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Aggressiveness: The Moderating Effect
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Abstract

From the traditional agency theory perspective, managers may hide rent extraction
through tax aggressiveness and social responsibility activities. Existing theories propose
that greater managerial ownership generates greater alignment of the interests of managers
and shareholders and thus reduces the agency costs. On the other hand, increasing
managerial ownership may entrench managers, causing agency conflicts between the
controlling owner who is also the manager and minority shareholders. Using a sample of
Taiwanese listed companies from 2010 to 2016, this study investigates whether socially
responsible firms are less or more tax aggressive, and whether this relationship will be
impacted by managerial ownership. This study finds that firms with high CSR have higher
effective tax rates, supporting the stakeholder theory. In addition, this study finds that firms
with higher managerial ownership are less tax aggressive, consistent with the alignment
effect argument. This study finds only limited evidence that managerial ownership has a
moderating effect on the negative relation between CSR and tax aggressiveness. However,
when managers own a significant equity ownership, this study finds no evidence that
managerial ownership moderates the negative relationship between CSR and tax
aggressiveness. This suggests that owner-managers might increase CSR activities to mask
their rent extraction through tax aggressive activities.
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TERREF DI FRVPZBALZIFELED E AL FEA
(Corporate Social Responsibility » f§ = CSR) 2 A% - & B rcf-§f
* O LB T i @@é&%aa%&ﬁﬁm%%yﬂw* ﬂg@ma4
PR # BIRE - AL Q B eI g e it 5 oo &p Qﬁﬂ’fﬂd%ﬁﬁ CSR & g 7
TARZ RA 0 T «%Ifk%‘fl’ﬁ?‘ BROF T BAR o P fRE FESY - AL
Bk R A BRET 0 2P BRI 0 e £ EETIZ RN
B Ra AR EFELR ‘u,%‘t ik »\%Vi,gy T %/"‘_%{‘fl | * A g
I vk T'ﬂ’g FA A 15-7}@ |20 vr’,}g‘&ﬁﬁ_ﬁm;\ i myfﬂ,j}ﬁ = xlic iT% » % 13‘5 53R
IFLFWMH DT RO & VA EHER LRI ERE S P
Hoﬁﬁﬁﬁ%ﬁ*ﬂ*Pé?ﬂ?iﬁéﬁ*ﬁ$£ﬁ’Wiﬁiﬁgﬁ

AEMBE P L LR B 2L ERER ( Global Reporting
Initiative » f§ # GRI) #&H X 3F 2 4p # (Sustainability Reportmg Guidelines)
P22 BEAETENERIRZEAAL S R - RERARE LS
z pLEL > FEWMET LA G e ¥ Rk (Preuss 2012) > 7= £ 4L CSR 2 ¢ ¥12
T § I ALFLARE o 2% Preuss (2010)£ Sikka (2010)4p 2137 5 B4 5 7 CSR 2
G E s g I FAARIRE R F AL A AL 7 5 o B4odE % (Apple) -
& 81 (Google) ~ & = 5 (Starbucks)® % 5 B RAL € §# T HE2Z WS - £ ¥ >
PR RE 2L AL TR o B BT i E 3 32 2017 ¢
/‘?P—ﬁﬁ‘ pf{ﬁ”fiﬂd’?# CSR fﬁp\J,L?’ﬁ?fE.?fRfﬁ»f@'{r_)iﬁmﬁ&
B oo BEFR S 3 2 U TR CSR & Aef Rz B % > X 7},%_};11#\— ReE_
WL TAR R RILEH S AT LR - LM e HEF
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B A IEIE G EREL )y SIRA G CFRERE T Z&Li%*%%iﬂ'%’f 22
ﬁ&gf“}f” ER) l}‘]Lbj\zét TSI AR FIFRT UK SUE LIRS 1R a‘\ﬁ X - 3k %
% % 72 * 3% (Jensen and Meckling 1976) o X @ > S{F I A B 4F WA 4e > 5
SRAFF EARED S TR > T 3l g IR A g R 0 B 4
%32 = & (Shleifer and Vishny 1989) - Desai and Dharmapala (2006)4p ! 532 4
g;ga AR EFEFTE ERE > pbeb > FI A L0 AR I F &gt
AT A o Facfl CSRFEH T A E(Surroca and Tribé 2008; Martinez-
Ferrero, Rodriguez-Ariza, and Garcia-Sanchez 2016) > # /G328 X j& 3 FB f 236 &2
CSR /& # iy xdi 2 p flenp ¢ (7 5 » Flm A4 R A o A3 RImA R
BERAELFLG Mo A 2 /I?%#fz] D P AR R LI FFLR

3 B (Badertscher, Katz, and Rego 2013; Cabello, Gaio, and Watrin 2019) > ¥ <

Vot rr‘*f;w;z. % (OECD)#] %< fw_k&@wﬂ
g ﬁm/z 43052 3~ % 43 152 4~ % 126 % 5 iE
LEFALBE ;‘i A \j;ﬁfuﬁﬁm

B4 17 #3- 4](BEPS) 5 # > 2016 & i3 ¢
BEAEARATE PR AR FIR >
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/}?;Je?‘t%fiﬁ, CSR g jr 3R A a5 3 M5 BE (Martinez-Ferrero et al. 2016; Oh, Cha,
and Chang 2017) o #x 2 %7 7 & 3. J;w AR B FRE R Y CSR
HE R F1E 0 PR AFTE GG SI0 A 4B F FL A M CSR AR B 1
€T BERR TR EEALFR ”ﬁg’ﬁlﬂ??@q"i%’ﬂklﬂ?{,"zfiiﬂ—’_iﬁﬁ
BLELE 3T AR CSR Pﬁfﬂﬁm%ﬁf? B E g E?Ei '*‘Fﬁ? AHFE R ETEAOLE
SN T L I R

