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ABSTRACT

Tax aggressiveness is an effort that companies can undertake to save on tax payments.
One of the factors driving why tax aggressiveness is pursued is the presence of CEO.
This study emphasizes the characteristics of CEO. Therefore, this study aims to
analyze the effect of CEO characteristics on tax aggressiveness based on the upper
echelon’s theory perspective. CEO characteristics are divided into CEO tenure,
educational background, and gender. CEO tenure in this study is proxied by how
long someone has held the position of CEO, while educational background and
gender are proxied using dummy variables. The choice of profitability is because
profit is used as the main basis in tax calculation. The sampling technique used was
purposive sampling, with an observation period of 2019-2022 in the seventy family
firms listed on the Indonesia Stock Exchange (IDX). The data used is panel data and
analyzed employing the EViews program. The model estimation tests feasible to
use was the fixed effect model (FEM). The regression results show that CEO tenure,
educational background, and gender partially and simultaneously affected tax
aggressiveness. The study results generally indicate that family-owned companies
tend to utilize more tax aggressiveness. At the same time, the level of education of the
general director has a negative effect on tax aggressiveness, i.e. the higher the level
of education, the less tax aggressiveness. The gender asymmetry is that women as
family business leaders demonstrate greater tax aggressiveness than male leaders.
Therefore, the benefit of this research from the government’s perspective is to
formulate policies to reduce efforts of tax aggressiveness, especially for companies
predominantly owned by families.
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XapaKTepuCTUKHU reHepaAbHOro AMpeKTopa
M HaAOroBasl arpecCUBHOCTb B UHAOHE3UMCKUX CeMeNHbIX pupmax:
npUMMeHeHue TeOPUM BbICLLUX ILLUEAOHOB
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AHHOTALIIVS

HaJtorosast arpeccBHOCTb — 3TO YCWIIVSI, KOTOPBIE KOMITAHUI MOTYT IPEeIITPUHSTD,
4TOOBI COKOHOMWTB Ha HJIOTOBBIX IUIaTexax. OmHuM 3 daKTopoBs, 0OycIaBiIBa-
IOIIMX HAJIOTOBYIO arpecCHMBHOCT, SIBJISIETCSI HAIWYVE TeHEePaIbHOIO AVPEKTOpa.
B maHHOM MccITeToBaHMM 0c000€e BHMUMAHE YIesIsSeTCs XapaKTepUCTIKaM reHepaTb-
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Horo nupekTopa. VicciiemoBaHve HalIpapiieHO Ha aHasIM3 BIVISTHUS XapaKTepPUCTUK
reHepaJIbHOTO AMpeKTOpa Ha HaJIOTOBYIO arpecCMBHOCTb C TOUKM 3PEHVS TeOpwm
BEPXHETO 3lIeJIoHa. XapaKTEPUCTUKY TeHEepaIbHOTO IVPEKTOpa IOApas/iesIsstoTCs
Ha CpOK ITpeOBIBaHNSA B IOJDKHOCTH, 00pasosaHme 11 I1oj1. CpoK IIpeObIBaHW B JOJDK-
HOCTV TeHepaJIbHOTO IMPeKTOpa B 3TOM VMCCIIeIOBAHMV OITpeerIsIeTcsl TeM, KaK JIO0JIro
KTO-TO 3aHVMaJI JIOJDKHOCTh FeHepaJIbHOTO IMPEKTOPA, B TO BpeMs Kak oOpa3oBaHe
VI TIOJI OIIPeIeISIOTCS C IIOMOIIBIO (PUKTUBHEBIX IIepeMeHHBIX. B [1o1osiHeHme K 9THM
TpeM M3MepeHNsM, B MICCIIeIOBAaHMY TakKe VCIIO0JIb30BajIack PeHTa0eIbHOCTD B Kade-
CTBe KOHTPOJILHOVI ITepeMeHHOVI. BeI0op peHTabe/IbHOCTI 00y CIIOBJIeH TeM, UTO IIPU-
OBUTIb MCIIOJIB3yeTCs B KaueCTBe OCHOBHOTO ITOKas3aTelIs Ipy pacdere Haytora. Hamm
VICITOJIb30BAJIACh IleJIeHaIIpaBiIeHHas BIOOpKa ¢ IepronoM Habsromenms 2019-2022
. B 70 ceMertHBIX pupMax, KOTUpyommxcs Ha VHgoHesuvickon ¢poHI0BoO Omp-
xe (IDX). Vcronp3yeMble IaHHBIE SBJIAIOTCS IIaHEIBHBIMYM JAHHBIMU W aHaJIU3W-
pytoTcs ¢ nomorpio nporpaMMbl EViews. B kauecTse KpuTepusi OlleHKM MOV
VICTIONB30BaTh MOJIeNIb ¢ pUKCHMpoBaHHEIM 3ddexToM (MKD). PesynbraTel perpec-
CVIOHHOTO aHaJIM3a II0Ka3bIBAIOT, YTO CPOK IIpeObIBaHS B JOJDKHOCTY TeHePaIbHOIO
OMpeKTOpa, oOpasoBaHMe ¥ IIOJI YaCTVYHO ¥ OAHOBPEMEHHO BIIVSUIV Ha HAJIOTOBYIO
arpeccUBHOCTB. Pe3ysibTaThl McciieioBaHMs B 11€JIOM CBUIETeIbCTBYIOT O TOM, YTO
ceMeVIHBIe KOMITaHMM, KaK IIpaBIUIO, VICIIONIB3YIOT OoJIee arpecCHBHYIO HaJIOIOBYIO
noymTrKy. [1py 3ToM ypoBeHb 00pa30oBaHs TeHePaJIbHOTO AVIPEKTOPa OTpUIIaTeIb-
HO CKa3bIBaeTCsl Ha HaJIOTOBOV arpecCHBHOCTH, T.e. UeM BhIIlle ypOBeHb 00pa30oBaHms
TeM MeHbIIle HJIOrOBasl arpecCUBHOCTb. [eHIIepHast acIMMeTpPVISL COCTOUT B TOM, UTO
JKeHIIIMHBI B KadecTBe PYKOBOAMTEIeVI CEMEVHOro Or3Heca IeMOHCTPUPYIOT 00JIb-
IIYI0 HaJIOTOBYIO arpecCUMBHOCTB, YeM MYy>XUMHBI-pyKoBofauTesm. TakuM obpasom,
I0JIb3a OT 9TOTO VCCIIENOBAHMS C TOUKM 3PeHNS IIPaBUTEIIbCTBA 3aK/II0YAETCS B TOM,
9TOOBI CPOPMYIIMPOBATh HOJIUTHKY IO CHVDKEHNIO arpecCHBHOCTY HAJIOTOO0JI0XKe-
HMs1, 0COOEHHO J1JIsi KOMIIaHWIA, ITPeVMYIIeCTBeHHO ITPMHAJIeXaIIIX CeMbSIM.

