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Abstract. Indonesia’s tax ratio in 2025 reached only 9.31% of GDP, below the 

government’s target of 10.03%. This condition reflects persistent challenges in 
Indonesia’s taxation system, particularly the practice of corporate tax avoidance, 
which results in significant potential losses to state revenue. The mining sector is 
particularly vulnerable due to its substantial economic contribution and the 
extensive involvement of multinational corporations. Several tax avoidance cases 
involving major mining companies further highlight the potential for tax 
avoidance practices and substantial state revenue losses in the sector.This study 
aims to examine the effects of CEO educational characteristics on ESG disclosure 

and corporate tax aggressiveness, as well as to investigate the mediating role of 
ESG disclosure in these relationships. A quantitative research approach was 
employed using secondary data from 91 mining companies listed on the 
Indonesia Stock Exchange during the 2020–2024 period. The data were analyzed 
using panel data regression and mediation analysis with STATA software. The 
findings reveal that CEO highest educational attainment, foreign education, 
MBA qualification have no significant effect on corporate tax aggressiveness. 
ESG disclosure does not mediate the relationships between CEO educational 
attainment, MBA qualification. Whereas ESG disclosure mediate the 

relationships between CEO foreign education and corporate tax aggressiveness. 

Keywords: ESG Disclosure, Tax Aggressiveness, Educational Attainment, 
MBA Qualification, Foreign Education 

1 Introduction 

Indonesia's tax ratio realization in 2025 fell short of the government's target. The tax 
ratio reached only 9.31% of Gross Domestic Product (GDP), compared with the 
targeted 10.03% of GDP (Siswanto, 2026). This condition indicates the persistence of 
structural challenges within Indonesia's taxation system, one of which is the widespread 
practice of tax avoidance. Indonesia remains vulnerable to tax evasion and avoidance 
activities. According to the Tax Justice Network (2023), Indonesia loses approximately 
USD 2.74 billion (around IDR 44 trillion) annually due to corporate tax abuse and an 
additional USD 69.8 million (approximately IDR 1 trillion) through offshore asset 
shifting (Faradina, 2025). Among the industries considered highly vulnerable to such 
practices is the mining sector. This sector makes a substantial contribution to the 
national economy through significant export revenues and is characterized by extensive 
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involvement of multinational corporations. Several high-profile tax avoidance cases in 
Indonesia's mining industry include alleged tax evasion by PT Bumi Resources Tbk 
and transfer pricing practices undertaken by PT Adaro Energy Tbk through its 
subsidiary in Singapore, resulting in potential state revenue losses amounting to trillions 
of rupiah. 

These cases suggest that tax avoidance reflects not only weak fiscal compliance but 
also the quality of strategic decision-making at the highest managerial level. As the 
highest-ranking executive, the Chief Executive Officer (CEO) plays a central role in 
determining corporate policies, including tax strategies. The Upper Echelons Theory 
posits that organizational strategic decisions reflect the characteristics, values, and 
cognitive bases of top executives who lead the organization (Hambrick, 1986). Tax 
avoidance represents one of the strategic tax planning decisions adopted by firms to 
legally minimize their tax liabilities in accordance with prevailing tax regulations. This 
strategy exploits legal loopholes within the tax system to reduce tax payments without 
violating existing laws. Consequently, tax avoidance may be viewed from both positive 
and negative perspectives. On the one hand, it represents a legitimate form of tax 
efficiency; on the other hand, it may generate adverse consequences for both 
governments and firms (Pangaribuan et al., 2020; (Hama & Qurochman, 2022); 
(Sutrisno et al., 2023). Fundamentally, tax avoidance cannot be separated from the role 
of corporate executives, who possess the highest authority in strategic decision-making. 
Executives are responsible for exchanging information, analyzing data, formulating 
strategic alternatives, evaluating policy options, providing direction, and ensuring that 
corporate decisions are implemented consistently with organizational objectives (Hama 
& Qurochman, 2022). 