YRR H CSR B fR g Mk A RREE > L AR H R A AR
MoomTEG CSR 2 g% A dg b ¥ pR&I 7 § K FRRLE

Bt (3 E R 3215422016 5 Lanis and Richardson 2012; Hoi, Wu, and Zhang
2013; Lanis and Richardson 2015) ; § £# 7 RI# R - X FEme AR e
71 CSR &% & 545 K F %Eyfﬁ#m?j“i LR ECSRMEEFE A 5 RFALE D
fE AR AL (% £x#-F 2017 ; Sikka 2010; Lanis and Richardson 2013' Davis,
Guenther, Krull, and Williams 2016; Col and Patel 2019; Mao 2019) ; Y3y
Rldp = F B ehr f o= B (s CSR B & /it s T (Huseynov and Klamm
2012; Laguir, Stagliano, and Elbaz 2015 ; Ortas and Gallego-Alvarez 2020) o &]+4r
Laguir et al. (2015)% 3L & B R A€ |6 # (social dimension) CSR 2. & ¥ #.7 ¢
EEFARFRE S Ra & B RS » (economic dimension) CSR 2. & ¥ 7 ¢
BT AR o Watson (2015)4p Hfe i@ s CSR B Pz #1700 X 2> IR F]=
"‘J*" A FF 2L o IR TF R F L 2% (lack resource theory) » 2 & F F &
ZEF L i‘dﬂb‘ﬁf”;'/}%’/ﬂ\ﬁc'"l/%iﬂfTF&?"‘" TR Fr AT R
w%h e FEA €67 B AA gﬁliz\iﬁ,‘).r}ﬁy, ﬁﬁ(Campbell
2007) = Watson (2015);’3_? T LEFHE ARG 2 CSREZRZ &7 R
FEETAEMRE LG FPRYE A RKRLF 0 B CSR M2 PR €7 AR
FALEFP(T 5 0 B 13K CSR Biefmlugrz M 23 3 & F 4% i & ¢
% o Lin, Chan, and Zhang (2017)R4% 3 CSR 4% & &2 2 R 2 B (5 X 31| § ¥
7}* g A EEVERBREIASEE AHAEBRBRSTRL (&) o
» CSR e fiRgFr T IR (f ) 4phE o ptob > PIRA IR Y R ERE
ﬁﬂﬁm%&ﬁ e & 7% (Shackelford and Shevlin 2001; Chen, Chen, Cheng, and
Shevlin 2010; Hanlon and Heitzman 2010; Badertscher et al. 2013; McGuire, Wang,
and Wilson 2014; Richardson, Wang, and Zhang 2016; Gaaya, Lakhal, and Lakhal
2017) » 2 5@ A Gk f FAEMREFALR L & & ¢ (Dyreng, Hanlon, and
Maydew 2010) v T ﬂ%ﬂ T IEH IR A 4R ¢ BN CSR & AR f R 2 B (% o

P9 BRI ek 2 F CSR ~ 8- g e d Ff %
R e IR 37 (McWilliams and Siegel 2001; Hanlon and Heitzman 2010) > %]
IR AT R RE CSR B T fied B AALE ~ Frp AR EREY chd
Bor BT R KL IE o £ EL T RESYRA M A2 1L
2@ A ] F #ER e IZ R 48 (Jensen and Meckling 1976) » 129541 & Jx ac B
#.(convergence-of-interest hypothesis) > 5 I2 A 35 5 R 8% 512 A 2L f )



o B~ %w;ﬁl— G EAEF IR A2 M D ST A R Sk 137

¥ 48>t - X (Jensen and Meckling 1976) - & @ i y5 ¥ FBk i B (entrenchment
hypothesis) » % SI2 A 5 § IR > ¥ A S IFPL L GIT A D FOL K
| F ik Ea A 120 2 7 R d- { (Fama and Jensen 1983) © &4 &
BT 0 GIAFITAE FE  AERAK BAT P EEA T > F CSR &
& ¥ % &= & 4p B (Orlitzky, Schmidt, and Rynes 2003) » ¥ CSR £ fEfR#F &
FARBE o RISEH IR AR Glns e o RILRAG R 0 il CSR &
FRAFNE oMo V- 35 > FEIEAFG £ 5N HIF > 354K
A kg fIET R F R R &%dﬁﬁ%ﬁéﬁﬂé%%’“ﬁfiﬁ
@ CSR 45 7 45473 RF A f1E 2 75 0 Bk § BT CSR & fi g+ 1
R

AFETENLSHIIBELOPLEACFETHEFL 2010 £33 2016 E o 1
ERALFLVLGIIFIASREA > EATHRPIEFARE T TR AEF2Z B % -
APE X RERE LAY CSR SAEfARENFIEM 5o A BRI L FALE
FTERFSERRES D FEFAT MBI 22— HIE CSR SRR
WoF M GAT R G AR R ? Mo AFAF F L i ik g EKF CSR e
ﬁ&%ﬁﬁﬁﬁﬁ&ﬁ’Vﬁd‘ %@ﬁllw ¥ CSR #f &7