KITFOYEBBIE CJIOBA

CPOK ITpeOBIBaHMS B JOJDKHOCTVI TeHepaJIbHOTO AMpeKTopa, oOpa3oBaHe reHepaThb-
HOTO IMPEKTOPa, IT0JI TeHePaIbHOTO AMPEKTOPa, HaJIOrOBasl arpecCUBHOCTD, CeMeri-
Hble PUPMBI

1. Introduction
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Tax aggressiveness is one of the efforts
made to minimize the tax burden owed by
the company. Frank et al. [1] identify tax
aggressiveness as taxable income mani-
pulation. It is conducted through tax plan-
ning, both tax avoidance and tax evasion.
Tax aggressiveness needs to be considered
because company policies can directly im-
pact people’s welfare [2].

On the other hand, based on the Fa-
mily Business Survey conducted by PWC
in 2021, it was proven that 72% of busi-
nesses in Indonesia were family busines-
ses. PCW also revealed that the sector
with the highest distribution (50%) was
manufacturing. The role of the family in
business and management was 87%, and
47% of CEOs were the family members
of the company owner; it could also be
known that the third generation led 33%
of firms. The components of the director’s
board were more dominant from the fa-
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mily, as indicated by 52%, where the rest
were people from outside the family.

Martinez & Ramalho [3], Steijvers
& Niskanen [4] and Chen et al. [5] men-
tioned that family firms have a lower ef-
fective tax rate than non-family firms. In
addition, they also have a positive correla-
tion with book-tax differences. It signifies
that family firms are more aggressive in
tax aggressiveness [6].

The criteria determining that a busi-
ness is a family business include the per-
centage of ownership, voting control,
power over the direction of strategy deter-
mination, hereditary family involvement,
and active family members in manage-
ment [7].

