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Abstract 
This paper investigates whether female chief executive officers (CEOs) per-
form different level of tax avoidance behavior compared with male CEOs in 
China. We further examine whether female CEOs with political back-
ground/connection can transform the relation between gender and tax 
avoidance behavior. Using the total book-tax differences and permanent 
book-tax differences to measure the level of tax avoidance behavior following 
prior studies, we find that Chinese female CEOs perform the same level of tax 
avoidance behavior relative to their male counterparts. In addition, we find 
significant evidence that female CEOs with political background tend to 
conduct more tax avoidance activities relative to those female CEOs without 
political relation. These results are in contrast to a traditional western view-
point that female managers have a higher risk aversion attitude.  
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1. Introduction 

Traditional corporate tax avoidance research largely focuses on the influence of 
firms’ characteristics instead of managers’ characteristics. Based on western evi-
dence mainly from the United States (US) and the European Union (EU), gend-
er differences in risk-taking behavior have been examined extensively in many 
fields such as education, psychology, sociology, and economics. Despite the issue 
of gender diversity in business organizations had received increasing attention in 
both academic literature and the popular press, few researches examined wheth-
er gender plays a role in corporate tax avoidance activities. In addition, gend-
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er-related research in China is still under developed, let along with issues incor-
porating tax avoidance. We examine whether gender differences exist in tax 
avoidance decisions at a top managerial rank under the largest planned econo-
my. In contrast to western societies, this paper is embedded in socialist/Marxist 
feminism theoretical foundations and communistic politics to hypothesize that 
female CEOs do not engage less tax avoidance activities compared with male 
CEOs in China (detailed discussions presented in Section 2). 

Few women in corporate leadership have become an increasingly important 
issue internationally. Many governments across the world are in the process of 
developing actions to promote and/or mandate increased female representation 
on corporate boards.1 In the US, 16.6% of Fortune 500 company directors are 
women in 2012 [1]. That is up from 13.6% in 2003, but the upward slope has 
flatlined for the past seven years [2]. In Australia, women hold 12.3% of direc-
torships in the ASX 200 and only 9.2% in the ASX 500 [3]. In the EU, average 
number of women on boards is 11.7% which is up by 21% compared to 2008 [4]. 
In 2011, the average percentage of women in board is from the lowest 11% in It-
aly to the highest 44% in Norway. All of these statistics show that the propor-
tions of women in enterprise leadership are significantly increased globally. 

Prior research indicates that women tend to have less risky behavior in their 
decision making compared with men in general. For example, female CEOs are 
more likely to maintain compliance with rules and regulations [5]. Female board 
members are more cautious in corporate decision making than male member [6] 
and more diligent in monitoring and auditing corporate operating [7] [8]. 
Gender diversity in the board has a positive relation with information transpa-
rency [9]. In addition, female executives are associated with less earnings avoid-
ance [10] and more conservative accounting [11]. Do female executives lead to 
lower level of tax avoidance activities due to their risk-averse attitude? Francis et 
al. [11] find that female chief finance officers (CFOs) are associated with less tax 
avoidance relative to their male counterparts using the US data. However, the 
aforementioned findings do not provide clear guidance in the case of China 
where the culture, religion, capital market structure, corporate governance, and 
the degree of government invention are different from that in the US and other 
developed countries [12].  

Most western studies apply traditional gender stereotypes—men are more 
masculine (e.g., self-reliant, aggressive, competitive, and dominant) whereas 
women more feminine (e.g., sympathetic, passive, conservative, and risk 
averse)—to examine the gender differences in business professions. Traditional 
gender stereotypes postulate that women are less suited to higher managerial 
and leadership roles and may accept lower-paying jobs because they have rela-

 

 

1According to Equal Opportunity for Women in the Workplace Agency (EOWA) [3], the UK Davies 
Report recommends a voluntary target of 25% female representation on boards of FTSE 100 compa-
nies by 2015, which has led to an increase in female director appointments as well as changes to the 
UK’s corporate governance code. Norway is one of the first countries to introduce mandatory quotas 
and Spain, France, Belgium, Italy and the Netherlands have followed suit. 
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tively lower career aspirations compared with men and they spend significantly 
more time in childcare and family responsibilities [13] [14] [15]. 

A large body of literature in psychology and sociology also indicates that 
women are more risk averse [16], less aggressive [17], and more anxious than 
men [18]. For example, Bonner [19] suggests that men are more prone to over-
confidence than women, and the phenomenon is found to be significant in 
masculine domains, such as the business environment. Gender differences in at-
titudes toward risk and in risk-related decisions also have been examined in 
economics and finance settings. Most of previous literature supports that women 
are more risk averse or less confidence than men in financial decision making 
[20] [21]. However, much of the literature on women in leadership does not 
adopt appropriate gender-based theories to reflect both male and female pers-
pectives. Mirchandani [22] indicates that approaches to women in leadership 
would benefit from theoretical insight on the gendered processes in work set-
tings developed within feminist theory. This paper extends the concept of social-
ist/Marxist feminism to propose that female and male CEOs in China will per-
form equally on tax avoidance decisions because they experienced the same so-
cialization processes under one-child policy.  

With respect to political connection, state ownership represents a direct tie 
with the government. Having the support from the government, firms can ac-
quire key resources and favorable tax flexibility; meanwhile, the government can 
embed their political and social objectives in firms’ operation. As one of the 
largest transitional countries, China provides a special institutional environment 
in which to examine the relation among gender and political connection of 
CEOs and the level of firms’ tax avoidance activities. Prior research finds that2 
there is a significant relationship between state-owned shares and tax avoidance 
activities in China [23]-[28] also indicate that firms with tight relation with 
government are more likely to avoid tax payments. However, whether the inte-
raction of CEO’s gender and political background affects the level of tax avoid-
ance activities still remains unclear. We also provide empirical evidence to an-
swer the second question: How is the level of tax avoidance influenced when fe-
male CEOs with government-related background? To identify the intervention 
or protection from government into a firm, the CEO’s political affiliation is a 
suitable proxy to measure government influence, for the Chinese government 
possesses the right to appoint the CEO of a listed company [29]. Following prior 
research, we define CEO’s political connection as serving a current or former 
government bureaucrat, that is, a current or former officer of the central or local 
governments or the military [26]. 