L AERRELER - FE ?ﬁ4ap(BR e RIS R R A k]
Fﬁé A B EEL s 7 CSR & ¥ % gﬁﬁﬁﬁﬁm%ﬁf o gLtk s AW A RAr L G
A% XDy %mFAF MRIEG ] > AT RRAFG RS REL £
#ﬁ*n g;gf;ﬁi,fﬁ‘%ﬁ ’ ){%3“;? | 5 - RIS napjxgét w1 A FELT LR
RIB A A o ARAFT Y W T HIRA T 532 X FL$ CSR AR f iz f
w B AEITE o ARG E I AT B RRE S 5 AR AP
G 4 VL NSRS U el R AR ol 1N Qi - B
CSR /&t hisAFH NAEMAFEFTEFAL > Fla LEEA FRFRFRT > &
EEL2T] CSR Mm@ i v M G2 B¥Eh A HFSEI ALY 2y
I A gé_i’gﬂ_’_kxémx*ﬂ@ﬂko

=7 ?‘F%-&r’f S S j‘gﬂv‘“»}; QJ%’.\’@ o5 11;;\173‘@‘;, , f’aﬁ\z_}‘i;\‘ﬂ A REE
L= AI“’ Fé %\(prmmpal principal agency problem)7 # » #F 34 CSR & 2 ft R
W2 B % > v 7 Hanlon and Heitzman (2010)2_ 3% o o 3% 588 H @5 1o 5
B3 s Dl S HR A B ani a2t 4 (A I AR %) » A8 %
UoBE3mad sfkAd VgL RER Y NI %Tﬁﬁ%ﬁéﬁa
SRR RS O AFIEFGEAGRSFRT N EARER > G IE- R
Pek 0 TAB- B RGIA S LA Tl g E Rk o BR
CSR Ziefi g f w M %7 5> 27 7 ¥ CSR S A AWM e A7
REGH#A BT ATy o 3 2t G A SRAEfRARE L CSR & 4p B (Lanis and
Richardson 2012; Hoi et al. 2013; Lanis and Richardson 2015) » 7 5 i 3k 42 fit 2R
#Wer CSR & 1t 4p R (Lanis and Richardson 2013; Davis et al. 2016; Col and Patel
2019; Mao 2019) > a1 SRARAAREFE? CSR 2 B (2 % AR CSR “7T/hm v @ 2
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(Laguir et al. 2015) o 5 ®|*viEd 2 A7 » MY 4o > RIZTEAEREL 5 1S TE A
xﬁaﬁmﬂkﬁﬂa%waﬁﬁﬂé ﬁPlHﬂvg_ﬁﬁ%ﬁﬁ(ﬁR
:%“”1@‘é@%%h*”%mbﬂﬁﬁ LAEMLRLEE CSR M B2 =
ﬂ@%%ﬁ+ b ARG ORHRED GIT A S NI A AR LA
a2 7 %’%éwg‘ﬁﬁéﬁﬁﬁﬁ’%ﬁﬁﬂkﬁﬁ?u%@@g$
Ao T FRBEIWALET U M FARARRABZFT] Ra G
VAZAR S - PERE S ST AR R4 €51 F F IR ELFE T F oa M4 NI
Fh oo FPFRIEAFEG BRES A AR LA, T 0 R A BRI E CSR
ﬁ%@ﬁﬁﬁ%ﬁiﬁ;élwi AAEG LA AEAFOREREEES

”ﬁﬁﬁﬁf¥—ﬁﬁ*?*u%mﬁﬁﬂ%ﬁ’@ﬁ ¥R AR

ﬁ'fl’ka CSR Fﬁp %7 — y(m ’ Fﬁ_,__ F fp q—T:]":" I—zt? %?,{h‘l% IE'_ o ,-), - 5 AT 7‘)’?
MEF CSR 2 § ¥ ¢ ﬂ FFOERRIEL & ERT €T AW
SR EERT RET A ?%$,%~$a’¢%Lm¢¢m R G E ARG

#(BRimow}’ﬁpi;fmﬂ?ﬁﬁﬁﬁﬁﬁﬁwﬁﬁﬁiﬁﬁf&
+ o d BT E AR CSR Hrad 2251 A 5 1 ¥ 4] (management-
owned)z = F &7 ¢ xe‘.mﬁp;;fm%ﬁf B AR BHM T M VAP L 4 BT
RPL AT B Rk A% 0 4ol CSR A ER R AP Rk
iﬁ%’WKJﬁﬁ%%mﬁﬁ#mz BE MR NE mAEY AR
LERFRE -

ﬂx?}?k;}-ﬁ;‘;} Bl

- ERREE E ARG

FERE DT - E A Ak RBRGAIEARE > 5104 K E R
T4 P A B A ER L E?J % (Desai, Dyck and Zingales
2007; Hanlon and Slemrod 2009; Hanlon and Heitzman 2010) » #xj¥4L F * &
B o ERRERLLERANE - Ra fERAEFL - BRLGHIFTED > LgF
P A2 F A o et ARG E L P~ WL A fRARERE RO
B~ 4~ BB A~ i M 2 ) (Hanlon and Heitzman 2010; Rego and
Wilson 2012) » r4 2 3538 A 41 5 B ik 2. 32 = & (Chen et al. 2010) » f& i L3¢
BLEL > S A N AT I ERAFEFNERE > A E A A A
(Desai and Dharmapala 2006) o X & # L F A 2 ° ik L3 8 g1 4 % d FE i
HgFIE (74 F i¥P-(rent extract) © T A D FF it € i? 51 LR ATR RS ) o T
o E R FEARRRE L - E\ B bR EL PR AT AFAERR
o AR RAEE R E A A Lo

