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ABSTRACT

This study looks at the impact of institutional ownership, independent
commissioners, external audits, and executive personality on tax avoidance within food
and beverage sector in Indonesia. The findings demonstrate that independent
commissioners significantly reduce the incidence of tax evasion. Analyzing 60 financial
reports spanning 2018 to 2022, it finds that independent commissioners significantly
decrease tax avoidance, highlighting the importance of internal oversight for
transparency. However, institutional ownership, external audit, and executive character
show no significant impact. These results underscore the intricate nature of tax
avoidance and advocate for a comprehensive supervisory framework to manage tax
risks and uphold corporate reputation effectively. The research contributes valuable
insights into corporate governance and tax compliance, offering practical guidance for
practitioners to enhance transparency and integrity within their organizations.
Ultimately, these efforts aim to improve tax compliance and reputation management in
the food and beverage sector.

Keywords : Audit External; Executive Character; Independent Commissioner;
Institutional Share Ownership; Tax Avoidance

ABSTRAK

Penelitian ini bertujuan untuk menganalisis penghindaran pajak di industri
makanan dan minuman Indonesia, mengeksplorasi pengaruh komisaris independen,
kepemilikan institusional, audit eksternal, dan karakter eksekutif. Menganalisis 60
laporan keuangan dari tahun 2018 hingga 2022. Hasil penelitian menunjukkan bahwa
komisaris independen secara signifikan mengurangi penghindaran pajak, menyoroti
pentingnya pengawasan internal untuk transparansi. Namun, kepemilikan institusional,
audit eksternal, dan karakter eksekutif tidak menunjukkan dampak yang signifikan.
Hasil penelitian ini menggarisbawahi rumitnya penghindaran pajak dan menganjurkan
kerangka kerja pengawasan yang komprehensif untuk mengelola risiko pajak secara
efektif dan menegakkan reputasi perusahaan. Penelitian ini memberikan wawasan yang
berharga mengenai tata kelola perusahaan dan kepatuhan pajak, menawarkan panduan
praktis bagi para praktisi untuk meningkatkan transparansi dan integritas di dalam
organisasi mereka. Pada akhirnya, upaya-upaya ini bertujuan untuk meningkatkan
kepatuhan pajak dan manajemen reputasi di sektor makanan dan minuman.

Kata kunci : Audit Eksternal; Karakter Eksekutif; Komisaris Independen,; Kepemilikan
Saham Institusional; Penghindaran Pajak
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INTRODUCTION

Tax issues in Indonesia are an important concern as taxation is the main source of
state revenue, contributing 78.5% by 2022. Nevertheless, the tax ratio only amounted to
10.26%, suggesting that the level of compliance remains relatively low and below the
OECD average and neighboring countries. In contrast to tax evasion, tax avoidance is a
legal strategy that can result in significant losses, with multinational companies
estimated to avoid up to 10% of their pre-tax profits. Factors such as the role of
independent commissioners, institutional shareholding, external audit, and executive
character are thought to influence tax avoidance, which may impact tax practices in
various sectors, including the food and beverage industry, which accounts for 17.2% of
total tax revenue in 2022.

To address this issue, scholars and policymakers have been examining the factors
that contribute to tax avoidance in various industries. One industry that has received
considerable attention in this regard is the food and beverage sector. Multiple studies
have discovered that food and beverage companies exhibit a higher propensity for
participating in tax avoidance strategies when compared to other industries
(Dewianawati & Setiawan, 2021; Mutmainah, 2022) . An influential aspect in tax
avoidance within the food and beverage business is the inclusion of autonomous
commissioners on corporate boards (Chau & Gray, 2010).

The proposal to include independent commissioners on company boards has been
suggested as a potential cause of tax evasion in the food and beverage industry, and it is
crucial to consider the wider framework of corporate governance and tax regulations.
Some experts argue that the focus on independent commissioners may overlook other
crucial factors that contribute to tax avoidance, such as complex tax laws, international
tax planning, and aggressive tax strategies employed by multinational corporations
(Rizqgia & Lastiati, 2021; Sa'diah & Afriyenti, 2021).