Anderson-Gough et al. [30] and Czarniawska [31] indicate that the topic of 

 

 

2For example, Zeng [27] finds that the effective tax rates of government controlled firms are larger 
than those of non-government controlled firms. Chan et al. [22] show that compared to govern-
ment-controlled firms, non-government-controlled firms pursue a more aggressive tax strategy. On 
the contrary, Chang and Huang [23] find that the relationship between effective tax rates and the 
state-owned percentage is significantly negative. Tang and Firth [24] find that state-owned firms 
have higher tax management activities. 
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gender relations in accountancy industry remains an “under-researched area”. 
We pursue the line of research stream on the characteristics of top-management 
positions in China and investigate whether female CEOs are significantly differ-
ent from their male counterparts on tax avoidance decisions. We also combine 
female top-management positions and their governmental background to inves-
tigate whether female CEOs with political connection lead to less or more tax 
avoidance activities level. Our settings provide direct linkages among the degree 
of tax avoidance activities, gender, and political connection. In contrast to a tra-
ditional western viewpoint suggesting female managers with higher risk aversion 
attitude, we find that Chinese female CEOs perform in difference on tax avoid-
ance activities from their male counterparts. Next, we find evidence that female 
CEOs with political background (in political power) tends to conduct more tax 
avoidance activities compared with those female CEOs without government 
relation. 

Our study contributes to finance and manager characteristics literature on tax 
strategy in two ways. First, although extant research shows gender diversity in 
board or leadership position affect firms’ performance, investment activities, fi-
nancial position and earnings quality, little evidence exists regarding the relation 
between woman in top managerial rank and tax avoidance behavior. Our empir-
ical evidence indicates that Chinese female CEOs do not conduct less tax avoid-
ance activities than male CEOs in the same industry. From the gender-difference 
perspective, our results can be summarized in three words: “Vive la indiffe-
rence!” These results contrast with evidence from developed countries where 
female managers are less risk-taking and associated with less tax avoidance ac-
tivities (e.g., [11]). From an international comparison perspective, “Vive la dif-
ference!” is summarized. We also find that female managerial leadership with 
political connection tends to conduct more tax avoidance activities. Next, we 
focus on a tax-specific setting to construct more powerful tests and provide a di-
rect linkage among the gender of CEOs, leadership associated with political 
connection, and tax avoidance activities. Our evidence complements prior stu-
dies related to political connection background that female executives with po-
litical power lead to conduct more tax avoidance activities. 

The remainder of this study is organized as follows. Section 2 describes 
references of gender differential behavior and develops research hypotheses. Sec-
tion 3 presents our research design including data collection and empirical mod-
els. Section 4 discusses our findings. Section 5 offers our conclusions and sug-
gestions for future research. 

2. Literature Review and Hypotheses Development 
2.1. Gender Behavioral Differences and Tax Avoidance 

Prior studies indicate that female leadership contributes in non-monetary ways 
at times by complementing the male counterparts. Gender diversity in board or 
management is said to provide a number of benefits, including communication 
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improvement [32], new idea and insights on female market segmentation [33] 
and transformational management style [34]. The presence of women on boards 
or leadership position could significantly affect the governance of companies in 
enhancing their effectiveness by tapping broader talent pools for their directors 
[7], improving the quality of board decisions and enhancing the legitimacy of 
firm practices [35]. The ratio of female directors is positively associated with 
board strategic control [36] and offsets weak corporate governance [37].  

Most of previous literature provides evidence that women are more risk averse 
or less confidence than men in decision making. Related research indicates that 
females are inclined to feel less competent than males in financial matters [38]. 
Females have a lower preference for risk and less overconfident in financial deci-
sion making compared to males [20] [21], as a result that women tend to avoid 
losses and are less willing to take extreme risks than men are [39] [40] [41]. 
Firms with female CEOs have lower leverage, less volatile earnings, and a higher 
chance of survival than firms with male CEOs [42]. Male executives undertake 
more acquisitions and issue debt more often than female executives [6]. Mateos 
de Cabo et al. [43] find that lower-risk banks are associated with a higher pro-
portion of female directors. Francis et al. [44] find that firms with female CFOs 
are associated with lower cost of debt. Furthermore, Martin et al. [45] find a sig-
nificant reduction in capital market risk following a female CEO appointment, 
reflecting the market’s perception of female CEOs as relatively risk averse. To-
gether, these studies suggest that gender-based differences in an executive’s risk 
tolerance may have a widespread impact on the financial related decisions.  

Gender-based differences in levels of overconfidence and risk-taking can lead 
to differences in the financial reporting quality. The risk aversion of females sig-
nificantly lowers their earnings relative to males [46], indicating that women in 
leadership position can lead to different financial reporting quality compared 
with male counterparts, for example, companies with female CFOs have lower 
absolute abnormal accruals and lower accrual estimation errors [10], female 
CFOs have lower absolute discretionary accrual [47], firms with female directors 
exhibit better reporting discipline by managers [48], female CFOs are more 
conservative in their financial reporting [11], CEO gender has positive relation 
with accounting conservatism [49]. While, some researchers suggest that gender 
differences among professionals in the quality of financial report are small or 
nonexistent, for example, Ge et al. [50] find no significant relation between CFO 
gender and discretionary accruals.  