7 M CSR A/ &G ﬂ} | B % 4 3235 (stakeholder theory)#? & i {438 24
(legitimacy theory) » %42 B 4 2 2% > é‘r- S R H AR T M R4 2
FIE > Tt £ £ F CSR E# 1 2LH A&+ i 5 % #& (Mackey, Mackey,
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and Barney 2007) > sl FFR-S @B AL € P QA » T £ o d 3
GLF-BEMEO TAERY J (social contract) » £ ¥ 27
o AR FRJITMORAL > FERFR AL T I EEA
} o e Carroll (1979)%_% & '}q‘t—ﬁ—‘g FEihe R A0~ E
FE &EjAeT s £FBL BTG F L2
% P 1 o Kim, Park, and Wier (2012)z# # Carroll (1979)2_ B8t » H 3 LG I A
W CSRE® TR p i/ L 4menilI > Tt 2 CSR 2 £ %7 ¢ K E 8§ Heh
FAEEIE ¥ ZAEEEE o Porter and Kramer (2000)#-& ¥4+ € § =% A &
F J& 3] (responsive CSR)¥ i v% 4| (strategic CSR)= #& » & i3] CSR A_f # 413
ﬁ%%wadé—@%%mii\%’%wﬂ?%%A%ﬁﬁﬂgﬁi'*
#ez4) CSR AN 2P dfite £ % » Nl 2P 254
Porter and Kramer (2006) % 4~ CSR z_ L2822 13 B 15 A 3235 ~ & 2 4304 pmak
i
P%?iﬁﬁkﬂ%’*%?ﬁ%ﬁ@é#ﬁﬁf%ﬁ’¥ﬁﬁﬁQ#
PAEIAL € ABALSTE & KR (Avi-Yonah 2008; Lanis and Richardson 2011) » At
g~ T- SR ¢ %4&1 FEALAR W E_7 3E 4607 5 o Christensen and Murphy
(2004)“7:},;1 ﬁm»](q-\% ﬂ—“{}"—]—mﬁbj IR e A g % Rz g #[@ﬂ&.ﬁ,fn
LI EEI T EPA AN ot > ZARTIEHETF CSR 2 ¢ %
P KT AR SR me Lanis and Richardson (2012)r4;®: = @ 4 4%
HFICSRINBAZR I B 2 £ ¥ € F By »fid > L 4F CSR‘;’—%’ﬁEﬁm*ﬁ,
% fApBE o Hoietal QUIB)MEREEZ A FREfoAAEF EZ £
@ VO FARfME > L4FE CSR z £ £R ¢ A E e A
LK F CSRBEHGRA £ %> 7 2L ' ¥ L - Watson (2015)#% ! ?:‘Jﬁv%;
WAz e HERE IR 27 T MAEML g%‘f“r"%%’{7 LT
EEARE > L F FHRYOCRER > MR LFAEE T R EAREL L
B¢ % € /& 33 o Lanis and Richardson (2015)14 £ 27545 B i€ (7 AR ¥ 3R 2 # L’] o
A FIMMCSREPEE €5 | F mﬂ—‘i:fﬂ, >3 L3 CSR & AEf R
W% f 48 o Lanis and Richardson (2018)17 # W= & % % & » 2 I CSR % »<
BT fARR 0 P PIRE F 0 i B F R CSR M AR LR -
Heng o Moo 2T EIAQ016) 1 S PR A 0 F IR CSR B ML
PERFIAAM FFEFAECTEIZEAFHEMBRAIBR ] 7R €1
iﬁﬁ%ﬁom@umm(mwwmézﬂﬁﬁ%ﬁﬁomf@%aﬁﬁﬁ.
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R S S AME CSR e 7 B3 B 42 & P44 %F o Huang, Sun, and
Yu 2017)# % & CSR 2. & é‘r_ﬁiﬂr ¢ gﬁ?f%ﬁ 3] ¥ (tax inversion)™ 3% K LiEFAE
fm’ﬁ’*}Iﬁ,A\f’ PHME R 1M RE=4% w2 CSR LR E R R
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VAP ARERARAAEFEL- AL RS “ﬁ%?ﬂﬁﬁ#
¥ I LELs CSR &2 BILEEkin b o GM%yQ%@% #uﬁ
CSR ¥ i% i %% (insurance-like) %3& » * "R f o F & 2. o
Godfrey, Merrill, and Hansen (2009)% I > § & CSR /& & i‘gﬁm_ % CSR %
e g it fE T CSR B% Ta%,ut*:»"-’?* PERS e FEELE LR
f % CSR BEv v MAIT M A7 752 Tt 418 > L3 E
¥ CSR - &k *& ¢ < £ o Prior, Surroca, and Tribo (2008)% 3. & 4% ¢ 12
BCSREDAPM » B W A £ E CSRPEE T M A 2 145 2240 ¢
X AFA5 G 0 Flpt CSR 2 i7 GIMAJ|* ZoF e T F Eikais ¢ - 23
7 €3 CSR & - #ak & ¥ 121 & - Christensen (2016)% IR & ¥ 7 CSR 4% ¥ 7
BRETATEHEEE X 93197» FEf e F B A3 CSR &7 ' &
§ o Col and Patel (2019)0 F R = 2 A4~ » B AB ¢ HJ—‘;;};L% ¥R 2t

