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Abstract 

We analyze executives’ (CEOs, CFOs, and Board Chairpersons) personal tax returns to 

investigate whether and how their personal tax behavior is associated with the tax avoidance of 

their firms. We develop various measures of executives’ personal tax behavior that are related 

to their personal risk propensity, ethics, financial incentives, and awareness of tax planning 

opportunities and risks. Our empirical results show that CEOs’ and CFOs’ personal tax behavior 

is related both to nonconforming and conforming corporate tax avoidance. We find no such 

results for Board Chairpersons. 
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Introduction 

 

‘In winter 2014, it was revealed that tax authorities in Luxembourg have helped hundreds of 

international companies with aggressive tax planning. With the direct help of the tax 

authorities, Swedish companies … have managed for years to reduce their taxes substantially. 

Some companies have succeeded so well with this trickery that they have not paid any corporate 

tax at all. ’  
—Aftonbladet, 18 January 2016, p. 2  

(Translated by the authors)  

 

In recent years, corporate tax avoidance has received increased public interest, and many 

political initiatives have been taken to restrict such behavior, including EU initiatives on tax 

information exchange and tax haven elimination.1 Moreover, a growing body of academic 

literature has explored the market-, firm-, and manager-specific determinants of corporate tax 

avoidance. For instance, many studies show associations between various firm-specific factors 

such as the size, profitability, financing choices, and organizational structure of the firm and 

the extent of corporate tax avoidance (Chen, Chen, Cheng, & Shevlin, 2010; Chyz, 2013; 

Dyreng, Hanlon, & Maydew, 2010; Gupta & Newberry, 1997).  

It has also been reported that executives’ personal characteristics, such as their tendency for 

risk-taking behavior, integrity, or narcissism, are related to their firms’ extent of tax avoidance. 

For instance, female CFOs tend to be less tax aggressive than male CFOs (Francis, Hasan, Wu, 

& Yan, 2014), CEO integrity is negatively related to corporate tax avoidance (Law & Mills, 

2016), and CEO narcissism is positively related to the likelihood that a firm uses corporate tax 

shelters (Olsen & Stekelberg, 2015). Others find that corporate tax avoidance is related to 

certain types of personal tax avoidance behavior by executives, such as stock option exercise 

backdating (Chyz, 2013) and recognizing capital gains before a tax rate increase (Cavazos & 

 
1 In 2014, journalists revealed corporate tax avoidance schemes set up in Luxembourg for hundreds of 

European companies from 2002 to 2010, including 27 companies from Sweden. This led to the 

international scandal known as the Luxembourg Leaks. In 2015, a scandal known as the Swiss Leaks 

described thousands of individuals involved in a huge personal tax evasion scheme set up by one of the 

world’s largest banks. In 2016, the so-called Panama papers revealed similar tax evasion schemes. 
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Silva, 2017). However, the questions of what drives executives’ personal tax behavior and what 

types of such behavior are associated with the tax avoidance of their firms are still largely 

unresolved. 

In this paper, we investigate how the broad spectrum of personal tax behavior of the CEOs, 

CFOs, and Board Chairpersons of Swedish listed firms is associated with the tax avoidance 

behavior of their firms. We conduct our study using data from Sweden, because the unique 

personal tax returns data and criminal offense data available for all executives of Swedish listed 

firms enable us to develop direct and fine-grained measures of executives’ personal tax 

behavior. 

We expand previous studies on corporate tax avoidance by opening up the black box of 

executives’ personal tax behavior and by linking it to corporate tax avoidance behavior. 

Specifically, we contribute to the literature in the following ways. First, we use various, fine-

grained measures of executives’ personal tax behavior so as to capture a broad spectrum of such 

behavior, whereas previous research has used indirect proxies like stock option exercise 

backdating (e.g. Chyz, 2013)2. Second, we examine whether the measures of executives’ 

personal tax behavior reflect their personal characteristics such as their personal risk propensity 

and ethics, financial incentives, and the awareness of tax planning opportunities and risks. 

Third, we investigate several alternative explanations of the association between personal tax 

behavior and corporate tax avoidance, our results showing that CEOs and, to some extent, CFOs 

have a discretionary impact on corporate tax avoidance that their superiors have not considered 

nor foreseen. Finally, we are the first to examine whether executives’ personal tax behavior is 

consistently related to both non-conforming and conforming corporate tax avoidance strategies.  

 
2 While our measures pertain to the Swedish tax reporting rules to some extent, we believe that our 

results are applicable to other jurisdictions, because we focus on executives’ personal tax behavior rather 

than on specific tax avoidance techniques, and because the level of corporate governance in Sweden is 

comparable to that of other developed countries. Specifically, Sweden’s corporate governance rankings 

are similar to those of e.g. the United Kingdom, United States, Canada, Switzerland, or Germany 

(Schwab & Porter, 2006). 
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Our results of analyzing firms listed on the OMX Stockholm Stock Exchange in Sweden can 

be summarized as follows. First, we identify executives’ personal tax behavior based on their 

matching of capital gains and losses, income reclassification, late or erroneous personal tax 

filings, and suspicions/convictions of tax crimes. We find that executives’ personal tax behavior 

is driven by their personal ethics, risk propensity, the ability and awareness of tax-related 

opportunities and risks, and personal financial incentives, which previous literature has 

identified as drivers of personal tax planning or evasion (Alm & Torgler, 2006; Alstadsæter & 

Jacob, 2017; Bobek & Hatfield, 2003; Collins, Milliron, & Toy, 1992; Henderson & Kaplan, 

2005).  

Second, we find that that the personal tax behavior of the CEOs and the CFOs is significantly 

related to both nonconforming and conforming tax avoidance behavior of their firms, and that 

this association is generally stronger for measures reflecting higher degrees of personal tax 

aggressiveness. We also investigate three potential sources of this association, i.e. executives 

choosing companies based on their tax behavior (firm-executive matching), executives being 

selected based on their personal tax style (selected style), and corporate tax avoidance behavior 

being adjusted to reflect executives’ personal tax behavior (discretionary impact). We find no 

evidence that either CEOs or CFOs are matched with or selected to the firm based on their 

personal tax behavior. However, we find some evidence that the personal tax behavior of the 

CEOs and CFOs has a discretionary effect on corporate tax avoidance. 

We organize the rest of the paper as follows. In the next section, we review the relevant 

literature and develop our hypotheses. In the third section, we describe the data sources, variable 

construction, and methodology. We then report the results of our empirical analyses and provide 

concluding remarks.  
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Hypothesis Development 

Personal Tax Behavior 

Many studies show that most taxpayers are honest in their tax reporting, regardless of the 

availability of opportunities to engage in tax evasion (Alexander & Feinstein, 1987; Sheffrin & 

Triest, 1992). However, individuals who comply with tax reporting requirements may still 

engage in legal and socially acceptable tax minimization techniques, depending on their 

financial incentives, access to tax management strategies, and awareness of such strategies 

(Alstadsæter & Jacob, 2017; Collins et al., 1992). Thus, Alstadsæter and Jacob (2017) report 

that individuals in the highest marginal income tax bracket have greater financial incentives to 

engage in legal income shifting by converting personal income to corporate income, which is 

taxed at a substantially lower marginal tax rate. They also find that individuals who can 

reclassify their earned income due to the nature of their employment have better access to tax 

management strategies, and that those who participate in networks through which information 

about tax management strategies is disseminated are more aware of these strategies and more 

likely to engage in income shifting.  

Regarding the intentional misreporting of taxes, i.e. tax evasion, the traditional economic 

view suggests that decision to evade taxes depends on the benefits of tax evasion, i.e. tax 

savings, and the costs of such behavior, i.e. probability of being caught and the resulting 

punishment (Allingham & Sandmo, 1972). Moreover, personal characteristics such as personal 

risk propensity and ethics have been shown to modify the perceived costs of such behavior. 

Personal risk propensity is related to decision to evade taxes because tax evasion is a risky 

activity having expected gains, but also having a downside risk should such behavior be 

uncovered by the tax authorities. Individuals with high personal risk propensity thus are more 

likely to engage in tax evasion because they perceive the risk of being caught as lower (Bosco 

& Mittone, 1997; Ghosh & Crain, 1996). Decision to evade taxes is also related to personal 
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ethics, because the degree of personal ethics is related to the perceived guilt and shame, or the 

intrinsic cost, of such behavior (Alm & Torgler, 2006; Hanno & Violette, 1996; Kaplan, 

Newberry, & Reckers, 1997). Relying on the literature discussed above, we hypothesize as 

follows: 

 

Hypothesis 1: Executives’ personal ethics, risk propensity, financial incentives, and 

awareness of tax strategies are reflected in their personal tax behavior.  

 

An important notion in previous literature is that different types of personal tax behavior are 

driven by different personal characteristics (Alstadsæter & Jacob, 2017; Collins et al., 1992). 

Less aggressive, typically legal behavior is mainly driven by financial considerations, 

availability, and awareness of tax planning opportunities. In contrast, more aggressive personal 

tax behavior such as tax non-compliance or tax evasion has been reported to be related to 

personal ethics and risk propensity (Alm & Torgler, 2006; Bosco & Mittone, 1997; Ghosh & 

Crain, 1996; Hanno & Violette, 1996; Kaplan, Newberry, & Reckers, 1997). Following these 

insights, we expect that less and more aggressive personal tax behaviors are related to different 

sets of personal characteristics: 

  

Hypothesis 1a: Executives’ less aggressive personal tax behavior is related to their financial 

incentives and awareness of tax strategies.  

Hypothesis 1b: Executives’ more aggressive personal tax behavior is related to their personal 

ethics, risk propensity, financial incentives, and awareness of tax strategies.  
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Personal and Corporate Tax Behavior Consistency 

Hambrick and Mason’s (1984) upper echelons theory suggests that top corporate executives 

have their individual and unique styles, and that their unique style affects various corporate 

outcomes either in direct decision making or because of the ‘tone at the top’. This insight has 

been verified by many empirical studies (Bamber, Jiang, & Isabel, 2010; Bertrand & Schoar, 

2003; Dejong & Ling, 2013; Ge, Matsumoto, & Zhang, 2011). Other researchers report that 

specific personal characteristics of executives are related to corporate outcomes (Davidson, 

Dey, & Smith, 2015; Kaplan, Klebanov, & Sorensen, 2012; Malmendier & Tate, 2005; 

Malmendier & Tate, 2008; Schrand & Zechman, 2012). Furthermore, corporate tax outcomes 

are found to involve managerial fixed effects (Dyreng et al., 2010) and to be related to 

executives’ personal characteristics such as overconfidence, narcissism, integrity, and risk 

taking (Cain & McKeon, 2016; Chyz et al., 2018; Olsen & Stekelberg, 2015). 

Empirical research on the effect of managerial characteristics on corporate outcomes is 

clouded by challenges in variable measurement. Specifically, a solid theoretical basis for 

relating managerial and corporate behavior is often missing, or a given managerial behavior 

might be a manifestation of managers’ other personal characteristics. The so-called consistency-

based approach mitigates these problems by relying on the psychological proposition that 

individuals’ behavior in one situation predicts their behavior in another comparable situation 

(Cronqvist, Makhija, & Yonker, 2012; Funder & Colvin, 1991; Mischel & Shoda, 1995). In 

other words, managers make similar choices in matters related to both their personal life and 

their firms.  

