability value
is < 0.05, so the best model to use in this study is the Random Effect Model (REM).
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Table 5. Partial Test — equation 2
Dependent Variable: FP

Method: Panel EGLS (Cross-section random effects)
Sample: 2020 2024

Periods included: 5

Cross-sections included: 75

Total panel (balanced) observations: 375

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.

C -10.9697 6.7161 -1.6333 0.1032
MA 14.1408 2.3415 6.0391 0.0000
CSR 3.4909 6.6702 0.5233 0.6010

Source: Eviews 13 Output (2026)

The multiple linear regression equation model for predicting the effect of independent variables
on dependent variables is: FP = =-10.9697 + 14.1408MA+ 3.4909CSR + e.

The regression equation constant value of -10.9697 indicates a negative relationship between the
independent variable and the dependent variable. Therefore, if MA and CSR are assumed to be 0, this
will reduce the financial performance value by 10.9697. The MA variable coefficient value of 14.1408
indicates a positive relationship between the MA variable and the financial performance variable.
Therefore, for every 1 unit increase in management ability, financial performance will increase by
14.1408 units, assuming that other independent variables are equal to 0. The MA variable has a signif-
icance value of 0.0000, which is less than the significance level of 0.05, while the t-value is 6.0391,
which is greater than the t-value of 1.649. This means that the management ability variable has a sig-
nificant effect on financial performance. While the CSR variable coefficient value of 3.4909 indicates
a positive relationship between the CSR variable and the financial performance variable. Thus, for
every 1 unit increase in CSR, financial performance will increase by 3.4909 units, assuming that other
independent variables are equal to 0. The CSR variable has a significance value of 0.6010, which is
greater than the significance level of 0.05, while the t-value is 0.5233, which is smaller than the t-value
of 1.649. This means that the CSR variable has no effect and is not significant on financial performance.

Table 6. Partial test — equation 2.

Dependent Variable: KKK

Method: Panel EGLS (Cross-section random effects)
Sample: 2020 2024

Periods included: 5

Cross-sections included: 75

Total panel (balanced) observations: 375

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 21.9748 24.7527 0.8877 0.3752
MA 6.8386 2.7532 2.4838 0.0134
CSR -23.9594 24.7108 -0.9695 0.3328
CT -5.1475 3.6730 -1.4014 0.1619
MA*CT 1.1373 0.2670 4.2585 0.0000
CSR*CT 4.2886 3.6741 1.1672 0.2438

Source: Eviews 13 Output (2026)
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The moderated regression equation model for predicting the effect of independent variables on
dependent variables with moderating variable interactions is: FP = = 21.9748 + 6.8386MA -
23.9594CSR - 5.1475CT + 1.1373MA*CT + 4.2886 CSR*CT + ¢

The regression equation constant value of 21.9748 indicates a positive relationship between the
independent variable, the moderating variable, and the dependent variable. Therefore, if the independ-
ent variable and the interaction variable are assumed to be 0, this will increase the financial performance
value by 21.9748. The MA variable coefficient value of 6.8386 indicates a positive relationship be-
tween the MA variable and the financial performance variable. Therefore, for every 1 unit increase in
management ability, financial performance will increase by 6.8386 units, assuming that other independ-
ent variables, moderating variables, and interaction variables are equal to 0. The CSR variable coeffi-
cient value of -23.9594 indicates a negative relationship between the CSR variable and the financial
performance variable. Thus, for every 1-unit increase in CSR, financial performance will decrease by
23.9594 units, assuming that other independent variables, moderating variables, and interaction varia-
bles are equal to 0.

The coefficient value of the CT variable of -5.1475 indicates a negative relationship between the
CT variable and the financial performance variable. Therefore, for every 1 unit increase in CT, financial
performance will decrease by 5.1475, assuming that the other independent variables are equal to 0. The
coefficient value of the MA variable moderated by CT is 1.1373, which means that there is a positive
relationship between the MA interaction variable CT and the financial performance variable. There-
fore, for every 1 unit increase in MA interaction CT, the interaction relationship between MA and CT
with financial performance will increase by 1.1373 units, assuming that the other variables are 0. The
MA and CT variables have a significance value of 0.0000, which is less than the significance level of
0.05, while the t-value is 4.2585, which is greater than the t-value of 1.649. This means that the CT
variable can moderate the relationship between MA and financial performance. The value of the CSR
variable coefficient moderated by CT of 4.2886 indicates a positive relationship between the CSR in-
teraction variable CT and the financial performance variable. Thus, every 1-unit increase in CSR inter-
action CT will increase the interaction relationship between CSR and CT with financial performance
by 1.1373 units, assuming that other variables are equal to 0. The CSR and CT variables have a signif-
icance value of 0.2438, which is smaller than the significance level of 0.05, while the t-value is 1.1672,
which is smaller than the t-value of 1.649. This means that the CT variable cannot moderate the rela-
tionship between CSR and financial performance.