& % (controlled foreign corporatlons » WHCFC) 22 & > € 7 $28 7 CSR
?i’ﬂﬁm25g%ﬁﬁhﬁﬁﬁﬁ(BR%ﬁ’u%ﬁﬁﬁ%@ﬁﬁ%ﬁ
Rk R ? 5% 0 £4F CSR 5 27 L% F321 2 - Mao (2019)12 ¢ R+
BAMNP LA FME T CSRZ 27 ¢ 3 ot LR~ ik ok
Fdoo T CSR 2 27 € F B AR R A7 2 7 CSR & £
fAh & IR E o

ORGERAARPRRE EZPEALNEENRT CSR BRI &2
ESs s RLEE B s Ilfﬁﬁ’»ﬁ-'—g;]fﬁl # g/lq»\:ix&-/z— 7»1Ef,&éﬂ/p§v°Lanis
and Richardson (2013) /AR M fdt o 4p I8 F AL RE 2 BN 2 7 G R 4 o
FREEARFREL 2P F A F 5D CSR G 0 (427 2 i
LRI HHER L f T HPEH Y B RS CSR Faz e o
MAF AT P EAgHEF f} JaiE #2925 % o Davis et al. (2016)3 3.8 CSR
Frwa @ R g > T CSR AR EE T AR R o Hiap D L
H ¥ CSR ZHFHM G 75 E¥¢ ufggéc CSR ## k34 M MPE 5 B

° F FihE (2017)'1 cAIIFD S HRA FRE EOMIAE 0 CSR
iﬁfu AR A gL el CSR 4F 2 1 f AP > 1P L5 Mirsix
a7 3 RS FIRIEE CSR B > i ¢ f pdhg CSR- o 715 35
S FORT RE AL T PR L fehff i HFRE CSR 2
G ¥ S e o Lin et al. (2017)12 2008-2012 # # R A %+ 3 & ¥ 3
ﬁi’%ﬂi%%*ﬁ‘ﬁﬁmﬁ‘ﬁﬁ%%‘%%ﬁEJi&?@;mm
% oCSR#ImgofefA d L f4pM » RFLFEVCSR TR R %G p R E2 12

21 E o

Iy

4 bt e CSR SRR LR - ) o
B3R A F S L sE CSR 2 An e - i?ﬂ%f%ﬁ’
A2 B “%FLP’% & %38 »c % @ %o 4r Porter and Kramer (2006)3% 5 5§ 245 ¢h
i poonE L RLNT R B Rrigy X 02 AL ¢ R AT > T 4

¥
R

‘H‘%‘ﬂ
e 1%» b
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HE A SR ARG MG 0 T OMPRERS > Fa LA LET
ML SALEARTIARRE AT R o Huseynov and Klamm (2012)7 £ W & % 2
Beh o FIREFACSR Hred 5 e fi ¥ m B F Fﬁé % o Watson (2015)% 3 CSR
2R AR 2 B ,J‘Rij;?’gﬁw%tI’ LR F AREITT FFE O TR
< > Bl CSR Efﬂﬁ#ﬁ‘ﬁﬁ:ﬁifﬂs@ I ih P ek LPF > CSR
B AR R A D B % € 53 o Lin et al. (2017)#}3 CSR 2 42 fo 2 F 2 B 14
%ﬂﬁg~+@\¢%i#&%9mﬁ%’%*iggw b T B DT B E 4
BB ETRE O MNEEHBEFAEFEERIRBBE - F 2 § L
FRGTHFIRBRE D %S AT RAMY FAEFORET 0 £ ET A
A#-CSR Ededafl 3 Eif $4L ¢ F @ P 5 4 > X - Lin et al. (2017)22 2008-
2012 2¢ B A P F FELRAFRFIRABZEPH T F «@»w«—w“?m%
ﬁ’%ﬁ*ﬁ(ﬁRﬂpxi$T%*d BeF g o XA AR RS
Erar %o thi i CSR F42 & ¥ g)»l-‘ff@; s T AR R ﬁ#?}
d) CSR & A f R uF2 B (X § ¥ “? A ke 2 EEESIR DR AAR P
%8 o Ortas and Gallego-Alvarez (2020) 12 2002-2014 & % g 30 B B 772,696
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P AR O LA FRFAARREE AL AL A o @
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CH AP RG I E R IR AR R P L R ok
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BE REEP P IREEAL mﬁ*ﬁ 2 7 4] i (La Porta, Lopez-de-Silanes, and
Shleifer 1999; Claessens, Djankov, and Lang 2000; Faccio and Lang 2002; Fan and
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ZEBRARE - ERAFZLFELAETE
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353' # o Khan, Srinivasan, and Tan (2017)%¥ Iﬁ,ﬁﬁﬁ:};\ SECR LS AR iR

ﬁ&’ﬁﬁ*ﬁﬁ%ﬁﬁﬁﬁvﬁﬁﬂﬁp&’Q“Vﬁﬁﬂgﬁga
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Cheng, Huang, Li, and Stanfield 2012; Hoi et al. 2013) » 4 |11 = f& § scfr
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= N EDE A ER G2 GrE (MANOWN)