This tax aggressiveness research
looks from the perspective of the CEO'’s
role. Why the CEO? In this regard, the
CEO as the holder of strategic control has
a vital role in tax aggressiveness [8; 9].
Managerial style and characteristics also
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influence managers in creating company
value. Therefore, the CEO characteristics
play a role in creating company value [10].

In family firms, CEOs who tend to be
bolder in tax aggressiveness are influenced
by demographic characteristics. Tenure
is one of the factors in this CEO demo-
graphic. In this case, the upper echelons
theory states that CEO tenure is a charac-
teristic that will influence the CEO in deci-
sion-making as a company outcome.

Cheng & Zheng [11] found a positive
relationship between tenure and CEO’s
risk-taking character. Risk-taking will af-
fect the courage to make decisions, inclu-
ding in the tax sector.

Goldman et al. [12] stated that CEO
tenure had a positive effect on tax plan-
ning, where the longer a person serves as
CEO, the higher the level of tax aggres-
siveness. Their research results differ from
Aliani [13], who asserted that CEO tenure
did not affect tax planning.

Besides tenure, another demographic
characteristic influencing tax aggressive-
ness is educational background. In gene-
ral, education is the foremost criterion in
placing a person in a position. The higher
the level of available positions, the higher
the educational level required. The CEO'’s
educational background had a positive
effect on CEO recruitment; the higher the
educational level of the CEO, the high-
er the probability of being recruited [14].
Aliani [13] and Farag & Mallin [15] proved
a positive relationship between CEO’s
higher education and corporate risk-ta-
king. The CEO’s educational background
also affected his company’s tax planning,
especially if the CEO had a tax education
background.

Another demographic characteristic
that deserves to be analyzed whether this
factor influences the CEOs’ tax aggres-
siveness in family firms is gender. Aliani
& Zarai [16], Charness & Gneezy [17], and
Ho et al. [18] explained that CEO gender
plays a role in risky financial decision
making, and male CEOs tend to be more
daring in tax aggressiveness. CEO gender
and conservatism in accounting are mu-
tually associated, and this relationship be-
comes more substantial when companies
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experience disputes and high risk in deci-
sion making. Based on the phenomenon of
family firms and the research gap above,
this study aims to prove whether the de-
mographic characteristics of CEOs affect
tax aggressiveness.

This paper aims to analyze the effect
demographic CEO on tax aggressiveness
in Indonesian family firms based on the
upper echelon’s theory perspective.

Research hypotheses:

H1: CEO tenure has a significant effect
on tax aggressiveness.

H2: Educational background of CEO
has a significant effect on tax aggressi-
veness.

H3: CEO gender has a significant ef-
fect on tax aggressiveness.

In the next section, we will present
a literature review that explains the theory
used and the hypotheses we built. Next is
the research method describing the popu-
lation, sample, data collection techniques,
variables, and data analysis techniques.
The following section is the results and
discussion, then closes with conclusions
on the research results.

2. Literature Review

2.1. Upper Echelons Theory

Hambrick & Mason [10] put forward
the upper echelons theory, explaining
a company’s outcome. Organizational
outcomes and organizational strategies
reflect the self-values of individuals who
have power in the organization. Upper
echelons theory presents a model related
to how the role of top-level management
characteristics creates organizational out-
comes. The main emphasis in this theory
is managerial characteristics. Managerial
characteristics are indicators inherent in
a manager. The top-level management
characteristics are divided into two: psy-
chological and observable. Psychological
consists of basic cognitive properties and
values.

Dyreng et al. [8] showed that observa-
ble characteristics comprise age, tenure in
the organization, functional background,
education, socioeconomic origin, and fi-
nancial position. These psychological and
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observable demographic characteristics
will be input for a CEO in making policies
for the company so that the policy is an
outcome of the CEO’s demographic cha-
racteristics.

Charness & Gneezy [17] showed that
tax aggressiveness is a manifestation of
tax management, which basically tries to
minimize the tax burden, both legally and
illegally.

Ho et al. [18] showed that tax aggres-
siveness reflects the company’s aggres-
siveness in minimizing the tax burden.
Tax minimization can be done through the
tax planning process.

Tax planning according to Oktavia-
ni et al. [19] is one of the stages in mini-
mizing the tax burden as a form of tax ag-
gressiveness. Tax planning is a series of
plans in managing the recording of com-
pany transactions, the end of which is the
financial statements.

The accounting arrangements at the
tax planning stage are legal manipula-
tions without violating the applicable tax
rules [1].