One important factor influencing a CEO's strategic decision-making is educational 
background. Education serves as an important indicator of an individual's knowledge, 
fundamental skills, and cognitive capabilities. Higher educational attainment, 
particularly when complemented by relevant professional experience, increases the 
likelihood of developing superior managerial competencies. These competencies 
contribute to organizational sustainability and effective corporate governance 
(Abimanyu & Nugraha, 2024) 

Previous studies examining the relationship between CEO educational 
characteristics, tax aggressiveness, and Environmental, Social, and Governance (ESG) 
disclosure have produced inconsistent findings. Several studies suggest that higher 
educational attainment enhances decision-making quality and encourages more ethical 
corporate behavior and greater regulatory compliance (Wen et al., 2020)Conversely, 
other studies (Wijaya et al., 2024) report no significant effect of CEO educational level, 
implying that formal education alone may be insufficient to explain strategic 
managerial decisions without considering practical experience. 

Similar inconsistencies exist regarding MBA qualifications. Some studies argue that 
CEOs holding MBA degrees tend to adopt more aggressive management styles with a 
stronger emphasis on financial efficiency, thereby increasing tax aggressiveness (Cxviii 
et al., 2003); (Geletkanycz & Black, 2001) In contrast, (Oky, 2020) and (Aprian, 2026) 
found that directors' financial expertise does not significantly influence tax avoidance 
practices. Their findings suggest that financially knowledgeable executives are better 
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able to identify and utilize legitimate opportunities within tax regulations, allowing 
firms to implement legal and non-aggressive tax planning strategies. Moreover, 
financially competent executives possess greater capability in analyzing cost structures 
and developing efficient financial plans, leading to more prudent tax avoidance 
practices. 

CEOs with international work experience have also been found to significantly 
reduce tax avoidance, as exposure to more disciplined legal and regulatory 
environments tends to foster greater legal compliance (Kurnianto & Pramana, 2023) 
Conversely, experience acquired in developed countries may also enable executives to 
better assess the costs and benefits of tax planning strategies, recognize their fiduciary 
responsibility toward shareholders, embrace the objective of shareholder wealth 
maximization, and consequently become more willing to engage in aggressive tax 
planning. 

Within the sustainability context, tax aggressiveness is no longer viewed solely as a 
financial decision but also as a reflection of a firm's social responsibility and ethical 
conduct. Environmental, Social, and Governance (ESG) has become an important 
indicator for assessing a firm's commitment to responsible business practices. ESG 
reflects a company's awareness of transparency, regulatory compliance, and social 
accountability while contributing significantly to corporate reputation. Regarding 
disclosure decisions, executives tend to rely on their individual judgments and 
interpretations when determining ESG disclosure strategies (Carnahan et al., 2010) 
Consequently, the implementation of ESG principles has become an integral 
component of corporate communication strategies aimed at strengthening public trust 
by positioning firms not merely as economic entities but also as socially responsible 
organizations committed to environmental and societal well-being. 

Companies with higher ESG performance generally avoid aggressive tax practices 
because such behavior contradicts the principles of transparency and corporate social 
responsibility. The relationship between ESG and tax avoidance has therefore emerged 
as an important area of research. Both issues are inherently associated with corporate 
accountability toward stakeholders and the pursuit of social legitimacy. Corporate tax 
payments directly contribute to economic development and public welfare; therefore, 
corporate tax behavior should be regarded as an integral dimension of Corporate Social 
Responsibility (CSR). Legitimacy Theory and Stakeholder Theory argue that firms 
require continuous support and approval from society and regulatory authorities to 
sustain their long-term operations (Hambrick, 1986); (Suchman, 2014). Consequently, 
companies committed to ESG principles are expected to refrain from excessive tax 
avoidance practices because such actions may expose them to reputational risks and 
erode public trust. 

Previous studies further indicate that CEOs' educational background, particularly 
MBA qualifications, does not significantly influence ESG disclosure, as a strong profit-
oriented mindset may reduce managerial attention to sustainability issues (Oehoedoe et 
al., 2023). This relationship may be even less consistent in developing countries where 
regulatory enforcement remains relatively weak. Similarly, empirical evidence 
regarding overseas education and international work experience remains inconclusive. 
International exposure has been found to enhance CEOs' awareness of corporate 
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reputation and sustainability issues, thereby reducing tax aggressiveness (Xu & Hou, 
2021). 

