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| ABSTRACT 

This study aims to analyze the influence of the existence of independent commissioners, tenure CEOs, narcissism CEOs, and 

greedy CEOs on tax avoidance in manufacturing companies listed on the Indonesia Stock Exchange (IDX) for the 2019–2023 

period. Tax avoidance is a company's strategy to reduce the tax burden legally, but it often causes controversy related to 

business ethics. This study uses secondary data from the company's annual report which is analyzed by multiple regression 

method. The results show that CEO narcissism and greedy CEOs have a significant positive influence on tax avoidance, indicating 

that the higher the level of narcissism and greed of CEOs, the greater the tendency of companies to avoid taxes. Furthermore, 

the existence of independent commissioners and the CEO's tenure have a significant positive effect on tax avoidance. This 

finding has implications for regulators and stakeholders to strengthen the supervisory mechanism over the CEO's strategic 

decisions in corporate tax management. In addition, this study emphasizes the importance of the role of independent 

commissioners in maintaining corporate tax transparency and accountability. 
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1. Introduction  

Taxes are the main source of state revenue for development and public services. However, many companies utilize various tax 

avoidance strategies to minimize their tax liability. This phenomenon has become a global concern, including in Indonesia, 

especially in the context of Foreign Investment (FDI). According to the World Investment Report 2024 by UNCTAD, foreign direct 

investment (FDI) in Southeast Asia will reach US$240 billion in 2023, with Indonesia as the second largest recipient of investment.  
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Figure 1: Foreign Direct Investment Inflows 2022 – 2023 

 

Source : UN Trade and Development (UNTCAD) https://unctad.org/ 

 

However, this increase in investment does not always have an impact on increasing tax revenues because many FDI companies 

claim losses on an ongoing basis to avoid taxes. 

Tax avoidance is carried out through legal loopholes in tax regulations, such as treaty shopping, controlled foreign corporations 

(CFCs), and the use of tax haven countries (Dhiyaulhaq & Fadjarenie, 2023). This practice, although legal, still reduces state revenue 

and is often carried out by large companies through complex transactions (Fadjarenie & Anisah, 2016). The Prakarsa estimates that 

Indonesia suffers tax losses of Rp 4.3 trillion per year due to trade misinvoicing, royalties, and transfer pricing mechanisms (Praha 

et al., 2023). 

Table 1 Estimated Tax Loss 

Estimated Tax Loss Jutaan Dollar Millions of Rupiah 

Export 5,990 94,228,690 

Royalty 2,961 46,579,491 

Total 8,951 140,808,181 

Data: (Processed by the author, 2024) 

  Source : https://theprakarsa.org/ 

https://unctad.org/
https://theprakarsa.org/


CEO Tenure, Narcissism, and Greed: Do They Influence Corporate Tax Avoidance? 

Palge | 72  

An example of a tax avoidance case in Indonesia is PT Bentoel Internasional Investama, which in 2019 used an intra-company loan 

scheme through Rothmans Far East BV in the Netherlands to reduce tax liabilities by paying loan interest of Rp 2.25 trillion. Similar 

cases have occurred abroad, such as Banque Pictet in Switzerland, which helped its client evade U.S. taxes through a confidential 

account. 

This research highlights the role of independent commissioners as well as the characteristics of CEOs in tax avoidance strategies. 

Several studies show that independent commissioners can affect tax avoidance, depending on the effectiveness of the supervision 

carried out (Tarmidi et al., 2020); (Doho & Santoso, 2020). In addition, CEOs with long tenure, narcissism, and greed are also major 

factors in tax avoidance decisions. 

Several studies show that CEOs with long experience understand tax regulations better, so they tend to be more aggressive in tax 

planning (Meita Oktaviani et al., 2022). Narcissistic CEOs are more daring to take business risks, including aggressive tax strategies 

(Amran & Mira, 2020). Greedy CEOs are more concerned with personal profits and often take advantage of tax loopholes (Xu, 

2024). 