LYY 3;%':@351_& LEROPEARE L AR N2 B G BRI
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MTB,, -0.0166 -11.88"™" -0.0172 -13.35™ -0.0173 -12.64™" -0.0059  -9.10""  -0.0036 -5.04""
SIZE,, 0.0106 672" 0.0165 10.75™ 0.0182 11.33™" -0.0037 -7.29"  -0.0020 -3.58""
ABSDA -0.0998  -3.66"" -0.0876 -3.28"" -0.1170 -424™" 0.0088  0.86 -0.0129  -1.08
ITC -0.0037 -0.72  -0.0195 -3.89"" -0.0241 -4.61"" 0.0126 10.007°  0.0066 4.64""
AITC -0.2644  -0.52 0.5393  1.27 1.1435  2.64™ -0.3949 324" 02065 -1.41
NOL -0.0032 -0.85  -0.0125 -3.23™ -0.0166 -4.12"" 0.0084 830"  0.0050 4.54™
ANOL 03801  3.00™" 03170 235" 04822 386" -03337 -5.52""  -0.1952 -2.58"
INVINT -0.0111 -0.86 0.0073  0.54  -0.0118 -0.83 0.0059  1.29 -0.0063 -1.33
MANDUEL -0.0003  -2.17"  -0.0003 -2.23" -0.0003 -237"  0.0000  0.34 0.0000 -0.72
MPBTD,, 0.1774 13917
DDBTD, 04115 2828
Industry YES YES YES YES YES
Year YES YES YES YES YES
n 9,510 9,510 9,510 8,235 8,235
F 20.78 23.26 22.51 130.05 60.31
Adj R? 0.0682 0.0720 0.0691 0.5537 0.4194
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T ESER AL SFLHF CSR SARRREL f oo By A Eox
AFBEIHI ZHGET L s EL 6P o

£8 FAEREFEAERREL NG BT R Fork

ik BookETR CurrentETR CashETR MPBTD DDBTD
i tiE EE S tiE ¥ S tiE S tiE % ¥ tie

HCSR 0.0083  2.137  0.0136  3.507° 0.0082  2.02 -0.0001  -0.08  0.0007  0.61
MANOWN  0.0016 264”7 00009 159  0.0010 174" -0.0002  -140  -0.0002 -1.16
AHIifVROXWN -0.0010  -1.42  -0.0003 -0.45  -0.0006 -0.89  -0.0004  -2.09" -0.0001  -0.38
BODI -0.0130  -1.05  0.0154 121 00185 140 -0.0136  -424"" -00113 -3.117"
10 -0.0001  -1.40  -0.0001  -1.61  -0.0002 -1.86" -0.0001  -0.47  -0.0001  -0.11
ROA 0.0021 836" 0.0016  6.42™ 0.0007 279" 0.0057 4636 0.0030 2197
CASH 0.0182 149 00217 1.89° 00193 161  -0.0248  -539"" -0.0207 -4.51""
LEV 0.0729 3.867" 0.0699 37577 0.0561  2.98™ 0.0025 045  -0.0135 221"
FI 02649 5637 0.1916 391" 0.1520 3.077 -0.1310  -8.05"7 -0.1064 -6.28""
PPE 20.0276  -5.28"" -0.0319 -627 -0.0423 -825" -0.0042  -2.257 0.0028 132
INTANG 0.0783 091  0.1447 164  0.1028 1.10  0.0047 0.18  -0.0140  -0.50
EQINC 24197 -12.01"7" -2.7431 -12.40™" -2.7296 -12.75" -04934  -5.05"" -0.1919  -1.89°
R&D 0.0063 0.10  -0.0606 -1.07 -0.0419 -0.70  -0.0503 27777 -0.0295 -1.37
ASALE -0.0131 271" -0.0186  -4.03"" -0.0230 -4.81"" 0.0054 218" 00087 3217
MTB,, -0.0166  -11.83"" -0.0170 -13.23"" -0.0173 -12.61"" -0.0059  -9.00"" -0.0035 -4.95""
SIZE, , 0.0103 636" 0.0157 9917 0.0177 10.79"™ -0.0039  -7.45"" -0.0021 -3.84""
ABSDA -0.0995  -3.66"7 -0.0848  -3.177 -0.1159  -4.19""  0.0094 092  -0.0120 -1.00
ITC -0.0035  -0.69  -0.0197 -3.94"" -0.0241 -461"" 0.0126 10.01"" 0.0064 451"
AITC -0.2901  -0.57  0.5040  1.19 1.1205 258" -03957  -3247" -02028 -1.39
NOL -0.0034  -0.89  -0.0124 -322"" -0.0167 -4.14"" 0.0085 8357 0.0051  4.65
ANOL 0.3894 3.077" 03228 2407 04881 391" -03368  -5.5177 -0.1946 255"
INVINT -0.0133  -1.02  0.0047 035  -0.0136 -0.96  0.0060 131 -0.0067 -1.40
MANDUEL  -0.0003  -2.11"° -0.0003 -2.25"" -0.0003 -2.35" 0.0001 034 -0.0001  -0.77
MPBTD,, 0.1774  13.87°"
DDBTD,, 0.4118  28.29™
Industry YES YES YES YES YES
Year YES YES YES YES YES
n 9,510 9,510 9,510 8,235 8,235
F 20.17 23.65 22.28 129.93 59.71
Adj R’ 0.0674 0.0726 0.0691 0.5532 0.4190
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FRPFE CSR H$7c® B I A P 00 A DL L7 i AR f
FIZFFIR B D i BRET CSR B3 220050112 B 4 4 gk » @ 2
B CSR ARG EREEIZIE - % UHFAPRPBLFALFT L o FlUt g KA
WMERT o T I E Bk A F - Rk o @ @ CSR &R D
foo Bl Gl 35 ieh BIEELRTIF S AR R CSR EAfAE |