Table 7. Testing the Coefficient of Determination — Equation 1

R-squared 0.0907 Mean dependent var 0.9255
Adjusted R-squared  0.0859 S.D. dependent var 8.6999

S.E. of regression 8.3178 Sum squared resid 25737.605468
F-statistic 18.5732 Durbin-Watson stat 1.5336
Prob(F-statistic) 2.0488

ral - 40

Source: Eviews 13 Output (2026)
The multiple linear regression results obtained an adjusted R2 value of 0.0859 or 8.59%. This
means that the variables of management ability and CSR can explain 8.59% of the financial perfor-
mance variable, while the remaining 91.41% is explained by other factors not included in the research

varibles.
Table 8. Testing the Coefficient of Determination — Equation 2.
R-squared 0.1429 Mean dependent var 0.9886
Adjusted R-squared 0.1313 S.D. dependent var 8.8303
S.E. of regression 8.2298 Sum squared resid 24992.3923
F-statistic 12.3142 Durbin-Watson stat 1.5250
Prob(FF-statistic) 0.0000

Source: Eviews 13 Output (2026)
The results of the moderated linear regression obtained an adjusted R2 value of 0.1313 or
13.13%. This means that the independent variables of management ability and CSR, the moderating
variable of CEO tenure, and the interaction variables can explain 13.13% of the financial performance

variable, while the remaining 86.87% is explained by other factors not included in the research varia-
bles.
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Discussion
Management Ability and Financial Performance

Management ability in managing company resources effectively and efficiently will optimize fi-
nancial performance. The findings of this study support Hypothesis 1, which states that management
ability affects financial performance. The better the managerial ability, the better the company's finan-
cial performance. This is important because managerial ability and skills in managing resources effec-
tively and efficiently are the most relevant assets in dealing with high cost structures in the basic mate-
rials industry. The findings are in line with those of (Ramadana et al., 2025), which state that CEOs
with high managerial skills are able to identify market opportunities, make appropriate strategic deci-
sions, manage risks effectively, and improve cost efficiency and productivity. Similatly, the findings
(Huijiao, 2021) show that management competence positively affects financial performance, especially
in environments with effective internal controls. Competent managers improve company performance
by reducing internal control defects, resulting in better financial results for the organization. The study
(Huang et al., 2020) also emphasizes the negative relationship between managerial ability and goodwill
impairment, which means that the higher a person's managerial ability, the less likely the company is
to experience a decline in goodwill value (goodwill impairment).
CSR Disclosure and Financial Performance

The findings of this study reject Hypothesis 2, which states that CSR affects financial perfor-
mance. This is because companies may only engage in CSR as a “mask” or a formality to gain social
legitimacy without actually integrating it into their core business strategy. If CSR is considered an ad-
ditional cost without a strong branding strategy, the market will not respond to it as financial added
value. In addition, Law No. 40 of 2007 requires CSR for companies managing natural resources, so
investors consider CSR in this sector only as a fulfillment of legal aspects (compliance), not a strategic
innovation worthy of market appreciation or price premiums. These findings support the study
(Tjandrakirana et al., 2024), which found no effect on the financial performance of healthcare compa-
nies listed on the Indonesia Stock Exchange during 2018-2023. However, they do not support the
study (L et al., 2024), which revealed a significant positive relationship between corporate social re-
sponsibility (CSR) activities and corporate financial performance (CFP) in Indian manufacturing com-
panies, and the study (Lestari et al., 2024) in five countries, which confirmed that companies involved
in CSR tend to achieve better financial results.
Management Ability and Financial Performance with CEO Tenure as Moderator

The results of this study support hypothesis 3, which states that CEO tenure strengthens the
relationship between management ability and financial performance. The longer a CEO serves, the
greater the impact of his or her managerial abilities on profitability. The findings of this study support
agency theory, whereby as tenure increases, CEOs acquire in-depth firm-specific knowledge. This re-
duces information asymmetry between CEOs and company operations. Managerial ability combined
with a deep understanding of the ins and outs of the company makes strategy execution much more
effective.
CSR Disclosure and Financial Performance with CEO Tenure as Moderator

The results of this study reject Hypothesis 4, which states that CEO tenure moderates or
strengthens the influence of CSR on financial performance. This is because CSR programs in the basic
materials sector are usually standardized through sustainability departments or strictly regulated by local
government regulations in the surrounding operational areas. As a result, regardless of who the CEO
is and how long they serve, they have limited room to maneuver to turn CSR strategies into profit-
making machines.

5. Conclusion

This study successfully proves that managerial ability has a positive and significant effect on a
company's financial performance. This indicates that managerial efficiency in managing resources is a
key determinant of profitability. In addition, it was found that CEO tenure acts as a moderating variable
that strengthens this relationship. However, this study shows that CSR has no effect on financial
performance, and CEO tenure is unable to moderate the relationship between CSR and financial
performance. For companies, these results emphasize the importance of selecting CEOs based on their
track record of efficiency and considering the retention of high-performing CEOs, as stable tenure has
been shown to strengthen the impact of their expertise on profits. This study may have limitations in
terms of industry coverage or observation period, which may capture the short-term effects of CSR,
so that its impact on financial performance is not apparent. Future researchers are advised to use more
specific CSR measurements (e.g., dividing CSR into environmental and social categories) or use lag
variables (t+1) to examine the long-term effects of CSR on financial performance, given that the impact
of legitimacy is often not instantaneous.
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