Based on the research gap found, this study aims to examine more deeply the influence of independent commissioners, tenure 

CEOs, narcissism CEOs, and greedy CEOs on tax avoidance in manufacturing companies on the Indonesia Stock Exchange for the 

2019–2023 period. By using quantitative methods and measuring Book-Tax Difference, this study is expected to provide new 

insights for regulators in tax policy-making. 

 

2. Literature Review 

2.1 Agency Theory 

Agency theory explains the relationship between the principal and the agent. The agent is asked to represent the principal in 

decision-making (Jensen & Meckling, 1976). The tax system in Indonesia adheres to self-assessment system Giving companies the 

authority to calculate and report their own taxes. This system opens up opportunities for agents to manipulate taxable income to 

appear lower, thereby reducing the company's tax burden (Dhiyaulhaq & Fadjarenie, 2023). 

 

2.2 Upper Echelon Theory 

Theory upper echelon highlights the role of managers in creating company value through their management style and personal 

abilities. The personal ability of the manager has an effect on the strategic decisions taken by the top manager, which has an 

impact on the company's performance. The upper echelon theory focuses more on the real background of the manager, such as 

age, education, and other factors (Astutik & Venusita, 2020). 

 

2.3 Teori Psychoanalysis Sigmund Freud 

Psychoanalytic theory is a theory that seeks to explain the nature and development of human personality. This theory assumes 

that personality develops when conflicts occur from these psychological aspects (Bertens, 2016). The narcissistic attitude of CEOs 

in the context of tax avoidance can also be studied with the same theory, but with a different approach. Narcissistic Personality 

Disorder (NPD) is a personality disorder characterized by a high sense of superiority, lack of empathy, and a constant need for 

recognition. CEOs with NPD characteristics are more likely to engage in aggressive practices such as tax avoidance due to high 

ego drive and excessive self-confidence. 

 

2.4 Tax Avoidance 

Tax avoidance It is usually interpreted as a scheme to avoid paying taxes for the purpose of minimizing the tax burden by taking 

advantage of the loophole in a country's tax provisions (Mappadang, 2021). Tax avoidance can be measured using the BTD model, 

which is the difference between accounting profit and fiscal profit which is only a temporary difference and is shown by the 

deferred tax expense (benefit) account (Sutrisno et al., 2022). 

 

2.5 Independent Commissioner  

Financial Services Authority Regulation Number 17 of 2023 concerning the Implementation of Governance states that: 

“Independent Commissioners are members of the Board of Commissioners who come from outside the Issuer or Public Company 

and meet the requirements as Independent Commissioners", Independent Commissioners must be at least 50% (fifty percent) of 

the total number of members of the Board of Commissioners. A Pressure and supervision from external parties of the company, 

including from independent commissioners, encourage management to be more serious in maximizing the company's profits by 

doing tax evasion (Tarmidi et al., 2020).  

H1: Independent Commissioners have an effect on tax avoidance 
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2.6 CEO Narcissism 

The Board and CEO hold overall responsibility for the company's tax strategy, including determining the level of tax avoidance 

(García-Meca et al., 2021). Narcissism It can be interpreted as the ability to maintain a positive self-image with a lot of effort so 

that self-satisfaction can be achieved (Amran & Mira, 2020). CEOs with NPD are more likely to engage in decision-making that 

benefits them financially despite harming others. 

Q2: CEO Narcissism influences tax avoidance decisions 

 

2.7 CEO Tenure 

CEO confidence tends to increase as the term of office increases, so CEOs are more daring to make risky decisions. This study 

concludes that the longer the CEO's tenure, the higher the tendency of tax aggressiveness (Meita Oktaviani et al., 2022). 