29 SFAMEFTEHERARELIMNG 3 HIE SR ok

E3 BookETR CurrentETR CashETR MPBTD DDBTD
% #c tE 3 3 tiE 3 13 tiE % #c tiE % #c tiE

CSR 0.0046 220"  0.0055 250"  0.0029 1.32 0.0004 0.67 0.0000  -0.03
HMANOWN  0.0131 329" 00110 273" 0.0119  2.85" -0.0081  -7.377" -0.0057  -4.60""
CSR x
vanowy 00024 085 -0.0001 -0.05 00002 006 -0.0011  -1.36  -0.0000  -0.04
BODI -0.0116  -0.95 0.0158  1.26 0.0184 142  -0.0132  -420™" -0.0108  -3.05""
10 -0.0001  -1.33  -0.0001 -144  -0.0002 -1.61 0.0000  -1.19  -0.00001 -0.67
ROA 0.0021 8.15°" 0.0016 6.177 0.0006 257" 0.0058  46.54™ 0.0030 2217
CASH 0.0190 1.57 0.0218 190" 0.0197 165 -0.0249  -5.41"" -0.0209  -4.55""
LEV 0.0732  3.86™" 0.0703  3.777" 0.0560  2.98" 0.0028 0.50  -0.0135 2217
FI 0.2632 5607 0.1919  3.92™ 0.1515  3.06™ -0.1305 -8.077" -0.1062  -627""
PPE -0.0274  -523"" -0.0318 -6.25"" -0.0419 -8.18"" -0.0043  -2.31" 0.0028 1.33
INTANG 0.0900 1.05 0.1523 173" 0.1099 1.18  0.0016 0.06 -0.0160  -0.58
EQINC 224030 -11.95" 27180 -12.37"" -2.6978 -12.61"" -0.5033  -5.15"" -0.2000  -1.97"
R&D 0.0002 0.00 -0.0658 -1.16 -0.0459 -0.77  -0.0489 270" -0.0276  -1.27
ASALE -0.0131 272" -0.0185 -4.03"" -0.0229 -4.81"" 0.0053 2.13" 0.0086 3.17™
MTB,, -0.0166 -11.76™" -0.0170 -13.16™" -0.0174 -12.64™" -0.0058  -8.86"" -0.0035  -4.84""
SIZE,, 0.0104 6347 0.0157 9.83"" 0.0180 10.84" -0.0040  -7.64™" -0.0022  -3.92"
ABSDA -0.0979  -3.59™" -0.0833 -3.11"7" -0.1139 -4.11"" 0.0076 0.75 -0.0136  -1.13
ITC -0.0034  -0.67 -0.0197 -3.93"" -0.0238 -4.56"" 0.0123 9.82™"  0.0062 439™
AITC -02761  -0.54 0.5236 123 1.1366  2.62™" -0.4044  -3.35™ -02098  -1.44
NOL -0.0032  -0.85 -0.0121 -3.14™ -0.0164 -4.07"" 0.0083 817" 0.0050 4.54™"
ANOL 03739  2.95™ 03092 229" 04749  3.80"" -0.3301  -543"" -0.1902  -2.50"
INVINT -0.0124  -095  0.0049 036 -0.0134 -0.95  0.0068 1.48  -0.0061  -1.26
MANDUEL  -0.0003  -2.14" -0.0003 -2.46" -0.0004 -2.68"" 0.0000 1.15  -0.0000  -0.07
MPBTD,, 0.1766  13.86™"
DDBTD,, 0.4109  28.22™
Industry YES YES YES YES YES
Year YES YES YES YES YES
n 9,510 9,510 9,510 8,235 8,235
F 20.15 23.49 22.16 131.14 60.56
Adj R? 0.0674 0.0728 0.0695 0.5549 0.4201
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Corporate Social Responsibility and Tax
Aggressiveness: The Moderating Effect
of Managerial Ownership

1. PURPOSE

The association between corporate social responsibility (CSR) and tax aggressiveness
has received considerable attention in recent years but mixed results have been found in the
prior research. There are two competing theories linking CSR and tax aggressiveness.
According to stakeholder theory, a firm has an obligation an obligation to pay its fair share
of tax to the government to help fund public goods and welfare, and paying tax is a vital
responsibility to society for firms. The stakeholder theory posits a negative relation
between CSR and tax aggressiveness. The risk management view of CSR argues that firms
purposely increase their CSR activities to hedge against any reputational risks that might
arise from aggressive tax avoidance practices. The risk management theory predicts a
positive relation between CSR and tax aggressiveness. Because both CSR and taxation
constitute diversion of resources toward non-sharcholder stakeholders, firms® CSR
activities and tax aggressive activities have agency costs. Traditional agency theory
suggests that managerial ownership helps align the interest of shareholders and managers
and mitigate agency cost. This incentive alignment effect suggests that as managerial
ownership increases, opportunistic managerial behavior decreases. On the other hand,
increasing managerial ownership may entrench managers, as they have greater control over
firms, and therefore, they possess a greater scope for acting in their own private interests.
The management entrenchment effect suggests that firm managers with substantial
ownership engage in opportunistic behavior to seek their own interests even at the expense
of minority shareholders. Given the relationship between CSR and tax aggressiveness
varies according to various perspectives, the purpose of this paper is to examine some open
and unresolved questions concerning the relationship between CSR and tax aggressiveness
by taking into consideration the stakeholder theory, risk management theory, and agency
theory. The study also aims to find whether managerial ownership moderates the
relationship between CSR and aggressiveness. In doing so, this paper helps reconcile the
differences between existing studies.