The relationship between CEO demo-
graphic characteristics and tax aggressive-
ness from the perspective of upper eche-
lons theory is reflected in Figure 1.

2.2. The Effect of CEO Tenure
on Tax Aggressiveness

Aliani [13] showed that tenure is also
one of the factors that influence the cha-
racter of a CEO himself. Tenure is the pe-
riod for how long the person has served
as CEO. As time goes by, one’s life expe-
rience, both in terms of profession and

CEO’s demographic

other aspects of life, will undoubtedly
increase; the same goes for a CEO. The
longer a person serves as a CEO, the more
experienced he will be in carrying out the
duties of a CEO, both in management and
other aspects of the company, that is his
responsibility. Thus, the longer a person
serves as CEO, the more courageous he
will be in making financial decisions.

Wicaksono & Oktaviani [20] showed
that CEO tenure can be seen from how
long a person occupies a position as CEO
in the company he leads. The longer a per-
son serves as CEO, the more courageous
he will be in making financial decisions.
It happens because as a person serves as
CEO, the experience in decision-making
and risk will also increase. The compa-
ny’s financial decisions include the form
of company outcomes. The company’s
outcome reflects the top-level manage-
ment characteristics. The higher the CEO
tenure, the higher the level of CEO tax ag-
gressiveness.

H1: CEO tenure has a significant effect on
tax agqressiveness.

2.3. The Effect of CEO Educational
Background on Tax Aggressiveness

Aliani [13] showed that educational
background is needed to occupy a pro-
fessional position. The higher the position
available at a management level, the hig-
her the educational background required.
Educational background, which is a spe-
cialization of competence, is obtained
through education. Positions in manage-
ment require these competencies, especial-
ly for top-level management such as CEOs.

y

Performance

characteristics

CEOQO Tenure

l

CEO Educational

CEO Gender

A 4

Tax aggressiveness

;

Figure 1. Framework of the relationship between CEO demographic characteristics
and tax aggressiveness

152



eISSN 2414-9497

Journal of Tax Reform. 2024;,10(1):149-161

Bhagat et al. [14] showed that edu-
cation is a human effort to grow and de-
velop innate physical and spiritual poten-
tials, following the values in society and
culture. The influence of educational back-
ground on a person is the driving force for
development, while the main driver is the
potential in the form of talents and expe-
riences hidden in the person. To achieve
this, there needs to be a learning process
that will provide understanding, views,
and adjustments.

Farag & Mallin [15] showed that edu-
cational background is one of the observa-
ble demographic characteristics as referred
to in the upper echelon’s theory. Moreo-
ver, educational background is one of the
essential factors for someone to occupy
a position in the company. The competence
of a CEO also comes from his educational
background. The higher a person’s educa-
tional background, the greater the chance
to occupy a CEO position. The higher the
educational background of a CEO, the
higher the corporate risk-taking will be.
The CEO’s tax aggressiveness decision is
included in corporate risk-taking.

H2: Educational background of CEO has
a significant effect on tax aggressiveness.

2.4. The Effect of CEO Gender
on Tax Aggressiveness

Faccio et al. [21] showed that gender is
an essential thing that is easy to observe.
Gender brings a big difference in a person,
which distinguishes between men and
women. The character of risk-taking or
risk-averse influences decision-making to
carry out tax aggressiveness.

Aliani [13] showed that the risk-ta-
king and risk-averse characters can be
caused by differences in the fundamen-
tal qualities of individuals, namely agen-
tic quality, and communal quality. Thus,
men and women have different criteria in
taking risks related to tax aggressiveness
according to their characteristics.

Abele & Wojciszke [22] affirm that
the two fundamental qualities are agentic
and communal in social cognition. Agen-
tic quality includes qualities in achieving
tasks and goals, competence, and asser-
tiveness, such as aggressive, ambitious,
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dominant, confident, and strong. Mean-
while, communal quality refers to main-
taining relationships and social functions,
such as helping, being friendly, sympa-
thetic, sensitive, gentle, and maintaining
ethics. These differences in nature affect
the CEO’s leadership style in management
and risk-taking.

Ho et al. [18] and Aliani & Zarai [16]
stated that companies led by female CEOs
are more conservative in financial repor-
ting and more opposed to fraud. Wom-
en are more ethical and risk averse. Male
CEOs will be more risk-takers than wo-
men. It supports the idea that male CEOs
will be more risk-takers in tax aggressive-
ness than female CEOs.