Supporting the consistency-based approach, Cronqvist et al. (2012) show that CEOs make 

similar choices in their personal and corporate leverage decisions, and Kallunki and Pyykkö 

(2013) report that CEOs’ and directors’ past payment defaults increase the likelihood that their 

firms would experience financial distress. Chyz (2013) finds that executive insiders who engage 
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in stock option exercise backdating also tend to engage in corporate tax sheltering. Cavazos and 

Silva (2017) show that executives who strategically realized capital gains before the increase 

in taxes that accompanied implementation of the American Taxpayer Relief Act and Healthcare 

Act also accelerated dividend payments and reduced the long-term effective cash tax rates of 

their firms. The results of the above-mentioned studies suggest that executives’ personal tax 

behavior is related to the tax avoidance behavior of their firms. In other words, while personal 

tax avoidance approaches may typically not be directly applicable in corporate tax strategies, 

the preferences of tax aggressive executives are likely to be reflected in the overall level of the 

tax avoidance of their firms.   

Based on the upper echelons theory, we expect that this association is strongest for CEOs 

and CFOs who are directly responsible for corporate performance and reporting outcomes 

(Habib & Hossain, 2013) and formulate our second hypothesize as follows: 

 

Hypothesis 2: There is a positive association between executives’, especially CEOs’ and 

CFOs’, personal tax behavior and corporate tax avoidance. 

 

Research Design 

Data Sources 

Our sample covers firms listed on the OMX Stockholm Stock Exchange in Sweden; the data 

come from the years 1999 to 2007. We obtain individual-level data on the CEOs, CFOs, and 

Board Chairpersons of these firms from various nationwide official databases maintained by 

the Swedish Tax Agency (Skatteverket), the Swedish National Council for Crime Prevention 

(Brå), the Swedish National Service Administration, the credit bureau UC, and Statistics 
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Sweden.3 All these data are in electronic form, and we use executives’ unique personal identity 

numbers (social security numbers) to match different databases.  

The final sample contains 2,010 firm-year observations and 1,446 executives who served as 

CEOs, CFOs, or Board Chairpersons. Table 1 describes the sample construction in greater 

detail. 

(Insert Table 1 here) 

 

Personal Tax Returns and Tax Crime Data  

We obtain data on executives’ tax returns from the Swedish Tax Agency.4 The data cover all 

items in the tax returns, including the values of the estates owned, the type and amount of 

income, detailed information on dividend income, realized capital gains and losses, and the 

amounts of debt and other liabilities. The data also contain personal tax non-compliance 

records, including the administrative sanctions imposed by the Swedish Tax Agency if an 

executive failed to either supply the correct information on the tax returns or did not file on 

time.  

Data on executives’ criminal activity, including tax evasion, is obtained from the Swedish 

National Council for Crime Prevention. These data contain all court decisions on criminal 

convictions since 1974. Criminal convictions indicate clear criminal activity, but including only 

actual convictions in the analysis could lead to selection bias (Amir, Kallunki, & Nilsson, 2014), 

because the burden of proof is heavier for more serious crimes, potentially causing these crimes 

to be underrepresented in the dataset of actual criminal convictions. We reduce this selection 

bias by including in our analyses those instances in which executives were suspected of serious 

 
3 Our sample period ends in 2007 because the Swedish Tax Agency has not collected data on taxpayers’ 

personal wealth since 2007.  
4 The Swedish Tax Agency is equivalent to the Canadian Revenue Service or the Internal Revenue 

Service in the United States. 
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tax as well as non-tax crimes since 1991. Suspicion of a crime means that a police investigation 

was launched, but that the prosecutor eventually decided not to pursue the case in court. We 

extract information about tax-related and non-tax cases from these datasets separately. Since 

suspicions and convictions of tax crime for these executives can be related to the tax evasion of 

their firms rather their personal behavior, we manually check each of these cases. If a given 

case is potentially related to the firm in which the executive serves during our sample period, 

we eliminate such executives and the firm-years of their service from the sample to limit 

endogeneity concerns5.  

Bankruptcy Involvements, Demographic Data, and Firm-Level Accounting Data 

 Information on executives’ involvements in bankruptcies is obtained from the Swedish 

credit bureau UC. These data identify executives who have served as CEOs or board members 

of private firms that have filed for bankruptcy. Data on executives’ year of birth and education 

is obtained from Statistics Sweden. Finally, we retrieve the accounting data for our sample firms 

from the Compustat Global Vantage database. In the few cases of missing data in the database, 

we retrieve the missing data from Datastream and from the financial reports of the sample firms.  

 

 
5 The data obtained from the National Board of Crime Prevention does not disclose the specific reason 

for tax-related suspicions and convictions. However, we expect that executives suspected or convicted 

of tax crimes pertaining to their firms are likely to be dismissed following such events and are unlikely 

to be hired in other listed firms. In our sample, CEOs and Board Chairpersons typically remained in 

their positions around these decisions. On the other hand, all five instances when CFOs are suspected of 

tax crimes (there are no instances of CFO convictions in the sample) are related to CFO departures from 

the firm either shortly before or after the decision. These executives also have not been rehired in listed 

firms as CEOs, CFOs, or Board Chairpersons during our sample period. We thus conclude that all the 

cases of potential CFO tax evasion are likely related to their firms, and exclude from the sample the five 

CFOs, seven CEOs, and three Board Chairpersons who served together with these CFOs.   
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Variable Measurement 

Measures of Executives’ Personal Tax Behavior 

We construct five personal tax behavior measures and code each of them as equal to 1 if an 

executive has engaged in a given activity at least once during the study period and 0 otherwise. 

Specifically, we examine the following activities: (1) the matching of realized capital gains and 

losses, (2) dividend income from a closely held company, (3) late personal tax returns, (4) tax 

non-compliance (as indicated the imposition of administrative penalties by tax authorities for 

incorrectly filed tax returns), and (5) being suspected or convicted of tax crimes. These activities 

capture a broad spectrum of personal tax aggressiveness, because they reflect different levels 

of accessibility and legitimacy of tax behavior (see e.g. Alstadsæter & Jacob, 2017; Cavazos & 

Silva, 2017; Chyz, 2013).  

Matching of capital gains and losses. Matching realized capital gains and losses is virtually 

risk-free and is among the most easily accessible tax avoidance strategies. In Sweden, realized 

capital gains are taxed at 30 %. However, realized capital gains up to 100,000 SEK per year 

can be fully matched against realized capital losses. Any losses exceeding the 100,000 SEK 

benchmark can be matched with realized gains using a 21 % tax rate, which reduces the 

effectiveness of the matching to 70 %. We construct an indicator variable, MATCHi, that takes 

the value of 1 if an executive has matched realized capital gains and losses during at least 70 % 

of the years for which personal tax filings by that executive are available.6 We use this indicator 

 
6 For example, if personal tax filings were available for the whole 1999–2007 period, we require realized 

capital gains and losses to have been matched during at least seven of those nine years to meet the 70% 

criteria. We do not use any matching ratios, because such measures would not fully capture tax 

avoidance behavior of executives with successful investment track record. In additional tests (not 

tabulated), we also perform our analyses with indicators based on alternative matching frequency 

requirements. Higher cutoff levels, such as 100%, yield weaker results, likely because such requirement 

to a large extent captures unsuccessful investment behavior. The results are insignificant, if we require 

only one instance of a given tax avoidance behavior. 
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as a proxy of least-aggressive personal tax behavior. Following Alstadsæter and Jacob (2017), 

we expect this behavior to be primarily driven by financial incentives.  

Dividend income via a closely held company. Due to differences in salary and dividend 

income taxation in Sweden, income reclassification from salary to dividends can yield up to 17 

% (until 2006; up to 27 % after 2006) income tax rate difference. Such reclassification, 

however, requires owning a company in which income is reported and then paid out as 

dividends7. Thus, such personal tax planning strategy requires relatively more intentional effort 

and knowledge. It can also be seen as risky behavior should the Swedish Tax Agency see the 

revenue reported in such firm be seen as de facto external salary income. 

We construct an indicator variable, RECLASSi, that takes the value of 1 if an executive 

reports significant dividend income via a closely held company8 (i.e., annual dividend income 

exceeding 500,000 SEK9) at least once during the sample period. We choose a higher threshold 

for income shifting than the one used by Alstadsæter and Jacob (2017) so as to limit the risk of 

capturing ordinary dividend income instead of actively shifted income and to ensure that the 

potential tax gains achieved by the executive are sizable enough to create a motivation for such 

 
7 Alstadsæter and Jacob (2017) describe in detail the shifting of salary income to dividend income 

through closely held companies. In Sweden, salary income is subject to municipal tax, two levels of 

state tax, and social security tax. During our sample period, the maximum effective salary income tax 

rate varied between 66.4 % and 67.2 %. Dividend income from closely held companies was subject to 

the corporate income tax of 28 % and then a dividend income tax of 30 % on the remaining amount, 

thus yielding an effective dividend income tax rate of 49.6 %. Moreover, the 2006 tax reform introduced 

a dividend allowance that was taxed at 20 % within closely held companies, further decreasing the 

effective dividend tax rate to 42.4%. Even before this reform, the highest-income individuals could have 

reduced their marginal tax rate by approximately 17 % by shifting their salary income to dividend 

income. Although the executives of listed firms cannot shift their direct salary income, they can do so 

with income from various consulting, board, and other assignments. 
8 Swedish regulation defines a closely held company as a company controlled by four or fewer individual 

owners or groups of owners. Since we do not have ownership data for private firms, we define a closely 

held company as one that has paid dividends to three or fewer individuals listed as insiders in publicly 

listed companies.  
9 We repeat our analyses by using a threshold of 1,000,000 SEK, and the results are very similar. We 

also use alternative measure specification that requires multiple instances of suspected income 

reclassification, with similar results.    
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income shifting.10 We use this indicator as a proxy for legal, but somewhat more aggressive 

personal tax behavior. Following Alstadsæter and Jacob (2017) and Collins et al. (1992), we 

expect this type of personal tax behavior to be primarily driven by personal risk propensity, 

financial incentives, and awareness of tax planning opportunities.  

Late tax filings. Individual Swedish tax payers are required to file their tax returns until the 

2nd of May every year. The Swedish Tax Agency imposes late fees, typically 1,000 SEK (equal 

to about $120 USD), when a taxpayer fails to file on time (The Swedish Tax Agency, 2011). 

This charge does not create any additional financial, legal, or financial risk to the taxpayer. 

However, such behavior may indicate loose ethical attitudes toward tax and reporting 

regulations (Reckers, Sanders, & Roark, 1994). We construct an indicator variable, LATETAXi, 

that takes the value of 1 if late fees are imposed on an executive at least once during the study 

period11. We use this indicator as a proxy for somewhat aggressive personal tax behavior. Based 

on previous literature (Bosco & Mittone, 1997; Collins et al., 1992; Ghosh & Crain, 1996; 

Reckers et al., 1994), we expect it to be primarily driven by personal ethics and risk propensity.  

Tax non-compliance. Personal tax filings may contain errors that yield tax surcharges, the 

amount of the surcharge typically being 20 % to 40 % of the unpaid tax (The Swedish Tax 

Agency, 2011). Like late fees, these surcharges are administrative sanctions that do not create 

a substantial financial or legal risk for the non-compliant taxpayer. However, such behavior 

may indicate the presence of underlying tax avoidance activities that might have been reported 

too aggressively12 ( Kaplan et al., 1997).   