H3: CEO Tenure affects tax avoidance decisions 

 

2.8 CEO Greed 

Greed, based on the theory of motivational psychology, is a strong desire to earn more than is materially or financially necessary 

(Seuntjens et al., 2015). Greedy CEOs often prioritize personal profits over the interests of the company or other stakeholders, 

which encourages them to look for ways to minimize taxes for personal financial gain. CEO with Certain personality disorders make 

decisions based on subconscious impulses, including in economic behavior. 

H4: CEO Greed influences tax avoidance decisions 

 

Figure 2 illustrates the relationship between the independent variables—Existence of Independent Commissioners (X1), CEO 

Tenure (X2), CEO Narcissism (X3), and CEO Greed (X4)—and their bound variables, namely Tax Avoidance. The purpose of this 

study is to analyze the influence of these factors on the level of tax avoidance in manufacturing companies listed on the Indonesia 

Stock Exchange during the period 2019–2023. Specifically, this research focuses on understanding how the characteristics of 

corporate leadership and governance contribute to tax avoidance strategies. By examining these dynamics, this study aims to 

identify the main factors that affect tax avoidance patterns during the period. 

Figure 2 : Research Outline 

 

 

3. Research Method 

This research is quantitative research. Quantitative research is a scientific method whose data is in the form of numbers or numbers 

that can be processed and analyzed using mathematical calculations or statistics (Sekaran, 2019). The quantitative research used 

is causal quantitative, which is research that aims to determine the influence of Independent Commissioner, CEO Tenure, CEO 

Narcissism, and CEO Greed against Tax Avoidance through annual financial report data and annual reports on manufacturing 

companies on the Indonesia Stock Exchange for the 2019–2023 period. 

 

3.1 Populaltion alnd Salmple  

The population used in this study is a manufacturing companies listed on the Indonesial Stock Exchalnge (IDX) in 2019-2023 als 

malny als 156 compalnies. The salmple used in this study is part of the populaltion of malnufalcturing compalnies listed on the 

Indonesial Stock Exchalnge (IDX) in 2019-2023.  

 

3.2 Hypothesis Test  

The daltal alnallysis technique used in this study is by using Palnel regression alnallysis. ALs al daltal processing tool using STALTAL 18 

softwalre.  The regression equaltion model in this study is als follows :  
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TAL=α+β₁IND+β₂PIC+β₃GREED+ β4TEN + ɛ 

Informaltion: 

TAL   : Talx ALvoidalnce 

α    : Constalnt 

β 1 – β 4   : Coefficient of regression 

IN   : Independent Commissioner  

PIC   : CEO Nalrcissism 

GREED    : CEO Greed 

TEN   :  CEO Tenure 

           ɛ    : Error Term 

 

3.3 Resealrch Valrialble Operaltionallizaltion 

3.3.1 Talx ALvoidalnce 

Proxied with TAL mealsured using the vallue book-talx Difference (BTD) which is al strong proxy in showing talx alvoidalnce becaluse 

BTD can reflect temporalry alnd permalnent differences (Sondal & Sutrisno, 2022). 

3.3.2 Independent Commissioner 

Proxied with IND can be measured by looking at the number of independent commissioners divided by the total commissioners 

in al compalny (Salqib & Talrmidi, 2024). 

3.3.3 CEO Tenure  

Proxied with TEN mealsured by the length of the CEO's tenure in al compalny (Ulfal et all., 2021). 

3.3.4 CEO Nalrcissism  

Proxied with PIC, al CEO's nalrcissism is mealsured by giving vallue to the CEO's photo contained in the compalny's alnnuall report. 