H3: CEO gender has a significant effect
on tax aggressiveness.

3. Data and Methods

3.1. Research Methodology

The population of this study was
family firms listed on the Indonesia Stock
Exchange (IDX) for the 2019-2022 period.
A company is included in the family firm
category if the founder or acquirer owns
25% or more of the company rights through
investment, at least one representative of
a family member is involved in the com-
pany management, and the majority of
“votes” are in the hands of the founder or
acquirer (or spouse, parent, child, or heir).

The research sample was taken us-
ing the purposive sampling method. In
purposive sampling, selecting a group of
subjects is based on specific criteria with
previously known population characteris-
tics. The following criteria determined the
sample in this study:

1. Companies listed on the IDX during
the 2019-2022 period.

2. Companies that met the criteria as
family firms according to [13].

3. Companies that experienced profit
during the 2019-2022 period.

4. Companies that published annual
reports and financial reports for the pe-
riod 2019-2022.

5. Companies that had complete infor-
mation on CEO educational background,
CEO tenure, and CEO gender.
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6. Companies that had a Cash Effec-
tive Tax Rate value of less than one.

The dependent variable in this study
was tax aggressiveness. Tax aggressive-
ness is the level of aggressiveness to-
wards taxes through the efforts made to
minimize the company’s tax burden. The
proxy used for this research was the Cash
Effective Tax Rate. The Cash Effective Tax
Rate formula (1) is as follows:

Tax payment i period
Profit before tax

This study used independent varia-
bles consisting of CEO tenure, CEO edu-
cational background, and CEO gender.
The independent variable data were ob-
tained from the annual reports of the fami-
ly firms published in the CEO or president
director section.

The first independent variable was
CEO tenure. CEO tenure is the CEO’s
term of office. CEO tenure was measured
by how long someone has served as CEO
(number of years). The measurement of
CEO tenure has also been carried out in
previous studies [8].

Furthermore, educational  back-
ground describes what education has ta-
ken until someone finally occupies a CEO
or during his tenure as CEO. Education-
al background in this study was gauged
using Dummy. CEO with an educational
background of master’s degree majoring
in finance, accounting, and tax was sym-
bolized by a value of 1. Meanwhile, for
educational backgrounds other than that,
it was represented by a value of 0 [13].

CETR =

Table 1. Purposive Sampling Results

Another independent variable was
gender. Gender is the most essential
thing that distinguishes one person from
another, divided into men and wom-
en. Proxy against gender used Dummy.
This study developed the logic that male
CEOs tend to be risk-takers compared to
female CEOs. Thus, male CEOs would be
assigned a score of 1, while female CEOs
would be assigned a score of 0 [16; 23].

Meanwhile, the control variable is
a variable that has been shown to have
a relationship with the dependent varia-
ble based on previous studies carried out.
The control variable used in this study
was profitability. Profitability is the com-
pany’s ability to generate profits [2; 24].
In this study, the measure of profitability
used was Return on Assets (ROA).

3.2. Sampling of enterprises

Based on Table 1, secondary data were
collected utilizing documentation tech-
niques by downloading annual reports
and annual financial reports through the
website www.idx.co.id. Determination of
the sample used the purposive sampling
method as described in the previous sec-
tion. Based on the purposive sampling
results, it was found that 533 companies
were listed on the Indonesia Stock Ex-
change (IDX). Twenty-eight companies
were delisted from the IDX during the pe-
riod 2019 to 2022.

In addition, 392 companies did not
meet the criteria for family firms as used by
Price Waterhouse Cooper in its survey to
reveal family firms in Indonesia. The com-

Criteria Total
Companies listed on the IDX in 2019 533
Companies delisted from the IDX during the period 2019 to 2022 28
Companies that did not meet the criteria for family firms as used by PWC [25] in its survey 392
Companies that suffered losses 39
Companies that did not have sufficient background information on their CEO 1
Companies that did not publish annual financial statements in a specific period 1
Companies that had a CETR value of more than one (CETR > 1) 2
Final Sample 70
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panies that suffered losses were 39 compa-
nies. One company did not have sufficient
information about its CEO background.
One company did not publish its annual
financial statements for a specific period.
Lastly, two companies had more than one
Cash Effective Tax Ratio > 1. Thus, the final
sample for this study was 70 companies.