2. RESEACH DESIGN

Based on two main theories that relates CSR to aggressive tax behaviors, this study
develops the following hypotheses:
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H1a: From the perspective of stakeholder theory, there is a negative relation
between CSR and tax aggressiveness.

H1b: From the perspective of risk management theory, there is a positive
relation between CSR and tax aggressiveness.

According to agency theory, managerial ownership help align the interests of
shareholders and managers. Therefore, the incentive alignment effect suggests that
managers with high ownership act less opportunistically and are less likely to engage in

aggressive tax activities. The following hypothesis is proposed:
H2: Managerial ownership is negatively associated with tax aggressiveness.

On the other hand, increased managerial ownership can entrench managers and
entrenched owner-managers may have incentives to extract rents through aggressive tax
practices at the expense of minority shareholders. Therefore, based on the

alignment/entrenchment effect, the study develops the following hypothesis:

H3: Managerial ownership moderates the relationship between CSR and tax
aggressiveness.

This paper is an empirical work using a sample of Taiwan publicly listed firms over
the period 2010-2016 and relying on several proxies for corporate tax aggressiveness
activities (7Tax Avoidance) including the book effective tax rate, cash effective tax rate,
current effective tax rate, the book-tax difference, and the residual book-tax difference. To
proxy for firms’ CSR activities (CSR), this paper develops indicators in five categories
which include community, diversity, employee relations, environment, and products to
evaluate strengths and concerns ratings for each firm. Manager ownership (MANOWN)
was measured using the percentage of officer and director shares outstanding. This study
explores the relationship between CSR and tax aggressiveness as well as the moderating
effect of managerial ownership on the relationship between CSR and tax aggressiveness

using the following regression model:

Tax Avoidance; =fo+1CSR; +P2MANOWN; +p3CSR; ; +MANOWN,,
+BaBODI; +510;+PsROA; +7CASH; +BsLEV +BoF 1,
+B10PPE; +B11INTANG,; +B12EQINC; +B13R&D; ,
+BASALE; +B1sMTB; 11 +B16SIZE; 11 +512ABSDA,
+p18NOL; +L196ANOL; ;720 TC; i+ 1 AITC; ;+ P22 INVINT;
+Lr3sMANDUELASr4Lag(BTD); +Year Dummies
+Industry Dummies+e;,.

The interaction term for CSR and managerial ownership (CSRxMANOWN) is used to
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test the moderating effect of managerial ownership on the CSR-tax aggressiveness relation.
3. FINFDING

First, the study finds that firms with high corporate social responsibility have higher
effective tax rates, supporting the stakeholder theory of CSR which suggests that socially
responsible firms are less tax aggressive. Second, this study finds that firms with higher
managerial ownership have higher effective tax rates and lower book-tax differences,
suggesting that firms with larger managerial ownership are less tax aggressive, consistent
with the alignment effect argument. Finally, this study finds only limited evidence that
managerial ownership has a moderating effect on the negative relation between CSR and
tax aggressiveness. Our evidence shows that the moderating effect of managerial
ownership on the negative relation between CSR and tax aggressiveness disappeared when
the level of managerial ownership is high. The results imply that when firm managers own
significant ownership, the owner-managers may strategically use CSR as a tool to conceal
their aggressive tax avoidance behavior. Accordingly, in the case of higher managerial
ownership, we find no negative association between CSR and tax aggressiveness. At this
respect, the study supports the management entrenchment hypothesis from which the
controlling owner-managers who are majority shareholders behave opportunistically by

extracting rent from minority shareholders using tax aggressiveness strategies.
4. RESEARCH LIMITATIONS

This empirical study is subject to limitations. First, the main limitation corresponds to
the CSR measure, which is calculated as sum of indicators developed by authors in a
manner similar to that of the U.S. social investment rating agency Kinder, Lydenberg,
Domini and Co. (KLD), because there is no independent third-party social responsibility
rating agency in Taiwan. Second, tax aggressiveness measures are based on financial
statement data. Due to data availability, following recent literature, the study uses an
estimated value to measure the book-tax difference (BTD) as taxable income. Finally, the
results from this study must be interpreted with caution, the study does not attempt to

establish causality in the relation between CSR and tax aggressiveness.
5. ORIGINALITY/CONTRIBUTION

The study contributes to the growing literature on the relationship between CSR and
tax aggressiveness. Our findings extend this line of research by addressing the moderating
effect of managerial ownership on the link between CSR and tax aggressiveness. The study
provides valuable insights for policymakers and regulators who seek to identify the

conditions under which the risk of tax aggressiveness is higher. Tax authorities usually face
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strong difficulties to detect corporate aggressive tax avoidance practices. However, this
paper suggests that more effort should be placed to check corporate tax planning of those
firms less committed to CSR activities, which are more likely to engage in aggressive tax
practices. The study also can be of value to investors and stakeholders who seek to identify
the circumstances under which a firm’s CSR activities can be used for tax aggressiveness
purposes, and make prudent investment decisions accordingly. The evidence provides an
important step toward a better understanding of the impact of managerial ownership and

agency conflict on the relationship between CSR and tax aggressiveness.
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