 
10 We check whether CEO and CFO income reclassification behavior accessibility is limited only to 

those executives who receive income from their service at the board, as board members are able to 

reclassify their income from such engagements. We find no significant differences between the board 

memberships of the executives who report substantial dividend income and those who do not, suggesting 

that income reclassification behavior is not limited by accessibility in terms of board membership. 
11 In untabulated analysis, we modify the LATETAXi measure such that it takes the value of 1 in the case 

of multiple instances of late tax filings, and obtain results that are similar to those reported in this paper.  
12 Anecdotal evidence suggests that surcharges are typically faced by individuals with complex income 

and compensation structures, e.g. top executives with external assignments and entrepreneurs, when 

certain types of income are not reported or misclassified.   
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Accordingly, we construct an indicator variable, TAXERRORi, that takes the value of 1 if tax 

surcharges are imposed on an executive at least once during the study period. We only require 

one instance of tax surcharges because only two CEOs, two CFOs and three Board Chairpersons 

in the sample have filed incorrect tax returns on multiple occasions. This variable captures loose 

attitudes towards tax reporting and indicates inappropriate tax avoidance activity, although it 

does not meet the criteria of actual tax crime. We thus use this measure as a proxy for more 

aggressive personal tax behavior. Following the insights on tax avoidance and evasion in 

previous literature, we expect this type of behavior to be primarily driven by personal ethics, 

risk propensity, and financial incentives (Bosco & Mittone, 1997; Collins et al., 1992; Ghosh 

& Crain, 1996; Hanno & Violette, 1996).  

Extreme tax behavior. Finally, being suspected or convicted of tax crimes is an indicator of 

tax avoidance activities that cross (or have the potential to cross) legal boundaries. We construct 

an indicator variable, TAXEXTREMEi, that takes the value of 1 if an executive has been 

suspected of criminal tax-related activity since 1991 or convicted of such activity since 1974.13 

Because engaging in criminal tax avoidance is an indication of aggressive and intentional tax 

avoidance activity, we use this variable as an indicator of the most aggressive personal tax 

behavior. Drawing on previous literature on personal tax evasion, we expect it to be strongly 

driven by personal ethics (Alm & Torgler, 2006; Hanno & Violette, 1996; Kaplan, Newberry, 

& Reckers, 1997).  

We construct a composite variable to measure the spectrum of executives’ personal tax 

behavior based on the indicator variables described above. The variable TAXTOTALi measures 

total personal tax behavior and is constructed as follows:  

 

(1) 𝑇𝐴𝑋𝑇𝑂𝑇𝐴𝐿𝑖 = 𝑀𝐴𝑇𝐶𝐻𝑖 + 𝑅𝐸𝐶𝐿𝐴𝑆𝑆𝑖 + 𝐿𝐴𝑇𝐸𝑇𝐴𝑋𝑖 + 𝑇𝐴𝑋𝐸𝑅𝑅𝑂𝑅𝑖+𝑇𝐴𝑋𝐸𝑋𝑇𝑅𝐸𝑀𝐸𝑖 

 
13 We use full sample periods available in the databases of tax-related suspicions and convictions.  
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Table 2 reports the frequency distributions of each personal tax behavior measures and the 

composite variable TAXTOTALi. The results reported in Panel A of Table 2 show that the most 

frequent personal tax avoidance strategy is the matching of realized capital gains and losses 

(MATCHi); 13 % of executives’ were engaged in this activity. The results reported in Panel B 

of Table 2 show that 24.55 % (75.45 %) of the executives in our sample has (has not) engaged 

in at least one type of personal tax behavior. 

 

(Insert Table 2 about here) 

 

Our personal tax behavior measures have some obvious limitations. For instance, executives 

may also engage in other types of tax avoidance not covered by our measures. However, we 

mitigate this potential bias in our analyses by measuring a broad spectrum of executives’ 

personal tax behavior. Another potential limitation is that certain behavior, when occurring only 

once during the sample period, may be accidental. On the other hand, requiring a given behavior 

to occur several times increases the risk that certain executives are misclassified as exhibiting 

no tax aggressive behavior. We address these concerns by conducting robustness checks and 

by using alternative specifications of executives’ personal tax behavior measures. Finally, we 

weight the measures of executives personal tax behavior equally when calculating the 

composite measure TAXTOTALi, although some other weighting might be more reliable. We 

address this concern by reporting our main results for each personal tax behavior measure 

individually.  

Determinants of Personal Tax Behavior  

Table 3 reports the descriptive statistics for the determinants of personal tax behavior. We 

measure executives’ personal risk propensity by using two variables. First, we use an 
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executive’s age at the beginning of the sample period (AGEi), because Bertrand and Schoar 

(2003) report that older executives tend to be less risk tolerant than younger executives. The 

bankruptcy involvement track record, NBANKRUPTCYi, measures the number of bankruptcies 

of listed or private companies in which an executive served either as a CEO or as a board 

member during the sample period. Previous studies show that risk-seeking persons are likely to 

self-select into firms that have a greater risk of bankruptcy (Malmendier, Tate, & Yan, 2011; 

Platt & Platt, 2012). Bankruptcy involvement track record therefore serves as a proxy for 

personal risk propensity. NBANKRUPTCYft is winzorized at 99 percent, corresponding to 35 

bankruptcies. 

We measure an executive’s personal ethics by the total number of instances in which the 

executive is suspected or convicted of non-tax crimes (TOTALCRIMEi), because previous 

studies show that criminal behavior reflects a propensity to engage in unethical behavior 

(Tangney, Stuewig, & Mashek, 2007). 

Finally, we employ three proxies for an executive’s awareness of and ability to implement 

tax planning strategies. Based on previous literature (e.g., Murray, 1998), we use an executive’s 

average net wealth during his or her tenure (WEALTHi, calculated as the natural log of average 

net wealth in SEK’000, winzorized at 1% and 99%) as an indicator of the degree of financial 

incentive for personal tax avoidance,14 average annual salary during his or her tenure (SALARYi, 

calculated as the natural log of average annual salary in SEK’000, winzorized at 1% and 99%) 

as a proxy for general ability, and business education (SSEDEGREEi) to represent awareness 

 
14 High level of salary can create financial incentives for personal tax avoidance (Alstadsæter & Jacob, 

2017). However, because the top executives may not be able to divert their salary income, we expect to 

capture financial incentives more effectively by the level of their wealth. 
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of tax avoidance opportunities. This last variable takes the value of 1 if the executive has a 

degree from the Stockholm School of Economics15 and 0 otherwise.16  

 

(Insert Table 3 here) 

 

Measures of Corporate Tax Avoidance 

Measures based on book-tax differences. We calculate the book-tax difference (BTDft), 

book–current tax difference (CRTDft), and book–cash tax difference (CTDft) to measure 

corporate tax avoidance as follows: 

(2) 𝐵𝑇𝐷𝑓𝑡 = [(𝑃𝐼𝑓𝑡 + 𝑆𝑃𝐼𝑓𝑡) × 0.28 − 𝑇𝑋𝑇𝑓𝑡] 𝐴𝑇𝑓𝑡−1⁄  

(3) 𝐶𝑅𝑇𝐷𝑓𝑡 = [(𝑃𝐼𝑓𝑡 + 𝑆𝑃𝐼𝑓𝑡) × 0.28 − 𝑇𝑋𝐶𝑓𝑡] 𝐴𝑇𝑓𝑡−1⁄  

(4) 𝐶𝑇𝐷𝑓𝑡 = [(𝑃𝐼𝑓𝑡 + 𝑆𝑃𝐼𝑓𝑡) × 0.28 − 𝑇𝑋𝑃𝐷𝑓𝑡] 𝐴𝑇𝑓𝑡−1⁄ , 

where 0.28 is the corporate income tax rate in our sample period and PIft, SPIft, TXTft, TXCft, 

TXPDft, and ATft are the Compustat Global abbreviations for pretax income, special items, total 

tax, taxes paid, current portion of total tax, and total assets, respectively. All the book-tax 

difference variables are winsorized at 1% and 99%.   

BTDft, CTDft, and CRTDft capture different aspects of corporate tax avoidance. In particular, 

whereas BTDft measures tax avoidance related only to permanent book-tax differences, CTDft 

also includes temporary book-tax differences. CTDft, however, depends on the payment 

structures in the specific jurisdictions and might reflect delayed effects from the decisions made 

by tax authorities or by the firm in previous years. Finally, CRTDft, which is theoretically 

 
15 Although 45% of the executives in our sample have a degree in business or economics, those having 

a degree from the Stockholm School of Economics are more likely to be in a tight network in which 

information about specific opportunities, including tax avoidance possibilities, is spread (Brass, 

Butterfield, & Skaggs, 1998).   
16 Detailed descriptive statistics by individual position are reported in Table A1 in the Online Appendix.  
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appealing but rarely used in the literature (Donohoe & Knechel, 2014), captures both the 

permanent and temporary book-tax differences and measures taxes to be paid for the income of 

the current year only. This measure can be distorted only when adjustments are made for the 

previous year’s reported taxes and these adjustments are accounted for in the current year, 

therefore making it particularly suitable for the short-term tax behavior evaluation.   

Effective tax rates. We also use the total (GAAPETRft), current (CURRETRft), and cash 

(CASHETRft) effective tax rates to measure corporate tax avoidance:  

(5) 𝐺𝐴𝐴𝑃𝐸𝑇𝑅𝑓𝑡 = 𝑇𝑋𝑇𝑓𝑡 (𝑃𝐼𝑓𝑡 + 𝑆𝑃𝐼𝑓𝑡)⁄  

(6) 𝐶𝑈𝑅𝑅𝐸𝑇𝑅𝑓𝑡 = 𝑇𝑋𝐶𝑓𝑡 (𝑃𝐼𝑓𝑡 + 𝑆𝑃𝐼𝑓𝑡)⁄   

(7) 𝐶𝐴𝑆𝐻𝐸𝑇𝑅𝑓𝑡 = 𝑇𝑋𝑃𝐷𝑓𝑡 (𝑃𝐼𝑓𝑡 + 𝑆𝑃𝐼𝑓𝑡)⁄  

 

We calculate effective tax rates for all firm-years with a positive pretax result, which 

comprise 69.8 % of firm-year observations. All the effective tax rate variables are winsorized 

at 0 and 1.  

Conforming tax avoidance measure. The book-tax differences and effective tax rates 

discussed above measure nonconforming tax avoidance that arises from differences between 

tax filings and financial reports. To explore whether executives’ personal and corporate tax 

behavior consistency holds in the conforming tax avoidance setting, i.e., when both taxable and 

reported income are suppressed for tax avoidance purposes, we also examine conforming 

corporate tax avoidance in our analyses. Previous literature suggests that firms with lower 

capital market pressures, lower information asymmetries, and upon regulatory or reporting 

changes, are likely to manage down their pre-tax profit to reduce their tax burden (Badertscher, 

Katz, Rego, & Wilson, 2019; Guenther, 1994; Klassen, 1997; Penno & Simon, 1986; Sundvik, 

2017). Such tax planning strategy is thus not reflected in typical corporate tax avoidance 
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measures, such as book-tax differences and effective tax rates, even though it may represent an 

important tax-driven reporting outcome17.  

We measure conforming tax avoidance by using the variable CONFTAXft, which is a residual 

from the following model suggested by Badertscher et al. (2019): 

(8)  𝑇𝑋𝑃𝐷

𝑙𝑎𝑔(𝐴𝑇)
𝑓𝑡

=  𝛽 0 + 𝛽1 𝐵𝑇𝐷𝑓𝑡 + 𝛽2 𝐿𝑂𝑆𝑆𝑓𝑡 +  𝛽3 𝐵𝑇𝐷𝑓𝑡 × 𝐿𝑂𝑆𝑆𝑓𝑡 +  𝛽4

𝑆𝐴𝐿𝐸𝑆

𝑁𝑂𝐴 𝑓𝑡

+ 𝛽5 𝑁𝑂𝐿𝑓𝑡 + 𝜀𝑓𝑡, 

 

We estimate equation (8) separately for each industry (based on Fama-French 12-industry 

classification) and year combination with at least six industry-year observations. CONFTAXft 

is winzorized at 1% and 99%. Lower values of CONFTAXft indicate higher conforming tax 

avoidance.  