4. Results

4.1. Results of Descriptive Statistical
Analysis

Descriptive statistics include the in-
terpretation of the mean, minimum, maxi-
mum, and standard deviation. Descriptive
statistics can be seen in Table 2. The stand-
ard deviation for each variable is lower
than the mean value. This result shows the
data is quite good.

4.2, Estimation Model Test

The first model estimation test is
conducted through the Chow Test. The
Chow Test aims to determine whether the
suitable estimation model for panel data

Table 2. Descriptive Statistical Analysis

is the Common Effect Model or Fixed
Effect Model.

Table 3 displays the cross-section chi-
square values, indicating a probability
value of 0.0000, which is less than 0.05.
Therefore, the estimation model used is
the Fixed Effect Model.

After determining the suitable estima-
tion model in the first stage, the second
stage Fixed Effect Model with the Haus-
man Test is crucial to decide whether to
stick with the Fixed Effect Model or switch
to the Random Effect Model.

Table 4 shows a probability value
of 0.0005, indicating that the random
cross-section is less than 0.05. Therefore,
the estimation model used to analyze the
panel data in this study is the Fixed Effect
Model.

The results of the model estimation
can be seen from the coefficient of deter-
mination, reflected in the R-squared va-
lue. Based on the R-squared value and
the F-statistical value in Table 5, it can be
stated that independent variables such as

Y_TAX X2_
AGGRESSIVENESS %]ilé?(AGTlggll\}glﬁ_ X1_TENURE | X3_GENDER | X4_ROA

Mean 0.22535 0.392857 10.67143 0.93214 0.06430
Median 0.23995 0.00000 8.00000 1.00000 0.04874
Maximum 0.81462 1.00000 48.00000 1.00000 0.45558
Minimum 0.00000 0.00000 1.00000 0.00000 0.00053
Std. Dev. 0.12720 0.48926 9.93848 0.25195 0.05685
Table 3. Chow Test

Redundant Fixed Effects Tests

Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic ‘ d.f. ‘ Prob.

Cross-section F 12.210457 (69,206) 0.0000

Cross-section Chi-square 455.632855 69 0.0000
Tabel 4. 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 22.062268 5 0.0005
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CEO tenure, CEO educational background,
and CEO gender, and control variable pro-
fitability simultaneously affected the de-
pendent variable tax aggressiveness with
an effect of 82.1%. Therefore, it is known
that independent variables outside this
study gave 17.9% of the influence.

4.3. Hypothesis Test Results

The results of the panel data regres-
sion analysis conclude that the best esti-
mation method for this study is the Fixed
Effect Model. Hypothesis testing in this
study is conducted based on Table 5, with
details as follows:

H1: The Effect of CEO Tenure on Tax Ag-
gressiveness.

Based on the regression results in
Table 5, the t-statistical probability of the
independent variable CEO tenure was
0.0306, less than 0.05 (0.0306 < 0.05). The
regression results showed that CEO tenu-
re had a significant effect on tax aggres-
siveness. Thus, hypothesis HI1 was accep-
ted, and it is stated that the CEO tenure

Table 5. FEM Test Results

variable has been proven to influence tax
aggressiveness. In addition, the regression
coefficient for the CEO tenure variable
was 0.006896, meaning that the regression
coefficient was positive.

H2: The Effect of CEO Educational Back-
ground on Tax Aggressiveness.

Based on the regression results in
Table 5, the educational background
proved significant, with a t-statistic test
result of 0.0036. The hypothesis H2 states
that the CEO’s educational background is
thought to affect tax aggressiveness. The
hypothesis H2 was accepted based on the
educational background t-statistic test re-
sults of 0.0036, which was less than 0.005
(0.0036 < 0.005).

H3: The Effect of CEO Gender on Tax Ag-
gressiveness.

The gender variable was proxied
using a dummy variable, where male
CEOs were assigned a value of one,
whereas female CEOs were assigned zero.
Based on the regression results in Table 5,
the independent variable CEO gender had

Dependent Variable: Y__CETR_
Method: Panel Least Squares

Date: 12/26/2023 Time: 16:13

Sample: 2019 2022

Periods included: 4

Cross-sections included: 70

Total panel (balanced) observations: 280

Variable Coefficient | Std. Error | t-Statistic Prob.
C 0.403047 0.072419  5.565489 0.0000
X2__EDUCATIONAL_BACK GROUND_  -0.182144 0.061896  -2.942725  0.0036
X1_TENURE_ 0.006896 0.003168  2.176800 0.0306
X3__GENDER_ -0.159184 0.054412  -2.925556  0.0038
X4__ROA_ -0.487555 0.137132  -3.555367  0.0005