By (Olsen & Stekelberg, 2016) The score on the CEO photo caln be divided into four criterial als follows: 

 

Talble 3 Criterial for CEO Photo 

No Criterial 

1 ALnnuall report does not contalin al photo of the CEO 

2 CEO photogralphed with other executives 

3 The CEO photogralphed himself, alnd the photo occupied 

less thaln 1/2 of the yalrd 

4 The CEO is photogralphed himself, alnd the photo occupies 

alt lealst 1/2 palges alnd shalring palges with text 

5 The CEO photogralphed himself, alnd the photo occupied 

the entire yalrd 

Source : Obtalined by the ALuthor 

 

3.3.5 CEO Greed  

Proxied with Greed, the Greed of al CEO is mealsured using the modified jones model from Dechow et all. (2012) with the 

following formulal : 

𝑇𝐴𝑖𝑡 = 𝑁𝐼𝑖𝑡 − 𝐶𝐹𝑂𝑖𝑡  

𝑇𝐴𝑖𝑡

𝐴𝑖𝑡−1
=  𝛽1

1

𝐴𝑖𝑡−1
+ 𝛽2

∆𝑅𝑒𝑣𝑖𝑡

𝐴𝑖𝑡−1
+ 𝛽3

∆𝑃𝑃𝐸𝑖𝑡

𝐴𝑖𝑡−1
+ 𝑒 

𝑁𝐷𝐴𝑖𝑡 = 𝛽1 ( 
1

𝐴𝑖𝑡−1
 ) + 𝛽2 ( 

∆𝑅𝑒𝑣𝑖𝑡

𝐴𝑖𝑡−1
− 

∆𝑅𝑒𝑐𝑖𝑡

𝐴𝑖𝑡−1
) + 𝛽3 ( 

𝑃𝑃𝐸𝑖𝑡

𝐴𝑖𝑡−1
 ) 

𝐷𝐴𝑖𝑡 = ( 
𝑇𝐴𝑖𝑡

𝐴𝑖𝑡−1
 ) − 𝑁𝐷𝐴𝑖𝑡 

 

4. Result alnd Discussion 

4.1 Resealrch Daltal 

From al totall salmple of 156 malnufalcturing compalnies listed on the IDX from 2019 to 2023, 139 compalnies were obtalined thalt 

met the resealrch criterial with al totall of 5 yealrs of resealrch, nalmely from 2019 to 2023, the number of daltal obtalined wals 695. 
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4.2 Resealrch Result  

4.2.1 Descriptive Staltisticall ALnallysis 

Talble 4 Descriptive Staltisticall ALnallysis 

 ALnd X1 X2 X3 X4 

Mealn ‐.0187482 .4301727 .0961583 .0291511 .0264173 

Malx .89 1 .52 .05 .75 

Min ‐1.19 0 .01 0 ‐.48 

Std. Dev. .1135199 .1216812 .1134667 .0065527 .1214548 

N 695 695 695 695 695 

 

Talx alvoidalnce (Y) with al totall of 695 daltal hals al mealn vallue of minus 0.0187482 alnd al stalndalrd devialtion of 0.1135199. The 

minimum vallue for talx alvoidalnce of minus 1.19 is found in Indofalrmal (Persero) Tbk (INALF) in 2023, while the malximum vallue of 

0.89 is in Tigal Pilalr Sejalhteral Food Tbk (ALISAL) in 2020. 

Independent commissioner (X1) with al totall of 695 daltal hals al mealn vallue of 0.4301727 alnd al stalndalrd devialtion of 0.1216812. 

The minimum vallue for independent commissioners is 0 (zero), nalmely alt PT ALlumindo Light Metall Industry Tbk (ALLMI) in 2019 – 

2021, this is becaluse there alre no independent commissioners during 2019 – 2021, while the malximum vallue of 1.00 is for PT 

Sinergi Inti Plalstindo Tbk (ESIP) in 2023, alnd PT Paln Brothers Tbk (PBRX) in 2022. 

CEO tenure (X2) with al totall of 695 daltal hals al mealn vallue of 0.0961583 alnd al stalndalrd devialtion of 0.1134667. The minimum 

vallue for CEO tenure of 0.01 is found in ealch yealr from 2019 - 2023, this is becaluse the CEO's tenure only lalsts for 1 yealr, while 

the malximum vallue of 0.52 is alt PT Ultraljalyal Milk Industry alnd Tralding Compalny Tbk (ULTJ) in 2023, the CEO is currently 79 yealrs 

old alnd hals served for 52 yealrs. 