Pros and cons of different corporate tax avoidance measures. We treat book-tax 

differences as our main measure of corporate tax avoidance, for several reasons. First, book-tax 

differences capture the whole continuum of corporate tax behavior.18 This is particularly 

important for our study, because we investigate the whole spectrum of personal tax behavior 

rather than only the extremes. Consequently, corporate tax avoidance measures should also 

reflect the full spectrum of corporate tax avoidance.  

Second, in comparison to measures based on book-tax differences, effective tax rates are 

biased, because they are not meaningful for negative pretax income (Henry & Sansing, 2018). 

 
17 Chen et al. (2010) show that family firms engage in less non-conforming tax avoidance than non-

family firms. On the other hand, Badertscher et al. (2019), using the same sample, demonstrate that 

family firms engage in more conforming tax avoidance than non-family firms. 
18 This contrasts with Chyz (2013), who uses the TS-Score as a proxy of corporate tax avoidance. By 

design, the TS-Score captures only the probability of tax sheltering activities in the firm, but not other 

types of corporate tax avoidance. The firms in our subsample are likely to have governance practices 

that at least to some extent prevent extreme tax avoidance, such as tax sheltering. On the other hand, 

larger public firms due to their business complexity and ability to obtain external advisory 

services, may have more opportunities to engage in legal tax avoidance techniques. Book-tax 

differences are therefore more suitable in a setting where the aim is to capture broad tax behavior 

outcomes arising from a variety of strategies.  
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Moreover, the cash-based effective tax rate overstates the firm’s general tax avoidance level 

when the years of negative pretax income are deleted from the sample. In our sample, we lose 

about 30 % of observations due to negative pretax income. Although this problem of overstating 

the level of tax avoidance can be mitigated by using a long-term cash-based effective tax rate 

(Dyreng, Hanlon, & Maydew, 2008), it cannot be avoided when exploring short-term corporate 

tax avoidance behavior.  

Third, effective tax rates can be substantially biased due to variation in pretax income, which 

is the denominator in the effective tax rate. More stable denominators like total assets reduce 

this bias and allow for a more consistent comparison between small and large firms, as well as 

a better evaluation of the economic relevance of corporate tax strategies (Henry & Sansing, 

2018). 

The conforming tax avoidance measure captures still another dimension of corporate tax 

avoidance behavior, because it identifies firms that suppress their reported pretax and taxable 

income for tax minimization purposes. Such strategy, however, comes at a cost of potentially 

negative external shareholder reaction, and consequently is more likely to occur in privately 

held and closely controlled firms that are subject to little or no external shareholder pressure 

(Badertscher et al., 2019). However, it could be argued that consistency between CEOs’ 

personal and corporate tax behavior should not be dependent on a specific (i.e., nonconforming 

or conforming) corporate tax behavior strategy. Using the conforming tax avoidance measure 

allows us to test whether that is indeed the case.   

Control Variables  

Previous studies show that corporate tax avoidance is associated with many firm-specific 

characteristics, such as business complexity and structure, profitability, asset mix, levels of 

expenses subject to tax deductions or credits, financial leverage, and liquidity (Chyz, 2013; 

Dyreng et al., 2010; Gupta & Newberry, 1997). We therefore use various firm-specific variables 
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in our multivariate analysis to control for the likely firm-specific determinants of corporate tax 

avoidance. Specifically, SIZEft is the natural logarithm of a firm’s total assets in thousands of 

SEK; EBITDAft is the operating profit before depreciation divided by lagged assets; RDft 

represents the research and development (R&D) expenses divided by total sales; SGAft is the 

sales, general, and administration (SG&A) expenses divided by total sales; CAPEXft signifies 

the capital expenditure divided by gross property, plant, and equipment (PP&E); ChSALEft is 

the yearly percentage change in sales; LEVERAGEft is the total debt divided by total assets; 

CASHft stands for the cash and cash equivalents divided by total assets; INTANGRATIOft is the 

amount of intangible assets divided by total assets; PPERATIOft is the gross PP&E divided by 

total assets; PT_ROAft is the pretax income divided by lagged total assets; NOLft is an indicator 

variable taking the value of 1 if a company has experienced loss over the last three years; and 

FSft is an indicator variable that takes the value of 1 if a company has reported positive foreign 

sales in a given year. All continuous firm-level control variables are winzorized at 1% and 99%.  

Since the quality of the firm’s corporate governance may also affect corporate outcomes 

such as tax avoidance (Bear, Rahman, & Post, 2010; Fich & Shivdasani, 2006; Hermalin & 

Weisbach, 2003; Jensen, 1993; Uzun, Szewczyk, & Varma, 2004), we use the variables 

BOARDSIZEft (number of board members), PROF_BOARDft (proportion of professional board 

members on the board), and FEMALE_BOARDft (proportion of female board members on the 

board) to control for corporate governance quality in our multivariate analysis.  

Finally, to control for the effect of ownership and corporate incentives on corporate tax 

avoidance, we include the following controls: OPT_INCft is an indicator variable set to 1 if the 

firm reports using option compensation; CEO_INSft (CFO_INSft; CHAIR_INSft) is a percentage 

of CEO’s (CFO’s; Board Chairperson’s) insider holdings in her total wealth; INST_BLOCKft is 

a number of institutional blockholders, i.e. institutional investors that own more than 5 % of the 
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shares; and CEO_OWNERSHIPft is the proportion of shares owned by the CEO and her family 

members.  

Descriptive Statistics  

Table 4 reports descriptive statistics for the variables used in our analysis and the results of 

testing whether the means and medians of the variables are different between firm-years with 

and without CEOs, CFOs, and Board Chairpersons exhibiting personally aggressive tax 

behavior which we capture using TAXTOTALi. The results reported in Panel A of Table 4 show 

that the level of corporate tax avoidance for firms with CEOs who exhibit aggressive personal 

tax behavior is significantly higher than that for those firms without such CEOs. The results 

displayed in Panel B of Table 4 show that book-tax differences are higher (but effective tax 

rates are not lower) in firms where the CFO exhibits aggressive personal tax behavior. Finally, 

Panel C of Table 4 shows that the levels of corporate tax avoidance are not related to the 

personal tax behavior of the Board Chairperson19.  

 

(Insert Table 4 here) 

 

Models 

Determinants of Executives’ Personal Tax Behavior  

We test Hypothesis 1 on the drivers of personal tax behavior by estimating the following 

ordered logistic regression model for the 1,391 executives (of whom 621 served as CEOs, 469 

as CFOs, and 436 as Board Chairpersons during our sample period): 

 

 
19 Descriptive statistics for all variables used in empirical investigations are reported in Table A2 in the 

Online Appendix. Table A3 in the Online Appendix reports Pearson correlation coefficients between 

the variables used in our analyses.  
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(9)  𝑃𝑟𝑜𝑏(𝑇𝐴𝑋𝐵𝐸𝐻𝑖) =
1

1+𝑒−𝑍 

 

where 𝑍 =  𝛽0 +  𝛽1𝐴𝐺𝐸𝑖 +  𝛽2𝑇𝑂𝑇𝐴𝐿𝐶𝑅𝐼𝑀𝐸𝑖 + 𝛽3𝑁𝐵𝐴𝑁𝐾𝑅𝑈𝑃𝑇𝐶𝑌𝑖 + 

𝛽4𝑊𝐸𝐴𝐿𝑇𝐻𝑖 +  𝛽5𝑆𝐴𝐿𝐴𝑅𝑌𝑖 +  𝛽6𝑆𝑆𝐸 𝐷𝐸𝐺𝑅𝐸𝐸𝑖 + ℇ. 

 

The dependent variable TAXBEHi is either MATCHi, RECLASSi, LATETAXi, TAXERRORi, 

TAXEXTREMEi, or TAXTOTALi. Subscript i refers to unique executives in our sample. All 

variables are as described above and in the Appendix. We expect an executive’s age (AGEi) to 

be negatively related to the likelihood of aggressive tax behavior, because older executives are 

found to be less risk tolerant (Bertrand & Schoar, 2003). We also expect bankruptcy 

involvements (NBANKRUPTCYi) and criminal suspicions or convictions of non-tax related 

crimes (TOTALCRIMEi) to be positively related to the likelihood of tax aggressive behavior, 

because these variables measure one’s propensity for personal risk and unethical behavior 

(Tangney et al., 2007). Following Hypotheses 1a and 1b, we expect personal ethics to be related 

to more aggressive tax behavior, and not be related to less aggressive tax behavior.  

Furthermore, we expect the level of an executive’s net wealth (WEALTHi) to be positively 

related to the likelihood of engagement in personally aggressive tax behavior, because a high 

level of wealth creates greater opportunities and needs for effective tax management. We also 

expect an executive’s salary (SALARYi) to serve as a measure of that executive’s general ability 

(e.g. Murray, 1998), and thus to be positively related to less aggressive tax behavior because 

more able executives are likely to be more able to identify tax saving opportunities. We do not 

expect to observe the same association for more aggressive tax behavior because more able 

executives may be more likely to recognize risks related to such behavior. Finally, we expect 

education (SSEDEGREEi) to be positively related to an executive’s less aggressive tax 

behavior, because higher education generally leads to greater awareness of tax planning 

opportunities (Alstadsæter & Jacob, 2017), and negatively related to extreme personal tax 
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behavior, because this higher education also creates better understanding of the risks associated 

with such behavior. 

Executives’ Personal and Corporate Tax Behavior Consistency  

We test Hypothesis 2 on the relationship between executives’ personal tax behavior and 

corporate tax avoidance by estimating the following ordinary least squares (OLS) regression 

from our sample:  

 

(10)  𝐶𝑂𝑅𝑃𝑇𝐴𝑋𝑓𝑡 =   𝛽0 + 𝛽1𝑎𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐸𝑂𝑓𝑡 + 𝛽1𝑏𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐹𝑂𝑓𝑡 +

 𝛽1𝑐𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐻𝐴𝐼𝑅𝑓𝑡 + 𝛽1𝑑𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽1𝑒𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐸𝑂𝑓𝑡 ×

𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽1𝑓𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐹𝑂𝑓𝑡 × 𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽1𝑔𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐻𝐴𝐼𝑅𝑓𝑡 ×

𝐿𝑂𝑆𝑆𝑓𝑡 + ∑ 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆 + ∑ 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝐹𝐸 +  ∑ 𝑌𝑒𝑎𝑟 𝐹𝐸 +  𝜀, 

 

where the dependent variable CORPTAXft is either the book-tax difference (BTDft, CRTDft, or 

CTDft) or the effective tax rate (GAAPETRft, CURRETRft, CASHETRft). The independent 

variables TAXBEH_CEOft, TAXBEH_CHAIRft, and TAXBEH_CFOft are the measures of 

personal tax behavior, i.e., either TAXTOTALft, or MATCHft, RECLASSft, LATETAXft, 

TAXERRORft and TAXEXTREMEft for the CEO, CFO, and Board Chairperson of the firm, 

respectively. We use a number of firm-level control variables to ensure the robustness of the 

results regarding the association between executives’ personal and corporate tax behavior 

(Dyreng et al., 2010).20 This vector of control variables includes incentive, governance, and 

firm level factors that may explain corporate tax avoidance levels. These variables are as 

defined in Section ‘Variable Measurement’ and in the Appendix. Subscripts ft refer to specific 

firm-year observations. Finally, we use robust standard errors clustered by firm. 