Institutional ownership relates to the possession of a corporation's stocks or shares
by institutional investors, including mutual funds, pension funds, and insurance
companies. Institutional investors frequently influence a company's governance and
decision-making processes. They hold large ownership stakes and can exert influence
through voting rights and engagement with management (Jiang et al., 2021; Khurana &

Moser, 2013). While institutional ownership can influence a company's governance and
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decision-making processes, it is important to consider that tax avoidance may not
necessarily be driven by institutional ownership (Badertscher et al., 2013; Chasbiandani
et al., 2019).

Research conducted on manufacturing firms listed on the Indonesia Stock
Exchange and the Malaysia Stock Exchange revealed that the level of audit quality is
inversely related to the extent of tax avoidance (Hadaming & Daito, 2023; Rizqia &
Lastiati, 2021) . Furthermore, studies have indicated that the inclusion of autonomous
commissioners on the supervisory board does not exert a substantial impact on tax
evasion. This implies that the impact of external auditors in evaluating a company's
financial reporting processes has a more significant effect on tax avoidance compared to
the presence of independent commissioners on the supervisory board (Irfansyah et al.,
2020).

However, there are differing opinions regarding the influence of external audit
quality on the practice of tax avoidance. A viewpoint suggests that high-quality external
audits could facilitate tax avoidance instead of preventing it. A study published in the
Journal of Accounting Research revealed that corporations audited by Big Four
accounting firms exhibit a higher propensity to employ tax avoidance tactics than those
audited by non Big Four firms. The researchers proposed that the extensive expertise
and abundant resources possessed by Big Four firms empower them to discern and
capitalize on legal gaps in tax legislation, ultimately resulting in elevated levels of tax
evasion among their clientele (Boone et al., 2010; Choi et al., 2008; Francis et al., 2013).

Companies often look for ways to reduce their tax liability to maximize profits
legally. This certainly cannot be separated from the intervention of company leaders as
strategic decision-makers. Previous research has shown that executive character
significantly influences tax decisions, including decisions related to tax avoidance
(Ma'sum et al., 2023; Windyasari et al., 2019). The higher the risk value in a company,
the more likely the company has a risk-taker character and is more likely to do tax
avoidance (Dyreng et al., 2010; Hadaming & Daito, 2023) . Risk-averse executive
character or tends to avoid risk, which is negatively related to tax avoidance. However,
a positive relationship exists between executive character and tax avoidance, where
executive characters who are risk-takers tend to do higher tax avoidance. In addition,

previous research also shows that executive characteristic factors such as experience,
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knowledge, and personal values can also influence decisions related to tax avoidance
(Windyasari et al., 2019).

Tax avoidance, different from tax evasion, is a legal strategy that can cause
significant losses, especially in the food and beverage industry sector, which is the
largest tax contributor. To address this issue, research investigating factors that
influence tax avoidance, such as the role of independent commissioners, institutional
shareholding, external audit, and executive character, is crucial. Although some studies
show a relationship between these factors and tax avoidance, different views highlight
the complexity of taxation, tax policy, and multinational corporate strategies. In addition,
the debate on the impact of external audit quality on tax avoidance also highlights the
complexity of this issue. Thus, this research is important to provide deeper insights to
stakeholders and help formulate effective policies to improve tax compliance in
Indonesia.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
Agency Theory

Agency theory is a prominent and contentious theory in organizational behavior
and management (Eisenhardt, 1989). The theory centers on the correlation between a
principal and an agent. The principal is a person or organization that assigns work or
responsibilities to the agent, who subsequently carries out those activities on behalf of
the principal. Agency theory posits that conflicts of interest can emerge between the
principal and agent due to divergent objectives, interests, or knowledge asymmetry
(Shailer, 2018).