Effects Specification
Cross-section fixed (dummy variables)

Root MSE 0.053628  R-squared 0.821617
Mean dependent var 0.225350  Adjusted R-squared 0.758404
S.D. dependent var 0.127201  S.E. of regression 0.062522
Akaike info criterion -2.484935  Sum squared resid 0.805257
Schwarz criterion -1.524312  Log likelihood 421.8909
Hannan-Quinn criter. -2.099628  F-statistic 12.99755
Durbin-Watson stat 1.844002  Prob(F-statistic) 0.000000
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a t-statistic test result of 0.0038. It denotes
that the CEO gender variable was signifi-
cant to tax aggressiveness. An interesting
finding in this study is the regression coef-
ficient result of the gender variable, which
was 0.159184.

5. Discussion

5.1. The Effect of CEO Tenure
on Tax Aggressiveness

CEO tenure is the CEO’s term of
office, which is how long someone has
served as CEO, expressed in years. This
study used a sample of family firms listed
on the IDX. Therefore, CEO tenure in this
study measured the year someone has
served as CEO of a family firm.

Previous research has also carried
out the year proxy used for CEO tenu-
re [13; 24]. The upper echelons theory pro-
posed by Hambrick & Mason [10] explains
that the policies in a company are decided
by top-level management. In making po-
licies, a manager will be influenced by the
demographic characteristics that exist in
him, one of which is tenure. Making tax
policies takes courage to take risks be-
cause tax violations can be subject to cri-
minal sanctions. The longer a person
serves as CEO, the more courageous he
will be in making financial decisions [11].

The results of this study align with
previous research [12; 13; 25], which also
verifies that as the term of office increa-
ses, the CEO will dare to take risks in tax
planning. Chen & Zheng [11] asserted
that CEO tenure had a positive effect on
risk-taking; as the CEO’s tenure increases,
the risk-taking CEO will increase in ma-
king a decision. Increased risk-taking will
make a CEO more courageous in making
decisions, including in taxes. The longer
a person serves as CEO, the more experi-
enced he will be in making decisions [26].
There are many problems faced and
must be decided so that the CEO can be
more confident in making decisions and
risk-taking with the experience he has.

The results of this study differ from
Finkelstein & Hambrick [27], Duan et al.
[23] and Bhagat et al. [28] that the newly
elected CEO will attract public attention.

At the beginning of the CEO’s tenure, the
level of tax aggressiveness is higher be-
cause of the efforts to show the CEO’s best
performance through the high profits ob-
tained by the company by doing tax plan-
ning. Higher company profits will attract
investors to invest in the company. The
longer the tenure of the CEO, the higher
the ETR, which indicates a reduced CEO
tax aggressiveness. It contradicts the re-
sults of this study.

5.2. The Effect of CEO Educational
Background on Tax Aggressiveness

Education is one of the factors con-
sidered for companies when recruiting
employees [29]. Previously, the company
would analyze the level of specific educa-
tional background required by a position
currently needed by the company. When
the recruitment process is carried out, the
company then considers whether the ap-
plicant’s educational background match-
es the criteria that the company has ana-
lyzed to fill the position. The educational
background of the CEO has a positive
effect on CEO recruitment. The higher
the educational level of the prospective
CEO, the higher the probability of being
recruited [14].

The results of this study wvalidate
that the CEO educational background
of a family firm affected the level of tax
aggressiveness. Upper Echelons Theory
reinforces this statement by [10], which
states that the demographic characteris-
tics of a top-level management influence
the policies he makes for the company.
Educational background is the character
of a person who becomes a “ticket” for
someone to occupy a position in the com-
pany, especially the CEO.

The results of the negative regression
coefficient from educational background,
i.e., -0.181992, would reduce the value of
the dependent variable, namely tax ag-
gressiveness. This result is consistent with
Aliani & Zarai [16] and Astutik & Venusi-
ta [24] that educational background had
a negative effect on tax aggressiveness.
The regression coefficient results from the
educational background of a CEO who
had an accounting, tax, and finance back-
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ground actually reduced the level of tax
aggressiveness.