 

 
20 In additional analysis, we also control for personal characteristics related to the personal tax behavior 

to mitigate potential omitted correlated variable bias. The associations remain significant after including 

these additional controls. See Table A5 in the Online Appendix for estimation results. 
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Empirical Results 

Determinants of Executives’ Personal Tax Behavior 

Table 5 reports the results of testing Hypotheses 1, 1a, and 1b on the determinants of 

executives’ personal tax behavior. These results show that an executive’s personal ethics 

(TOTALCRIMEi), is significantly positively related to more aggressive personal tax behavior 

measured by late or wrong tax filling and by being suspected/convicted of tax crimes, but not 

to less aggressive personal tax behavior. An executive’s personal risk propensity 

(NBANKRUPTCYi) is significantly positively related to income reclassification and late tax 

filings. An executive’s personal financial incentives, measured as the extent of wealth 

(WEALTHi) are significantly positively related to most of the personal tax behavior measures. 

Executives’ ability, measured as total salary (SALARYi), is positively related to matching of 

capital gains and losses, and negatively related to late tax filings. An academic degree from the 

Stockholm School of Economics (SSEDEGREEi) is significantly negatively related to 

TAXEXTREMEi. Finally, an executive’s age (AGEi) is generally not significantly related to 

personal tax behavior. 

Overall, these results show that an executive’s less aggressive tax behavior is primarily 

driven by her financial incentives, that an executive’s ability and awareness of tax avoidance 

techniques are positively (negatively) related to her less (more) aggressive tax behavior, and 

that an executive’s personal ethics is related to her more aggressive personal tax behavior. 

Taken together, these results support Hypothesis 1. These results also show that the level of the 

aggressiveness of an executive’s personal tax behavior is driven by different types of her 

personal characteristics, thereby supporting Sub-hypotheses 1a and 1b.  

 

(Insert Table 5 here) 
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Results from Personal and Corporate Tax Behavior Consistency Investigations 

Table 6 reports the results of estimating equation (10) to test Hypothesis 2 on the consistency 

between executives’ personal tax behavior and corporate tax avoidance. Panel A of Table 6 

reports the results using the book-tax differences as the dependent variables, whereas Panel B 

of Table 6 shows the results for the effective tax rates. For each dependent variable, we report 

two alternative model specifications using either the composite measure of executives’ personal 

tax behavior (TAXTOTALft) or the individual measures comprising the composite measure.  

The results reported in Table 6 support Hypothesis 2. Specifically, the results show that 

CEO_TAXTOTALft is significantly associated with corporate tax avoidance in all six model 

specifications and that CFO_TAXTOTALft is significantly related to corporate tax avoidance 

measured by book-tax differences21. A Board Chairperson’s personal tax behavior 

(CHAIR_TAXTOTALft) is not significantly related to corporate tax avoidance22.   

The results reported in Table 6 also show that the components of CEO and CFO personal 

tax behavior mostly have the predicted signs, and more aggressive personal tax behavior 

LATETAXft and TAXERRORft) is most often significantly related to corporate tax avoidance. 

However, no single component is consistently related to corporate tax avoidance. This result 

supports the notion that personal tax behavior is multidimensional and that no single measure 

 
21 Regarding our LuxLeaks quote in Introductory Section, we have examined whether there are firms in 

our sample that were also involved in Luxleaks. We find that three firms in our sample were involved 

in LuxLeaks and that all these firms had either CEO or CFO engaged in personally tax aggressive 

behavior according to our measures.  
22 The economic significance of these associations is as follows. One standard deviation increase 

in CEO_TAXTOTALft yields a 0.03 standard deviation increase in BTDft, CRTDft, and CTDft measures; 

this effect is about 14 % of EBITDAft effect, 66 % of ChSALEft effect, and 6 % of PT_ROAft effect. In 

effective tax rate specifications, one-standard-deviation increase in CEO_TAXTOTALft yields a 0.10 

standard deviation decrease in dependent variables, corresponding to about 22 % of EBITDAft effect, 40 
% of PT_ROAft effect, and 136 % of LEVERAGEft effect.  
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fully captures the whole spectrum of such behavior. The components of the Board 

Chairperson’s personal tax behavior are not consistently related to corporate tax behavior23.  

The results for the control variables included in these model specifications are generally in 

line with those reported in previous literature24. Most notably, firm size and profitability are 

positively, whereas liquidity, SG&A expenses are negatively related to corporate tax avoidance 

levels. We do not find any significant relationship between the firm’s intensity of R&D and 

corporate tax avoidance. Finally, foreign sales are not significantly related to corporate tax 

avoidance. 

 

(Insert Table 6 here) 

 

Additional Analyses 

The results in previous section show that personal tax behavior of the CEOs and the CFOs, 

but not that of Board Chairpersons, is significantly related to corporate tax avoidance. These 

results may arise through a number of mechanisms (Cronqvist et al., 2012; Fee, Hadlock, & 

Pierce, 2013). For instance, executives with certain characteristics may be consistently matched 

with firms with certain types of behavior (the matching proposition), executives may be 

appointed because of their specific managerial styles that the firm aims to adopt (the selected 

style proposition), or executives may have idiosyncratic effects on corporate outcomes that 

were not foreseen when the hiring decision was made (the idiosyncratic effect proposition). In 

this section, we explore which of these factors could be a driving force behind the findings 

reported above. 

 
23 In additional analyses, we investigate the association between corporate tax avoidance and personal 

tax behavior by only using the cases of tax-related suspicions, and obtain similar results. See Table A6 

in the Online Appendix for the estimation results. 
24 The detailed estimation results are reported in Table A4 in the Online Appendix. 
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Analysis of the matching proposition. We first explore executives’ personal and corporate 

tax behavior consistency in a turnover setting. Following Cronqvist et al. (2012), we investigate 

whether changes in executives’ personal tax behavior are related to changes in corporate tax 

avoidance. The matching proposition is rejected, if the change in corporate tax avoidance is 

associated with the change in an executive’s personal tax behavior, i.e. if corporate tax 

avoidance levels change in accordance with executives’ preferences.   

In our sample, there are 522 cases of executive (CEO and/or CFO) turnovers where personal 

tax behavior data are available on both the former and the new executives of the firm. We 

calculate changes in the corporate tax avoidance between the first year of the new executive 

team’s tenure and the last year of the former team’s tenure to investigate the immediate effects 

of executive turnover on corporate tax avoidance. We also calculate the changes in the average 

corporate tax avoidance by using the full tenure of both executive pairs, regardless of their 

duration to investigate the long-term effects of the executive turnover on corporate tax 

avoidance.  

The results reported in Table 7 show that the changes in the executives’ personal tax behavior 

due to a CEO and/or CFO turnover are significantly positively correlated with both immediate 

and longer-term changes in corporate tax avoidance in a univariate setting (Panel C of Table 

7).25 To ensure that these associations are not driven by other firm-level factors, we also 

investigate this relationship in a multivariate setting, the results of which being reported in Panel 

D of Table 7. These results show a statistically significant association between executive 

personal tax behavior changes, arising due to executive turnover, and longer-term corporate tax 

avoidance even after controlling for the likely firm-level determinants of the changes in 

corporate tax avoidance. We also find some, though weaker, association between personal and 

 
25 However executive turnover itself is not significantly related to changes in corporate tax avoidance 

(means and medians of changes are not statistically different from zero), see Panel A of Table 7. 
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corporate tax behavior change when we use one-year measures of corporate tax avoidance, a 

result consistent with the notion that it takes more than one year for a new executive to imprint 

personal preferences on corporate outcomes (Bertrand & Schoar, 2003; Dyreng et al., 2010)26.  

In sum, the results of analyzing executive turnovers suggest that change in the personal tax 

behavior of the CEO and CFO team is associated with corporate tax behavior change, which is 

against the matching proposition.  

 

(Insert Table 7 here) 

 

Analysis of the selected style proposition. We next investigate the nature of the causality 

between executives’ personal tax behavior and corporate tax avoidance. Fee et al. (2013) argue 

that the corporate boards, in their selection of a new CEO, actively anticipate how the appointed 

CEO’s arrival will affect major corporate policies. We therefore explore whether the causal 

effect of the executives on corporate tax avoidance can be explained by selection of the new 

executive based on her personal tax behavior.  

In these analyses, we rely on the insights that Board Chairpersons play a key role in 

appointing the new CEO (Coles & Hesterly, 2000; Schooley, Renner, & Allen, 2010), that new 

CFO appointment decision can also be driven by the CEO, and that top executives and boards 

prefer to choose executives that are demographically similar to them (Zajac & Westphal, 1996). 

Thus, we first investigate whether the Board Chairperson’s personal characteristics predict 

those of the newly appointed CEO and CFO, and whether the personal characteristics of the 

CEO predict those of the new CFO.  

 
26 We also perform these tests individually for CEO and CFO turnover. The results are consistent with 

the reported findings, showing that both CEO and CFO turnover are associated with corporate tax 

avoidance changes. We also investigate Board Chairpersons’ turnovers but find no evidence of corporate 

tax avoidance changes associated with the change in Board Chairperson and her personal tax behavior.   
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Although we address this selection concern by including CEOs’, CFOs’, and Board 

Chairpersons’ personal tax behavior measures simultaneously in our main regressions, we also 

examine whether there is a match between the incoming CEO or CFO and incumbent Board 

Chairperson in terms of their personal tax behavior, age, education, bankruptcy involvements, 

criminal behavior, and wealth.  

The results reported in Panel A of Table 8 show that there is a significantly positive 

correlation between the Board Chairperson and the new CEO for age and personal risk 

propensity (as measured by bankruptcy involvements), but not for other personal 

characteristics, including personal tax behavior. The results reported in Panels B and C of Table 

8 show significant positive correlations between the new CFO, the CEO, and the Board 

Chairperson in terms of age, personal risk propensity, and wealth, but not personal tax behavior. 

Hence, we conclude that although executives are matched based on their age, general risk 

preferences, and wealth, there is no evidence that executive selection is based on personal tax 

behavior.  

We then explore whether the former executives’ characteristics predict those of the newly 

appointed executives.27 This analysis is motivated by Zajac and Westphal (1996), who find that 

similar characteristics of CEOs indicate similar behavioral tendencies. Hence, firms might 

repeatedly select similar executives that match their preferences best (Cronqvist et al., 2012). 

Should executives be repeatedly selected based on their personal tax preferences, one could 

presume that a deviation from such a match would likely reflect an intentional decision by the 

board.  

 
27 The number of CEO and CFO turnovers used in this analysis is different from the number of turnovers 

analyzed in the previous section due to different data requirements. In the analysis of predictability of 

the new executives’ characteristics, we require age, education, bankruptcy involvement, crime, and tax 

returns for all executives. When analyzing the effects of executive turnover on corporate outcomes, we 

require only the data needed to calculate the variable TAXTOTALi. 
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The results reported in Panel D of Table 8 show a significantly positive relationship between 

the former and new CEO with regard to age, type of education, bankruptcy involvements, and 

level of wealth. The results for CFOs (Panel E of Table 8) show a significant positive 

association between the former and new CFO with regard to age and risk propensity. However, 

we do not find any significant relationship concerning personal tax behavior. These results 

suggest that firms tend to choose executives who are similar to their predecessors in their other 

personal characteristics, but not in their personal tax behavior. 

Taken together, these results suggest that that corporate tax avoidance changes arise from 

idiosyncratic executive effects rather from any intentional attempt to choose executives who 

match board or CEO preferences in this regard. 

 

(Insert Table 8 here) 

 

CEOs’ Personal Tax Behavior and Conforming Corporate Tax Avoidance 

Corporate tax avoidance studies typically focus on nonconforming tax avoidance, i.e., book-

tax discrepancies arising from differences between financial statements and corporate tax 

filings. However, firms may also use conforming tax avoidance strategies that reduce both 

financial and taxable income and that are not captured by conventional tax avoidance measures. 