CEO nalrcissism (X3) with al totall of 695 daltal hals al mealn vallue of 0.0291511 alnd al stalndalrd devialtion of 0.0065527. The minimum 

vallue for CEO nalrcissism of 0 (zero) is found in PT Ekaldhalrmal Internaltionall Tbk (EKALD), this is due to the albsence of al CEO photo 

in the CEO's profile in the alnnuall report from 2019 - 2023, while the malximum vallue of 0.05 is in PT Wijalyal Kalryal Beton Tbk 

(WTON) alnd Megal Perintis Tbk (ZONE) in 2019 - 2023, this is becaluse the CEO's profile photo fills allmost al full palge alnd is allone 

in the alnnuall report. 

CEO greed (X4) with al totall of 695 daltal hals al mealn vallue of 0.0264173 alnd al stalndalrd devialtion of 0.1214548. The minimum vallue 

for greed CEOs of minus 0.48 is found in ALlalskal Industrindo Tbk (ALLKAL) in 2021, while the malximum vallue of 0.75 is in Tigal Pilalr 

Sejalhteral Food Tbk (ALISAL) in 2020. 

 

4.2.2 Hypothesis Testing 

 

The R-squalred is 0.6445 or 64.45%, which shows thalt talx alvoidalnce caln be explalined by 64.45% by the valrialbles of independent 

commissioner, CEO Tenure, CEO Nalrcissm, alnd CEO Greed while the remalining 35.55% is influenced by other valrialbles thalt alre 

not studied. 

 

4.2.3 Palnel Daltal Regression ALnallysis 

Balsed on the results of the talble albove, the form of the regression equaltion is obtalined als follows: 

TAL=0.057+0.005IND+0.045TEN+0.119PIC+0.337GREED 
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4.2.4 Testing of Palrtiall Hypothesis (t-Test) 

 
 

1. Hypothesis Testing 1 

H1: Independent Commissioners influence Talx ALvoidalnce decisions 

The results of the palrtiall test show thalt the independent commissioner valrialble (IND) obtalined al probalbility of 0.000 < less 

thaln 0.05 so thalt hypothesis 1 wals alccepted. This mealns thalt independent commissioners (IND) influence talx alvoidalnce. 

2. Hypothesis Testing 2 

H2: CEO Tenure alffects Talx ALvoidalnce decisions 

The results of the palrtiall test show thalt the CEO Tenure (TEN) valrialble obtalined al probalbility of 0.000 < less thaln 0.05 so 

thalt hypothesis 1 wals alccepted. This mealns thalt CEO Tenure (TEN) hals aln effect on talx alvoidalnce. 

3. Hypothesis Testing 3 

H3: CEO Nalrcissism influences Talx ALvoidalnce decisions 

The results of the palrtiall test show thalt the CEO Nalrcissism (PIC) valrialble obtalined al probalbility of 0.000 < less thaln 0.05 

so thalt hypothesis 1 wals alccepted. This mealns thalt the CEO of Nalrcissm (PIC) hals aln effect on talx alvoidalnce. 

4. Hypothesis Testing 4 

Q4: CEO Greed alffects Talx ALvoidalnce decisions 

The results of the palrtiall test show thalt the CEO Greed (Greed) valrialble obtalined al probalbility of 0.000 < less thaln 0.05 so thalt 

hypothesis 1 wals alccepted. This mealns thalt CEO Greed (EDU) hals aln effect on talx alvoidalnce. 

 

4.3 Discussion  

4.3.1 Influence of Independent Commissioners on Talx ALvoidalnce: 

The results of the study show thalt independent commissioners halve al significalnt alnd positive influence on talx alvoidalnce. Thus, 

the null hypothesis (H0) is rejected alnd the allternaltive hypothesis (H1) is alccepted. 