The inconsistency of previous findings suggests that the relationship between CEO 
educational characteristics and tax aggressiveness may be explained through 
underlying strategic mechanisms. One such mechanism that remains relatively 
underexplored is ESG disclosure. The novelty of this study lies in its multidimensional 
measurement of CEO educational characteristics and its positioning of ESG disclosure 
as a strategic mechanism linking CEO individual characteristics to corporate tax 
policies. Conducted within the Indonesian context—where ESG disclosure remains 
largely voluntary and tax avoidance continues to be relatively prevalent—this study 
aims to examine the effects of CEO educational characteristics, namely educational 
attainment, MBA qualification, and overseas education, on tax aggressiveness while 
investigating the mediating role of ESG disclosure. 

2 Methodology 

This study examines the causal relationship between CEO educational background, 
ESG disclosure, and tax aggressiveness using a quantitative research approach based 
on secondary data. The sample consists of 91 mining companies listed on the Indonesia 
Stock Exchange during the 2020–2024 period. The analysis is conducted to identify 
both the direct effects and the mediating effect of ESG disclosure. 

The CEO educational background variable is measured using three dimensions: 
MBA educational background, education level, and overseas education. The MBA 
educational background is measured using a dummy variable, where a value of 1 
indicates that the CEO holds a Master of Business Administration (MBA) degree. 
Education level is measured using a categorical variable coded as follows: 1 for a 
bachelor's degree, 2 for a master's degree, 3 for a doctoral degree, 4 for a vocational 
education qualification, and 5 for a senior high school qualification as the highest level 
of education attained. Overseas education is measured using a dummy variable, where 
a value of 1 indicates that the CEO graduated from a foreign higher education 
institution. Tax aggressiveness is measured using the Effective Tax Rate (ETR). ESG 
disclosure is measured based on the total number of ESG disclosure items reported by 
the company. All data are analyzed using STATA statistical software. 

2.1 Upper Echelons Theory 

Various factors influence an organization's financial and non-financial performance, 
with strategic decisions made by top management, commonly referred to as the upper 
echelons, serving as one of the primary determinants (Velte, 2019; Chen W. T. et al., 
2019). Organizational outcomes are viewed as reflections of "the values and cognitive 
bases of powerful actors in the organization" (Hambrick, 1986). To better understand 
managerial attributes and advance knowledge of psychologically driven decision-
making and behavioral corporate governance, recent studies have increasingly focused 
on the demographic characteristics of chief executive officers (CEOs). Observable 
characteristics, such as age, gender, and experience, are commonly used as proxies for 
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executives' unobservable psychological traits, values, and beliefs, thereby reflecting 
their influence on strategic decision-making (Hambrick, 1986). 

2.2 Legitimacy Theory 

Legitimacy is a generalized perception or assumption that an entity's actions are 
considered desirable, proper, and appropriate within a socially constructed system of 
norms, values, beliefs, and definitions. According to Suchman (1995), organizations 
undertake various efforts to obtain and maintain legitimacy because it is a crucial factor 
for their continued operations and long-term survival. The success of these 
legitimization efforts depends on the objectives pursued, whether to ensure 
organizational continuity or to enhance organizational credibility. Furthermore, 
organizations seek not only passive acceptance or support from society but also active 
support, which is reflected in stakeholders' trust, cooperation, and participation. 

2.3 Hypotheses 

Effect of CEO Educational Background on Tax Aggressiveness. Based on the Upper 
Echelons Theory explains that education contributes to creating one's values, 
knowledge, skills and cognitive preferences, which influence executive managerial 
decisions. The level of education will have a positive effect on the level of taxpayer 
compliance. This shows that the higher the level of education, the more will be obedient 
to taxes, and minimize the tax aggressiveness (Assfaw & Sebhat, 2019); (Astutik & 
Venusita, 2020). CEOs with master’s degree graduate majoring in accounting, tax, and 
finance are more likely to implement comprehensive tax information systems that 
encompass tax oversight, tax risk alerts, and the identification of fiscal non-compliance. 
Among these components, the ability to recognize and prevent fiscal failures is 
particularly critical. A CEO with a background in taxation possesses a stronger 
understanding of tax regulations and fiscal reconciliation procedures, enabling the firm 
to ensure greater tax compliance. As a result, such expertise reduces the CEO's 
inclination to engage in aggressive tax strategies and contributes to lower levels of 
corporate tax aggressiveness (Oktaviani et al., 2026). 