Since tax conscious executives may also rely on other but nonconforming tax avoidance 

strategies, we examine whether executives’ personal tax behavior is related to conforming 

corporate tax avoidance behavior. We identify conforming corporate tax avoidance behavior 

by using the approach of Badertscher et al. (2019).  

The results of these analyses are reported in Table 9. Panel A of Table 9 reports the 

descriptive statistics for the conforming corporate tax avoidance measure (CONFTAXft). In 

Panel B of Table 9, we report the results from the multivariate analysis of these associations. 
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To ensure that our results are not driven by other factors that may affect corporate reporting 

choices, we control for firm size, use of option compensation, proportion of insider holding in 

total CEO, CFO, and Board Chairperson wealth, number of institutional blockholders, and the 

proportion of shares held by the CEO and her family. The results of this analysis show that 

CEO and CFO personal tax behavior are independently positively related to the levels of 

conforming tax avoidance (negative coefficients for CEO_TAXTOTALft and 

CFO_TAXTOTALft). We also observe negative association between Board Chairperson’s 

personal tax behavior and conforming tax avoidance (positive coefficient for 

CHAIR_TAXTOTALft). Such finding suggests that Board Chairperson’s role in corporate 

reporting choices is driven by other factors than personal tax preferences, which is consistent 

with the proposition that Board Chairpersons are unlikely to be concentrating on corporate tax 

strategies. Larger firms and firms with CFOs with larger proportions of insider holdings in their 

total wealth are also significantly less likely to engage in conforming tax avoidance.    

 In Panel C of Table 9, we report the results of the executive change on conforming tax 

avoidance. We find a significant negative association between CEO_TAXTOTALft change and 

CONFTAXft change, indicating that changes in CEOs’ personal tax behavior are positively 

related to changes in corporate conforming tax avoidance behavior. However, we do not find 

such associations for the CFOs. Overall, these findings on the conforming tax avoidance 

analysis support our expectation that executives’ consistency in their personal and corporate 

tax behavior extends beyond nonconforming corporate tax avoidance measures.  

 

(Insert Table 9 here) 
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Conclusions 

In this study, we use unique Swedish personal tax return data to explore the extent of 

consistency between top corporate decision makers’ personal tax behavior and corporate tax 

avoidance. Using information from personal tax returns, we develop personal tax behavior 

measures that cover a broad spectrum of tax aggressiveness. We first show that executives’ 

personal tax behavior is strongly related to their personal risk preferences, personal ethics, and 

financial incentives, and that different degrees of personal tax aggressiveness are driven by 

different sets of characteristics. Next, we find that CEOs’ and CFOs’ personal tax behavior is 

significantly related to the tax avoidance of their firms.   

We conduct several additional analyses, which show that the observed positive association 

between executives’ personal tax behavior and corporate tax avoidance appears to be driven by 

idiosyncratic executive effects rather than by any effort at executive–firm matching in this 

regard. Finally, we demonstrate that the consistency between executives’ personal and 

corporate tax behavior also extends to conforming corporate tax avoidance strategies.  
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Appendix: Variable Descriptions 

Variable Description 

Measures of corporate tax avoidance 

BTDft Difference between expected total tax and reported total tax, scaled 

by lagged total assets. Winsorized at 1% and 99%. 

CTDft Difference between expected total tax and reported cash tax, scaled 

by lagged total assets. Winsorized at 1% and 99%. 

CRTDft Difference between expected total tax and reported current portion 

of total tax, scaled by lagged total assets. Winsorized at 1% and 

99%. 

GAAPETRft  Ratio of total tax to pretax income, adjusted for special items. 

Winsorized at 0 and 1.  

CURRETRft Ratio of current portion of total tax to pretax income, adjusted for 

special items. Winsorized at 0 and 1. 

CASHETRft Ratio of cash taxes paid to pretax income, adjusted for special items. 

Winsorized at 0 and 1. 

CONFTAXft Measure of conforming tax avoidance following Badertscher, Katz, 

Rego, and Wilson (2019). Estimated for industry-year combinations 

with at least six observations. Winsorized at 1% and 99%. 

Measures of personal tax behavior 

MATCHi Indicator variable equal to 1 if an executive has matched capital 

gains (including deposit income) and losses (including management 

costs) during at least 70% of the years in which the executive has 

appeared in the sample. 

RECLASSi Indicator variable equal to 1 if an executive has received more than 

500,000 SEK in dividend income from a closely held company (a 

company that pays dividends to no more than five individuals) in at 

least one year in the sample. 

LATETAXi Indicator variable equal to 1 if an executive has filed late personal 

tax returns for at least one year in the sample. 

TAXERRORi Indicator variable equal to 1 if an executive has filed incorrect 

personal tax returns for at least one year in the sample. 

TAXEXTREMEi Indicator variable equal to 1 if an executive has been suspected of 

tax-related criminal activity at least once since 1991 or convicted of 

such activity at least once since 1974. 

TAXTOTALi Personal tax behavior measure, calculated as the sum of the 

MATCHi, RECLASSi, LATETAXi, TAXERRORi, and 

TAXEXTREMEi indicator variables. 

Measures considered as determinants of personal tax behavior 

AGEi Executive age at the beginning of the sample period, i.e., in 1999. 

Calculated as difference between 1999 and birth year.  

TOTALCRIMEi Number of crimes of which an executive has been suspected (since 

1991) or convicted (since 1974). 

NBANKRUPTCYi The number of bankruptcies of listed or private companies in which 

the executive has been involved as either a CEO or a board member 

during the sample period. Winsorized at 99%.  

WEALTHi Natural logarithm of the average net wealth during the tenure period 

in thousands of SEK. Winsorized at 1% and 99%. 
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SALARYi Natural logarithm of the average salary during the tenure period in 

thousands of SEK. Winsorized at 1% and 99%. 

SSEDEGREEi Indicator variable equal to 1 if an executive has a degree from the 

Stockholm School of Economics and 0 otherwise. 

Control variables for corporate tax avoidance 

PROF_BOARDft Proportion of board members who have three or more board 

assignments at the end of the year. 

FEMALE_BOARDft Proportion of female board members at the end of the year. 

BOARDSIZEft Board size at the end of the year. 

OPT_INCft Indicator variable set to 1 if the firm reports having option incentive 

structures in a given year, and 0 otherwise.  

CEO_INSft Proportion of insider holdings in total CEO wealth in a given year, 

in percent.  

CFO_INSft Proportion of insider holdings in total CFO wealth in a given year, 

in percent.  

CHAIR_INSft Proportion of insider holdings in total CEO wealth in a given year, 

in percent.  

INST_BLOCKft Number of institutional blockholders that hold more than 5 % of the 

shares.   

CEO_OWNERSHIPft Proportion of the shares held by the CEO and her family, in percent.   

SIZEft Natural logarithm of total assets in thousands of SEK. Winsorized 

at 1% and 99%. 

EBITDAft Operating income before depreciation over lagged total assets. 

Winsorized at 1% and 99%. 

R&Dft Research and development expenses over total sales. Winsorized at 

1% and 99%. 

SG&Aft Selling, general and administrative expenses over total sales. 

Winsorized at 1% and 99%. 

CAPEXft Capital expenditures over gross PP&E. Winsorized at 1% and 99%. 

ChSALEft Yearly percentage change in sales. Winsorized at 1% and 99%. 

LEVERAGEft Total debt over total assets. When debt is unavailable, calculated as 

(total assets – owners’ equity)/(total assets). Winsorized at 1% and 

99%. 

CASHft Cash and equivalents over total assets. Winsorized at 1% and 99%. 

INTANGRATIOft Intangible assets over total assets. Winsorized at 1% and 99%. 

PPERATIOft Gross PP&E over total assets. Winsorized at 1% and 99%. 

PT_ROAft Pretax income over lagged total assets. Winsorized at 1% and 99%. 

NOLft Indicator variable equal to 1 if a firm had at least one loss year over 

the last 3 years. 

FSft Indicator variable equal to 1 if a firm reported positive foreign sales 

in a given year. 

INDUSTRY Indicator variables for industries, based on the Fama-French 12-

industry classification. 

YEAR Indicator variable for the financial year. 
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TABLE 1 

Sample construction 

 
Lost 

observations 

Firm-year 

observations 

Total number of firm-years   2,862 

Cases with executive tax behavior data not available -137 2,725 

Cases with company tax behavior data not available  -683 2,042 

Cases with industry codes not available -12 2,030 

Cases with data on financial leverage and firm size not 

available 
-5 2,025 

Firm years with executives likely suspected or convicted of 

corporate tax evasion 
-15 2,010 

 

Final sample 
 2,010 

   

Number of individual CEOs in the sample  627 

Number of individual CFOs in the sample  508 

Number of individual Board Chairpersons in the sample  446 

 
Notes: 

1. This table reports our sample construction. The sample covers firms listed on the OMX Stockholm 

Stock Exchange with available CEO, CFO, and Board Chairperson tax behavior data. The sample 

period is from 1999 to 2007.  

2. Personal data are from the Swedish Tax Agency (Skatteverket), the Swedish National Council for 

Crime Prevention (Brå), the Swedish National Service Administration, the credit bureau UC, and 

Statistics Sweden.  

3. Accounting data are from Compustat Global Vantage. In the few cases of missing data in 

Compustat Global Vantage, we retrieved the missing data from Datastream and from the financial 

reports of the sample firms. All tax items that were equal to zero in the databases have been 

manually checked in the financial reports.  
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TABLE 2 

Frequency distributions of executives’ personal tax behavior measures 

Panel A: Different measures of executives’ personal tax behavior 

 Full sample 

(N=1,446) 

CEOs 

(N=627) 

CFOs 

(N=508) 

Chairs 

(N=446) 

MATCHi 188 (13.00 %) 69 (11.00 %) 38 (7.48 %) 99 (22.20 %) 

RECLASSi 44 (3.04 %) 18 (2.87 %) 2 (0.39 %) 32 (7.17 %) 

LATETAXi 97 (6.71 %) 56 (8.93 %) 10 (1.97 %) 42 (9.42 %) 

TAXERRORi 59 (4.08 %) 30 (4.78 %) 12 (2.36 %) 25 (5.61 %) 

TAXEXTREMEi 30 (3.09 %) 17 (2.71 %) 0 (0.00 %) 15 (3.36 %) 

     

Panel B: Composite measure of executives’ personal tax behavior 

 

TAXTOTALi= 

Full sample 

(N=1,446) 

CEOs 

(N=627) 

CFOs 

(N=508) 

Chairs 

(N=446) 

0 1091 (75.45 %) 465 (74.16 %) 450 (88.58 %) 273 (61.21 %) 

1 293 (20.26 %) 135 (21.53 %) 54 (10.63 %) 135 (30.27 %) 

2 58 (4.01 %) 24 (3.83 %) 4 (0.79 %) 36 (8.07 %) 

3 4 (0.28 %) 3 (0.48 %) 0 (0.00 %) 2 (0.45 %) 

 
Notes: 

1. This table reports frequency distributions of the individual personal tax behavior measures (Panel 

A) and composite personal tax behavior measure (Panel B). The sample covers CEOs, CFOs, and 

Chairpersons of all firms listed on the OMX Stockholm Stock Exchange. The sample period is 

from 1999 to 2007. 

2. All variables are as defined in Section ‘Variable Measurement’ and in the Appendix.  
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TABLE 3  

Summary statistics on executives’ personal characteristics (N = 1,391) 

 Mean Std. dev. Min P25 Median P75 Max  

AGEi 45.46 9.50 20 38 45 53 75  

TOTALCRIMEi 0.39 0.80 0 0 0 1 8  

NBANKRUPTCYi 1.31 2.92 0 0 0 1 35  

WEALTHi,  

(in millions of SEK) 53.70 1,251.87 -23.63 1.28 3.48 10.800 46,473.40  

SALARYi,  

(in millions of SEK) 2.01 2.18 0 0.76 1.25 2.42 17.84  

SSEDEGREEi 0.16 0.37 0 0 0 0 1  

TAXTOTALi 0.30 0.57 0 0 0 0 3  
 

Notes: 

1. This table reports summary statistics for the CEO, CFO, and Board Chairperson characteristics. 

The sample covers executives in firms listed on the OMX Stockholm Stock Exchange with all 

required personal data available. The sample period is from 1999 to 2007. 