In China, owning to the policy declaration of Mao Zedong, who famously said 
that “women hold up half the sky”, the Chinese Constitution officially institu-
tionalized this position, states clearly that Chinese women have equal rights with 
men in political, economic, cultural, educational and social life. Basically, China 
is more open to women than other East Asian countries [51] [52]. However, 
survey statistics do not support the political slogan. Xiao et al. [53] find women 
take 6.58% of CEO positions in Chinese listed firms during 2006 to 2010, Liu et 
al. [54] find that the average board seat of women is 10.2% during 1999 to 2011. 
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Meanwhile, we find 8.9% of listed firms employ women as CEOs or chairpersons 
during 2010 to 2015. All the empirical findings show that the female CEOs or the 
board seat of women is lower than that in US or EU companies but higher than 
that in other Asian countries.3 Based on discussions above, the applicability of 
traditional stereotypes to female top executives is inappropriate in a communist 
and also an atheist state. We hypothesize that women who pursue the nontradi-
tional career of top executives may reject the feminine stereotype and have goals, 
motives, and behaviors that are similar to those of men who pursue top execu-
tives. In addition, we extend the concept of socialist feminism to propose that 
female and male CEOs in China will perform equally because they experienced 
the same socialization processes. Lower percentage of women in leadership 
presents that sexism in business exists commonly, but this imbalance does not 
mean women are more risk-averse than men at the top leadership level. 

Dyreng et al. [55] find that substantial variations in the level of firms’ tax 
avoidance activities exist. Prior studies identify a wide range of firms’ characte-
ristics that can affect the level of tax avoidance activities.4 Comparing with firms 
characteristics, researches regarding managerial characteristics affecting firms’ 
tax avoidance are less well established. Dyreng et al. [56] investigate whether in-
dividual top executives have incremental effects on their firms' tax avoidance 
that cannot be explained by characteristics of the firm. Their results indicate that 
individual executives play a significant role in determining the level of tax 
avoidance activities that firms undertake. This finding shows that the economic 
magnitude of the executive effects on tax avoidance activities is large. 

Income tax reporting involves a high degree of complexity and discretion; the 
potential space to adopt tax avoidance is associated with the attitude of manag-
ers toward risk tolerance. The tools of tax avoidance include subsidiaries located 
in tax havens, foreign-source income, transfer pricing, and inconsistent book-tax 
treatment [57] [58]. Francis et al. [11] examine whether there are systematic dif-
ferences in the choice of tax aggressiveness between female and male executives. 
They find that female CFOs are associated with less tax aggressiveness as com-
pared to their male counterparts. In contrast with the western evidence, we ex-
pect that female CEOs in China are not more risk averse than male CEOs and 
they will perform in different from male CEOs on tax avoidance. Thus, our first 

 

 

3Based on the survey from McKinsey & Company which shows that the female representations on 
board and executive committees in Asian countries in 2011 are 1% and 2% in South Korea, 2% and 
1% in Japan, 5% and 3% in India, 6% and 5% in Indonesia and Malaysia, 7% and 15% in Singapore, 
8% and 9% in China and Taiwan, 9% and 11% in Hong Kong, and 13% and 12% in Australia, re-
spectively. They find that women account for 6% of seats on corporate boards in the ten Asian mar-
kets, and 8% of those on executive committees which is far lower than that in EU and US are 17% 
and 10%, and 15% and 14%, respectively. 
4For example, more foreign operation can avoid more tax [72], tax management declines as the dif-
ference between voting rights and cash flow rights increases [73], companies with a higher probabil-
ity of reporting a material weakness regarding tax-related internal controls have higher level of tax 
management activities [24], firms with greater board ties to low-tax firms have lower tax burdens 
themselves [74], firms with excessive irresponsible corporate social responsibility activities have a 
higher likelihood of engaging in tax-sheltering activities and greater discretionary/permanent 
book-tax differences [75]. 
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hypothesis in the null form is as follows: 
H1: Female CEOs engage in different level of tax avoidance activities com-

pared with male CEOs. 

2.2. Political Connections and Tax Avoidance 

Political connections of corporations are a widespread phenomenon in develop-
ing and transition countries. With the help from government, firms can access 
key operational resources, such as market shares, sales channels, bank loans 
and favorable tax treatments. Prior studies have found that firms with political 
connections or government shares have significant positive effect on their 
performance, and exhibit poor accounting performance compared to their 
non-connection counterparts. 

A country with high interventionist government and weaker protection of 
property rights like China, the benefits of political connections are greater [42]. 
Empirical evidence from China indicates that there is a significant relation be-
tween state-owned shares (SOEs) and tax avoidance; however, existing evidence 
is somewhat controversial. Zeng [27] finds that the ETRs of government 
controlled enterprises are larger than those of non-government controlled en-
terprises, indicating government controlled firms conduct less tax avoidance ac-
tivities. Chan et al. [23] show that compared to government-controlled firms, 
non-government-controlled firms pursue a more aggressive tax strategy. On the 
contrary, Chang and Huang [24] find that the relationship between ETRs and 
the percentage of state-owned shares is significantly negative, finding that firms 
with more government shares conduct more tax avoidance activities. Sun et al. 
[28] indicate that firms with tight relation with government are more likely to 
avoid tax payments. Tang and Firth [25] find that SOEs have higher tax avoid-
ance activities. 

With respect to the political-related of CEOs, Wu et al. [26] argue that hiring 
politically connected managers can allow firms to overcome the market and 
state-level disadvantages and seek government-related benefits. Their finding 
shows that tax burdens of private firms with political connected managers are 
lower than that of private firms without such managers, indicating that the 
managers with political connections can help their firms to attain tax benefits. 
Based on the foregoing analyses, we present the following hypotheses: 

H2: Female CEOs with political connections are more likely to be associated 
with tax avoidance activities compared with female CEOs without political con-
nections. 