The findings indicate that the Chief Executive Officer's (CEO) foreign work 
experience has a significant negative effect on tax avoidance. CEOs with prior 
international work experience tend to possess stronger work ethics, greater discipline, 
and higher levels of regulatory compliance, as these attributes are shaped by the 
professional and cultural environments in which they have worked. Exposure to 
international business practices also fosters a greater commitment to ethical decision-
making and corporate responsibility. Consequently, CEOs with foreign work 
experience are more likely to discourage aggressive tax planning, thereby reducing the 
likelihood of tax avoidance within the firm (Kurnianto & Pramana, 2023). 
H.1 CEO's highest educational attainment positively influences tax 

aggressiveness 
. 

H.2 CEO MBA education positively influences tax aggressiveness . 
H.3 CEO overseas education positively influences tax aggressiveness . 
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The Mediating Effect of ESG Disclosure to CEO Educational Background on 
Aggressiveness. From the perspective of Upper Echelons Theory (Hambrick, 1986), 
organizational outcomes are reflections of executives' cognitive bases, values, and 
experiences. A CEO's educational background—including higher educational 
attainment, MBA education, and overseas education—enhances analytical capability, 
strategic thinking, and awareness of global sustainability issues. Highly educated CEOs 
are generally more capable of understanding the long-term benefits of integrating 
environmental, social, and governance (ESG) principles into corporate strategy. 
Similarly, CEOs with MBA education tend to possess stronger managerial 
competencies and stakeholder-oriented decision-making skills, while CEOs educated 
abroad are exposed to international governance standards, sustainability practices, and 
responsible business norms. Consequently, these educational experiences encourage 
CEOs to promote broader ESG disclosure as part of the firm's strategic agenda. 

In turn, ESG disclosure serves as an important mechanism through which CEO 
educational background influences tax aggressiveness. Companies with more extensive 
ESG disclosure are more likely to prioritize transparency, accountability, and ethical 
business conduct. These values encourage firms to adopt more responsible tax practices 
because aggressive tax avoidance may contradict the sustainability commitments 
communicated through ESG reporting. Therefore, CEOs with stronger educational 
backgrounds indirectly influence tax behavior by strengthening ESG disclosure, which 
aligns corporate tax strategies with broader sustainability objectives. 

Legitimacy Theory which argues that organizations continuously seek legitimacy by 
ensuring that their activities conform to societal expectations, norms, and values 
(Suchman, 1995). ESG disclosure represents one of the primary mechanisms through 
which firms communicate their commitment to responsible and sustainable business 
practices, thereby strengthening organizational legitimacy. CEOs with higher 
educational attainment, MBA qualifications, or international educational experience 
are more likely to recognize the importance of maintaining corporate legitimacy in 
increasingly sustainability-oriented capital markets. Consequently, they encourage 
more comprehensive ESG disclosure to demonstrate corporate responsibility and meet 
stakeholder expectations. 

Once firms actively communicate their sustainability commitments through ESG 
disclosure, they face greater public scrutiny from investors, regulators, customers, and 
other stakeholders. Under these circumstances, engaging in aggressive tax avoidance 
may create inconsistencies between the firm's sustainability claims and its actual 
business practices, thereby threatening organizational legitimacy. To preserve 
credibility and maintain stakeholder trust, companies with extensive ESG disclosure 
tend to adopt more prudent and transparent tax strategies. Accordingly, ESG disclosure 
becomes the mechanism through which CEO educational background influences tax 
aggressiveness by encouraging tax practices that are consistent with corporate 
sustainability commitments and societal expectations. 