The main focus of agency theory is to address the problem sometimes referred to
as the agency problem. The agency problem arises when there is a conflict between the
objectives or aspirations of the principal and the agent, leading to challenges for the
principal in verifying the agent's actions and determining if they are in the principal's
best interests. This issue frequently occurs due to information asymmetry, which refers
to a situation where the agent possesses more information than the principal regarding
possibilities or actions (Pratt & Zeckhauser, 1985). Information asymmetry might lead
to a scenario in which the agent may exhibit opportunistic conduct, prioritizing their

interests over those of the principal.
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Agency theory also tackles the issue of risk sharing as its second concern. This
issue emerges when the principal and agent possess divergent risk preferences. For
example, the principal may be risk-averse and prefer conservative strategies, while the
agent may be more willing to take risks to maximize their gains or rewards. The risk-
sharing problem can lead to conflicts between the principal and agent, as they may have
different preferences for decision-making and risk-taking. These conflicts can
potentially result in suboptimal outcomes for the principal (Wiseman et al., 2012).
Independent Commissioner and Tax Avoidance

Companies often employ various strategies to minimize tax liabilities and
maximize profits. However, the presence of independent commissioners can
significantly impact the extent of tax avoidance in the food and beverage industry (Asih
& Darmawati, 2022; Ezejiofor & Ezenwafor, 2021) . These commissioners, who are
appointed by the shareholders and do not have any affiliations or financial interests in
the company, play a crucial role in ensuring transparency and accountability in
corporate governance (Listyaningsih & Tanjung, 2019).

By providing objective oversight and acting in the best interests of the
shareholders, independent commissioners can actively monitor and discourage tax
avoidance practices within the company (Mangoting et al., 2020). Their independence
allows them to review financial statements, understand the company's tax planning
strategies, and assess whether they comply with relevant tax laws and regulations. Their
presence can create a more ethical and responsible corporate culture where tax
avoidance is frowned upon and discouraged (Musaddad & Ervina, 2022; Mutmainah,
2022).

Furthermore, independent commissioners can challenge management decisions
that may lead to excessive tax avoidance. Their involvement in discussions and
decision-making processes can bring a fresh perspective and ensure that tax planning
strategies align with the company's overall business objectives without crossing ethical
boundaries (Cuadrado-Ballesteros et al., 2015; Haruna et al., 2020).

Independent commissioners nominated by shareholders are crucial in reducing
agency risk between management and shareholders. Independent commissioners
nominated by shareholders are crucial in reducing agency risk between management

and shareholders. Independent commissioners oversee and ensure transparency and
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accountability in corporate governance, including tax practices. They actively monitor
and oppose excessive tax avoidance practices within the company by providing
objective oversight in the interest of shareholders. Thus, this study demonstrates how
agency theory influences tax avoidance practices and the role of independent
commissioners in ensuring compliance with tax laws and encouraging an ethical and
responsible corporate culture.

Hi: independent commissioners have a significant effect on tax avoidance
Institutional Share Ownership and Tax Avoidance

Institutional ownership denotes the proportion of a company's shares that
institutional investors possess, including mutual funds, pension funds, and insurance
companies (Khan et al., 2017). Studies have demonstrated that the level of ownership by
institutions can influence the extent to which tax avoidance occurs. Various elements
contribute to the impact of institutional ownership on tax evasion in the food and
beverage sector. First and foremost, institutional investors generally possess more
extensive resources and knowledge in tax preparation strategies than individual
investors. This grants them the capability to thoroughly examine and maneuver intricate
tax regulations with more efficiency, potentially leading to increased levels of tax
evasion (Eaton et al., 2014).

Secondly, institutional investors often have a long-term investment horizon and a
vested interest in the financial performance of the companies they invest in. As a result,
they may seek to maximize these companies' after-tax profit through tax planning
strategies, including tax avoidance (Khurana & Moser, 2013). Additionally, institutional
owners may have tax-related objectives or policies that they expect companies to adhere
to (Wenwu et al., 2023). This could influence the tax avoidance behavior of companies
in the food and beverage industry sector as they strive to meet the expectations and
requirements of institutional investors. Moreover, institutional ownership can also affect
a company's reputation and public perception. Food and beverage firms that engage in
aggressive tax avoidance strategies may face reputational risks and backlash from
stakeholders, including institutional investors (Khurana & Moser, 2013).