Previous studies on women in leadership do not adopt appropriate feminist 
theories to reflect both male and female perspectives. There are two major 
streams of feminist thought—liberal feminism and socialist feminism—to ex-
plain why gender differences in various aspects of an organization. Liberal fe-
minists seek change through appealing to the liberal values of equality, freedom, 
and choice right [59]. Liberal feminism does not recognize any inherent gender 
differences. Rationality, viewed as the human essence, is assumed to be a purely 
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mental capacity, and is considered to be separate from a person’s gender. Liberal 
feminism proposes that women and men will perform equally if they are given 
identical opportunities [60]. Socialist feminism, in contrast to liberal feminism, 
posits that men and women are indeed different as a result of different socializa-
tion processes they experience. Men and women are viewed as two separate 
groups following traditional gender stereotypes, each with equally effective and 
valid. Socialist feminism mainly examines that men and women perceive them-
selves according to gender social identities. Socialist feminism proposes that 
women and men will perform equally if they experienced the same socialization 
processes.5 

Marxism and feminism are theories of power and its distribution: inequality. 
However, Marxists have criticized liberal feminists as bourgeois in theory and in 
practice, meaning that it works in the interest of the ruling class. Even today 
women and men are equivalent in terms of age, education, qualifications, se-
niority, and experience, females are found to hold lower job status and be remu-
nerated less than males. Marxist feminism argues that sexism is a sole factor to 
examine gender inequality in organizational hierarchies. Women are disadvan-
taged as a result of the traditional patriarchal structure of organizations. Kanter 
[61] observes a phenomenon that organizations reproduce themselves, so men 
in power mentor and encourage that people who are most like themselves. She 
postulates that social conformity is important if individuals are to reach upper 
level leadership positions, and that women reaching these levels, usually resem-
ble the men in power. Maupin and Lehman [62] support the Kanter’s hypothesis 
in big six CPA firms. We extend the concept of socialist/Marxist feminism to 
propose that female and male CEOs in China perform indifferently on tax 
avoidance decisions because they experienced the same socialization processes 
under one-child policy. 

3. Sample Selection and Research Design 
3.1. Initial Sample 

We use the A-share market of the Shanghai and Shenzhen stock exchanges to 
analyze CEOs’ gender and tax reporting of listed firms in China. Data on CEOs’ 
gender and background, current income tax payable, applicable tax rates, asset 
impairments loss provisions and asset impairment reversals are manually col-
lected from companies' English-version financial reports and the footnote dis-
closures available at the official website of China Security Regulatory Commis-
sion (CSRC) (http://www.cninfo.com.cn/new/index and  
http://www.sse.com.cn/). Other required financial variables and ownership types 
are obtained from the CSMAR. The sample period runs from 2010 to 2015. 

3.2. Research Design 

Some previous studies adopt book-tax differences (BTDs) as a proxy to measure 

 

 

5Both theories, though stemming from different assumptions, are not necessarily to be contradictory. 
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tax aggressiveness [63] [64], or to estimate the degree of tax shelters and tax 
avoidance activities [65]. Tang and Firth [25] find that BTDs are significantly 
related to a set of earnings and tax avoidance incentives, and suggest that BTDs 
are a useful proxy for tax avoidance activities in China. Based on these refer-
ences, we choose BTDs as our measure for the level of tax avoidance activities.6 
To test Hypotheses 1 and 2, our empirical models are based on Desai and 
Dharmapala [65] as follows:  
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3.2.1. Measurement of Dependent Variables 
The total book-tax differences(TBTD) in Equation (1) is measured by the dif-
ference between reported pre-tax book income and taxable income scaled by to-
tal assets, where taxable income is defined as current income tax payable divided 
by applicable income tax rate. 

Taxable Income = current income tax payable/applicable income tax rate  (2) 

TBTD = [pre-tax book income − taxable income]/total assets      (3) 

In addition, total book-tax differences (TBTD) consist of temporary and per-
manent components. Temporary book-tax differences (Temp BTD) reveal 
something about discretion in non-tax accounting accruals, while permanent 
book-tax differences (Perm BTD) usually cause by nondeductible expenses and 
nontaxable income. Based on prior studies argue that Perm BTD are mainly 
created by tax planning and tax avoidance activities [66], we also adopt Perm 
BTD as our measurement for tax avoidance activities. We derive Perm BTD 
from total book-tax differences less Temp BTD. Total book-tax differences are 
measured by book income less taxable income as discussed above. TempBTD are 
derived from deferred tax expense divided by statutory tax rate following prior 
studies [66]. 

3.2.2. Measurement of Interest Variables 
Under Chinese special corporate systems, prior research considers both the 
chairperson of the board and the general manager are the top executives of a 
company [26]. Chairperson is the legal representative of the company under 
Chinese Corporate Law, and has important influence on a firm’s operations. 
Most chairpersons are also the highest paid employees of their firms. Some re-

 

 

6However, due to the causes of BTDs are not only from tax shelter or tax management but also in-
volves difference between accounting standards and tax law, corporate characteristics, and earnings 
management [67]. Therefore, we employ the differences of accounting principle and tax law, earn-
ings management and corporate characteristic in the regression model of BTDs to control the 
non-tax effect and extract the “tax-effect BTDs”, and further to analyze the relation between women 
CEOs and BTDs. 
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searchers regard chairperson as the top manager of a firm. The general manager 
is often regarded as equivalent to the CEO of U.S. firms [29]. For these reasons, 
this study extends the scope of CEOs’ definition to include both firms’ chairper-
sons of boards and CEOs.  

To examine H1 regarding whether female CEOs engage the same degree of tax 
avoidance activities compared with male CEOs, our interest variable is Female 
CEO, which is defined as an indicator variable equal to one when CEOs’ gender 
is female, and zero otherwise. The prediction sign of β1 is insignificantly negative 
or positive. Regarding whether CEOs with political connections adopt more tax 
avoidance activities, our interest variable is Gov CEO which equals one if a firm 
has a politically connected chairperson and/or CEO, and zero otherwise. We de-
fine CEOs are politically connected if he or she is currently serving or has for-
merly served in the government or the military. The prediction sign of β2 is sig-
nificantly positive. If H2is supported empirically, that female CEOs with political 
connection conduct more tax avoidance behavior, the coefficient on the interac-
tion term of female CEO and Gov CEO is expected to be positive. 

In addition, the educational background and working experiences of CEOs 
can affect their professional judgment in tax avoidance activities, this study 
includes finance background (Acc CEO) in regression (1). We define Acc CEO 
are CEOs with finance or accounting profession if he or she is currently serving 
Chief Financing Officer (CFO) or hold the certificate of accounting profession or 
has accounting or finance working experience or major in accounting/finance. If 
CEOs have one of the above criteria then Acc CEO equals one, and zero other-
wise. The prediction sign of Acc CEO and its interaction term with Female CEO 
or Gov CEO are uncertain. 