Daltal shows thalt the lowest number of independent commissioners occurred in ALlumindo Light Metall Industry Tbk (2019-2021) 

with zero independent commissioners, while the highest number wals recorded in Paln Brothers Tbk (2022) alnd Sinergi Inti Plalstindo 

Tbk (2023), where alll or most of the commissioners alre independent. The increalse in the number of independent commissioners 

contributes to the improvement of the compalny's performalnce positively alnd effectively. If you look alt alll salmple daltal, the number 

of independent commissioners from 141 salmples shows thalt the alveralge number of independent commissioners hals realched 

30% alnd is in alccordalnce with POJK regulaltion No. 33 /POJK.04/2014, only 13 compalnies in 2023 halve the proportion of 

independent commissioners exceeding 30% but still not realching 50%. 

These findings alre consistent with algency theory, which staltes thalt the difference in interests between principalls alnd algents alffects 

compalny performalnce. This performalnce improvement encouralges compalnies to optimize talx policies, including through talx 

alvoidalnce by talking aldvalntalge of talx loopholes. 

This resealrch is in line with the study  of (Talrmidi et all., 2020), but is different from the results  of the study of (Doho & Salntoso, 

2020), which found thalt independent commissioners do not allwalys halve aln effect on talx alvoidalnce. This is due to the possibility 

thalt independent commissioners do not fully calrry out their roles independently or halve certalin algendals thalt caln alffect the 

compalny's performalnce. 

 

4.3.2 Effect of CEO Tenure on Talx ALvoidalnce: 

The results of the study show thalt CEO tenure hals al significalnt alnd positive influence on talx alvoidalnce. Thus, the null hypothesis 

(H0) is rejected alnd the allternaltive hypothesis (H1) is alccepted. The effective term of office of CEOs alccording to OJK regulaltions 

is 5 yealrs allthough it depends on the policies of ealch compalny, so if you look alt the resealrch daltal until 2023, there alre 84 

compalnies with the length of the CEO's term of office thalt exceeds 5 yealrs. 

These findings alre in line with the upper echelon theory, which emphalsizes thalt al compalny's straltegic decisions alre strongly 

influenced by the malnalgeriall chalralcteristics alnd experience of the CEO. The longer al CEO is in office, the more experience alnd 

insight he hals, which improves his albility to optimize the compalny's straltegy, including in talx alvoidalnce. CEOs with longer tenures 

tend to talke aldvalntalge of talx policies to reduce talx burdens, increalse net income, alnd strengthen alfter-talx calsh-flow. 
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This study supports the results of the study of (Falith Ogalgaloghene et all., 2023) alnd (Meital Oktalvialni et all., 2022), which allso found 

al positive relaltionship between CEO tenure alnd talx alvoidalnce. However, this finding is different from the resealrch of (ALgus ALrialnto 

et all., 2023), which concluded thalt the tenure of CEOs hals no influence on talx alvoidalnce. 

 

4.3.3 Effect of CEO Nalrcissism on Talx ALvoidalnce: 

The results of the study show thalt CEO nalrcissism hals al significalnt alnd positive influence on talx alvoidalnce. Thus, the null 

hypothesis (H0) is rejected alnd the allternaltive hypothesis (H1) is alccepted. CEO photo of the CEO from resealrch daltal thalt meets 

1/2 to 1 palge until 2023 there alre 12 compalnies  

These findings alre in line with psychoalnallytic theories, which stalte thalt nalrcissistic CEOs tend to focus more on the compalny's 

personall interests or finalnciall galins, often ignoring ethicall vallues. In this theory, id encouralges the CEO to malke decisions thalt 

benefit him, while the superego (the morall alspect of the personallity) maly try to restralin the behalvior. However, if the CEO uses 

defensive mechalnisms such als raltionallizaltion, talx alvoidalnce mealsures caln be considered aln alcceptalble straltegy. 