According to agency theory, institutional shareholders are considered external
agents with a long-term interest in the financial performance of the companies they

invest in. Institutional shareholders have greater resources and expertise in tax planning
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than individual investors, according to research findings that suggest they can analyze
and navigate complex tax laws more effectively. In addition, institutional shareholders
have a long investment horizon and are interested in the company's financial
performance.

Ha: institutional ownership has a significant effect on tax avoidance
Audit External and Tax Avoidance

External audits have a substantial impact on evaluating the processes involved in
preparing financial statements and effectively contribute to reducing tax avoidance. The
phrase implies that the external auditor's oversight in assessing financial statement
processes can impact management's choices to minimize tax evasion (Haruna et al.,
2020). These findings offer useful insights for investors seeking to quantify the extent of
tax avoidance and mitigate future tax fines. Furthermore, these results highlight the
importance of having strong audit processes in place to ensure accurate financial
reporting and compliance with tax regulations (Brandon et al., 2004; Lai & Pham, 2020;
Suwarno et al., 2020)

The negative effect of audit quality on tax avoidance underscores the significance
of stringent financial statement procedures and oversight in deterring tax avoidance
practices (Lisic, 2014; Simanjuntak & Suranta, 2024) . Furthermore, the lack of
significant impact from the presence of independent commissioners suggests that the
supervisory role of external auditors is a key determinant in influencing management
decisions to minimize tax avoidance (Gul et al., 2002; Krishnan & Visvanathan, 2011).

External auditors monitoring financial reporting systems might influence
managerial decisions aimed at reducing tax evasion activities. Thus, the importance of a
strong audit process in ensuring accurate financial reporting and compliance with tax
regulations is emphasized. In addition, the need for strict financial reporting procedures
and strong oversight in preventing tax avoidance practices is emphasized. The absence
of a notable influence from independent commissioners emphasizes the crucial
importance of external auditors in shaping management actions to reduce tax avoidance,
which is in line with the primary purpose of agency theory.

Hs: external audit has a significant effect on tax avoidance
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Executive Character and Tax Avoidance

Recent studies have shown that specific executive traits such as risk tolerance,
ethical standards, and personal integrity can significantly impact companies' tax
avoidance strategies within the food and beverage sector (Wenwu et al., 2023) .
Executives with high-risk tolerance may be more inclined to pursue aggressive tax
planning strategies. At the same time, those with strong ethical standards and personal
integrity may prioritize tax compliance and transparency (Dyreng et al., 2010).

Furthermore, the influence of executive character on tax avoidance extends
beyond individual traits to encompass organizational culture and governance practices.
Companies with leaders prioritizing ethical behavior and transparency are likelier to
foster a corporate culture that values compliance with tax regulations and strives to
uphold ethical standards in tax planning and reporting (Aliani, 2014; Chyz, 2013).

Ethical standards and personal integrity, often championed by key executives, are
crucial in shaping the organizational culture and governance practices. When executives
prioritize ethical behavior and transparency, it sets the tone for the entire company. This
tone is reflected in the decisions made at all levels, emphasizing tax compliance and
transparency (Campbell & Helleloid, 2016; Lenz, 2022; Wegener & Labelle, 2017).

Executives with a high-risk tolerance tend to adopt aggressive tax strategies, while
those who emphasize ethics and transparency prioritize compliance. This reflects
corporate culture and governance practices. Executives who emphasize personal
integrity shape ethical attitudes, influencing decisions at all levels, particularly in tax
compliance and transparency. Thus, agency theory explains how executive behavior
influences tax avoidance practices and overall corporate culture.

Ha: executive character has a significant effect on tax avoidance

RESEARCH METHODS

This study used an associative research design with a quantitative method to
examine the impact of independent factors (Independent commissioner, institutional
ownership, external audit, and executive character) on the dependent variable (tax
avoidance). This study utilizes secondary data from 12 food and beverage companies
listed on the Indonesia Stock Exchange. The evaluated financial statements pertain to

the period from 2018 to 2022, including five years. Therefore, there are a total of 60
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data observations. Table 1 displays the measurements utilized in each variable, which
have been derived from various sources.