3.2.3. Control Variables 
Prior studies indicate that ownership structure affects the level of firms’ tax re-
porting policy in China [24]; we include government control firms (SOE) and 
family firms (FAM) as our control variables. We define SOE equal to one if the 
firm is state-owned enterprise, and zero otherwise; FAM equals to one if the firm 
is family enterprise, and zero otherwise. According to Chang and Huang [24], 
the coefficient of SOE in Equation (1) is expected to be positive. 

Following the findings of Seidman [67], we control for the earnings manage-
ment, the difference between Chinese accounting standards and tax law, and 
general firm characteristics to extract tax-induced book-tax differences. This 
paper employs discretionary accrual (DA) as the proxy for earnings manage-
ment where DA is measured from the modified Jones model [68]. We estimate 
the following cross-sectional regressions for each two-digit CSRC industry clas-
sification: 

0 1 2
1 1 1 1

1it it it it
it

it it it it

TAC REV AR PPE
TA TA TA TA

α α α ε
− − − −

     ∆ − ∆
= + + +     

     
       (4) 

where TAC is the total accruals; TA is the total assets; ΔREV is the change in 
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sales; ΔAR is the change in accounts receivable; and PPE is property, plant, and 
equipment. DA is the absolute value of residual term from Equation (4). The 
coefficient of DA in Equation (1) is expected to be positive. 

Considering the impact of the regulatory differences between Chinese ac-
counting standards and tax law on the level of book-tax differences, and firm 
characteristics, we include following variables to control possible effects [66]. 
LOSS is defined as an indicator variable equal to 1 for firms suffering a loss in 
the previous year, and 0 otherwise. We predict that the sign for LOSS is positive 
[69]. INV is measured as ending inventory divided by total assets to control for 
inventory intensity. Long term investment (LI) is defined as the ratio of long 
term investment to total assets to control investment intensity. The capital in-
tensity (FA) is defined as the ratio of net fixed assets to total assets [70]. IA is de-
fined as intangible assets divided by total assets. We measure AVL which is de-
fined as gain or loss from asset valuation divided by total assets. TAIMP is de-
fined as the provision of asset impairment loss minus its reversals divided by to-
tal assets. EQUITY is defined investment income or loss recognized under 
equity method divided by total assets. Further, we employ interest expense 
(EXP), growth of return on asset (GROA), leverage (LEV) and firm size (SIZE). 
EXP is defined as interest expenses divided by total assets, GROA is growth rate 
of ROA where ROA is defined as income before tax divided by total assets, and 
LEV is calculated as total liabilities divided by total assets. The firm size (SIZE) is 
measured by the natural logarithm of total assets. As the effects of the differences 
between Chinese accounting standards and tax law as well as firm’s characteris-
tics on TBTD/Perm BTD are uncertain, we do not estimate the signs of the 
aforementioned variables. Finally, we include dummy variables to control for 
year and industry fixed effects. 

4. Empirical Results 
4.1. Sample and Descriptive Statistics 

Table 1, Panel A outlines our sample selection process. We start with all obser-
vations available on the CSMAR database with non-missing asset data for the 
years 2010-2015 excluding firms in the financial or banking services industry, 
where this initial data includes 14,264 firm-years. We drop 649 observations be-
cause they lack the ownership structure data, and another 942 observations due 
to missing gender or background information of CEOs. Finally, we drop 1046 
observations because of missing data required to compute book-tax differences 
or other variables in our regression. This leaves us with a final sample of 11,627 
firm-years.  

Table 1, Panels B and C present the sample by year and by industry. Manu-
facturing industries comprise 7005 firm-years, which makes up 60.25% of our 
sample, with machinery at 14.67%, and petroleum, chemical products, and plas-
tics at 10.23%. Non-manufacturing industries comprise 4622 firm-years, which 
make up 39.75% of our sample. 
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Table 1. Sample selection. (a) Full sample; (b) Sample by year; (c) Industry distribution. 

(a) 

 
Number of 

observations 

Total sample of A-share firms (excluding Banking and Insurance) 14,264 

Less: Firms lacking requisite ownership structure data (649) 

Less: Firms lacking requisite gender or background information of CEOs (942) 

Less: Firms lacking requisite accounting number data (1046) 

Total firm-year observations 11,627 

(b) 

 # of obs. percentage 

2010 1514 13.02% 

2011 1563 13.44% 

2012 1721 14.80% 

2013 2055 17.67% 

2014 2320 19.95% 

2015 2454 21.11% 

Total firm-year observations: 11,627 100% 

(c) 

Manufacturing # of obs. percentage 

Food, Beverage 629 5.41% 

Textile, Clothing, Leather Fiber 476 4.09% 

Paper, Printing 288 2.48% 

Petroleum, Chemical Products, Plastics 1189 10.23% 

Electrical Equipment 526 4.52% 

Metal, Non-metal Mineral Products 1027 8.83% 

Machinery 1706 14.67% 

Medicine, Biological Products 931 8.01% 

Others 233 2.00% 

Non-manufacturing   

Agriculture 184 1.58% 

Mining 363 3.12% 

Transportation, Storage 441 3.79% 

Real Estate 805 6.92% 

Tourism, Hotel 99 0.85% 

Utilities 450 3.87% 

Intelligent Technology 500 4.30% 

Retail 858 7.38% 

Transmission and Entertainment 29 0.25% 

Personal and Social Service 40 0.34% 

Construction 286 2.46% 

Others 567 4.88% 

Total firm-year observations 11,627 100% 
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Table 2 summarizes the descriptive statistics for all variables in Equation (1). 
All of the continuous variables are winsorized at 1 percent and 99 percent to mi-
nimize the potential influence of extreme values. Panel A shows that the mean 
(median) of TBTD and Perm BTD are 0.032 (0.034) and 0.037 (0.039), suggest-
ing that aggregate Chinese book-tax differences in A-shares are generally posi-
tive. Female CEO, Gov CEO and Acc CEO take the 8.9%, 24.1% and 6.9% of all 
smaple, respectively. Table 1, Panel B shows the distributions of Female CEO, 
Gov CEO and Acc CEO by year, we find that women CEO proportion grows 
with years in our sample period, from 7.99% in 2010 to 9.45% in 2015. Consis-
tent with the trend in US and EU, the proportion of woman enterprise leader-
ship in China is increased. SOEs represent a significant proportion of ownership 
in China. The means (medians) of SOE and FAM are 50.4% (1.00), and 42.70% 
(0.00), respectively. 