Overall, these findings support both Upper Echelons Theory and Legitimacy Theory. 
Upper Echelons Theory explains that CEOs' educational backgrounds shape strategic 
decisions regarding ESG disclosure through their knowledge, cognitive perspectives, 
and managerial values. Legitimacy Theory further explains that enhanced ESG 
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disclosure increases organizational accountability and societal pressure, encouraging 
firms to align their tax practices with their sustainability commitments. Therefore, ESG 
disclosure functions as a strategic channel that translates CEOs' educational 
characteristics into more responsible corporate tax behavior. 
H.4. The Mediating Role of ESG Disclosure in the Relationship Between CEO 

Educational Attainment and Tax Aggressiveness  
H.5. The Mediating Role of ESG Disclosure in the Relationship Between CEO 

MBA Education and Tax Aggressiveness 
H.6 The Mediating Role of ESG Disclosure in the Relationship Between CEO 

Overseas Education and Tax Aggressiveness 
. 

3 Results and Discussion 

This study examines the effect of CEO educational background, including the highest 
educational attainment (CEO_EDU), MBA education (CEO_MBA), and overseas 
education (CEO_FOREIGN), on tax aggressiveness (ETR), with ESG disclosure (ESG) 
serving as the mediating variable. The mediation analysis was conducted using 
regression analysis with STATA version 17. Table 1 presents the results of the 
mediation analysis. 

Table 1. Mediation Analysis Results 

No Effect  Koef. SE t p Note 

1 CEO_EDU → ETR -0.007 0.048 -0.150 0.882 Not 

2 CEO_MBA → ETR 0.021 0.024 0.870 0.387 Not Significant

3 CEO_FOREIGN → -0.028 0.060 -0.470 0.639 Not 

4 CEO_EDU → ESG -0.011 0.041 -0.257 0.798 Not 

5 CEO_MBA → ESG 0.006 0.015 0.420 0.676 Not 

6 CEO_FOREIGN → 
ESG → ETR 

0.121 0.038 3.139 0.002 Significant 

3.1 Effect of CEO Educational Background on Tax Aggressiveness 

The effect of the CEO's highest educational attainment (CEO_EDU) on tax 
aggressiveness (ETR) yielded a coefficient of -0.007 with a significance value (p) of 
0.882, indicating a negative but statistically insignificant effect. This finding suggests 
that a higher level of formal education attained by the CEO does not significantly 
influence the firm's tax aggressiveness.  

The effect of MBA education (CEO_MBA) on tax aggressiveness (ETR) produced 
a coefficient of 0.021 with a significance value (p) of 0.387, indicating a positive but 
statistically insignificant effect. This result implies that CEOs holding an MBA degree 
do not significantly affect corporate tax aggressiveness.  
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Similarly, the effect of overseas education (CEO_FOREIGN) on tax aggressiveness 
(ETR) resulted in a coefficient of -0.028 with a significance value (p) of 0.639, 
indicating a negative but statistically insignificant effect. This finding suggests that 
CEOs with overseas educational backgrounds do not significantly influence corporate 
tax aggressiveness. 

These findings may be explained by the fact that corporate tax policies are more 
strongly influenced by corporate governance mechanisms, the role of the audit 
committee, and the involvement of external tax consultants than by the individual 
characteristics of the CEO. Furthermore, tax avoidance decisions are highly technical 
and collective in nature, requiring the participation of tax and finance departments in 
both the formulation and implementation of tax strategies. Consequently, the CEO's 
discretion in determining corporate tax strategies remains relatively limited, even when 
the CEO possesses a higher educational background. This condition may explain why 
CEO educational background does not have a significant impact on tax avoidance 
practices in this study (Kasma et al., 2026). 

From the perspective of the Upper Echelons Theory, the insignificant relationship 
can be explained by the proposition that executives' demographic characteristics may 
influence strategic corporate decisions only when those characteristics are relevant to 
the decisions being made. A higher level of formal education does not necessarily 
reflect specialized expertise in taxation or the capability to design effective corporate 
tax management strategies. Therefore, educational background alone is insufficient to 
explain variations in firms' tax aggressiveness. 

3.2 The Mediating Effect of ESG Disclosure to CEO Educational Background 
on Tax Aggressiveness 

The effect of the CEO's highest educational attainment (CEO_EDU) on tax 
aggressiveness (ETR) through ESG disclosure (ESG) as a mediating variable yielded a 
coefficient of -0.011 with a significance value (p) of 0.798, indicating a negative but 
statistically insignificant indirect effect. This suggests that a higher level of the CEO's 
educational attainment (CEO_EDU) does not significantly influence the company's 
ESG disclosure (ESG) and, consequently, does not have a significant indirect effect on 
tax aggressiveness (ETR) through ESG disclosure. 