The data analysis technique employed is panel data regression utilizing the
Eviews version 12 software. Before doing panel data regression and hypothesis testing,
model selection testing begins with the Chow, Hausman, and Lagrange Multiplier tests.
Furthermore, if one of the model estimates is chosen, classical assumption testing is
conducted, encompassing tests for normality, heteroscedasticity, multicollinearity, and
autocorrelation. Classical assumption testing is optional and relies on estimating the
chosen model.

RESULTS AND DISCUSSION

Table 2 displays the outcomes of the Chow test, where the chi-square parameter
indicates a significant value of 0.000. This implies that the fixed effect model is a more
accurate estimate. However, additional Hausman testing is required to compare the
fixed effect model estimate with the random effect model.

Table 3 displays the outcomes of the Hausman test conducted at a significance
level of 0.0006. This finding suggests that the fixed effect model provides a more
precise estimation in comparison to the random effect model. The fixed effect model
estimation has been chosen as the preferred estimate model for this inquiry.

Moreover, to validate the applicability of the panel data regression model, it is
imperative to verify the fulfillment of the classical assumptions. The chosen model
estimation in this work is a fixed effect model. Therefore, the necessary assumption
tests include heteroscedasticity and multicollinearity tests, while other assumptions can
be disregarded (Gujarati & Porter, 2008) . Table 4 shows that the Breusch-Pagan test
results have a level of significance of 0.0614, indicating that the data are homogeneous.

In the multicollinearity test, Table 5 shows that the VIF value of each
independent variable is smaller than 5, so it can be said that there are no
multicollinearity symptoms, so panel data regression testing and research hypotheses
can be carried out.

In Table 6, the regression equation is obtained as follows:

TA = 0.116883 - 0.090237 (IC) + 0.014634 (I0) - 0.073999 (EA) + 0.337468 (EC)
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The regression equation states that tax avoidance (T.A.) is affected by
independent commissioner (IC), institutional ownership (1.O.), External Audit (E.A.),
and executive character (E.C.). The coefficient associated with each variable indicates
each independent variable's relative influence on the dependent variable. The positive
coefficients for institutional ownership and executive character indicate that increasing
these two variables will increase tax avoidance. Furthermore, the negative coefficients
for independent commissioners and external audit indicate that increasing these
variables will decrease tax avoidance.

Moreover, Table 6 presents the outcomes of hypothesis testing conducted both
partially and concurrently. The statistical testing findings indicate that the significance
value of the independent commissioner (IC) is 0.0040, which is less than the threshold
of 0.05. This suggests that the IC has a substantial impact on tax avoidance (T.A.),
leading to the acceptance of the first hypothesis. Moreover, the p-value of 0.2962 for
institutional ownership (I.O.) is greater than the significance level of 0.05, indicating
that there is no significant impact of institutional ownership towards tax avoidance.
Therefore, the second hypothesis is rejected. The p-value of the external audit (E.A.) of
0.0648 > 0.05 also suggests that the external audit (E.A.) does not have a substantial
impact on tax avoidance (T.A.), leading to the rejection of the third hypothesis as well.
Likewise, The significance value of an executive character (E.C.) of 0.000 < 0.05
indicates that executive character (E.C.) has a significant effect on tax avoidance (T.A.),
so the fourth hypothesis is accepted.

The statistical findings demonstrate that operating capacity, agency costs, and
intellectual capital considerably impact corporate performance when considered
together. The influence accounts for 86.81% of the total, while the remaining 13.19% is
attributed to untested variables. Therefore, it can be inferred that this estimation model
is resilient.

Independent Commissioner and Tax Avoidance

The findings indicate that the presence of independent commissioners has a
notable adverse impact on tax avoidance. One possible explanation for the negative
significant influence of independent commissioners on tax avoidance could be the role
and focus of these commissioners within the supervisory board (Busirin et al., 2015).