Table 3 presents the correlations for all variables, and shows a significantly 
positive correlation between TBTD and Acc CEO, and Perm BTD and Acc CEO, 
indicating that finance or accounting professional background of CEO increases 
the level of total and permanent book-tax differences. As for the relation be-
tween TBTD/Perm BTD and Female CEO, initially consistent with our predic-
tion, Female CEO is insignificantly correlated with TBTD/Perm BTD which 
supports our Hypothesis 1 preliminarily. The correlation coefficients of Gov 
CEO and TBTD/Perm BTD are not significant. 

In addition, DA, LOSS, AVL, TAIMP, EXP and LEV are significantly and po-
sitively correlated with TBTD or Perm BTD; these results show that firms with 
more discretionary accrual, firms with losses in the previous year, firms with 
more gain or loss from asset valuation, firms with larger asset impairment losses, 
interest expenses and leverage increase TBTD or Perm BTD. We also find that 
TBTD or Perm BTD is significantly and negatively correlated with SIZE. Finally, 
the highest variance inflation factor (VIF) is less than 4.50, suggesting that mul-
ticollinearity is not a serious problem in our empirical models. 

4.2. Tests of Hypotheses 

Table 4 presents the results for the estimation of Equation (1). In all tables, 
t-values are based on standard errors that are clustered by firm and year. Con-
sistent with H1, we find that female CFOs are not associated with less tax ag-
gressiveness as compared to their male counterparts. The Female CEO coeffi-
cient of 0.071 (TBTD as dependent variable) and 0.068 (Perm BTD as dependent 
variable) are both in significant positive. These results suggest that female CEOs 
in China are not more risk averse than male CEOs and they perform in different 
tax avoidance activities from male CEOs, consistent with the expectation of so-
cialist feminism under Marxism socialization processes.  

The Gov CEO coefficients of 0.036 (TBTD as dependent variable) and 0.035 
(Perm BTD as dependent variable) are both positive and significant (at the 5% 
significance level), suggesting that after taking the control variables into account, 
CEOs with political background show more TBTD and Perm BTD. Next, the  
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Table 2. Descriptive statistics. (a): Descriptive statistics for variables; (b) Distribution of 
Female CEO, Gov CEO and Acc CEO by year. 

(a) 

 
Mean Median Minimum Q1 Q3 Maximum 

Dependent variables 
      

TBTD 0.032 0.034 −0.513 0.008 0.066 0.271 

Perm BTD 0.037 0.039 −0.381 0.010 0.072 0.325 

Interest variables 
      

Female CEO 0.089 0.000 0.000 0.000 0.000 1.000 

Gov CEO 0.241 0.000 0.000 0.000 0.000 1.000 

Acc CEO 0.069 0.000 0.000 0.000 0.000 1.000 

Female CEO* Gov CEO 0.027 0.000 0.000 0.000 0.000 1.000 

Female CEO*Acc CEO 0.011 0.000 0.000 0.000 0.000 1.000 

Gov CEO* Acc CEO 0.020 0.000 0.000 0.000 0.000 1.000 

Control variables       

SOE 0.504 1.000 0.000 0.000 1.000 1.000 

FAM 0.427 0.000 0.000 0.000 0.000 1.000 

DA 0.086 0.057 0.311 0.003 0.116 0.278 

LOSS 0.085 0.000 0.000 0.000 0.000 1.000 

INV 0.170 0.130 0.000 0.064 0.218 0.762 

LI 0.071 0.022 0.000 0.002 0.083 0.319 

FA 0.291 0.251 0.002 0.129 0.423 0.820 

IA 0.051 0.032 0.000 0.013 0.061 0.343 

AVL 0.002 0.000 −0.002 0.000 0.001 0.034 

TAIMP 0.013 0.002 −0.015 0.001 0.006 0.133 

EQUITY 0.002 0.000 −0.004 0.000 0.001 0.056 

EXP 0.012 0.010 0.000 0.002 0.018 0.074 

GROA 1.59% 0.92% −25.46% −0.87% 3.17% 56.75% 

LEV 0.467 0.474 0.000 0.294 0.637 0.940 

SIZE 14.722 14.575 11.800 13.900 15.400 18.600 

(b) 

 
Female CEO Gov CEO Acc CEO 

# of obs. percentage # of obs. percentage # of obs. percentage 

2010 121 7.99% 285 18.82% 96 6.34% 

2011 129 8.25% 318 20.35% 98 6.27% 

2012 144 8.37% 450 26.15% 141 8.19% 

2013 185 9.00% 599 29.15% 173 8.42% 

2014 218 9.40% 569 24.53% 147 6.34% 

2015 232 9.45% 585 23.84% 143 5.83% 

https://doi.org/10.4236/tel.2019.98178


M. L. Chang et al. 
 

 

DOI: 10.4236/tel.2019.98178 2853 Theoretical Economics Letters 
 

 

https://doi.org/10.4236/tel.2019.98178


M. L. Chang et al. 
 

 

DOI: 10.4236/tel.2019.98178 2854 Theoretical Economics Letters  
 

Table 4. Regression results for TBTD/PBTD on women CEO and political background. 