Their tax knowledge is, as described
by Aliani [13], as follows. Educational
background was measured by a dummy
variable that gave the CEO a value of one
for a master’s degree graduate majoring
in accounting, tax, and finance. CEOs
who are experts in taxation will adopt
a tax information system into three com-
ponents: tax oversight, tax warnings, and
fiscal failures. The most important thing
is the last component, namely fiscal fai-
lure. CEOs who have a tax educational
background will know things related to
fiscal reconciliation to reduce the level of
tax aggressiveness of a CEO.

5.3. The Effect of CEO Gender
on Tax Aggressiveness

Gender is the essential thing that dis-
tinguishes humans into men and women.
Aliani & Zarai [16], Wicaksono & Okta-
viani [20], and Abele&Wojciszke [22]
state two fundamental qualities in social
cognition. Agentic quality is described
by tendencies to be dominant, confident,
aggressive, ambitious, and assertive.
Second, communal quality is described
as a person who is gentle, friendly, and
maintains ethics. Communal quality is
associated with women.

Moreover, these two fundamental
traits make a difference in the leader-
ship style of management and risk-ta-
king [30-32]. The difference between the
two fundamental human qualities makes
the third hypothesis that CEO gender in-
fluences tax aggressiveness. It is because
tax aggressiveness is the level of aggres-
siveness of the CEO in manipulating the
company’s tax burden. Meanwhile, com-
pany CEOs also vary by gender, both male
and female. The fundamental quality of
agentic quality and communal quality will
affect their risk preferences.

According to Ho et al. [18] and Ho-
seini et al. [33] companies led by female
CEOs are more conservative in financial
reporting and opposed to fraud. These
results imply that male CEOs are more
risk-takers so that they are thought to
have higher tax aggressiveness. There-
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fore, the gender variable in this study was
measured by a dummy variable, which
assigned a value of one to male CEOs.

Therefore, the hypothesis H3 was ac-
cepted since the CEO gender variable was
proven to affect tax aggressiveness. It is
supported by the Upper Echelons Theo-
ry proposed by Hambrick & Mason [10],
which states that demographic character-
istics are divided into psychological and
observable characteristics. In this case, the
CEO’s gender is both. Gender is some-
thing that other people can easily see in
us. Meanwhile, according to Eagly et al.
[30], gender brings differences in the fun-
damental qualities in human psychologi-
cal traits, namely agentic and communal.

Thus, with the regression coefficient
results, it is stated that male CEOs would
reduce the level of tax aggressiveness. Un-
doubtedly, it is the opposite of [17; 34],
which asserted that female CEOs tended
to be risk-averse and men tended to be
risk-takers in leading the company. Previ-
ous studies might help answer the above
findings [15; 30; 35], proving that female
CEOs had a significant positive impact
on total risk and company-specific risk.
Based on human capital and resource de-
pendence theories, the presence of female
CEOs will present different perspectives
and professional experiences so that they
may prefer to make riskier decisions.

6. Conclusion

Based on the results, the conclusions
of this study are as follows: (1) Hypothe-
sis H1 was accepted by proving that CEO
tenure affected tax aggressiveness; (2) Hy-
pothesis H2 was accepted by verifying that
the CEO’s educational background affect-
ed tax aggressiveness; (3) Hypothesis H3
was accepted with CEO gender proven to
influence tax aggressiveness.

However, the limitations that can be
explained in this study are that the deter-
mination of the research sample, namely
family firms, was only based on the com-
pany’s annual report, so there may be other
sources that can show that a company
is a family firm, which may reveal more
family firms listed on the IDX and increase
the number of research samples. In addi-
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tion, there are many other proxies used
to measure tax aggressiveness so that by
combining proxies other than CETR, it is
possible to prove the insignificant rela-
tionship of variables to tax aggressiveness.

Based on the conclusions described
above, the implications that can be made
in this study are as follows. The cur-
rent government has accommodated
the CEOs’ demographic characteristics
of family firms, as evidenced by the re-
search sample. Even though the average
CEO had a risk-taker nature, sanctions
and applicable laws and regulations
could reduce the level of tax aggressive-
ness of CEOs in family firms.

The government needs to improve tax
education for company leaders because it
has been proven that educational back-
ground variables will reduce the level of
CEO tax aggressiveness. Thus, the more
education CEOs receive, it is possible to
increase CEO awareness of tax benefits
and tax sanctions, thereby increasing state
revenue through taxes.

Lastly, there are still other factors
that need to be analyzed and tested for
their relationship to tax aggressiveness
because based on the coefficient of deter-
mination results, there were still 17.8% of
variables outside this study that affected
tax aggressiveness.
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