Independent commissioners are primarily responsible for monitoring management
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policies related to company profits or performance. They prioritize overseeing and
ensuring that the company operates ethically and efficiently. This focus on evaluating
overall company performance may lead independent commissioners to overlook or pay
less attention to tax avoidance policies (Minnick & Noga, 2010; Zuvilla & Surono,
2022) . They may not prioritize scrutinizing tax planning strategies or identifying
potential areas of tax avoidance.

Furthermore, the primary role of independent commissioners is to minimize
agency problems and ensure that company management acts in the best interest of
shareholders (Asih & Darmawati, 2022) . They exercise strict supervision over
management, which can influence the decision-making process. Their close supervision
may lead company management to be more cautious and careful in making decisions,
including those related to tax payments (Xie et al., 2023). Therefore, the increased
supervision by independent commissioners may discourage management from taking
part in tax avoidance strategies, as they are inclined to prioritize compliance with tax
regulations in order to align with the expectations set by the independent commissioners
(Susmito et al., 2020).

Institutional Share Ownership and Tax Avoidance

The results show that there is no significant effect of institutional ownership of
shares on tax avoidance. Food and beverage company often has a dominant ownership
structure, where the main shareholder is a family or sole owner, resulting in institutional
ownership having a small proportion of the company's share ownership (Badertscher et
al., 2013; Purnamasari & Fachrurrozie, 2020). Since institutional ownership is low, they
may not have enough power or influence to influence the company's decision regarding
tax avoidance.

The food and beverage industry tends to have relatively low profit margins, high
competition in the market, and high production costs. This can reduce the company's
incentive to conduct tax avoidance to avoid paying higher taxes (Sherly & Fitria, 2021,
Wicaksono & Oktaviani, 2021) . The food and beverage industry tends to have strict
regulations regarding financial reporting and taxes, with conservative accounting
standards. This means that companies in this industry have limitations in manipulating

financial statements and tax avoidance practices because they must comply with strict
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and transparent rules (Khan et al., 2017; Khurana & Moser, 2013; Suryaningrum &
Ratnawati, 2024)
Audit External and Tax Avoidance

The findings indicate that external audits do not substantially impact the practice
of tax avoidance. Audit methods primarily emphasize the verification and dependability
of financial statements rather than directly addressing tax-related matters. External
auditors are responsible for comprehensively investigating a company's financial
records, processes, and internal controls. Their main goal is to assess the fairness and
dependability of the financial statements in line with widely accepted auditing standards
(Rizqgia & Lastiati, 2021; Dewianawati & Setiawan, 2021). However, tax avoidance
involves complex strategies and arrangements aimed at minimizing tax liabilities within
the boundaries of the law. External auditors may not have the specialized knowledge or
tools to detect and assess the intricacies of tax avoidance schemes (Irfansyah et al., 2020;
Hadaming & Daito, 2023).

Furthermore, tax avoidance may involve the utilization of legal loopholes, transfer
pricing practices, or the manipulation of financial transactions and accounting practices.
These activities may not be easily identifiable through an external audit process that
primarily focuses on ensuring the accuracy and reliability of financial reports (Susmito
et al., 2020; Felix et al., 2001). Additionally, the food and beverage industry is known
for having various tax planning strategies that are often within the bounds of legality.
These strategies may not necessarily be tax avoidance (Al-Sharairi, 2017; Donohoe,
2014). Furthermore, the nature of tax avoidance itself poses challenges for external
auditors. Tax avoidance refers to the utilization of lawful strategies to reduce tax
obligations, whereas tax evasion entails the use of criminal ways to evade taxes
(Listyaningsih, 2019).

Executive Character and Tax Avoidance

The findings demonstrate the executive character's substantial and beneficial
impact on tax avoidance. Executives possessing robust character traits are more inclined
to prioritize ethical conduct and adherence to tax regulations. They are unlikely to
participate in aggressive tax planning or exploit legal loopholes to reduce taxes. This is

corroborated by prior studies indicating that CEOs with robust character traits are less
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prone to engaging in hazardous conduct and more inclined to act in the organization's
and its stakeholders' utmost interests (Zhao et al., 2022; Cronqvist et al., 2012).