2. The data are from the Swedish Tax Agency (Skatteverket), the Swedish National Council for Crime 

Prevention (Brå), the Swedish National Service Administration, UC, and Statistics Sweden.  

3. All variables are as defined in Section “Variable Measurement” and in the Appendix.  
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TABLE 4 

Descriptive statistics and tests for means and medians 

Panel A: Sample divided into two subsamples based on CEO_TAXTOTALft                                                                 

 CEO_TAXTOTALft  Tests for differences 

 

> 1 

(N=651 / 450)  

= 0 

(N=1359 / 953)   
 Mean Median  Mean Median  Δ Mean Δ Median 

BTDft -0.008 -0.001 
 

-0.015 -0.002 
 

0.007*** 0.001*** 

CRTDft -0.009 0.001 
 

-0.014 -0.001 
 

0.005* 0.002*** 

CTDft -0.009 0.002 
 

-0.014 -0.001 
 

0.005* 0.003*** 

GAAPETRft 0.233 0.268 
 

0.269 0.280 
 

-0.036*** -0.012*** 

CURRETRft 0.193 0.176 
 

0.233 0.226 
 

-0.040*** -0.050*** 

CASHETRft 0.174 0.121 
 

0.234 0.196 
 

-0.060*** -0.075*** 

 

Panel B: Sample divided into two subsamples based on CFO_TAXTOTALft                                                                 

 CFO_TAXTOTALft  Tests for differences 

 

> 1 

(N=216 / 159)  

= 0 

(N=1794 / 1244)   
 Mean Median  Mean Median  Δ Mean Δ Median 

BTDft -0.002 -0.001 
 

-0.014 -0.002 
 

0.012*** 0.001** 

CRTDft -0.003 0.001 
 

-0.014 -0.001 
 

0.011*** 0.002 

CTDft -0.004 0.000 
 

-0.013 0.000 
 

0.009*** 0.000 

GAAPETRft 0.271 0.285 
 

0.256 0.277 
 

-0.015 0.007 

CURRETRft 0.231 0.207 
 

0.219 0.217 
 

0.012 -0.010 

CASHETRft 0.244 0.178 
 

0.212 0.178 
 

0.032* 0.000 

 

Panel C: Sample divided into two subsamples based on CHAIR_TAXTOTALft                                                                 

 CHAIR_TAXTOTALft  Tests for differences 

 

> 1 

(N=802 / 572)  

= 0 

(N=1208 / 831)   
 Mean Median  Mean Median  Δ Mean Δ Median 

BTDft -0.012 -0.002 
 

-0.014 -0.002 
 

0.002 0.000 

CRTDft -0.011 0.000 
 

-0.014 -0.001 
 

0.003 0.001 

CTDft -0.011 0.000 
 

-0.014 0.000 
 

0.003 0.000 

GAAPETRft 0.257 0.279 
 

0.258 0.278 
 

-0.001 0.001 

CURRETRft 0.224 0.211 
 

0.218 0.216 
 

0.006 -0.005 

CASHETRft 0.219 0.184 
 

0.213 0.172 
 

0.006 0.012 
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Notes: 

1. This table reports tests for mean and median equality. The sample is partitioned based on CEOs’, 

CFOs’, and Board Chairperson’s personal tax behavior.  

2. Panel A reports partitioning results based on the CEO_TAXTOTALft measure; the number of 

observations with personally tax-aggressive CEOs is 651 (450 for ETRs). Panel B reports 

partitioning results based on the CFO_TAXTOTALft measure; the number of observations with 

personally tax-aggressive CFOs is 216 (159 for ETRs). Panel C reports partitioning results based 

on the CHAIR_TAXTOTALft measure; the number of observations with personally tax-aggressive 

Board Chairpersons is 802 (572 for ETRs).   

3. All variables are as defined in Section “Variable Measurement” and in the Appendix.  

4. *p < .1; **p < .05; ***p < .01. 
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TABLE 5 

Determinants of executives’ personal tax behavior measures  

  MATCHi RECLASSi LATETAXi TAXERRORi  TAXEXTREMEi TAXTOTALi 

 Exp. (1) (2) (3) (4)  (5) (6) 

AGEi (-) 0.037*** -0.013 -0.017 0.021  0.023 0.0019 

  (0.01) (0.02) (0.013) (0.015)  (0.022) (0.008) 

TOTALCRIMEi (+) -0.111 0.054 0.372*** 0.293**  0.33** 0.174** 

  (0.113) (0.163) (0.096) (0.118)  (0.149) (0.073) 

NBANKRUPTCYi (+) 0.015 0.115*** 0.06** 0.013  0.033 0.056*** 

  (0.028) (0.032) (0.027) (0.044)  (0.056) (0.020) 

WEALTHi (+) 0.387*** 0.657*** 0.273*** 0.141  0.321*** 0.455*** 

  (0.06) (0.102) (0.072) (0.09)  (0.115) (0.048) 

SALARYi (+) 0.445*** 0.053 -0.282** -0.071  0.116 0.110 

  (0.1) (0.175) (0.116) (0.151)  (0.214) (0.076) 

SSEDEGREEi (+/-) 0.03 0.337 -0.373 -0.697*  -0.813 -0.178 

  (0.209) (0.377) (0.331) (0.403)  (0.623) (0.076) 

         

N  1,391 1,391 1,391 1,391  1,391 1,391 

Chi-squared  152.06 62.44 43.35 15.62  19.99 182.54 

Pseudo R-squared  0.1058 0.044 0.0314 0.011  0.014 0.126 

Notes: 

1. This table reports maximum likelihood coefficients from estimating the following ordered logistic regression model: 

 

 𝑃𝑟𝑜𝑏 (𝑇𝐴𝑋𝐵𝐸𝐻𝑖) =
1

1+𝑒−𝑍 

 where 𝑍 =  𝛽0 + 𝛽1𝐴𝐺𝐸𝑖 + 𝛽2𝑇𝑂𝑇𝐴𝐿𝐶𝑅𝐼𝑀𝐸𝑖 + 𝛽3𝑁𝐵𝐴𝑁𝐾𝑅𝑈𝑃𝑇𝐶𝑌𝑖 + 

𝛽4𝑊𝐸𝐴𝐿𝑇𝐻𝑖 +  𝛽5𝑆𝐴𝐿𝐴𝑅𝑌𝑖 +  𝛽6𝑆𝑆𝐸𝐷𝐸𝐺𝑅𝐸𝐸𝑖 + ℇ 
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2. The sample contains all individuals who have served as CEOs, CFOs, or Board Chairpersons in Swedish listed companies during the period from 1999 to 

2007 and have all required personal information available.  

3. All variables are as defined in Section “Variable Measurement” and in the Appendix.  

4. *p < .1; **p < .05; ***p < .01. Standard errors of the estimated parameters are reported in  parentheses.  
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TABLE 6 

Executives’ personal tax behavior and corporate tax avoidance 

Panel A: Book-tax differences as dependent variables 

Dependent: BTDft BTDft CRTDft CRTDft CTDft CTDft 

 (1) (2) (3) (4) (5) (6) 

CEO_TAXTOTALft 0.003**  0.003*  0.003**  

 (0.002)  (0.001)  (0.001)  

CEO_MATCHft  0.000  0.000  0.000 

  (0.003)  (0.003)  (0.003) 

CEO_RECLASSft  0.001  0.000  0.004 

  (0.003)  (0.004)  (0.004) 

CEO_LATETAXft  0.006  0.005*  0.001 

  (0.004)  (0.003)  (0.002) 

CEO_TAXERRORft  0.009*  0.003  0.008*** 

  (0.005)  (0.004)  (0.003) 

CEO_TAXEXTREMEft  0.011*  0.003  0.002 

  (0.006)  (0.004)  (0.004) 

CFO_TAXTOTALft 0.006**  0.006***  0.004**  

 (0.002)  (0.002)  (0.002)  

CFO_MATCHft  0.004  0.003*  0.003 

  (0.003)  (0.002)  (0.002) 

CFO_RECLASSft  0.016  0.001  -0.016*** 

  (0.015)  (0.012)  (0.005) 

CFO_LATETAXft  0.010***  0.012***  0.008** 

  (0.003)  (0.004)  (0.003) 

CFO_TAXERRORft  0.009  0.012*  0.009** 

  (0.008)  (0.006)  (0.004) 

CHAIR_TAXTOTALft 0.000  -0.001  -0.001  

 (0.002)  (0.001)  (0.001)  

CHAIR_MATCHft  -0.004*  -0.003  -0.004** 

  (0.002)  (0.002)  (0.002) 

CHAIR_RECLASSft  -0.001  -0.002  0.000 

  (0.005)  (0.005)  (0.005) 

CHAIR_LATETAXft  0.011***  0.006**  0.005** 

  (0.003)  (0.002)  (0.002) 

CHAIR_TAXERRORft  -0.004  0.001  0.004 

  (0.004)  (0.003)  (0.003) 

CHAIR_TAXEXTREMEft  0.002  -0.003  -0.001 

  (0.003)  (0.003)  (0.003) 

Intercept Yes Yes Yes Yes Yes Yes 

Controls, year, industry FE Yes Yes Yes Yes Yes Yes 

N 2010 2010 2010 2010 2010 2010 

Adj R-squared 0.7348 0.7369 0.8215 0.8231 0.8342 0.8371 
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Panel B: Effective tax rates as dependent variables 

Dependent: 

GAAP 

ETRft 

GAAP 

ETRft 

CURR 

ETRft 

CURR 

ETRft 

CASH 

ETRft 

CASH 

ETRft 

 (1) (2) (3) (4) (5) (6) 

CEO_TAXTOTALft -0.032***  -0.035***  -0.050***  

 (0.009)  (0.010)  (0.010)  
CEO_MATCHft  -0.028*  0.003  -0.007 

  (0.016)  (0.018)  (0.019) 

CEO_RECLASSft  -0.044*  -0.043  -0.105*** 

  (0.025)  (0.041)  (0.034) 

CEO_LATETAXft  -0.032  -0.049**  -0.022 

  (0.022)  (0.021)  (0.022) 

CEO_TAXERRORft  -0.067***  -0.084***  -0.104*** 

  (0.021)  (0.023)  (0.025) 

CEO_TAXEXTREMEft  -0.034  -0.013  -0.053** 

  (0.026)  (0.03)  (0.023) 

CFO_TAXTOTALft -0.006  -0.010  0.012  

 (0.014)  (0.018)  (0.018)  

CFO_MATCHft  0.005  0.015  0.015 

  (0.018)  (0.021)  (0.022) 

CFO_RECLASSft  -0.097  -0.088  0.282** 

  (0.143)  (0.094)  (0.123) 

CFO_LATETAXft  -0.037*  -0.066***  -0.026 

  (0.020)  (0.025)  (0.028) 

CFO_TAXERRORft  -0.003  -0.059  -0.027 

  (0.026)  (0.04)  (0.037) 

CHAIR_TAXTOTALft -0.009  -0.003  -0.004  

 (0.008)  (0.009)  (0.009)  

CHAIR_MATCHft  -0.008  -0.001  0.011 

  (0.012)  (0.014)  (0.014) 