Full Sample (N = 11,627) 

   

TBTD as 
dependent variable 

Perm BTD as 
dependent variable 

Coefficient t-value Coefficient t-value 

Intercept  none −0.106 -0.56 −0.097 −0.51 

Female CEO β1 none 0.071 1.61 0.068 1.59 

Gov CEO β2 + 0.036*** 2.33 0.035** 2.28 

Acc CEO β3 none −0.122** −2.11 −0.124** −2.15 

Female CEO * Gov CEO β4 + 0.090** 1.81 0.087** 1.73 

Female CEO * Acc CEO β5 none 0.134 1.04 0.127 0.98 

Gov CEO * Acc CEO β6 none −0.002 −0.03 0.002 0.03 

SOE 
 

+ 0.049 1.29 0.048 1.27 

FAM 
 

none −0.001 −0.03 −0.004 −0.12 

DA 
 

+ 0.129 1.27 0.131 1.29 

LOSS 
 

none −0.122 −1.61 −0.128* −1.67 

INV 
 

none −0.037 −0.32 −0.035 −0.30 

LI 
 

none −0.209 −0.81 −0.265 −1.02 

FA 
 

none −0.339*** −2.63 −0.344*** −2.66 

IA 
 

none −0.827*** −4.65 −0.844*** −4.73 

AVL 
 

none −20.377*** −4.37 −20.350*** −4.37 

TAIMP 
 

none 10.285*** 4.04 10.324*** 4.04 

EQUITY 
 

none 12.764*** 3.97 12.934*** 4.01 

EXP 
 

none 13.705*** 13.03 13.705*** 13.45 

GROA 
 

none 0.017*** 2.81 0.016*** 2.80 

LEV 
 

none −0.001 −0.75 −0.001 −0.74 

SIZE 
 

none 0.018* 1.70 0.020* 1.67 

Year Fixed Effect   yes  yes  

Industry Fixed Effect 
 

 yes 
 

yes 
 

F-value 
  

124.96*** 
 

136.54*** 
 

Adjusted R2 
  

0.9038 
 

0.8476 
 

Note: ***, **, and * indicate significance at 1%, 5%, and 10% levels, respectively; one-tailed where signs are 
predicted, two-tailed otherwise. The t-value is based on two-way cluster-robust standard errors. 

 
Acc CEO coefficients of −0.122 (TBTD as dependent variable) and −0.124 

(Perm BTD as dependent variable) are both negative and significant (at the 5% 
significance level), suggesting that CEOs with finance background or expe-
riences tends to be more conservative and show less incentive to reduce their 
taxable income base. 

The interaction term of Female CEO and Gov CEO coefficients of 0.090 
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(TBTD as dependent variable) and 0.087 (Perm BTD as dependent variable) are 
both positive and significant (at the 5% significance level), suggesting that 
women CEOs with political background conduct more tax avoidance activities 
as compared to female counterparts without political background. These results 
are consistent with H2, and support the notion that Female CEOs with political 
connections are more likely to be associated with tax avoidance activities (i.e., 
larger book-tax differences) compared with female CEOs without political con-
nections.  

After taking the control variables into consideration, our results are inconsis-
tent with prior research based on US data [11] which suggest that female CFOs 
are associated with less tax avoidance activities as compared to their male coun-
terparts. Our results support the argument of socialist feminism indicates that 
female and male CEOs in China will perform equally because they experienced 
the same socialization processes. Different from the traditional concept, this 
evidence shows that women in China are not more risk-averse than men at the 
top leadership level. 

With respect to the effect of the control variables on tax avoidance activities, 
the coefficients on the TAIMP, EQUITY, EXP and GROA are positive and sig-
nificant (at the 1% significance level). These results indicate that firms with larg-
er asset impairment losses, investment income or loss, interest expenses and 
growth in ROA increase TBTD/Perm BTD. The coefficients on the FA, IA and 
AVL are negative and significant (at the 1% significance level). These findings 
show that firms with larger net fixed asset, intangible asset and asset valuation 
decrease TBTD/Perm BTD. 

4.3. Additional Test 

To examine whether the female CEOs Chair-Duality affects the degree of tax 
avoidance activities, we further separate our sample into CEOs position only 
(the executives serves only as CEOs) and CEOs Chair-Duality (the CEO is also 
the chairman of the board) subsamples. Table 5 shows the results for the CEOs 
position only subsample; the evidence supports the expectations noted for H1 
and H2. The Female CEO coefficient of −0.084 (TBTD as dependent variable) 
and −0.085 (Perm BTD as dependent variable) are both in significant negative. 
These results suggest that female executives in CEOs position only in China are 
not more risk averse than male CEOs and they will perform in different from 
male CEOs on tax avoidance activities. The Gov CEO coefficients of 0.147 
(TBTD as dependent variable) and 0.141 (Perm BTD as dependent variable) are 
both positive and significant (at the 5% significance level), suggesting that 
female without CEOs Chair-Duality but with political background engage more 
tax avoidance activities.  

Table 6 shows the results for the CEOs Chair-Duality subsample; the finding 
is opposite to the expectations noted as H1. The Female CEO coefficient of 0.184 
(TBTD as dependent variable) and 0.186 (Perm BTD as dependent variable) are 
both significant positive (at the 10% significance level). These results suggest  
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Table 5. Regression results for TBTD/PBTD on women CEO and political background: 
CEO position only. 