The effect of MBA education (CEO_MBA) on tax aggressiveness (ETR) through 
ESG disclosure (ESG) as a mediating variable yielded a coefficient of 0.006 with a 
significance value (p) of 0.676, indicating a positive but statistically insignificant 
indirect effect. This finding suggests that CEOs holding an MBA degree (CEO_MBA) 
do not significantly influence the company's ESG disclosure (ESG) and, therefore, do 
not have a significant indirect effect on tax aggressiveness (ETR) through ESG 
disclosure. 

The predictive capability of Upper Echelons Theory is contingent upon the level of 
managerial discretion available to executives. Higher levels of discretion enable 
executives' personal characteristics to be reflected in organizational strategies and 
performance, while lower levels of discretion constrain their ability to influence 
organizational outcomes. As a result, prior studies have consistently identified 
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managerial discretion as a fundamental moderator of the relationships proposed by 
Upper Echelons Theory (Hambrick, 2007).  

This argument is highly relevant in explaining why CEO educational attainment or 
MBA qualifications do not significantly influence tax avoidance, either directly or 
indirectly through ESG disclosure. According to Upper Echelons Theory, executive 
characteristics are reflected in corporate policies only when CEOs possess a high degree 
of managerial discretion. However, decisions related to tax avoidance and ESG 
disclosure are generally not made solely at the CEO's discretion. Instead, these 
decisions are shaped by various corporate governance mechanisms, regulatory 
requirements, the board of commissioners, audit committees, shareholders, as well as 
finance and tax departments. Consequently, CEOs often operate within constrained 
managerial discretion, limiting the extent to which personal characteristics, such as 
educational attainment or MBA qualifications, can influence ESG disclosure and tax 
avoidance practices. Therefore, the insignificant mediating role of ESG disclosure 
remains consistent with Upper Echelons Theory, which posits that the influence of 
executive characteristics on organizational outcomes depends on the degree of 
managerial discretion available during the decision-making process. 

The effect of foreign education (CEO_FOREIGN) on tax aggressiveness (ETR) 
through ESG disclosure (ESG) as a mediating variable yielded a coefficient of 0.121 
with a significance value (p) of 0.002, indicating a positive and statistically significant 
indirect effect. This finding suggests that CEOs who received their education abroad 
(CEO_FOREIGN) significantly enhance the company's ESG disclosure (ESG), which 
in turn significantly increases the indirect effect on tax aggressiveness (ETR) through 
ESG disclosure. 

These findings support the Upper Echelons Theory, which posits that executives' 
characteristics influence organizational outcomes through the strategic decisions they 
make. International educational and professional experience shape CEOs' global 
perspectives, values, and sustainability orientation, thereby encouraging greater ESG 
disclosure. Furthermore, ESG disclosure serves as a mechanism through which these 
characteristics influence corporate tax policies by reducing the firm's propensity to 
engage in aggressive tax avoidance practices. Accordingly, ESG functions as a strategic 
pathway that translates CEOs' international backgrounds into more responsible 
corporate behavior. 

4 Conclusion 

The findings reveal that CEO highest educational attainment, foreign education, MBA 
qualification have no significant effect on corporate tax aggressiveness. ESG disclosure 
does not mediate the relationships between CEO educational attainment, MBA 
qualification. Whereas ESG disclosure mediate the relationships between CEO foreign 
education and corporate tax aggressiveness. This study provides both theoretical and 
practical implications. The theoretical implication is that this study reinforces the Upper 
Echelons Theory and Legitimacy Theory by demonstrating that, beyond the 
characteristics of decision-makers, another important factor influencing corporate 
decisions is whether those decisions can create value and enhance the company’s image 
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in the long term. The limitation and suggestion for future research is to incorporate 
other unique variables that have received limited attention in previous studies but may 
influence corporate decisions regarding tax avoidance or ESG disclosure. 
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