Executives with a strong character are more likely to value transparency and
accountability. They are more inclined to provide accurate and reliable financial
information, including tax-related information, in their company's annual reports. This
transparency can help to mitigate any potential scrutiny or suspicion from tax authorities,
as it demonstrates the company's commitment to complying with tax laws (Wicaksono
& Oktaviani, 2021; Sikka, 2010; Trevifio & Brown, 2004).2. However, executives with
a strong character are more likely to foster a culture of compliance within the company.
They set a positive example for employees and encourage a strong commitment to
ethical behavior and adherence to tax regulations. This can lead to better tax compliance
and a reduced likelihood of engaging in aggressive tax planning or evasion strategies
(Armstrong et al., 2012; Sikka, 2010; Lenz, 2021).

Furthermore, executives with strong character are more likely to prioritize the
long-term sustainability and reputation of the company. They understand that engaging
in aggressive tax avoidance measures can damage the company's reputation and lead to
negative consequences in the long run. For example, if a food and beverage company is
seen as actively avoiding taxes through unethical practices, it may face backlash from
stakeholders such as customers, investors, and governments (Campbell & Helleloid,
2016; Jo & Park, 2020; Mutmainah, 2022; Reeve & Gostin, 2019).

CONCLUSION

This study examines the impact of independent commissioners, institutional share
ownership, external audits, and CEO attributes on the utilization of tax avoidance tactics
in the food and beverage sector. The findings indicate that the presence of autonomous
commissioners and executive character have a substantial adverse effect on tax evasion,
highlighting the need for internal supervision in fostering openness and accountability
inside companies. However, the existence of institutional ownership of shares and
external audits does not significantly influence tax evasion strategies.

Nonetheless, the theoretical implications of these findings underscore the
complexity of the tax avoidance phenomenon in the context of corporate supervision.
For practitioners, an in-depth understanding of the role of independent commissioners is

crucial to enhance corporate transparency and integrity. At the same time, it should also
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not be overlooked that institutional ownership of shares, external audit, and executive
character play a role in holistic tax risk management. Therefore, practitioners should
adopt a comprehensive supervisory framework that takes into account all these aspects
to ensure corporate compliance with tax regulations and maintain corporate reputation
in the long run.
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TABLE AND FIGURE
Table 1. Variable Measurement
Variable Measurement Scale
Indepepd@nt Ratio
Commissioner
Institutional ownership Ratio

2 for The BIG Four auditors
External Audit e | for auditors of The BIG Ten, and Categorical
0 for others

Executive Character S Ratio

Tax Avoidance Ration

Source: (Widiiswa & Baskoro, 2020)

Table 2. Chow Test

Effects Test Statistic d.f. Prob.
Cross-section F 5.110527 (11,44) 0.0000
Cross-section Chi-square 49.388173 11 0.0000

Source: Data processed (2024)

Table 3. Hausman Test

Chi-Sq.
Test Summary Statistic ~ Chi-Sq. d.f. Prob.
Cross-section random 25.321422 4 0.0000

Source: Data processed (2024)

Table 4. Heteroscedasticity Test
Obs*R-squared 8.988047 Prob. Chi-Square(4) 0.0614

Source: Data processed (2024)

Table 5. Multicollinearity Test

Centered
Variable VIF
C NA
IC 1.168183
10 1.279500
EA 1.235486
EC 1.138018

Source: Data processed (2024)
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Table 6. Hypotheses Test

Variable Coefficient Std. Error t-Statistic Prob.

C 0.116883 0.048122 2.428883 0.0193

IC -0.090237 0.029698 -3.038466 0.0040

10 0.014634 0.013739 1.065149 0.2926

EA -0.073999 0.039071 -1.893978 0.0648

EC 0.337468 0.039308 8.585172 0.0000

Root MSE 0.013785 R-squared 0.901702
Mean dependent var 0.073589 Adjusted R-squared 0.868192
S.D. dependent var 0.059344 S.E. of regression 0.016098
Sum squared resid 0.011402 F-statistic 26.90796
Durbin-Watson stat 1.993033 Prob(F-statistic) 0.000000

Source: Data processed (2024)
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