CHAIR_RECLASSft  -0.007  -0.008  -0.003 

  (0.02)  (0.021)  (0.023) 

CHAIR_LATETAXft  -0.034  -0.008  -0.014 

  (0.023)  (0.022)  (0.024) 

CHAIR_TAXERRORft  -0.005  -0.04*  -0.067*** 

  (0.017)  (0.023)  (0.023) 

CHAIR_TAXEXTREMEft  0.015  0.042*  0.028 

  (0.028)  (0.022)  (0.026) 

       

Intercept Yes Yes Yes Yes Yes Yes 

Controls, year & industry FE Yes Yes Yes Yes Yes Yes 

N 1403 1403 1403 1403 1403 1403 

Adj R-squared 0.1549 0.1571 0.1679 0.1772 0.2067 0.2201 
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Notes: 

1. These tables report the coefficient results of estimating the following model: 

 

 𝐶𝑂𝑅𝑃𝑇𝐴𝑋𝑓𝑡 =   𝛽0 + 𝛽1𝑎𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐸𝑂𝑓𝑡 + 𝛽1𝑏𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐻𝐴𝐼𝑅𝑓𝑡

+  𝛽1𝑐𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐹𝑂𝑓𝑡 + 𝛽1𝑑𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽1𝑒𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐸𝑂𝑓𝑡 × 𝐿𝑂𝑆𝑆𝑓𝑡

+ 𝛽1𝑓𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐻𝐴𝐼𝑅𝑓𝑡 × 𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽1𝑔𝑇𝐴𝑋𝐵𝐸𝐻_𝐶𝐹𝑂𝑓𝑡 × 𝐿𝑂𝑆𝑆𝑓𝑡

+ ∑ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + ∑ 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝐹𝐸 +  ∑ 𝑌𝑒𝑎𝑟 𝐹𝐸 +  𝜀 

 

2. CORPTAXft is either BTDft, CTDft, CRTDft, or GAAPETRft, CURRETRft, CASHETRft. 

TAXBEH_CEOft, TAXBEH_CHAIRft, and TAXBEH_CFOft are vectors of executive personal tax 

behavior measures, ranging from the full composite measure TAXTOTALft to individual personal 

tax behavior components.  

3. All variables are as defined in Section “Variable Measurement” and in the Appendix. 

4. *p < .1; **p < .05; ***p < .01. Standard errors of the estimated parameters are reported in 

parentheses. Standard errors are clustered by firm.  
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TABLE 7 

Executive turnovers and corporate tax avoidance change 

Panel A: Descriptive statistics   

 Long-term effects (N = 516)  Short-term effects (N = 522) 

Variable N Mean Std Dev Median  N Mean Std Dev Median 

ΔBTDft 313 0.007 0.057 0.001  522 0.003 0.060 0.001 

ΔCRTDft 313 0.006 0.050 0.001  522 0.001 0.052 0.000 

ΔCTDft 313 0.006 0.053 0.002  522 0.002 0.055 0.000 

ΔTAXTOTALft 313 -0.048 0.638 0.000  522 -0.052 0.637 0.000 
 

Panel B: Frequency distribution of TAXTOTAL changes 

 Long-term effects (N = 516)  Short-term effects (N = 522) 

ΔTAXTOTAL Frequency Percent  Frequency Percent 

−3 1 0.19  1 0.19 

−2 11 2.13  11 2.11 

−1 67 12.98  59 13.22 

  0 380 73.64  384 73.56 

  1 47 9.50  49 9.39 

  2 6 1.16  6 1.15 

  3 2 0.39  2 0.38 
 

 

Panel C: Pearson correlation coefficients     

 Long-term effects (N = 516)  Short-term effects (N = 522) 

  ΔBTD ΔCRTD ΔCTD  ΔBTD ΔCRTD ΔCTD 

ΔTAXTOTAL 

0.113*** 0.115*** 0.131***  0.096*

* 

0.087** 0.088** 

 p-value 0.010 0.009 0.003  0.028 0.047 0.046 

 

Panel D: Multivariate relations 

  Long-term effects  Short-term effects 

 Exp. BTD CRTD CTD  BTD CRTD CTD 

  (1) (2) (3)  (4) (5) (6) 

INTERCEPT  0.001 0.001 0.001 
 

0.001 0 0.001 

  (0.001) (0.001) (0.001) 
 

(0.002) (0.001) (0.001) 

ΔTAXTOTAL + 0.004** 0.004** 0.005*** 
 

0.004 0.003* 0.003** 

  (0.002) (0.002) (0.002) 
 

(0.003) (0.002) (0.002) 

         

Firm-level controls  Yes Yes Yes  Yes Yes Yes 

N  516 516  516 
 

  522 522 522 

Adj R-squared  0.693 0.771 0.787 
 

0.609 0.704 0.770 
 

Notes: 

1. These tables report the results from testing the association between executive (CEO and CFO) 

personal tax behavior change (upon executive change) and changes in corporate tax avoidance. 
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2. ΔTAXTOTAL is the change in in the total of CEO and CFO personal tax behavior. It is calculated 

as the difference between the total of the previous and current total personal tax behavior of the 

executive pair (TAXTOTALi). ΔBTD, ΔCTD, and ΔCRTD are changes in BTDft, CTDft, and CRTDft, 

respectively. The means and medians of the changes reported in Panel A are not statistically 

different from 0.  

3. In the “long-term effects” columns, the changes in the average values of corporate tax avoidance 

for both former and new executive pair tenures are examined regardless of the tenure duration. In 

the “short-term effects” columns, only the last year of the former executive pair and the first year 

of the new executive pair are considered.  

4. In Panel D, we control for the changes of the following firm-level variables: SIZE, LEVERAGE, 

EBITDA, SGA, RD, CAPEX, ChSALE, INTANGRATIO, PPERATIO, and PT_ROA.  

5. All variables are as defined in Section “Variable Measurement” and in the Appendix.  

6. *p < .1; **p < .05; ***p < .01. In Panel D, standard errors of the estimated parameters are reported 

in parentheses.  
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TABLE 8 

Executive characteristics and the hiring decision 

Panel A: Correlations between Board Chairperson and CEO characteristics upon new CEO 

appointment (N = 269) 

 TAX 

TOTALi 

AGEi SSE 

DEGREEi 

NBANKR.i TOTAL 

CRIMEi 

WEALTHi 

Coefficient –0.012 0.170*** 0.045 0.300*** 0.007 0.093 

p-value 0.851 0.005 0.462 0.000 0.914 0.129 

       

Panel B: Correlations between Board Chairperson and CFO characteristics upon new CFO 

appointment (N = 211) 

 TAX 

TOTALi 

AGEi SSE  

DEGREEi 

NBANKR.i TOTAL 

CRIMEi 

WEALTHi 

Coefficient -0.065 0.186*** 0.327 0.151** −0.049 0.142*** 

p-value 0.344 0.001 0.637 0.035 0.487 0.061 

 

Panel C: Correlations between CEO and CFO characteristics upon new CFO appointment 

(N = 211) 

 TAX 

TOTALi 

AGEi SSE  

DEGREEi 

NBANKR.i TOTAL 

CRIMEi 

WEALTHi 

Coefficient -0.088 0.244*** 0.061 0.386*** 0.070 0.189*** 

p-value 0.202 0.000 0.382 0.000 0.312 0.019 

 

Panel D: Correlations between former and new CEO characteristics (N = 278) 

 TAX 

TOTALi 

AGEi SSE  

DEGREEi 

NBANKR.i TOTAL 

CRIMEi 

WEALTHi 

Coefficient 0.021 0.240*** 0.163*** 0.269*** −0.060 0.189*** 

p-value 0.732 0.000 0.006 0.000 0.290 0.004 

 

Panel E: Correlations between former and new CFO characteristics (N = 221) 

 TAX 

TOTALi 

AGEi SSE  

DEGREEi 

NBANKR.i TOTAL 

CRIMEi 

WEALTHi 

Coefficient -0.031 0.237*** 0.062 0.345*** 0.110 0.081 

p-value 0.644 0.001 0.412 0.000 0.143 0.306 
Notes: 

1. This table reports the Pearson correlation coefficients between the characteristics of the CEO and 

the  Board Chairperson upon new CEO appointment (Panel A), between the characteristics of the 

CFO and Board Chairperson/CEO upon new CFO appointment (Panels C and D), and between the 

characteristics of the new and former CEO (Panel B) as well as of the new and former CFO (Panel 

E).  

2. All variables are as defined in Section “Variable Measurement” and in the Appendix.  

3. *p < .1; **p < .05; ***p < .01. 
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TABLE 9 

Conforming tax avoidance 

Panel A: Descriptive statistics 

 N Mean St.Dev Min. P25 Median P75 Max 

CONFTAXft 1587 0.000 0.016 -0.033 -0.007 -0.002 0.006 0.061 

 

Panel B: Multivariate associations (dependent: CONFTAXft) 

 Estimate St. error 

Intercept -0.001 (0.001) 

CEO_TAXTOTALft -0.002*** (0.001) 

CFO_TAXTOTALft -0.003*** (0.001) 

CHAIR_TAXTOTALft 0.002** (0.001) 

SIZEft 0.001* (0.000) 

OPT_INCft 0.001 (0.002) 

CEO_INSft 0.000 (0.000) 

CFO_INSft 0.002* (0.001) 

CHAIR_INSft 0.000 (0.000) 

INST_BLOCKft 0.000 (0.000) 

CEO_OWNERSHIPft 0.000 (0.000) 

   

N 1587  

Adj.R-squared 0.016  

 

Panel C: Pearson correlation coefficients in executive change specification 

 Long-term effects  Short-term effects 

 N ΔCONFTAX  N ΔCONFTAX 

ΔEXEC_TAXTOTAL 379 -0.072  380 -0.032 

 p-value  0.164   0.544 

      

ΔCEO_TAXTOTAL 232 -0.156**  233 -0.100 

 p-value  0.017   0.127 

      

ΔCFO_TAXTOTAL 218 0.001  219 0.001 

 p-value  0.900   0.580 
Notes: 

1. These tables report descriptive statistics and Pearson correlations for CONFTAXft, a conforming 

tax avoidance behavior measure based on Badertscher, Katz, Rego, and Wilson (2019).  

2. CONFTAXft is derived using the following regression specification: 

𝑇𝑋𝑃𝐷

𝑙𝑎𝑔(𝐴𝑇)𝑓𝑡
=  𝛽0 + 𝛽1 𝐵𝑇𝐷𝑓𝑡 + 𝛽2 𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽3 𝐵𝑇𝐷𝑓𝑡 ∗ 𝐿𝑂𝑆𝑆𝑓𝑡 + 𝛽4

𝑆𝐴𝐿𝐸𝑆

𝑁𝑂𝐴 𝑓𝑡
+ 𝛽5 𝑁𝑂𝐿𝑓𝑡 + 𝜀𝑓𝑡    

3. εft  is the residual capturing conforming tax avoidance behavior, denoted CONFTAXft. The model 

was run separately for each industry and year combination, with at least six industry-year 

observations. By design, lower CONFTAXft values indicate higher conforming tax avoidance. 

4. All variables are as defined in Section “Variable Measurement” and in the Appendix.  

5. *p < .1; **p < .05; ***p < .01. 
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SUPPLEMENTAL DATA AND RESEARCH MATERIALS 

TABLE A1. Summary statistics on executives’ personal characteristics by position 

TABLE A2. Descriptive statistics, tests for means and medians 

TABLE A3. Correlations 

TABLE A4. Executives’ personal tax behavior and corporate tax avoidance 

TABLE A5. Executives’ personal tax behavior, other characteristics, and corporate tax 

avoidance 

TABLE A6. Alternative specifications for extreme personal tax behavior measures 

 

 

 

 

 

 

 