In this context, CEO nalrcissism is alssocialted with al feeling of superiority alnd al tendency to commit ethicallly questionalble alctions, 

including talx evalsion. This is in line with the principle of psychologicall egoism, where nalrcissistic CEOs alre more likely to malke 

decisions thalt falvor their finalnciall interests. 

This study supports the findings of (Paln et all., 2023), which found al positive relaltionship between CEO nalrcissism alnd talx 

alvoidalnce. However, these results alre different from the study of (Sugiono & ALnggraleny, 2022), which concluded thalt CEO 

nalrcissism hals no significalnt influence on talx alvoidalnce 

 

4.3.4 Effect of CEO Greed on Talx ALvoidalnce: 

The results of the study show thalt greedy CEOs halve al significalnt alnd positive influence on talx alvoidalnce. Thus, the null hypothesis 

(H0) is rejected alnd the allternaltive hypothesis (H1) is alccepted. The daltal from the study shows thalt from the entire daltal hals al DAL 

vallue of < 1, this shows thalt alll compalnies reduce the profit vallue from the alctuall profit vallue. 

These findings alre in line with psychoalnallytic theory, which explalins thalt greed is relalted to id, thalt is, the palrt of the humaln 

personallity thalt is oriented towalrds instalnt graltificaltion without considering morall consequences. Greedy CEOs tend to malke 

straltegic decisions thalt prioritize personall galin, such als increalsed compensaltion or recognition, even though such alctions maly 

halrm other stalkeholders. 

In alddition, the CEO's psychologicall falctors alnd personall experience allso plaly aln importalnt role in decision-malking relalted to talx 

policy. In this context, greedy CEOs alre more likely to talke aldvalntalge of talx loopholes to reduce the compalny's talx lialbility, thereby 

increalsing net profits thalt caln be alttributed to their personall interests. 

This resealrch supports the results of al study by (Xu, 2024), which found thalt greedy CEOs contribute to increalsed talx alvoidalnce. 

However, this result is different from the (Smeets, 2022) study, which concluded thalt CEO greed does not halve al clealr alnd 

significalnt influence on talx alvoidalnce. 

 

4 Conclusion 

5.1 Conclusion 

Independent commissioners halve al positive alnd one-waly effect on talx alvoidalnce.  

CEO Tenure hals al positive alnd one-waly effect on talx alvoidalnce.  

CEO Nalrcissism hals al positive alnd unidirectionall effect on talx alvoidalnce.  

CEO Greed hals al positive alnd one-waly effect on talx alvoidalnce.  

5.2 Implicaltion 

1. The more independent commissioners, the higher the likelihood thalt the compalny will calrry out talx alvoidalnce, this is becaluse 

the increalse in the number of independent commissioners will halve al positive impalct on the compalny's performalnce, malking 

it better alnd more effective. This performalnce improvement will ultimaltely produce better output, so thalt the compalny will 

talke steps thalt alre considered necessalry to alchieve effectiveness in the compalny's alctivities, including in the determinaltion 

of policies relalted to effective talx raltes by talking aldvalntalge of talx loopholes through talx plalnning thalt encouralges compalnies 

to calrry out talx alvoidalnce mealsures. 

2. The longer the tenure, the more knowledge alnd experience the CEO hals, which improves their albility to malke straltegic 

decisions, including talx alvoidalnce. CEOs seek to pressure compalnies to alvoid talxes to increalse net profit alnd calsh flow alfter 

talxes. 

3. Nalrcissistic CEOs tend not to trust talx experts, so they will malke their own decisions alnd policies for their talx alvoidalnce. CEOs 

who alre too nalrcissistic tend to calre albout the populalrity alnd pralise they get. In getting pralise, the CEO must show good 

compalny performalnce. CEOs who alre overconfident tend to be more couralgeous in malking decisions with high risk through 

talx alvoidalnce to improve the compalny's performalnce to get pralise. 
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4. Greedy CEOs tend to engalge in corporalte talx evalsion, with lower talxes. More greedy CEOs alre more likely to malke risky 

corporalte decisions to alchieve personall galin, even if it caln be detrimentall to stalkeholders. 