Full Sample (N = 11,627) 

Variables Parameter 
Expected 

Sign 

TBTD as 
dependent variable 

Perm BTD as 
dependent variable 

Coefficient t-value Coefficient t-value 

Intercept 
 

none −0.104 −0.55 −0.095 −0.50 

Female CEO β1 none −0.084 −1.62 −0.085 −1.63 

Gov CEO β2 + −0.032 −0.56 −0.025 −0.45 

Acc CEO β3 none −0.085 −1.55 −0.089 −1.60 

Female CEO * Gov CEO β4 + 0.147** 2.04 0.141** 1.97 

Female CEO * Acc CEO β5 none −0.093 −1.12 −0.089 −1.06 

Gov CEO * Acc CEO β6 none 0.023 0.30 0.018 0.23 

SOE 
 

+ 0.045 1.20 0.044 1.17 

FAM 
 

none 0.006 0.17 0.003 0.08 

DA 
 

+ 0.129 1.27 0.130 1.28 

LOSS 
 

none −0.126* −1.65 −0.132* −1.72 

INV 
 

none −0.041 −0.35 −0.039 −0.33 

LI 
 

none −0.202 −0.79 −0.258 −1.00 

FA 
 

none −0.333*** −2.57 −0.338*** −2.61 

IA 
 

none −0.819*** −4.64 −0.835*** −4.72 

AVL 
 

none −20.399*** −4.36 −20.372*** −4.36 

TAIMP 
 

none 10.282*** 4.04 10.321*** 4.04 

EQUITY 
 

none 12.730*** 3.96 12.899*** 4.00 

EXP 
 

none 13.705*** 13.09 13.705*** 13.05 

GROA 
 

none 0.016*** 2.81 0.017*** 2.81 

LEV 
 

none −0.001 −0.75 −0.001 −0.74 

SIZE 
 

none 0.021* 1.72 0.020* 1.69 

Year Fixed Effect   yes  yes  

Industry Fixed Effect 
 

 yes 
 

yes 
 

F-value 
  

124.87*** 
 

123.70*** 
 

Adjusted R2 
  

0.8974 
 

0.8253 
 

Note: ***, **, and * indicate significance at 1%, 5%, and 10% levels, respectively; one-tailed where signs are 
predicted, two-tailed otherwise. The t-value is based on two-way cluster-robust standard errors. 

 
that female executives in both CEO sand chairperson position tend to conduct 
more tax avoidance activities. Our findings confirm the argument of prior re-
search that a conflict of interest arises when the CEO is also the chairperson, the 
chair owns power to influence the activities of the board, which leads to ineffec-
tive of monitoring and opening a door to abuse of the chair position [71]. The  
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Table 6. Regression results for TBTD/PBTD on women CEO and political background: 
Dual position. 

Full Sample (N = 11,627) 

Variables Parameter 
Expected 

Sign 

TBTD as 
dependent variable 

Perm BTD as 
dependent variable 

Coefficient t-value Coefficient t-value 

Intercept  none −0.107 −0.56 −0.098 −0.52 

Female CEO β1 none 0.184* 1.86 0.186* 1.87 

Gov CEO β2 + 0.030** 1.83 0.029** 1.78 

Acc CEO β3 none −0.064 −0.79 −0.065 −0.80 

Female CEO * Gov CEO β4 + 0.164** 1.71 0.156* 1.61 

Female CEO * Acc CEO β5 none −0.247** −2.50 −0.249** −2.54 

Gov CEO * Acc CEO β6 none 0.097 1.23 0.100 1.26 

SOE 
 

+ 0.047 1.24 0.047 1.21 

FAM 
 

none 0.002 0.05 −0.001 −0.04 

DA 
 

+ 0.129 1.27 0.130 1.29 

LOSS 
 

none −0.125 −1.63 −0.130* −1.70 

INV 
 

none −0.041 −0.36 −0.039 −0.34 

LI 
 

none −0.207 −0.80 −0.263 −1.01 

FA 
 

none −0.337*** −2.62 −0.342*** −2.65 

IA 
 

none −0.838*** −4.72 −0.855*** −4.80 

AVL 
 

none −20.370*** −4.37 −20.342*** −4.36 

TAIMP 
 

none 10.285*** 4.04 10.324*** 4.04 

EQUITY 
 

none 12.755*** 3.97 12.926*** 4.01 

EXP 
 

none 13.705*** 13.10 13.705*** 13.06 

GROA 
 

none 0. 016*** 2.80 0.015*** 2.79 

LEV 
 

none −0.001 −0.75 −0.001 −0.74 

SIZE 
 

none 0.020* 1.70 0.020* 1.68 

Year Fixed Effect   yes  yes  

Industry Fixed Effect 
 

 yes 
 

yes 
 

F-value 
  

122.80*** 
 

121.79*** 
 

Adjusted R2 
  

0.9214 
 

0.8982 
 

Note: ***, **, and * indicate significance at 1%, 5%, and 10% levels, respectively; one-tailed where signs are 
predicted, two-tailed otherwise. The t-value is based on two-way cluster-robust standard errors. 

 
Gov CEO coefficients of 0.164 (TBTD as dependent variable) and 0.156 (Perm 
BTD as dependent variable) are both positive and significant (at the 10% signi-
ficance level), suggesting that female with CEOs Chair-Duality and political 
background engage more tax avoidance activities. This result is consistent with 
H2. 
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5. Conclusions and Suggestions 

This research extends the existing western literature by examining whether 
gender differences exist in tax avoidance decisions at a top managerial rank in 
China. Based on socialist/Marxist feminism theoretical foundations, our empiri-
cal evidence offers a different viewpoint from the findings of western societies. 
Our results show that, in China, female CEOs do not engage less tax avoidance 
activities compared with male CEOs. In addition, we focus on a tax-specific set-
ting to provide a direct linkage among the gender of top managers, leadership 
associated with political connection, and tax avoidance. Our evidence shows that 
female executives with political power lead to conduct more tax avoidance activ-
ities. 

Our empirical findings are summarized as follows. Consistent with H1, female 
CFOs are not associated with less tax aggressiveness as compared to their male 
counterparts. However, if we further separate our sample into CEO-Chair 
person dual position and others, we find that female CEOs conduct more ag-
gressive tax behavior in the subsample of dual position. This finding confirms 
the argument of prior research that a conflict of interest arises when the CEO is 
also the chairperson. Next, as the expectation of H2, female CEOs with political 
background engage in more tax avoidance activities, indicating the intervention 
or protection from government into a firm can affect female CEOs’ attitude to-
ward the tax avoidance behaviors. 

With increasing numbers of females in their top management team, it is more 
important to fully understand potential influences of having female CEOs, espe-
cially in China. Our study could be viewed as providing empirical evidence in 
support of the theory of socialist/Marxist feminism. Future research could dis-
entangle these potential explanations. 
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