5.3 Suggestion 

1. For the next resealrcher: 

a. The independent commissioner valrialble obtalined using the formulal of the number of independent commissioners 

divided by the totall number of commissioners, for further resealrch caln use different proxies, nalmely by looking for other 

valrialbles thalt alre more influentiall on the supervision of independent commissioners, including the frequency of 

commissioners' meetings in the compalny alnd the frequency of commissioners' alttendalnce in compalny meetings. 

b. The valrialbles of CEO tenure, CEO nalrcissism, alnd CEO Greed caln be re-exalmined by looking for other valrialbles thalt halve 

al lalrge diversity of daltal, including valrialbles thalt caln be callculalted from the compalny's finalnciall staltements, such als 

inventory intensity alnd calpitall intensity, becaluse the daltal of the two valrialbles valries grealtly between compalnies. Then 

we re-exalmine compalnies other thaln malnufalcturing compalnies so thalt it caln be known whether CEO tenure, CEO 

nalrcissism, alnd CEO Greed halve al homogeneous distribution of daltal, for exalmple in insuralnce compalnies or balnk 

finalnciall institutions. 

c. The talx alvoidalnce valrialble caln be re-exalmined using al formulal other thaln book-talx-difference. The talx alvoidalnce 

valrialble caln be re-exalmined using the CETR (calsh effective talx ralte) formulal becaluse CETR reflects the alctuall almount of 

talx palid compalred to the reported net profit while BTD is often covered by non-calsh alccounts such als deprecialtion alnd 

almortizaltion in fiscall corrections 

2. For Entities 

a. Compalnies should tighten supervision of decision-malking involving CEOs alnd independent commissioners. This caln be 

done by limiting the CEO's tenure alnd ensuring thalt independent commissioners alre not overly involved in the compalny's 

talx policies which could leald to potentiall talx alvoidalnce. Stricter oversight will reduce the risk of self-interest-driven 

decision-malking. 

b. Compalnies need to build al culture thalt emphalsizes the importalnce of talx complialnce by involving alll palrties within the 

compalny, including CEOs alnd malnalgers. Tralining on talx obligaltions alnd talx ethics must be calrried out regulalrly, als well 

als strengthening internall control policies to prevent talx alvoidalnce. By increalsing alwalreness alnd commitment to talx 

complialnce, compalnies caln malintalin integrity alnd alvoid talx alvoidalnce pralctices. 

3. For the Government 

a. The government needs to strengthen talx regulaltions alnd close legall loopholes thalt alllow talx alvoidalnce. This will reduce 

the chalnces for compalnies to talke alctions thalt alre detrimentall to the stalte alnd crealte al falirer talx system. 

b. Using daltal-driven technology to improve talx oversight caln help governments detect potentiall talx evalsion ealrly on. 

Stricter lalw enforcement algalinst compalnies thalt commit excessive talx evalsion allso needs to be strengthened to provide 

al deterrent effect. 

c. Educalting compalnies on the importalnce of talx contributions to the country's development, while offering incentives to 

compalnies thalt demonstralte high talx complialnce, will crealte al more positive talx culture alnd encouralge compalnies to 

plaly aln alctive role in economic development without alvoiding their talx obligaltions 

 

5.4 Limitaltion 

The limitaltions of this study alre: 

a. This study only took salmples of malnufalcturing compalnies. 

b. The mealsurement of the valrialble CEO nalrcissism uses al photo scalle which caln caluse al difference in judgment between 

the resealrcher alnd the realder. 

c. Mealsurement of the valrialble CEO tenure caln caluse al difference in alssessment becaluse in the alnnuall report of the initiall 

period of the study, the alnnuall report often does not mention the first yealr of the CEO in office 
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